GRANT WOOD AREA EDUCATION AGENCY 10
CEDAR RAPIDS, IOWA
INDEPENDENT AUDITOR’S REPORTS

BASIC FINANCIAL STATEMENTS
AND SUPPLEMENTARY INFORMATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

JUNE 30, 2012



Table of Contents

L0 i o] = PSR 1
Independent Auditor’'s REPOrt ... 2-3
Management's Discussion and AnalysisS (MD&A) .....ccooo oo riiiiiiiiiii e 4-9

Basic Financial Statements
Government-Wide Financial Statements

SLALEMENT OF NET ASSEES ...euiiiiiiit ittt e e et e et e et s et s et s et s saseanssanssanseanseanssassnsenes 10

SEATEMENT Of A C VI IES . .. i ieeiiii e et e e e e e et e s e s et s s e e e saeeeaaaas 11
Governmental Fund Financial Statements

232 1F= T ToTI] (ST P 12

Reconciliation of the Balance Sheet - Governmental Funds to the Statement of Net Assets... 13

Statement of Revenue, Expenditures and Changes in Fund Balances..............ccccccviieennennn. 14

Reconciliation of the Statement of Revenue, Expenditures and Changes in Fund

Balances - Governmental Funds to the Statement of ACHVILIES .......cccovviiiiiiiiiiiiieee 15

Fiduciary Fund Statement

Statement of Fiduciary Assets and Liabilities - AQENCY .......coovviiiiiiiiiiiiie e, 16
Notes to the FINanCial StAtEMENES ........covuiiiiii et e e e et e et e et e et e et e et e eans 17-29

Required Supplementary Information
Schedule of Budgetary Comparison of Revenue, Expenditures and Changes in Balances -

Budget and Actual - All Governmental FUNGS.............cooviiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeee e 30
Schedule of Funding Progress for the Retiree Health Plan............cccccooooi i, 31

Supplementary Information
Nonmajor Governmental Funds

Combining BalanCe SNEEL.........coo oo 32

Combining Schedule of Revenue, Expenditures and Changes in Fund Balances.................... 33
Schedule of Changes in Fiduciary Assets and Liabilities - AGENCY .........ccovvvvviiiiiiiiiiiiiiiiiiiiiiien, 34
Schedule of Revenue by Source and Expenditures By Function - All Governmental

Fund Types (Modified ACCrual BASIS)...........uuiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeee ettt 35
Schedule of Expenditures of Federal AWArds ... 36-37

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 ..........ccccceeeeieieiiiiiiinnnnnn. 38-39

Independent Auditor’s Report on Compliance With Requirements That Could Have
a Direct and Material Effect on Each Major Program and on Internal Control Over
Compliance in Accordance with OMB Circular A-133 ... oo 40-41

Schedule of Findings and QUestioNed COSIS ......ccciiiiiiiiiii i 42-44




Officials

Name

James C. Green
Dr. Lynne Cannon
Sue Gates

Morris Greenfield
Marlene L. Hill
Pamela Jacobs
Mary Meisterling
Robert Schneider
Marilyn Wirtz

James C. Green
Dr. Lynne Cannon
Sue Gates

Morris Greenfield
Marlene L. Hill
Pamela Jacobs
Mary Meisterling
Robert Schneider
Marilyn Wirtz

Joe Crozier
Kim Martin
Barbara Harms

Title

Board of Directors

(Before September 30, 2011)

President

Vice President
Member
Member
Member
Member
Member
Member
Member

(After September 30, 2011)

President

Vice President
Member
Member
Member
Member
Member
Member
Member

Agency

Chief Administrator
Board Secretary

Board Treasurer/Business Manager

Term Expires

September 30, 2011
September 30, 2011
September 30, 2013
September 30, 2013
September 30, 2011
September 30, 2013
September 30, 2011
September 30, 2011
September 30, 2013

September 30, 2015
September 30, 2015
September 30, 2013
September 30, 2013
September 30, 2015
September 30, 2013
September 30, 2015
September 30, 2015
September 30, 2013

Indefinite
Indefinite
Indefinite



HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

Independent Auditor’s Report

Board of Directors
Grant Wood Area Education Agency 10
Cedar Rapids, lowa

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of Grant Wood Area Education Agency 10 as of and for
the year ended June 30, 2012, which collectively comprise the Agency's basic financial statements, as
listed in the table of contents. These financial statements are the responsibility of the Agency’s
management. 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 and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our 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 Grant Wood Area Education Agency 10 as of June 30, 2012, and the respective
changes in financial position and cash flows, where applicable, 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 December 18,
2012 on our consideration of Grant Wood Area Education Agency 10'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 considered in
assessing the results of our audit.

200 North Adams, P.O. Box 1318, Mason City, IA 50402-1318 « (641) 423-0574 « Fax (641) 423-4163 + E-Mail mc@hoganhansen.com

Member of American Institute of CPAs - lowa Society of CPAs 2
Algona * Belmond ¢ Cedar Falls « Cedar Rapids * Clear Lake » Mason City « Waterloo



Board of Education
Grant Wood Area Education Agency 10
Page 2

Management's Discussion and Analysis, the budgetary comparison information and the schedule of
funding progress for the retiree health plan on pages 4 through 9 and pages 30 and 31 are not required
parts of the basic financial statements, but are supplementary information required by the Governmental
Accounting Standards Board which considers it to be an essential part of the financial reporting for
placing the basic financial statements in an appropriate operational, economic or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the required supplementary information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Grant Wood Area Education Agency 10's basic financial statements. We previously audited, in
accordance with the standards referred to in the second paragraph of this report, the financial statements
for the year ended June 30, 2011 (which are not presented herein) and expressed an unqualified opinion
on those financial statements. The financial statements for the nine years ended June 30, 2003 (which
are not presented herein) were audited by other auditors in accordance with the standards referred to in
the second paragraph of this report who expressed unqualified opinions on those financial statements.
The supplementary information on pages 32 through 37, including the schedule of expenditures of
federal awards required by the U.S. Office of Management and Budget (OMB) Circular A-133, Audits of
States, Local Governments and Non-Profit Organizations, is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in our audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the supplementary information is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

ALDGM - #AﬂJéﬂ

HOGAN - HANSEN

Mason City, lowa
December 18, 2012



GRANT WOOD AREA EDUCATION AGENCY 10
MANAGEMENT’S DISCUSSION AND ANALYSIS

Grant Wood Area Education Agency 10 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, 2012. We encourage readers to consider this information in conjunction with the Agency’s
financial statements, which follow.

2012 FINANCIAL HIGHLIGHTS

General Fund revenue decreased from $53,081,404 in fiscal year 2011 (FY11) to $47,079,730 in
fiscal year 2012 (FY12), a decrease of $6,001,674. General Fund expenditures decreased from
$47,273,092 in FY11 to $45,531,281 in FY12, a decrease of $1,741,811. General Fund net change in
fund balance decreased from $5,355,688 in FY11 to ($263,588) in FY12. This resulted in a decrease
in the Agency's General Fund fund balance from $13,975,996 in FY11 to $13,712,408 in FY12.

The decrease in General Fund revenue was due to a targeted reduction in state special education
funding of $2.3 million, as well as decreases in federal funding related to the American Recovery and
Reinvestment Act (ARRA) of $2.9 million. Additional cuts in federally funded programs totaled
$1 million. The Agency implemented staffing reductions to offset the ARRA funding cliff and other
expenditures were held to very conservative levels.

USING THIS ANNUAL REPORT
This 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 Grant Wood Area Education Agency 10 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 the Financial Statements provide additional information that is essential to a full
understanding of the data provided in the basic financial statements.

Required Supplementary Information further explains and supports the financial statements with a
comparison of the Agency’s budget for the year, as well as presenting the schedule of funding
progress for the retiree health plan.

Supplementary Information provides detailed information about the nonmajor funds. In addition, the
schedule of expenditures of federal awards provides details of various federal programs benefiting the
Agency.



Reporting the Agency’s Financial Activities
Government-Wide Financial Statements

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 revenue and expenses are accounted for in the
statement of activities regardless of when cash is received or paid.

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. Over time, increases or decreases in the Agency’s net assets are an indicator
of whether financial position is improving or deteriorating, respectively. To assess the Agency’s overall
health, additional nonfinancial factors, such as changes in the Agency’s property tax base and the
condition of its facilities, need to be considered.

In the Government-wide financial statements, the Agency’s activities are divided into two categories:

» 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.
Property taxes from local school districts, federal and state aid finance most of these activities.

« Business-type activities: This represents activities where the Agency charges fees to help cover the
costs of certain services it provides. The Agency had no activities that fall into this category.

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 revenue, such as federal grants.

The Agency has two kinds of funds:

1. 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. The Agency’s governmental funds
include: (a) the General Fund, (b) the Special Revenue Funds, (c) the Debt Service Fund and (d) the
Capital Project Fund.

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



2. Fiduciary funds are funds through which the Agency administers and accounts for certain federal
and/or state grants as a fiscal agent.

The Agency is responsible for ensuring the assets reported in the fiduciary funds are used only for
their intended purposes and by those to whom the assets belong. The Agency excludes these activities
from the Government-wide financial statements because it cannot use these assets to finance its
operations.

The required financial statement for fiduciary funds includes a statement of fiduciary assets and
liabilities.

Reconciliations between the Government-wide financial statements and the fund financial statements
follows the fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of financial position. Grant Wood
Area Education Agency 10’s net assets at the end of FY12 totaled approximately $19.6 million. This
compared to approximately $19.1 million at the end of FY11l. The analysis that follows provides a
summary of the Agency’s net assets at June 30, 2012. The Agency does not have business-type activities.

Condensed Statement of Net Assets
Governmental Activities

June 30,
2012 2011

(As Restated)

Current and OtNETr ASSELS.......evueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e $ 19,567,919 $ 20,272,797

Capital @SSELS .....ccvveeeiieciece e 6,042,704 5,832,917

T OTAL ASSEES ...eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenenee 25,610,623 26,105,714

Long-term obligations ............ccceovvevveve i 469,557 1,797,821

Other lHabIltIES ..o, 5,540,571 5,237,977

TOtal Liabilities v eeeeeeeeeeeeeeenees 6,010,128 7,035,798
Net Assets

Invested in capital assets, net of related debt ................... 6,042,704 4,967,917

RESIIICEEA ... 1,494,068 1,461,794

UNFESIIICEEA ... 12,063,723 12,640,205

Total Nt ASSETS ..o, $ 19,600,495 $ 19,069,916

The Agency’s net assets increased by 2.8%, or $530,579, during FY12 primarily due to a decrease in
liabilities related to the prepayment of outstanding debt of $865,000. Liabilities also decreased for early
retirement benefits payable due to the Board’s decision to not offer a separation plan for fiscal year 2012.



The following analysis details the changes in net assets resulting from the Agency’s activities.

Revenue
Program Revenue
Charges fOr SEIVICE .......ccoveveieeii e
Operating grants and contributions...........ccccccevvvererennne.
General Revenue
PIOPEITY taX ....vvii it
State foundation aid ..........ccccoeeeeiieiiiinie e
Other grantS.......ccooveeiieieee e
Unrestricted investment earnings..........cccceevvevvevieseene.
Total REVENUE..........cveiieeeeceee e

Program Expenses
INSEFUCTION ....vie e
Student SUPPOIT SEIVICES ......c.vevveieriiriiriesisieeee e
Instructional staff SUPPOIt SEIVICES........cccovvverieiiiiiiiiie
General adminiStration ..........ccccoveveninieniinee e
Building administration ...........c.ccocevvriiieinienenc e
Business and central administration .............ccocoevvieninnne
Purchasing, distributing, printing, publishing
and duplicating........ccceveeieeie e
Plant operations and maintenance ...........ccccooeverenenerienn
Central and other SUPPOIt SEIVICES .......ccccvvvevverieiieiieanns
Unallocated depreciation .............cccccveveveevecie e
Facilities acquisition and construction ............c.cccecvevvveneene.
Interest on long-term debt ...
Noninstructional programs ..........cccccveveeeeveeresieseesee e
Total EXPENSES......ccveieiiiiiie et

Change in Net ASSELS.......ccovveieiieieece e
Net Assets - Beginning of Year........ccccccevvienenenciennnnene

Net Assets - ENA Of YA .....uveeeeeeeeeeeeeeeeeeeeeeeeeeeaa

Changes in Net Assets

Governmental Activities

2012

$ 6,799,243
19,522,354

11,387,722
11,746,375
879

24,116

49,480,689

3,580,058
19,965,918
13,740,133

1,781,137

2,196,751

3,869,342

778,333
2,144,285
4,847
156,232
21,907
711,167
48,950,110
530,579

19,069,916

$ 19,600,495

2011
(As Restated)

$ 6,631,556
23,990,816

11,259,663
14,005,946

44,770

55,932,751

3,315,536
22,477,428
14,019,774

1,922,920

2,135,370

3,577,566

869,658
715,639
25,015
156,659
679,018
49,990
791,117
50,735,690

5,197,061
13,872,855

$ 19,069,916

Property tax and state foundation aid account for 46.8% of the total revenue while operating grants and
contributions from local, state and federal sources account for 39.5% of the total revenue. The Agency’s
expenses primarily relate to student and instruction staff support services, which account for 68.9% of

total expenses.

Decreases in federal ARRA funding and other federal programs, as well as the cut in AEA state special
education dollars account for the decrease in total revenue. The decrease in total expenses is primarily in
student support services, which reflects reductions in staffing that were implemented for fiscal year 2012

to match the lower anticipated revenue.



INDIVIDUAL FUND ANALYSIS

As previously noted, Grant Wood Area Education Agency 10 uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.

The Agency’s governmental funds reported combined fund balances of $14,027,348, which is a decrease
from the beginning of the year fund balances of $14,783,519. The decrease was primarily related to the
prepayment of debt issues, which eliminated the Debt Service fund balance. There were also small
decreases in the General Fund and Off-Site Program fund balances due to expenditure levels exceeding
actual revenue.

BUDGETARY HIGHLIGHTS

Over the course of the year, the Agency amended its budget once to reflect lower state revenue and to
adjust expenditures based on actual staffing levels and compensation settlements.

The Agency’s total revenue was $318,042 less than total budgeted revenue, a variance of 0.6%. Total
expenditures were $532,559 less than budgeted, a variance of 1%.

A schedule showing the original and final budget amounts compared to the Agency’s actual financial
activity is included in the Required Supplementary Information section of this report.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At June 30, 2012, the Agency had invested $6,042,704, net of accumulated depreciation/amortization, in a
broad range of capital assets, including land, buildings, computers, equipment, intangibles and an
extensive library/media collection. This is a net increase of $209,787 from the beginning of the year and
is due to the annual depreciation/amortization expense being less than the cost of new assets purchased.

Grant Wood Area Education Agency 10 reported depreciation/amortization expense of $1,008,741 in
FY12 and total accumulated depreciation/amortization of $10,776,623 at June 30, 2012. More detailed
information about capital assets is available in Note 3 to the financial statements.

Long-Term Liabilities

At June 30, 2012, the Agency had $469,557 in long-term liabilities outstanding compared to $1,797,821
at June 30, 2011. The long-term liabilities are in the form of compensated absences, OPEB liability and
early retirement benefit payable. More detailed information about the Agency’s long-term liabilities is
available in Note 4 to the financial statements.



ECONOMIC FACTORS BEARING ON THE AGENCY'S FUTURE

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:

Due to the impact of the national economy, state and federal funding levels continue to be a
significant area of concern. Growth in state aid to schools and AEAs has been at historic lows. The
Agency received allowable growth of 2% for FY11, 0% for FY12 and 2% for FY'13. The Governor’s
initial state budget reflects his recommendation of 0% allowable growth for both FY14 and FY15.
The statewide AEA system also received a targeted $20 million reduction for FY12 and FY13, which
equates to a funding cut of $2,590,760 for the Agency. This reduction is also included in the
Governor’s budget. Federal funding reductions are also likely pending action on sequestration and
deficit reduction. The Agency plans to utilize available fund balance to offset the impact of these state
and federal funding cuts.

Future enrollment stability is a critical element in maintaining a sound financial foundation. After a
number of years of increasing enrollment, the Agency experienced an overall decline in students
served between 2007 and 2009. Enrollment counts for October, 2010 through 2012 reflect modest
increases again (0.03%, 0.11% and 0.67%, respectively).

Growth in employee wages related to salary schedule movement and increased benefit costs are
anticipated to outpace the increase in state-controlled funding. This relationship has profound effects
on the General Fund budget as approximately 70% of all expenditures are related to staff salaries and
benefits.

For three consecutive years (FY09 — FY11), the Agency had no increases in health insurance
premiums. Medical claims expenses have been trending upward though, and despite adjustments in
plan design, premiums increased by 4% for FY12 and 2.4% for FY13. Preliminary rates for FY14
indicate an increase between 2.9% and 5.9%. Health insurance rates and the impact of Health Care
Reform requirements will continue to be a key budget factor that will be closely monitored.

During June 2008, the City of Cedar Rapids experienced an unprecedented flood event. The flood
damaged an estimated 5,390 homes, as well as 1,133 businesses and 486 nonprofit entities. The total
documented damaged for the Agency’s main facility and contents is over $3.68 million. The Agency
qualified for Public Assistance benefits under guidelines established by the Federal Emergency
Management Agency (FEMA). Due to the magnitude of flood and storm damages in the State of
lowa, the Agency submitted reimbursement requests to FEMA for 90% of eligible losses with the
State of lowa paying 10% of all qualifying damages incurred. A flood insurance penalty totaling
$695,055 was deducted by FEMA from the claims. Delays in receiving reimbursement from FEMA
and the State have also been an ongoing cash flow concern.

The Agency has been looking at our facility needs for several years and is currently in discussion with
Kirkwood Community College to be a partner in their planned Johnson County Regional Center. This
project and other building maintenance issues require careful planning and forecasting, since AEAs
have no funding sources outside the General Fund for capital expenditures.

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 the Business Office of Grant Wood Area Education Agency 10,
4401 - 6th Street, SW, Cedar Rapids, lowa 52404.
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Statement of Net Assets

As of June 30, 2012

Assets
Cash and pooled INVESIMENLS ..........uiiiiieieiieeiiie e e e e e e e e e e eanees $ 10,852,732
Receivables
Ao oo ] 3,948
Due from other QOVEIMMENES ........ouuiiiii i e e e e e e eaeees 8,650,241
VL] 0] 0] € [T 60,649
Prepaid EXPENSES. ... ..ttt 349
Capital assets, net of accumulated depreciation/amortization................cc.ccceeeveenes 6,042,704
0] €1 XYY = £ $ 25,610,623
Liabilities
ACCOUNES PAYADIE ... .uuiiiiiiiiiiiiiii e sas i aanannnnnnnnnnnnnnne $ 2,616,365
Salaries and benefits payable............coii i 2,664,916
Y X olo (U T=T0 B [=1 o] L (= PO 240,175
Deferred Revenue
(=10 (<] = 10,258
) = 1 (= 8,857

Long-Term Liabilities
Portion Due or Payable Within One Year

CompenSated ADSENCES .......uuiiii i e e ee e et e e e e e e ar e 78,958
Early retirement DENEfitS..........oouiiiiiii e 5,527
Portion Due or Payable After One Year
Early retirement benefits payable............ ... 6,300
Net OPEB liability ........uuiiieieiiiiiiiie et e e e e e eenens 378,772
B0) £ 1 I E= Lo Y11 T 6,010,128
Net Assets
Invested in capital assets, net of related debt............ccooooiiiiiiii 6,042,704
Restricted For
Categorical FUNAING........cooii i e e e e e e e eaanes 606,314
MEAIA MALETIAUS ... eeeeee ettt et e e e e eenns 572,814
Off-SItE PIOGIAIMS ... ettt nennes 185,575
Special education tranSPOItALION...........uuuueeerieerieiiieieeeiiieeeeeeeeeeeereeeereeereeeaeeeeeeenne 129,365
(@ o] =E] (o1 (<o 12,063,723
0] £ 1 V=] XY Y < £ 19,600,495
Total LiabilitiesS and NEt ASSEES ...uuiiuiiiiiiiie e e e e e $ 25,610,623

See accompanying notes to the financial statements. 10




Statement of Activities

Year Ended June 30, 2012

Net Revenue,

(Expenses) and

Program Revenue Changes in
Operating Net Assets
Charges Grants and Governmental
Functions/Programs Expenses for Services Contributions Activities
Governmental Activities
INSErUCLION......uviiiiiiiiiiiiiiiiiiiiiiiees $ 3,580,058 $ 1,921,955 $ 2,506,388 $ 848,285
Student support services.............. 19,965,918 152,369 14,254,826 (5,558,723)
Instructional staff support services 13,740,133 2,661,827 2,200,704 (8,877,602)
General administration ................. 1,781,137 51,998 — (1,729,139)
Building administration ................. 2,196,751 — — (2,196,751)
Business and central
administration .............cceeeeeeennn. 3,869,342 1,647,415 408,113 (1,813,814)
Purchasing, distributing, printing,
publishing and duplicating......... 778,333 190,232 — (588,101)
Plant operations and maintenance 2,144,285 19,579 — (2,124,706)
Central and other support services 4,847 — — (4,847)
Unallocated depreciation.............. 156,232 — — (156,232)
Interest on long-term debt............. 21,907 — — (21,907)
Noninstructional programs............ 711,167 153,868 152,323 (404,976)
Total Governmental
Activities .....ccccvveveeiiennnn, $ 48,950,110 $ 6,799,243 $ 19,522,354 (22,628,513)
General Revenue
Property taxes levied for
general purposes..........ccccuvuee.. 11,387,722
State foundation aid...................... 11,746,375
Other grants .........ccccevvvviiiiennnnnnn. 879
Unrestricted investment earnings 24,116
Total General Revenue ....... 23,159,092

Change in Net Assets.................

Net Assets - Beginning of Year,
as previously reported...............

Prior period adjustment (Note 13)

Net Assets - Beginning of Year,
as Restated.........cccooeeeevvvevinnnnnn.

Net Assets - End of Year............

See accompanying notes to the financial statements.

530,579

19,193,671
(123,755)

19,069,916

$ 19,600,495

11



Balance Sheet - Governmental Funds

As of June 30, 2012

Assets

Cash and pooled investments..............

Receivables

ACCOUNTES ...,
Due from other governments..............
Due from other funds.......ccccccevvveeeeenn.
INVENONIES......ceeeeeeeeeeeeeeeeeeeeeeeee,
Prepaid expenditures ........cccccceeeeennnee

Total ASSELS ..o,

Liabilities and Fund Balances
Liabilities

Accounts payable...........cccoceeniiinenee
Salaries and benefits payable..............
Accrued liabilities ..........ccccceeeeeriiiinnnee.
Due to other funds..........ccccceeeeerinnnnn

Deferred Revenue

Fund Balances
Nonspendable

INVENLOTIES cevveeeeieeeeeeeee e
Prepaid expenditures ..........cccccceeeenne

Restricted For

Categorical funding .........ccccccvvvvnnnnnnes
Media materials ..........cccoevviieeieennnns
Off-site programs..........ccccecvvvvvvvvnnnnnnns

Special education transportation

Committed for equipment replacement...

Assigned For

Professional leave ...........cccoeeveevvnnnnn.
Local Projects ......cceeeevvveeeeeniieeeniineen.
Encumbrances..........ccceeevvveveieeiineneeens
UNnassigned .........cocceevviiieeiiiiiee e

Total Fund Balances............cc........

Total Liabilities and Fund Balances....

See accompanying notes to the financial statements.

Nonmajor
Special Revenue Govern-
Off-Site Disaster mental

General Programs Recovery  Funds Total
$10,661,821 $ — % — $190,911 $ 10,852,732
— — — 3,948 3,948
5,704,238 1,743,083 1,202,920 — 8,650,241
2,496,021 — — — 2,496,021
60,649 — — — 60,649
349 — — — 349
$18,923,078 $1.743.083 $ 1,202,920 $194,859 §$ 22,063,940
$ 2444299 $ 172,032 $ — % 34 $ 2,616,365
2,517,339 82,117 — 65,460 2,664,916
240,175 — — — 240,175
— 1,303,359 1,192,662 — 2,496,021
— — 10,258 — 10,258
8,857 — — — 8,857
5,210,670 1,557,508 1,202,920 65,494 8,036,592
60,649 — — — 60,649
349 — — — 349
606,314 — — — 606,314
572,814 — — — 572,814
— 185,575 — — 185,575
— — — 129,365 129,365
152,000 — — — 152,000
192,169 — — — 192,169
89,821 — — — 89,821
107,774 — — — 107,774
11,930,518 — — — 11,930,518
13,712,408 185,575 — _ 129,365 14,027,348
$18923,078 $1,743,083 $ 1,202,920 $ 194,859 $ 22,063,940
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Reconciliation of the Balance Sheet - Governmental Funds to the
Statement of Net Assets

As of June 30, 2012

Total Fund Balances for Governmental Funds (Page 12).... $ 14,027,348

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 governmental funds. The cost of assets is
$16,819,327 and the accumulated depreciation/amortization
IS BLO,776,623. ..ot 6,042,704

Long-term liabilities, including compensated absences,
early retirement benefits and other postemployment
benefits payable are not due and payable in the current
year and, therefore, are not reported in the governmental

FUNOS . nnnnee (469,557)
Net Assets of Governmental Activities (Page 10) ................ $ 19,600,495

See accompanying notes to the financial statements. 13




Statement of Revenue, Expenditures and Changes in Fund Balances -

Governmental Funds

Year Ended June 30, 2012

Revenue

Local SOUICES .......cvvveevieeeeieiiiieeeeeeeeeeeiae,

State SOUICES .....ovueeiiiiieeeiiceeeeeee e

Federal sOUrces .......cceevvvvvvvvieieeeeeriennnne,
Total Revenue........cccccccveveveeeeenen...

Expenditures
Current
INSTFUCHION ...
Student support services...........coeeeennnn.
Instructional staff support services........
General administration ............cccccceeeees
Building administration ................ccceene
Business and central administration......
Purchasing, distributing, printing,
publishing and duplicating...................
Plant operation and maintenance..........
Central and other support services .......
Facilities acquisition and construction.....
Debt SEIVICE ......uvveeiiieiiiiiiiieee e
Noninstructional programs.............c...ee..
Total Expenditures .........ccocveeeenne.

Revenue Over (Under) Expenditures ..

Other Financing Sources (Uses)
Transfers in......ccoooeeeeeieii e,
Transfers Out.........occcvveeeeeeeeiiieeeee,
Total Other Financing Sources
(USES) .ot

Net Change in Fund Balances .............

Fund Balances - Beginning of Year,

as previously reported..........cccccvveeernnns
Prior period adjustment (Note 13)...........
Fund Balances - Beginning of Year,

as Restated .........coccceeeiviiiiiiiiie,

Fund Balances - End of Year ...............

See accompanying notes to the financial statements.

Nonmajor
Special Revenue Govern-
Off-Site Disaster mental

General Programs Recovery Funds Total
$16,349,473 $ 1,726,667 $ 200 $ 12 $ 18,076,352
14,193,906 64,035 — 609,366 14,867,307
16,536,351 — 679 — _ 16,537,030
47,079,730 1,790,702 879 609,378 _ 49,480,689
1,277,565 1,769,467 — 554,676 3,601,708
20,048,381 — — — 20,048,381
14,293,448 — — — 14,293,448
1,596,547 — — — 1,596,547
2,101,645 72,915 — 36,020 2,210,580
3,980,072 — — — 3,980,072
775,251 — — — 775,251
737,988 5,795 3 — 743,786
4,847 — — — 4,847
— — 73,157 1,306,639 1,379,796
— — — 886,907 886,907
715,537 — — — 715,537
45,531,281 1,848,177 73,160 2,784,242 50,236,860
1,548,449 (57.475) (72,281) _(2,174,864) (756,171)
— — 177,366 1,634,671 1,812,037
(1,812,037) — — — (1,812,037)
(1,812,037) — 177,366 1,634,671 —
(263,588) (57.,475) 105,085 (540,193) (756,171)
13,975,996 243,050 — 688,228 14,907,274
— — (105,085) (18,670) (123,755)
13,975,996 243,050 (105,085) 669,558 14,783,519
$13,712408 $ 185575 $ — $ 129365 $14,027,348
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Reconciliation of the Statement of Revenue, Expenditures and Changes in
Fund Balances - Governmental Funds to the Statement of Activities m—

Year Ended June 30, 2012

Change in Fund Balances - Total Governmental Funds (Page 14) $ (756,171)

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

Capital outlays to purchase or build capital assets are
reported in the governmental funds as expenditures.
However, those costs are reported in the statement of net
assets and are allocated over their estimated useful lives as
depreciation/amortization expense in the statement of
activities. The amounts of capital outlays, depreciation/
amortization expense and loss on disposal for the year are

as follows:
Capital outlays........c..evveeeeeiiiieceee e $ 1,219,023
LOSS ON diSPOSaAl .....coeeiiiiiiiiici e (495)
Depreciation/amortization eXpense ...........ccceeeeeeeeeeeeeeeeenn. (1,008,741) 209,787

Repayment of long-term debt is an expenditure in the
governmental funds, but the repayment reduces long-term
liabilities in the statement of net assets. .........ccccevvvvviennennn. 865,000

Compensated absences, early retirement benefit expense
and other postemployment benefits payable reported in the
statement of activities does not require the use of current
financial resources; and therefore, were not reported as

expenditures in the governmental funds. ...............ccoeeeeee. 211,963
Change in Net Assets of Governmental Activities (Page 11) $ 530,579

See accompanying notes to the financial statements. 15



Statement of Fiduciary Assets and Liabilities - Fiduciary Funds - AgencCy s

As of June 30, 2012

Assets

Cash and pooled INVESIMENLS ..........iiiiiiiiiiii e $ 380,636
ACCOUNLES FECERIVADIE ... e e e e et e e e e e e eeaees 309,633
01 = L] = £ PP RN $ 690,269
Liabilities

ACCOUNES PAYADIE ...ttt e e e e e e e e e $ 53,588
SAlANES PAYADIE ... ..o e 347
Due t0 Other QOVEIMMENTS ....uvviii i e et e e e e e et s e e e e e e e eaar e e e eaaaeeennes 28,742
Deposits held in custody Of OthErS ............uuiiiiiiiiii e 607,592
B0 ] = U = o 111 = PR $ 690,269

See accompanying notes to the financial statements. 16



Notes to the Financial Statements

(1) Summary of Significant Accounting Policies and Other Matters

Organization and Function

Grant Wood Area Education Agency 10 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 54 school districts and private
schools in a seven-county area. The Agency is governed by a Board of Directors whose members are
elected on a nonpartisan basis.

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

Reporting Entity

For financial reporting purposes, the Agency 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 Agency 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 activities of the
Agency. For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities normally are supported by intergovernmental revenue.

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/amortization and reduced by outstanding balances for bonds, notes and other debt
attributable 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 which can be removed or modified.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies and Other Matters

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenue. Direct expenses are those that are clearly identifiable with a
specific function. Program revenue includes: (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
revenue are reported as general revenue.

Fund Financial Statements

Separate financial statements are provided for governmental 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 revenue and other
receipts 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 Special Revenue - Off-Site Programs Fund is used to account for special education instruction
classes held off-site. The actual costs of providing instructional services to the pupils are billed to
the individual school districts.

The Special Revenue - Disaster Recovery Fund is used to account for the cost of building clean-up,
repairs and contents, as well as temporary facilities costs for the historic flood of June, 2008.

The Agency also reports the following fiduciary fund:

The agency fund is used to account for assets held by the Agency as an agent for individuals, private
organizations and other governments. The Agency fund is custodial in nature, assets equal liabilities
and does not involve measurement of results of operations.

Measurement Focus and Basis of Accounting

The Government-wide 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
satisfied.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both
measurable and available. Revenue is considered to be available when it is collectible within the current
year or soon enough thereafter to pay liabilities of the current year. For this purpose, the Agency
considers revenue to be available if it is collected within 60 days after year end.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies and Other Matters

Intergovernmental revenue (shared revenue, 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.

Under the terms of the grant agreements, the Agency funds certain programs by a combination of specific
cost-reimbursement grants and general revenue. Thus, when program expenses are incurred, there are
both restricted and unrestricted net assets available to finance the program. It is the Agency’s policy to
first apply cost-reimbursement grant resources to such programs and then general revenue.

When an expenditure is incurred in governmental funds which can be paid using either restricted or
unrestricted resources, the Agency’s policy is to pay the expenditure from restricted fund balance and
then from less-restrictive classifications - committed, assigned and then unassigned fund balances.

Assets, Liabilities and Fund Equity

Cash and Pooled Investments

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

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 consumption.

Capital Assets

Capital assets, which include property, furniture, equipment and intangibles, are reported in the
Government-wide statement of net assets. Capital assets are recorded at historical cost. Donated
capital assets are recorded at estimated fair value at the date of donation. The cost of normal
maintenance and repair 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.

Asset Class Amount
= T PSRRI $ 1,000
= TUT] T [T T P 1,000
Improvements other than DUIIAINGS ..........uuiiiiiiiiiiii e 1,000
Furniture and @qUIPMENT .......... e e e e e e e e 1,000
Computers and portable eVICES ..o 400
Library books and other media materials............cooooeeeeoiiee Cost
] =Y T 1 o] == 200,000

19



Notes to the Financial Statements

(1) Summary of Significant Accounting Policies and Other Matters

All capital assets except library books and other media materials are depreciated/amortized using the
straight-line method of depreciation/amortization and library books and other media materials are
depreciated using the composite method over the following estimated useful lives:

Asset Class Estimated Useful Lives
BUIIAINGS - 50 Years
Improvements other than buildings ...........ceeiiiiiii i, 20 Years
Furniture and eqUIPMENT .........ii i e e e e eanans 5 Years
Computers and portable deViCeS..........ooovveiiiiii 5 Years
Library books and other media materials..............cooooeeeeeeeeee e 10 Years
INEANGIDIES. ... e 15 Years

Salaries and Benefits Payable
Payroll and related expenses for staff 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 sick leave 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 noncurrent compensated
absences. This liability has been computed based on rates of pay in effect at June 30, 2012. The
compensated absences liability attributable to the governmental activities will be paid primarily by the
General and Special Revenue Funds.

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

Fund Balances
In the governmental fund financial statements, fund balances are classified for amounts as follows:

Nonspendable - Amounts which cannot be spent because they are in a nonspendable form or
because they are legally or contractually required to be maintained intact.

Restricted - Amounts restricted to specific purposes when constraints placed on the use of the

resources are either externally imposed by creditors, grantors or state or federal laws or are
imposed by law through constitutional provisions or enabling legislation.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies and Other Matters

Committed - Amounts which can be used only for specific purposes determined pursuant to
constraints formally imposed by the Board of Directors through resolution approved prior to year
end. Committed amounts cannot be used for any other purpose unless the Board of Directors
removes or changes the specified use by taking the same action it employed to commit these
amounts.

Assigned - Amounts the Board of Directors intends to use for specific purposes.
Unassigned - All amounts not included in the preceding classifications.

Budgets and Budgetary Accounting
The budgetary comparison and related disclosures are reported as required supplementary information.
During the year ended June 30, 2012, expenditures did not exceed the amounts budgeted.

Subsequent Events
Management has evaluated subsequent events through December 18, 2012, the date which the financial
statements were available to be issued.

(2) Cash and Pooled Investments

The Agency's deposits in banks at June 30, 2012 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 that 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.

Credit Risk

The Agency had investments in the lowa Schools Joint Investment Trust Direct Government Obligation
Portfolio which are valued at an amortized cost of $4,524 pursuant to Rule 2a-7 under the Investment
Company Act of 1940. The investment in the lowa Schools Joint Investment Trust was rated AAAm by
Standard & Poor’s Financial Services.
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Notes to the Financial Statements

(3) Capital Assets

Capital assets activity for the year ended June 30, 2012 was as follows:

Balance -
Beginning Balance -
of Year Increases Decreases End of Year
Governmental Activities
Capital Assets Not Being
Depreciated/Amortized
Land.......coooei, $ 260,155 $ —  $ — 260,155
Intangible assets in development 605,247 106,098 711,345 —
Total Capital Assets Not Being
Depreciated/Amortized...... 865,402 106,098 711,345 260,155
Capital Assets Being Depreciated/
Amortized
Buildings ..., 5,944,794 — — 5,944,794
Improvements other than
buildingS.......ccovvvvvvviiiiiiiieeee, 611,686 — — 611,686
Furniture and equipment ............ 5,319,754 718,701 401,095 5,637,360
Library books and other media
materials ........cccccvvvveviiieeeenn, 3,485,778 394,224 588,067 3,291,935
Intangibles..........ccceeieiiien, 362,052 711,345 — 1,073,397
Total Capital Assets Being
Depreciated/Amortized....... 15,724,064 1,824,270 989,162 16,559,172
Less Accumulated Depreciation/
Amortization For
Buildings ... 3,194,240 118,896 — 3,313,136
Improvements other than
buildings.......cccovvvvvvviiiiiiiieee, 263,354 30,584 — 293,938
Furniture and equipment ............ 4,105,985 482,189 400,600 4,187,574
Intangibles..........cccceeeeiiiiee, 24,137 47,879 — 72,016
Library books and other
medial materials....................... 3,168,833 329,193 588,067 2,909,959
Total Accumulated
Depreciation/Amortization . 10,756,549 1,008,741 988,667 10,776,623
Total Capital Assets Being
Depreciated/Amortized, Net .......... 4,967,515 815,529 495 5,782,549
Governmental Activities
Capital Assets, Net........c..oceeeveeens $ 5832917 $ 921627 $ 711,840 $ 6,042,704
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Notes to the Financial Statements

(3) Capital Assets
Depreciation/amortization expense was charged as follows:

Governmental Activities

FRES] (0 To3 o] I $ 1,494
StUAENT SUPPOIT SEIVICES ...uuuuiieeeeiieititie e e e e e ettt ee s e e e e e e e e ettt s e e e e e eesaattaaaaaeaaeeeannes 14,144
Instructional staff SUPPOIt SEIVICES .......cceviiiiiii e e 489,250
General adMINISITALION ... ....iee e e e e e e s e e s e e s e e s e e s eenas 193,057
Business and central adminiSTratioN ... ... .c..vee e e e e e e e e e eenns 105,883
Plant operation and MaiNtENANCE ............uuiiiii e e 35,233
Purchasing, distributing, printing, publishing and duplicating...............cccooeeeeeieeeee. 13,448
LU = | o Tox= 1 (=T R 156,232
Total Governmental Activities Depreciation EXPENSe ...........uuuvvvviiiimiiriiiiiiiiiiiiiiinnns $ 1,008,741

(4) Long-Term Liabilities

A summary of changes in long-term liabilities for the year ended June 30, 2012 is as follows:

Balance -
Beginning Balance - Due Within
of Year Additions Reductions End of Year One Year

Early retirement benefits $ 524034 % — $ 512207 $ 11827 $ 5,527
Compensated absences 122,649 78,958 122,649 78,958 78,958

Certificates of participation 865,000 — 865,000 — —
Net OPERB liability 286,138 92,634 — 378,772 —

$ 1797821 $ 171592 $ 1499856 $ 469,557 $ 84,485

Certificates of Participation

The Agency had sold certificates of participation for land, facilities and improvements. The certificates of
participation represented an ownership interest of the certificate holder in a lease purchase agreement.
The certificates were paid off in the current year.

Payments for the certificates of participation for the year ended June 30, 2012, including interest, totaled
$886,907.

Early Retirement Benefits Payable

In 2009, Grant Wood Area Education Agency 10 adopted a Transition Separation Plan for its employees.
The retirement benefit is calculated using rates ranging between 20% and 35% of the average annual pay
of the employee’s highest three fiscal years. Early retirement benefits paid to 23 participants during the
year ended June 30, 2012 totaled $512,207. For employees who separated prior to July 1, 2009, the
Agency will continue to provide health and life insurance benefits for 30 participants through June, 2016.
Actual expenditures for health and life insurance benefits for the year ended June 30, 2012 totaled
$61,825.
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Notes to the Financial Statements

(4) Long-Term Liabilities

The following is a schedule by years of future estimated minimum early retirement benefits payments
required:

Year Ending June 30,

203 $ 5,527
2014 . 3,391
B2 0 0 PP PPPTR 2,088
2016 . 821
LI 1= | TP P PP T P PP PPPPPRPPPRPPTRRPIN $ 11,827

(5) Due From and Due to Other Funds

The detail of interfund receivables and payables at June 30, 2012 was as follows:

Receivable Fund Payable Fund Amount
General Special Revenue - Off-Site Programs $ 1,303,359
General Special Revenue - Disaster Recovery 1,192,662

$ 2,496,021

The Special Revenue - Off-site Programs Fund is repaying the General Fund for special education
billings not received prior to the current year end. The balance is expected to be paid by September 30,
2012.

The Special Revenue - Disaster Recovery Fund is repaying the General Fund for grant amounts not yet
received. The balance is expected to be repaid by June 30, 2013.

(6) Interfund Transfers

The detail of interfund transfers for the year ended June 30, 2012 was as follows:

Transfer to Transfer From Amount
Debt Service General $ 328,032
Special Revenue - Disaster Recovery General 177,366
Capital Projects General 1,306,639
Total $ 1812037

Transfers generally move resources from the fund statutorily required to collect the resources to the fund
statutorily required to expend the resources.
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Notes to the Financial Statements

(7) Operating Leases

The Agency leases office equipment and various facilities within the area to house the different programs
of the Agency. These leases have been classified as operating leases and, accordingly, all rents are
recorded as expenditures as incurred. The leases expire between July, 2012 and March, 2016. Certain
leases are renewable for additional periods. Some of the leases also require the payment of normal
maintenance and insurance on the properties and equipment. In most cases, management expects that
the leases will be renewed or replaced by other leases.

The following is a schedule by years of future minimum rental payments required under operating leases
which have initial or remaining noncancelable lease terms in excess of one year as of June 30, 2012.

Year Ending June 30,

20 1 PP PPPPTT $ 191,118
200 et e e et r e e e e e e e nrnns 172,681
P20 PSSP PPPPPPTR 148,110
20 G PP UPPPPT 94,120
LI 1= | TP TP TP PP PPOTPPPPRRPRTRRRIN: $ 606,029

Total rental expenditures for the year ended June 30, 2012 for all operating leases, except those with
terms of a month or less that were not renewed, was $389,410.

(8) 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 supplementary 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 5.38% of their annual covered salary and the Agency is required
to contribute 8.07% of annual covered salary. Contribution requirements are established by State statute.
The Agency’s contributions to IPERS for the years ended June 30, 2012, 2011 and 2010 were
$2,129,521, $1,990,569 and $1,906,023, respectively, which was equal to the required contribution for
the years.

(9) Other Postemployment Benefits (OPEB)

Plan Description

The Agency participates in an Agent Multiple Employer Defined Benefit Health Care Plan called the Metro
Interagency Insurance Program (MIIP). This plan provides medical and prescription drug benefits for
employees and retirees and their spouses. There are 392 active and 57 retired members in the plan.
Retirees must be age 55 or older at retirement.
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Notes to the Financial Statements

(9) Other Postemployment Benefits (OPEB)

The postemployment medical and prescription benefits are provided through the MIIP plans. Retirees
under age 65 pay the same premium for the medical/prescription drug benefits as active employees,
which results in an implicit subsidy of an OPEB liability. MIIP issues a publicly available financial report
that includes financial statements and required supplementary information. The report may be obtained in
writing to MIIP, 4401 - 6th Street, SW, Cedar Rapids, lowa 52404.

Funding Policy

The contribution requirements of plan members and the Agency are established and may be amended by
the MIIP Board of Trustees. MIIP members receiving benefits contribute a monthly amount that varies
depending on the health plan selected and coverage of the employee at the time of requirement. The
Agency currently finances the retiree benefits 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, 2012, the amount actually contributed to the plan and changes in the Agency's net OPEB
obligation:

Annual required CONtIDULION ........c.coiiiiiie e e e e e e aeeaees $ 207,806
Interest on net OPEB 0Obligation.............uuuiiiiieieiiieiiie et e e e e e e aeeeees 7,153
Adjustment to annual required contribution.............cccoooii i (17,115)

ANNUAL OPEB COSt ittt e e e 197,844
CoNtribULIONS MATE ......cooiiiiiiiii i (105,210)

Increase in Net OPEB Obligation ..........c.covvuiiiiiiiiie e e e 92,634
Net OPEB Obligation - Beginning of Year............ociiiiiiiii i 286,138
Net OPEB Obligation - ENd of YEar..........coiiiiiiiiiicci i $ 378,772

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 actual contributions for the year ended June 30,
2012.

For the year ended June 30, 2012, the Agency contributed $105,210 to the medical plan. Plan members
eligible for benefits contributed $350,472, or 77%, of the premium costs.
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Notes to the Financial Statements

(9) Other Postemployment Benefits (OPEB)

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, 2012 are summarized as follows:

Percentage of

Annual Annual OPEB Net OPEB
Year Ended OPEB Cost Cost Contributed Obligation
June 30, 2010 $ 236,339 59.0% $ 199,236
June 30, 2011 203,721 57.3 286,138
June 30, 2012 197,844 53.2 378,772

Funded Status and Funding Progress

As of July 1, 2010, the most recent actuarial valuation date for the period of July 1, 2011 through June 30,
2012, the actuarial accrued liability was $1,642,382, with no actuarial value of assets, resulting in an
unfunded actuarial accrued liability (UAAL) of $1,642,382. The covered payroll (annual payroll of active
employees covered by the plan) was approximately $26,700,000 and the ratio of the UAAL to the covered
payroll was 6.2%. As of June 30, 2012, there were no trust fund assets.

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
assumptions about future employment, mortality and the healthcare 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
supplementary information in the section following the Notes to Financial Statements, presents 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, 2010 actuarial valuation date, the frozen entry age actuarial cost method was used. The
actuarial assumptions included a 2.5% discount rate and an annual healthcare cost trend rate of 6% per
year.

Mortality rates are from the 94 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 Valuation Report as of June 30, 2009 and applying the termination factors used in IPERS
Actuarial Report as of June 30, 2009.

Projected claim costs of the medical plan are $275 per month per active employee. The UAAL is being
amortized as a level percentage of projected payroll expense over 30 years.
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(10) 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 did not exceed commercial insurance
coverage in any of the past three fiscal years.

(11) Commitments and Contingencies

Employee Benefits

Employees accumulated sick pay based upon months of service. Unused sick days may be carried
forward until needed by the employee. Upon termination, retirement or death, unused days are forfeited,
therefore, no accrual is required.

(12) Early Childhood lowa County Area Board

The Grant Wood Area Education Agency 10 is the fiscal agent for the Early Childhood lowa County Area
Board, an organization formed pursuant to the provisions of Chapter 2561 of the Code of lowa. The Area
Board receives state grants to administer early childhood and school ready programs. Financial
transactions of the Area Board are included in the Agency’s financial statements as an Agency Fund
because of the Agency’s fiduciary relationship with the organization. The Area Board’s financial data for
the year ended June 30, 2012 is as follows:

Early School
Childhood Ready Total
Revenue
State Grants
Early childhood ............cooovvviiiiiiiiiiiieeeeee $ 15,168 $ — $ 15,168
Family support and parent education .............cccccceeeeee... — 58,913 58,913
Preschool support for low-income families .................... — 32,085 32,085
Quality improvement..........cccceeeeieeeeiieeecee e, — 46,694 46,694
Allocation for administration ...........cooveeeeeieieieieeeen, 798 5,139 5,937
Other grant programs............cceeeieeeeieeeeiiiiees e eeeeeeeeriinn — 7,190 7,190
Total REVENUE.......uuiiiiiiiiiiiiiiiiiiiiiiieeeeeeeees 15,966 150,021 165,987
Expenditures
Program Services
Early childnood ..........coovviiiiiiiic e 15,175 — 15,175
Family support and parent education ................cccc........ — 55,431 55,431
Preschool support for low-income families .................... — 39,055 39,055
Quality iImprovement ............uueiiiiieiiieeee e — 37,993 37,993
Other program SEIVICES......ccooeveeeieeeeeee e — 7,190 7,190
Total Program ServiCeS.........uueeeiieeeiveeiiiiiieeeeeeeeennnns 15,175 139,669 154,844
AdMINIStratioN..........coiiiiiii e 798 5,900 6,698
Total EXPenditures ...........eeeeeeeiiiiiiiiiiiiiiiiiiiiiiiiiieneens 15,973 145,569 161,542
Net Change in Fund Balance...........cccoooeviiiiii e, (7) 4,452 4,445
Fund Balance - Beginning of Year...........ccccccvvviiiiiniinnnnns 7 26,267 26,274
Fund Balance - End of Year ........ccccccccvviivniniiiiiniiiiinnns $ — $ 30,719 $ 30,719
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(13) Prior Period Adjustments

During the year ended June 30, 2012, management determined that a reimbursement of a portion of flood
expenses it had recorded as receivable in the prior year had been overstated. As a result, a prior period
adjustment has been made to decrease the Special Revenue - Disaster Recovery Fund balance as of
June 30, 2011 by $105,085.

Additionally, during the year ended June 30, 2012, management determined that the prior year accrued
payroll benefits for the Juvenile Home had been understated by $18,670. As a result, a prior period
adjustment has been made to decrease the Special Revenue - Juvenile Home Fund balance as of
June 30, 2011 by $18,670.

These prior period adjustments also decreased the Agency-wide net assets as of June 30, 2011 by

$123,755. There was no effect on any other fund balances, nor any effect on the changes in net assets or
fund balances for the year ended June 30, 2012.
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Schedule of Budgetary Comparison of Revenue, Expenditures and
Changes in Balances - Budget and Actual - All Governmental FuNds

Year Ended June 30, 2012

Actual Budget Amount Over
Governmental (Under)
Fund Types Original Final Budget
Revenue
LoCal SOUICES ...oevvveeeeeeeeeeeeeeeaeae $ 18,076,352 $ 17,043,772 $ 17,721,203 $ 355,149
StAte SOUICES ..vvnivnieieiieieieeieeaeanas 14,867,307 17,029,450 14,854,316 12,991
Federal sources...........ccccccvvvvvvvnnnnnnns 16,537,030 16,020,000 17,223,212 (686,182)
Total Revenue............ceee..... 49,480,689 50,093,222 49,798,731 (318,042)
Expenditures
Current
INSTIUCTION ..evvvev e 3,601,708 3,306,856 3,449,550 152,158
Student support services............... 20,048,381 22,416,000 20,117,408 (69,027)
Instructional staff support services 14,293,448 15,500,000 14,625,252 (331,804)
General administration................... 1,596,547 1,845,000 1,665,040 (68,493)
Building administration.................. 2,210,580 2,278,926 2,280,230 (69,650)
Business and central administration 3,980,072 3,691,000 4,123,277 (143,205)
Purchasing, distributing, printing,
publishing and duplicating......... 775,251 899,000 849,509 (74,258)
Plant operations and maintenance 743,786 1,006,550 691,114 52,672
Central and other support services 4,847 7,300 9,600 (4,753)
Facilities acquisition and construction 1,379,796 — 1,351,200 28,596
Debt service......ccccccvvvviiiiiiiiinnnnnn. 886,907 275,703 886,907 —
Noninstructional programs............. 715,537 827,000 720,332 (4,795)
Total Expenditures............... 50,236,860 52,053,335 50,769,419 (532,559)
Revenue Under Expenditures........ (756,171) (1,960,113) (970,688) 214,517
Other Financing Uses, Net............. — (49,000) (272,000) 272,000
Revenue Over (Under)Expenditures
and Other Financing Uses.......... (756,171) (2,009,113) (1,242,688) 486,517
Balance - Beginning of Year, as
Restated .......ccccccvvvvvvviiiiiiiiiienenn, 14,783,519 10,340,351 14,907,278 (123,759)
Balance - End of Year..........cccc....... $ 14027348 $ 8331238 $ 13664590 $ 362,758

This budgetary comparison is presented as required supplementary 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 for all funds except Agency Funds.
Although the budget document presents functional expenditures by fund, the legal level of control is at the
total expenditure 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, 2012, the Agency's expenditures did not exceed the approved budget.
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Schedule of Funding Progress for the Retiree Health Plan

Year Ended June 30, 2012

Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage
Year Actuarial Value of Liability AAL Funded Covered of Covered
Ended Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll
June 30, Date (a) (b) (b-a) (a/b) (c) [(b-a)/c]
2010 7-1-08 $— $2,139,000 $2,139,000 0.0% $28,024,000 7.6%
2011 7-1-10 — 1,642,382* 1,642,382* 0.0 28,904,000 5.7
2012 7-1-10 — 1,642,382 1,642,382 0.0 26,700,000 6.2

See Note 9 in the accompanying Notes to the Financial Statements for the plan description, funding
policy, annual OPEB cost, net OPEB obligation, funded status and funding progress.

* Less than unfunded actuarial accrued liability as of June 30, 2010 because of fiscal year 2010/2011
actuarial loss due to pay-as-you go funding with increase in future normal costs offset by assumed trend
and “aging” retired employees.
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Combining Balance Sheet - Nonmajor Governmental Funds =——————

As of June 30, 2012

Special Revenue
Juvenile Special Education

Home Transportation Total

Assets
Cash and pooled investments ...........ccccceecveeeeennee $ 61,546 $ 129,365 $ 190,911
Receivables

ACCOUNES ..ttt e e eaneanas 3,948 — 3,948
TOtaAl ASSOES et $ 65,494 $ 129,365 $ 194,859
Liabilities and Fund Balances
Liabilities
Accounts payable ...........coooiiiiiiiiiee e $ 34 $ — $ 34
Salaries and benefits payable...........cccccccvviiiniinnn. 65,460 — 65,460

Total Liabilities .....ooeveeeeeieeee e, 65,494 — 65,494

Fund Balances
Restricted For

Special education transportation........................... — 129,365 129,365
Total Liabilities and Fund Balances...........c......... $ 65,494 $ 129,365 $ 194,859
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Combining Schedule of Revenue, Expenditures and Changes in Fund
Balances - Nonmajor Governmental Funds

Year Ended June 30, 2012

Special Revenue

Special
Education
Juvenile Trans- Capital Debt
Home portation Projects Service Total
Revenue
Local SOUrCeS ...........cceuveennee. $ — % — 3 — 3 12 % 12
State sources ..........ccceeeeeees 609,366 — — — 609,366
Total Revenue.............. 609,366 — — 12 609,378
Expenditures
Current
INStruction .......covevvvevvennnen. 554,676 — — — 554,676
Building administration...... 36,020 — — — 36,020
Facilities acquisition and
construction............c....... — — 1,306,639 — 1,306,639
Debt service.........ccccuuvnnn. — — — 886,907 886,907
Total Expenditures... 590,696 — 1,306,639 886,907 2,784,242
Revenue Over (Under)
Expenditures.......cc.......... 18,670 — _(1,306,639) (886,895) _(2,174,864)
Other Financing Sources
Transfers in......cc.ccccveeeeeenn, — — 1,306,639 328,032 1,634,671
Net Change in Fund
Balances.....cccccccccvvvnnnnnn. 18,670 — — (558.863) (540,193)
Fund Balances - Beginning
of Year, as Previously
Reported......cccccevvvvvvenennn. — 129,365 — 558,863 688,228
Prior period adjustment
(Note 13).....ceuvvvvevrernnnnnnnnns (18,670) — — — (18,670)
Fund Balances - Beginning
of Year, as Restated ......... (18,670) 129,365 — 558,863 669,558
Fund Balances - End
of Year ....cooceevveevieeennn. $ — $ 129365 $ — 3 — $ 129365
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Schedule of Changes in Fiduciary Assets and Liabilities - AgenCcy =————

Year Ended June 30, 2012

Balance - Balance -
Beginning End
of Year Additions Deductions of Year
Assets
Cash and pooled investments .... $ 348,205 $ 380,636 $ 348,205 $ 380,636
Accounts receivable ................... 435,755 309,633 435,755 309,633
Due from other governments...... 25,065 — 25,065 —
Total ASSEtS ...cvvvvvvieeiieeieiieeees $ 809,025 $ 690,269 $ 809,025 $ 690,269
Liabilities
Accounts payable....................... $ 276,780 $ 53,588 $ 276,780 $ 53,588
Salaries payable..........ccccccee... 9,271 347 9,271 347
Due to other governments........... 5,309 28,742 5,309 28,742
Deposits held in custody of
OtherS....cooiiiiiiii e 517,665 607,592 517,665 607,592

Total Liabilities .........cccoeeeevnneeee. $ 809.025 $ 690,269 $ 809.025 $ 690,269

See accompanying notes to the financial statements. 34



Schedule of Revenue By Source, Expenditures By Function -
All Governmental Fund Types (Modified Accrual Basis)

For the Last Ten Years

Revenue

Local SOUICES ......ccvvveiviieiieeiieeeeeeean,
State SOUICES ..vuvvniiiiiiciceeeee e,
Federal SOUICeS.......ocvvvviiiiiiiiiiiceieees

Total ReVeNUEe......c. e

Expenditures

Current
INSLrUCHION ...,
Student support Services....................
Instructional staff support services .....
General administration........................
Building administration.......................
Business and central administration...
Purchasing, distributing, printing,

publishing and duplicating ...............

Plant operations and maintenance.....
Central and other support services.....

Facilities acquisition and construction.....

Debt ServiCe ........uveeiiiieeiiieeiccie e

Noninstructional programs......................

Total Expenditures .........coeevvveviieeeeennn.

2012 2011 2010 2009 2008 2007 2006 2005 2004 2003
$ 18,076,352 $ 17,938,412 $ 17,206,139 $ 17,030,516 $ 16,038,177 $ 15,041,418 $ 13,983,285 $ 13,132,227 $ 13,037,224 $ 12,209,133
14,867,307 17,188,524 15,277,092 16,486,116 14,749,636 12,264,922 11,178,373 10,603,900 10,300,970 11,591,250
16,537,030 20,805,815 28,598,201 19,520,136 15,202,341 14,987,496 15,511,872 14,908,419 13,003,285 10,971,592
$ 49,480,689 $ 55932,751 $ 61,081,432 $ 53,036,768 $ 45,990,154 $ 42,293,836 $ 40,673,530 $ 38,644,546 $ 36,341479 $ 34771975
3,601,708 3,306,263 3,410,085 $ 4,478,567 3,431,606 3,218,572 $ 2,861,860 $ 2,895,016 $ 2,935981 2,552,239
20,048,381 22,374,649 29,381,578 22,105,572 19,216,300 17,612,480 16,334,283 21,842,877 20,282,887 19,352,674
14,293,448 14,053,374 13,828,831 12,258,544 12,361,673 11,276,485 12,251,021 5,320,170 4,792,394 4,671,453
1,596,547 1,822,184 2,097,285 1,987,993 1,444,593 1,781,740 1,282,735 1,330,034 1,052,261 1,169,882
2,210,580 2,123,953 2,331,166 2,288,356 1,990,916 1,937,768 1,612,866 1,400,136 1,413,081 1,262,465
3,980,072 3,687,540 3,178,880 3,152,350 4,402,141 3,887,997 3,866,531 1,176,309 1,006,928 1,131,737
775,251 869,658 897,708 900,666 — — — — — —
743,786 685,943 1,115,925 1,426,833 1,712,287 757,681 661,940 894,915 891,464 1,022,349
4,847 3,433 9,030 7,279 9,432 10,979 190,256 2,898,370 3,377,635 2,806,745
1,379,796 677,291 164,998 1,633,129 — 1,151,924 1,065,020 59,409 678 31,145
886,907 279,990 206,065 258,865 271,023 279,755 290,239 1,464,930 287,408 288,311
715,537 787,483 909,035 1,041,533 1,412,006 — — — 51,996 95,641
$ 50,236,860 $ 50,671,761 $ 57,530,586 $ 51,539,687 $ 46,251,977 $ 41915,381 $ 40,416,751 $ 39,282,166 $ 36,092,713 $ 34,384,641
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Schedule of Expenditures of Federal Awards

Year Ended June 30, 2012

Federal Grantor/Pass-Through
Grantor/Program or Cluster Title

U.S. Department of Education - Indirect
Pass-Through From lowa Department of Education
Special Education Cluster (IDEA)
Special Education - Grants to States
IDEA Part B Section 611...........coiiiieeiiiiiiiiiieee e,
Information Management Systems..........cccccceeeeeeeeeeeevninnnnn.
Parent Educator CONNECHION ............uevvuviieiiiiiiiiiiiiiiieninennns
IDEA - Flowthrough to LEA .........ooiiiiiiiiiiiiiiiiiie
Total Special Education - Grants to States ....................
Special Education - Preschool Grants - Section 619.............
Total Special Education Cluster (IDEA) ...........ccceeeeennn.
Career and Technical Education - Basic Grants to States........
Early Intervention Services (IDEA) Cluster

Special Education - Grants for Infants and Families -

Part C - Infant and Toddler.........ccccoeeevviieiiiiiinieeeeeeeein,

ARRA - Special Education - Grants for Infants and

Families, Recovery Act-Part C..........cccccvviieeni e,
Total Early Intervention Service (IDEA) Cluster .............
Safe and Drug-Free Schools and Communities -

National Programs............cceeeiiieeiiieeiiies e eeenns
Educational Technology State Grants Cluster

Educational Technology State Grants............cccccceeeeveeeeeeennns

ARRA - Educational Technology State Grants,

RECOVEIY ACL. ..
Total Educational Technology State Grants Cluster.......
ARRA - State Fiscal Stabilization Fund (SFSF) -

Innovation Fund, Recovery ACt.........ccccceeviieeiiiiiiiiiiiee e,
Special Education - State Personnel Development ..................
Reading First State GrantS............coevvvviiiiiiiiiiiiiiiiiiiiiiieeiieeeeee

Total U.S. Department of Education...........ccccccevvvnnnnn.

Corporation for National and Community Services - Indirect
Pass-Through From lowa Department of Education
Learn and Serve America - School and Community Based
PrOgramS. . ...

U.S. Department of Homeland Security - Indirect
Pass-Through From lowa Homeland Security and Emergency
Management
Disaster Grants - Public Assistance (Presidentially
Declared DiSASIEIS).......uuuuuuuuuiiiiiiiiiiiiiiiiiiiiiiiineennarennennnennns

Total Federal Financial ASSIStANCEe ......c.vvviviiiieie e

Federal
CFDA
Number

84.027
84.027
84.027
84.027
84.173

84.048

84.181

84.393

84.184

84.318

84.386

84.396
84.323
84.357

94.004

97.036

Federal
Expenditures

$ 9,678,442
407,843
152,323

3,495,873
13,734,481
316,514
14,050,995
264,811
382,492
17,790

— 400,282
127,174
141,861

1,344,445
1,486,306

10,300

54,632

131,836
16,526,336

745

678

$ 16,527,759
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Schedule of Expenditures of Federal Awards

Year Ended June 30, 2012

Basis of Presentation

The schedule of expenditures of federal awards includes the federal grant activity of Grant Wood Area
Education Agency 10 and is presented on the modified accrual basis of accounting. The information in
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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HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

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

Board of Directors
Grant Wood Area Education Agency 10
Cedar Rapids, lowa

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of Grant Wood Area Education Agency 10 as of and for
the year ended June 30, 2012, which collectively comprise the Agency's basic financial statements, as
listed in the table of contents, and have issued our report thereon dated December 18, 2012. 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

The management of Grant Wood Area Education Agency 10 is responsible for establishing and
maintaining effective internal control over financial reporting. In planning and performing our audit, we
considered Grant Wood Area Education Agency 10'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 Grant Wood Area
Education Agency 10's internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of Grant Wood Area Education Agency 10'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 was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses.

A deficiency in internal control 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 and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that that there is a reasonable possibility a material
misstatement of the Agency’s financial statements will not be prevented or detected and corrected on a
timely basis. We did not identify any deficiencies in internal control over financial reporting we considered
to be material weaknesses.
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Board of Directors
Grant Wood Area Education Agency 10
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Grant Wood Area Education Agency 10'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 nhoncompliance or other
matters that are required to be reported under Government Auditing Standards. However, we noted an
immaterial instance of noncompliance which is described in Part IV of the accompanying schedule of
findings and questioned costs.

Comments involving statutory and other legal matters about Grant Wood Area Education Agency 10's
operations for the year ended June 30, 2012 are based exclusively on knowledge obtained from
procedures performed during our audit of the financial statements of Grant Wood Area Education
Agency 10. 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.

Grant Wood Area Education Agency 10’s response to the finding identified in our audit is described in the
accompanying schedule of findings and questioned costs. While we have expressed our conclusion on
the Agency’s response, we did not audit Grant Wood Area Education Agency 10’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 Grant Wood Area Education Agency 10 and other parties to whom Grant
Wood Area Education Agency 10 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.

Hocai - Hanseu

HOGAN - HANSEN

Mason City, lowa
December 18, 2012
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HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

Independent Auditor’s Report on Compliance With Requirements That
Could Have a Direct and Material Effect on Each Major Program
and on Internal Control Over Compliance in Accordance with
OMB Circular A-133

Board of Directors
Grant Wood Area Education Agency 10
Cedar Rapids, lowa

Compliance

We have audited Grant Wood Area Education Agency 10’s compliance, with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2012. Grant Wood Area Education Agency 10's major federal programs are
identified in Part | of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grant agreements applicable to each of its major federal
programs is the responsibility of Grant Wood Area Education Agency 10's management. Our
responsibility is to express an opinion on Grant Wood Area Education Agency 10'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 Grant
Wood Area Education Agency 10'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 on Grant Wood Area
Education Agency 10's compliance with those requirements.

In our opinion, Grant Wood Area Education Agency 10 complied, in all material respects, with the
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2012.
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Board of Directors
Grant Wood Area Education Agency 10
Page 2

Internal Control Over Compliance

The management of Grant Wood Area Education Agency 10 is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations, contracts
and grant agreements applicable to federal programs. In planning and performing our audit, we
considered Grant Wood Area Education Agency 10's internal control over compliance with 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 and to test and report on internal
control over compliance in accordance with OMB Circular A-133, 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 Grant Wood Area Education Agency 10’s internal control over
compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over compliance
that might be significant deficiencies or material weaknesses and, therefore, there can be no assurance
all deficiencies, significant deficiencies or material weaknesses have been identified.

A deficiency in the Agency’s internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect and correct noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected and corrected on a timely basis. We did not identify
any deficiencies in internal control over compliance we considered to be material weaknesses.

The purpose of this report is solely to describe the scope of our testing of compliance with the types of
compliance requirements applicable to each of Grant Wood Area Education Agency 10’s major programs
and our testing of internal control over compliance and the results of our testing, and to provide an
opinion on Grant Wood Area Education Agency 10’s compliance but not to provide an opinion on the
effectiveness of Grant Wood Area Education Agency 10’s internal control over compliance. This report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering
Grant Wood Area Education Agency 10’s compliance with requirements applicable to each major
program and its internal control over compliance. Accordingly, this report is not suitable for any other
purpose.

Hocai - Hanseu

HOGAN - HANSEN

Mason City, lowa
December 18, 2012
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Schedule of Findings and Questioned Costs

Year Ended June 30, 2012

Part I: Summary of Auditor’s Results:

Financial Statements

Type of auditor’s report issued: Unqualified

Internal control over financial reporting:

Material weakness identified? __yes X no
Significant deficiencies identified not considered to be
material weaknesses? __yes _X_none reported
Noncompliance material to financial statements noted? __yes X no

Federal Awards

Internal control over major programs:

Material weakness identified? __yes X no
Significant deficiencies identified not considered to be
material weaknesses? __yes _X_none reported

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

Any audit findings disclosed that are required to be reported
in accordance with Section .510(a) of Circular A-133? __yes X _no

Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster

84.027,84.173 Special Education Cluster (IDEA)

84.318, 84.386 Educational Technology State Grants
Cluster

Dollar threshold used to distinguish between Type A and
Type B programs: $495,833

Auditee qualified as low-risk auditee? X yes __ho
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Schedule of Findings and Questioned Costs

Year Ended June 30, 2012

Part Il: Findings Related to the Financial Statements

Instances of Noncompliance
There were no reported instances of noncompliance.

Internal Control Deficiencies
There were no internal control deficiencies reported.

Part Ill: Findings and Questioned Costs for Federal Awards

Instances of Noncompliance
There were no reported instances of noncompliance.

Internal Control Deficiencies
There were no internal control deficiencies reported.

Part IV: Other Findings Related to Statutory Reporting

12-IV-A

12-IV-B

12-IvV-C

12-IV-D

12-IV-E

12-IV-F

12-IV-G

Certified Budget - Total expenditures during the year ended June 30, 2012 did not exceed
the amount budgeted.

Questionable Expenditures - We noted no expenditures which did not appear to meet the
requirements of public purpose as defined in an Attorney General’s Opinion dated April 25,
1979.

Travel Expenses - 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 - We noted no transactions requiring Board approval which had not been
approved by the Board.

Deposits and Investments - We noted no instances of honcompliance with the deposit and

investment provisions of Chapter 12B and Chapter 12C of the Code of lowa and the Agency’s
investment policy.
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Schedule of Findings and Questioned Costs

Year Ended June 30, 2012

12-IV-H

12-Iv-

12-1vV-J

Certified Annual Report

Finding - The Certified Annual Report was certified timely to the lowa Department of
Education, but we noted a prior period adjustment related to accrued wages that was not
included in the report.

Auditor’s Recommendation - The Certified Annual Report should be reconciled with
accounting records and reviewed by a member of management.

Agency’s Response - The Agency is now using a payroll system which more accurately
tracks accrued wages and will insure the accuracy of the accounting records prior to filing the
Certified Annual Report.

Auditor’s Conclusion - Response accepted.

Categorical Funding - No instances were noted of categorical funding used to supplant
rather than supplement other funds.

Early Childhood lowa County Area Board - The Agency is the fiscal agent for the Early
Childhood lowa County Area Board, an organization formed pursuant to the provisions of
Chapter 2561 of the Code of lowa. Financial transactions of the Area Board are included in the
Agency’s financial statements as an Agency Fund because of the Agency’s fiduciary
relationship with the organization. No expenditures were noted that may not meet the purpose
for which the grant funds were provided.
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