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HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

Independent Auditor’s Report

Members
Wright County Area Landfill Authority
Clarion, lowa

Report on the Financial Statement

We have audited the accompanying statement of cash receipts, disbursements and changes in cash
balance of the Wright County Area Landfill Authority as of June 30, 2013, and the related notes to the
financial statement for the year then ended.

Management's Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of the financial statement in
accordance with the cash basis of accounting described in Note 1 and determining the cash basis of
accounting is an acceptable basis for the preparation of the financial statement in the circumstances.
This includes the design, implementation and maintenance of internal control relevant to the preparation
and fair presentation of financial statement that is free from material misstatement, whether due to fraud
or error.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial statement 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 statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statement. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statement, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Authority's
preparation and fair presentation of the financial statement in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Authority's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statement. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.
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Page 2

Opinion

In our opinion, the financial statement referred to above presents fairly, in all material respects, the cash
basis financial position of the Wright County Area Landfill Authority as of June 30, 2013, and the
changes in its cash basis financial position for the year then ended in accordance with the basis of
accounting described in Note 1.

Basis of Accounting

As described in Note 1, the financial statement was prepared on the basis of cash receipts and
disbursements, which is a basis of accounting other than accounting principles generally accepted in the
United States of America. Our opinion is not modified with respect to this matter.

Other Matters

Other Information

The other information, management's discussion and analysis on pages 4 through 6, has not been
subjected to the auditing procedures applied in the audit of the basic financial statement, and
accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 25,
2014 on our consideration of the Wright County Area Landfill Authority'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 in considering Wright County
Area Landfill Authority’s internal control over financial reporting and compliance.

Hoars - fansen

HOGAN - HANSEN

Clear Lake, lowa
February 25, 2014



MANAGEMENT'S DISCUSSION AND ANALYSIS

The Wright County Area Landfill Authority (Authority) provides this Management's Discussion and
Analysis of its financial statement. This narrative overview and analysis of the financial activities of the
Authority is for the fiscal year ended June 30, 2013. We encourage readers to consider this information
in conjunction with the Authority's financial statement, which follows.

FINANCIAL HIGHLIGHTS

e The Authority's operating receipts decreased 8.6%, or $61,072, from fiscal year 2012 to fiscal year
2013.

e The Authority's operating disbursements decreased 0.6%, or $3,843, from fiscal year 2012 to fiscal
year 2013.

e The Authority's cash balance decreased 15.6%, or $68,827, from June 30, 2012 to June 30, 2013.
USING THIS ANNUAL REPORT

The Wright County Area Landfill Authority has elected to present its financial statement on the cash
basis of accounting. The cash basis of accounting is a basis of accounting other than accounting
principles generally accepted in the United States of America. Basis of accounting refers to when
financial events are recorded, such as the timing of recognizing revenue, expenses and the related
assets and liabilities. Under the cash basis of accounting, revenue and expenses and the related assets
and liabilities are recorded when they result from cash transactions.

As a result of the use of the cash basis of accounting, certain assets and their related revenue and
liabilities and their related expenses are not recorded in this financial statement. Therefore, when
reviewing the financial information and discussion within this annual report, the reader should keep in
mind the limitations resulting from the use of the cash basis of accounting.

The annual report is presented in a format consistent with the presentation of Governmental Accounting
Standards Board (GASB) Statement No. 34, as applicable to the cash basis of accounting.

This discussion and analysis are intended to serve as an introduction to the Wright County Area Landfill
Authority's financial statement. The annual report consists of the financial statement and other
information, as follows:

Management's Discussion and Analysis introduces the basic financial statement and provides an
analytical overview of the Authority's financial activities.

The statement of cash receipts, disbursements and changes in cash balance presents information on
the Authority's operating receipts and disbursements, nonoperating receipts and disbursements and
whether the Authority's cash basis financial position has improved or deteriorated as a result of the
year's activities.

The notes to the financial statement provide additional information essential to a full understanding of
the data provided in the financial statement.



FINANCIAL ANALYSIS OF THE AUTHORITY

Statement of Cash Receipts, Disbursements and Changes in Cash Balance

The purpose of the statement is to present the receipts received by the Authority and the disbursements
paid by the Authority, both operating and nonoperating. The statement also presents a financial
snapshot of the Authority’s cash balance at year end. Over time, readers of the financial statement are
able to determine the Authority’s cash basis financial position by analyzing the increase and decrease in
the Authority’s cash balance.

Operating receipts are received for gate fees from accepting solid waste and assessments from the
members of the Authority. Operating disbursements are disbursements paid to operate the transfer
station. Nonoperating receipts and disbursements are for insurance proceeds, interest on investments,
equipment purchases and capital projects.

A summary of cash receipts, disbursements and changes in cash balance for the years ended June 30,
2013 and 2012 is presented below.

2013 2012

Operating Receipts
MEMDET ASSESSIMENES .....eeneee ettt e e e e e e e e renees $ 249,000 $ 249,000
Other transfer station reCeipts .........veeeiiieeiiiiiiiceee e, 395,326 456,229
Percentage share from former members ...........cccoovveeeiiiiinieeiiinnnnn, 6,694 6,784
FINANCE CRAIgES......uuiiiiiiiiiiiiii e 204 283

Total Operating RECEIPLS...ccciiiieiiiiiiiceen e, 651,224 712,296
Operating Disbursements
Y= 1=V [ 121,284 110,441
Payroll tax and employee benefits.........cccceevieeiiiiiiiiii e, 35,169 30,637
1S U= [0 = 21,410 19,989
Legal and aCCoOUNING .......ooovviviiiiieecieeeie e e 3,775 3,700
ADMINISITALIVE ...t e e et et et e et e eaas 4,608 4,796
(11T 3,694 4,977
Engineering and CONSUIING ............uuuiiiiiiiiiiiiiiiiiiiiiiiiine 8,880 5,550
T 1< [T 41,308 37,726
Well testing and maintenNanCe.............couvvieeieeeeiieeiiieee e, 2,926 2,471
Landfill of North lowa disposal fe€S .........ccceeveeiiiiiiiiiiiiiiieeeeeeeiin, 220,235 242,185
CUrbside reCYCIING ......couuveeiiiie e 102,599 106,421
(@ 11 a1 G {10y o ] o 2,544 5,905
MISCEIIANEBOUS.......ieeieie e e e aaas 1,738 2,592
Repairs and improvVEMENtS........cooceeiiiiiiiiiiiieeeeee e eeeaan 22,126 18,749

Total Operating Disbursements...........ccccooeie, 592,296 596,139
Excess of Operating Receipts Over Operating Disbursements 58,928 116,157
Nonoperating Receipts (Disbursements)
INtErest ON INVESIMENTS ....con e 1,809 2,468
Insurance proceeds - July, 2012 fir€S ......cceeveeeiviieiiiiiie e, 432,978 —
Capital outlay - fire damage..........ccccvviiiiiiiiii (562,542) —
Equipment purchased.................uuuuiiiiiiiiiiiiiiiiiiis — (68,707)

Net Nonoperating Receipts (Disbursements) ........ccccccevvveeenn. (127,755) (66,239)
Change in Cash BalanCe.......ccccooviiiiiiiiiiiiiin e (68,827) 49,918
Cash Balance - Beginning of Year..........cccovveiiiiiiiinie e 442,071 392,153
Cash Balance - End of Year ... $ 373,244 $ 442,071
Cash Basis Fund Balance
Restricted for transfer station closing COStS .........ccccoevveviiiiineeeennnnnn. $ 24,860 $ 40,720
(0 €Ty 1 g o (<o [T 348,384 401,351
Total Cash Basis FUNd BalanCe .......cooevveiieiiieiieeeeeeeeeeee e $ 373,244 $ 442071
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In fiscal year 2013, operating receipts decreased by $61,072, or 8.6%, from fiscal year 2012. The
decrease was primarily a result of a $60,903 decrease, or 13.3%, in transfer station receipts. The
decrease in transfer station receipts was a direct result of a decrease in tonnages over the previous
year, which was primarily due to two fires on the Authority’s premises in July, 2012. These fires caused
damage to a building and equipment. The Authority had to shut down its facilities for over two weeks and
had to restrict their inflow for two additional months.

In fiscal year 2013, operating disbursements decreased by $3,843, or 0.6%, from fiscal year 2012. The
largest decrease was seen in the landfill disposal fees (9.1%). This decrease was primarily due to the
temporary shut down of the Authority’s facilities and restrictions on inflow due to the July, 2012 fires.

The largest portion of the Authority’s cash balance (93.3%) is the unrestricted portion which can be used
to meet the Authority’s obligations as they come due. The remaining cash balance (6.7%) is the
restricted portion to be used for the closure of the transfer station at some point in the future. The state
law requiring that these funds be set aside in a closure account became effective June 1, 2004. The
unrestricted cash balance decreased $52,967, or 13.2%, during the year. The decrease was due to
funds needed to pay for repairs and replacements due to the July, 2012 fires. The restricted cash
balance decreased $15,860, or 38.9%, during the year. The decrease was due to a change in the state
requirements for the restriction of cash for transfer station closure care costs.

LONG-TERM DEBT
At June 30, 2013, the Authority had no long-term debt outstanding.
ECONOMIC FACTORS

The financial position of the Authority decreased during the 2013 fiscal year. The major factors
contributing to this decrease were the decrease in operating receipts and the increase in nonoperating
disbursements due to the July, 2012 fires previously discussed.

The Authority anticipates that its financial position will be stable in the coming fiscal year unless there is
a dramatic increase in energy costs. In addition, as repairs related to the July, 2012 fires are ongoing,
the Authority will continue to make disbursements for the related costs.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a
general overview of the Authority’s finances and to show the Authority’s accountability for the money it
receives. If you have questions about this report or need additional financial information, contact Wright
County Area Landfill Authority at P.O. Box 173, Clarion, lowa 50525.
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Statement of Cash Receipts, Disbursements and Changes in Cash Balance

As of June 30, 2013

Operating Receipts

MEMDEI ASSESSIMENES ... ieeeiiite e it e et et e et e et e et e e e s e e et e e eae e e st essaaesssasesansseanneans $ 249,000
Other transfer Station FECEIPLS .....eeuueuiii e e e e e eeeeens 395,326
Percentage share from former members .........ccoovviiiiii e 6,694
FINANCE CNAIGES ... . et ennnnes 204
Total Operating RECEIPES ...ciii i i e e e e e e e eaaans 651,224
Operating Disbursements
=1 =T (ST 121,284
Payroll tax and employee BENEFitS ..........ovviiiiiiiiii e 35,169
L EY 0 =1 Lo < 21,410
Legal and ACCOUNTING .....uuuuiiiiiiiiiiiiiie s nnnnes 3,775
W0 [ LTI (= 1A/ 4,608
L 11 LTS 3,694
Engineering and CONSUIING .........uuuuuuiuiiiiiiiiiiiii e 8,880
Y 41,308
Well testing and MaiNtENANCE.........cceiiiiieiiiee et e e e e ar e e e 2,926
Landfill of North lowa disposal fEES .........uuciiiiii i 220,235
CUrbside reCYCliNG ......coovviiiiii 102,599
Other rECYCHNG .cooeiiieeieeieeeee 2,544
Y Tt =T =T o LU L= TP 1,738
Repairs and iMPrOVEMENTS ........uu ittt nnaennenne 22,126
Total Operating DiShUIrSEMENTS .......coiiiiiiiiicee e 592,296
Excess of Operating Receipts Over Operating Disbursements..........cccccceeeenn. 58,928

Nonoperating Receipts (Disbursements)

INEEIEST ON INVESIMIEBNTS ...ttt ettt e e e e e eens 1,809
Insurance proceeds - JUly, 2012 fit€S ....uuuuuiiii i 432,978
Capital outlay - fire damage..........coooiiiiiiiiiiii (562,542)
Net Nonoperating Receipts (DiSbUurSemMents) .......cccccvvvvvviviiiiiiiiiiiiiiiiiiiiiiieeeee (127,755)
Change in Cash BalanCe.........ooouiiiiiiii e (68,827)
Cash Balance - Beginning Of YEaAr..........cooiiiiiiiiii i 442,071
Cash Balance - ENG Of YEAI ...t $ 373,244
Cash Basis Fund Balance
Restricted for transfer station CloSING COSES .........ccovviiiiiiiiiii e $ 24,860
L LSy (o3 (= o [ 348,384
Total Cash Basis FUNA BaAlANCE .....cuuieeiie it $ 373,244

See accompanying notes to the financial statement. 7



Notes to the Financial Statement

(1) Summary of Significant Accounting Policies and Other Matters

Nature of Business

The Wright County Area Landfill Authority is a separate legal entity incorporated under Chapter 28E of
the Code of lowa. Its purpose is to provide economic disposal, or collection and disposal, of solid waste
produced or generated within each member city, town or unincorporated portion of Wright County, lowa,
and to cooperate with public officials in preventing the contamination and pollution of the land, water and
air resources of the area.

The governing body of the Authority consists of one representative from each member. The members of
the Authority include Wright County and the cities of Alexander, Belmond, Clarion, Dows, Galt, Goldfield,
Goodell, Rowan and Woolstock. Each member has one vote.

Reporting Entity

For financial reporting purposes, the Wright County Area Landfill Authority has included all funds,
organizations, account groups, agencies, boards, commissions and authorities. The Authority 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 Authority are such that exclusion
would cause the Authority’s financial statement 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 Authority 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 Authority. The
Wright County Area Landfill Authority has no component units which meet the Governmental Accounting
Standards Board criteria.

Basis of Presentation

The accounts of the Authority are organized as an enterprise fund. Enterprise funds are utilized to
finance and account for the acquisition, operation and maintenance of governmental facilities and
services supported by user charges.

Measurement Focus

Enterprise funds distinguish operating receipts and disbursements from nonoperating items. Operating
receipts and disbursements generally result from providing services and producing and delivering goods
in connection with an enterprise fund's principal ongoing operations. All receipts and disbursements not
meeting this definition are reported as nonoperating receipts and disbursements.

Basis of Accounting

The Wright County Area Landfill Authority maintains its financial records on the basis of cash receipts
and disbursements and the financial statement of the Authority is prepared on that basis. The cash basis
of accounting does not give effect to accounts receivable, accounts payable and accrued items,
including the estimated payable for closure care costs. Accordingly, the financial statement does not
present the financial position and results of operations of the Authority in accordance with accounting
principles generally accepted in the United States of America.

Net Position
Funds set aside for payment of transfer station closure care are classified as restricted.



Notes to the Financial Statement

(1) Summary of Significant Accounting Policies and Other Matters

Use of Estimates

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

Cash and Certificates of Deposit

The Authority's deposits in banks as of June 30, 2013 were entirely covered by federal depository
insurance or the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. The Chapter
provides for additional assessments against the depositories to insure that there will be no loss of public
funds. The June 30, 2013 amount of the Authority's deposits was $374,113 as reflected on the financial
institutions’ records. The Authority has a written investment policy and is authorized by statute to invest
public funds in obligations of the United States Government, its agencies and instrumentalities;
certificates of deposit or other evidences of deposit at federally insured depository institutions approved
by the members of the Authority and the Treasurer of the State of lowa; prime eligible bankers
acceptances; certain high-rated commercial paper; perfected repurchase agreements; certain registered
open-end management investment companies; certain joint investment trusts; and warrants or
improvement certificates of a drainage district.

As of June 30, 2013, the Authority had no investments.

(2) Pension and Retirement Benefits

The Authority 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 5.78% of their annual covered salary and the Authority is
required to contribute 8.67% of annual covered payroll. Contribution requirements are established by
State statute. The Authority’s contributions to IPERS for the years ended June 30, 2013, 2012 and 2011
were $10,515, $9,606 and $7,579, respectively, equal to the required contributions for each year.

(3) Other Post-Employment Benefits (OPEB)

Plan Description

The Authority operates a single-employer health benefit plan which provides medical/prescription drug
benefits for employees and retirees. There are three active and no retired members in the plan. Retired
participants must be age 55 or older at retirement.

The medical/prescription drug benefits are provided through a fully insured plan with Wellmark. Retirees
under age 65 would pay the same premium for the medical/prescription drug benefits as active
employees.



Notes to the Financial Statement

(3) Other Post-Employment Benefits (OPEB)

Funding Policy

The contribution requirements of plan members are established and may be amended by the Authority.
The Authority currently finances the retiree benefit plan on a pay-as-you-go basis. The most recent
active member monthly premium for the Authority and plan members is $405 for single coverage. For
the year ended June 30, 2013, the Authority contributed $14,673 and plan members eligible for benefits
did not contribute to the plan. Retirees are required to pay 100% of their monthly premiums; however,
there were no retirees in the plan during the year ended June 30, 2013.

(4) Estimated Closure and Postclosure Care Costs

To comply with federal and state regulations, the Authority is required to complete a monitoring system
plan and a closure/postclosure plan and to provide funding necessary to effect closure and postclosure,
including the proper monitoring and care of the landfill after closure. Environmental Protection Agency
(EPA) requirements have established closure and 30-year care requirements for all municipal solid
waste landfills which receive waste after October 9, 1993. State governments are primarily responsible
for implementation and enforcement of those requirements and have been given flexibility to tailor
requirements to accommodate local conditions that exist. The effect of the EPA requirement is to commit
landfill owners to perform certain closing functions and postclosure monitoring functions as a condition
for the right to operate the landfill. The EPA requirements provide when a landfill stops accepting waste,
it must be covered with a minimum of 24 inches of earth to keep liquid away from the buried waste.
Once the landfill is closed, the owner is responsible for maintaining the final cover, monitoring ground
water and methane gas and collecting and treating leachate (the liquid that drains out of waste) for
30 years.

Governmental Accounting Standards Board Statement No. 18 requires landfill owners to estimate total
landfill closure and postclosure care costs and recognize a portion of these costs each year based on
the percentage of estimated total landfill capacity used that year. Estimated total costs consist of four
components: (1) the cost of equipment and facilities used in postclosure monitoring and care, (2) the
cost of final cover (material and labor), (3) the cost of monitoring the landfill during the postclosure
period and (4) the cost of any environmental cleanup required after closure. Estimated total cost is
based on the cost to purchase those services and equipment currently and is required to be updated
annually due to the potential for changes due to inflation or deflation, technology or applicable laws or
regulations.

The Authority ceased operations at its landfill in Wright County on July 1, 1994. The landfill was covered
with dirt in compliance with EPA requirements during the year ended June 30, 1995. The Authority must
monitor the landfill for contamination for the next 12 years. The Authority does not have an estimate of
postclosure costs for the next 12 years. Per the 28E agreement, Wright County and each participating
city have agreed to share in the postclosure costs of the Wright County Landfill which are paid as
incurred.
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Notes to the Financial Statement

(5) Transfer Station Closure Care

To comply with state regulations, the Authority is required to complete a closure plan detailing how the
transfer station will comply with proper disposal of all solid waste and litter at the site, cleaning the
transfer station building, including the rinsing of all surfaces that have come in contact with solid waste
or wash water, cleaning of all solid waste transport vehicles that will remain on site, including the rinsing
of all surfaces that have come in contact with solid waste and the removal and proper management of all
wash water in the wash water management system.

To comply with state regulations, the Authority is required to maintain a closure account as financial
assurance for the closure care costs. The effect of the state requirement is to commit landfill owners to
perform certain closing functions as a condition for the right to operate the transfer station in the current
period.

The total closure care costs for the Authority as of June 30, 2013 were estimated to be $24,860. The
balance has been restricted and is fully funded as of June 30, 2013.

(6) Risk Management

The Wright County Area Landfill Authority is a member of the lowa Communities Assurance Pool, as
allowed by Chapter 670.7 of the Code of lowa. The lowa Communities Assurance Pool (Pool) is a local
government risk-sharing pool whose 679 members include various governmental entities throughout the
State of lowa. The Pool was formed in August, 1986 for the purpose of managing and funding third-party
liability claims against its members. The Pool provides coverage and protection in the following
categories: general liability, automobile liability, automobile physical damage, public officials liability,
police professional liability, property, inland marine and boiler/machinery. There have been no
reductions in insurance coverage from prior years.

Each member's annual casualty contributions to the Pool fund current operations and provide capital.
Annual operating contributions are those amounts necessary to fund, on a cash basis, the Pool's general
and administrative expenses, claims, claims expenses and reinsurance expenses due and payable in
the current year, plus all or any portion of any deficiency in capital. Capital contributions are made during
the first six years of membership and are maintained to equal 150% of the total current members' basis
rates or to comply with the requirements of any applicable regulatory authority having jurisdiction over
the Pool.

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

The Authority's property and casualty contributions to the risk pool are recorded as disbursements from

its operating funds at the time of payment to the risk pool. The Authority's annual contributions to the
Pool for the year ended June 30, 2013 were $16,087.
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Notes to the Financial Statement

(6) Risk Management

The Pool uses reinsurance and excess risk-sharing agreements to reduce its exposure to large losses.
The Pool retains general, automobile, police professional and public officials' liability risks up to
$350,000 per claim. Claims exceeding $350,000 are reinsured in an amount not to exceed $2,650,000
per claim. For members requiring specific coverage from $3,000,000 to $12,000,000, such excess
coverage is also reinsured. Property and automobile physical damage risks are retained by the pool up
to $150,000 each occurrence, each location with excess coverage reinsured by the Travelers Insurance
Company.

The Pool's intergovernmental contract with its members provides that in the event a casualty claim or
series of claims exceeds the amount of risk-sharing protection provided by the member's risk-sharing
certificate, or in the event that a series of casualty claims exhausts total members' equity plus any
reinsurance and any excess risk-sharing recoveries, then payment of such claims shall be the obligation
of the respective individual member. As of June 30, 2013, settled claims have not exceeded the risk pool
or reinsurance coverage since the Pool’s inception.

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

The Authority also carries commercial insurance purchased from other insurers for coverage associated
with workers compensation. The Authority assumes liability for any deductibles and claims in excess of

coverage limitations. Settled claims resulting from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.

(7) Subsequent Event

Management has evaluated subsequent events through February 25, 2014, the date which the financial
statement was available to be issued.

On September 18, 2013, November 20, 2013 and December 11, 2013, the Board of Directors approved
change orders to the building project contract with Sande Construction. These change orders totaled
$34,903.

On January 15, 2014, the Board of Directors approved a bid from KDE Security Services in the amount
of $19,800 for a fire detection system.

(8) Commitments

As of June 30, 2013, the Authority had outstanding commitments for building repairs related to the July,
2012 fire damage of approximately $132,000.
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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 a Financial Statement Performed in Accordance with Government
Auditing Standards

Members
Wright County Area Landfill Authority
Clarion, lowa

We have audited, in accordance with the 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, the financial statement of the Wright County
Area Landfill Authority as of and for the year ended June 30, 2013, and the related notes to the financial
statement, and have issued our report thereon dated February 25, 2014. Our report expressed an
unmodified opinion on the financial statement which was prepared on the basis of cash receipts and
disbursements, a basis of accounting other than accounting principles generally accepted in the United
States of America.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statement, we considered the Wright County Area
Landfill Authority’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the
financial statement, but not for the purpose of expressing an opinion on the effectiveness of the Wright
County Area Landfill Authority’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Wright County Area Landfill Authority’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses and, therefore, material weaknesses or significant deficiencies may exist that
were not identified. However, as described in the accompanying schedule of findings, we identified
deficiencies in internal control that we consider to be 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 there is a reasonable possibility that a material
misstatement of the Authority's financial statement will not be prevented or detected and corrected on a
timely basis. We consider the deficiencies described in the accompanying schedule of findings as items
13-1C-1 and 13-IC-2 be material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Wright County Area Landfill Authority’s
financial statement is free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards. However, we noted
certain immaterial instances of noncompliance or other matters which are described in the
accompanying schedule of findings.

Comments involving statutory and other legal matters about the Authority’s operations for the year
ended June 30, 2013 are based exclusively on knowledge obtained from procedures performed during
our audit of the financial statement of the Authority. 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.

Wright County Area Landfill Authority’s Responses to Findings

The Wright County Area Landfill Authority’s responses to findings identified in our audit are described in
the accompanying schedule of findings. The Authority’s responses were not subjected to the auditing
procedures applied in the audit of the financial statement and, accordingly, we express no opinion on
them.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Authority's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Authority's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Hocui - Hanseu

HOGAN - HANSEN

Clear Lake, lowa
February 25, 2014
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Year Ended June 30, 2013

Part I: Findings Related to the Financial Statement

Instances of Noncompliance
There were no reported instances of noncompliance.

Internal Control Deficiencies

13-1C-1

13-IC-2

Segregation of Duties

Finding - One important aspect of internal control is the segregation of duties among
employees to prevent an individual employee from handling duties which are incompatible.
We noted that one person was responsible for almost all accounting functions, including
preparing and posting general journal entries. The potential effect of this material weakness
is an error occurring or fraudulent activity being committed and not being detected by
management.

Auditor’'s Recommendation - We realize that with a limited number of employees,
segregation of duties is difficult. However, the Authority should review its control procedures
to obtain the maximum internal control possible under the circumstances.

Authority’s Response - We are aware of the lack of segregation of duties. We are
compensating for this by requiring two signatures on checks over $1,000 and by reviewing
bank statement transactions and financial reports at Board meetings.

Auditor’s Conclusion - Response accepted.

Financial Statement Preparation

Finding - The Authority does not have a system of internal controls that fully prepares
financial statements and disclosures that are fairly presented in conformity with the cash
basis of accounting. As is inherent in many entities of this size, the Authority has
management and employees who, while knowledgeable and skillful, do not have the time to
maintain the current knowledge and expertise to fully apply cash basis accounting principles
in preparing the financial statement and the related disclosures. The potential effect of this
material weakness is that there could be material errors in the financial statements which
would not be discovered by management.

Auditor's Recommendation - We recommend obtaining additional knowledge through
reading relevant accounting literature and attending local professional education courses.

Authority’s Response - We will consider obtaining additional knowledge where practical and
cost effective. However, we intend to continue to rely on assistance from our audit firm to
draft the financial statement and disclosures.

Auditor’s Conclusion - Response accepted.
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Schedule of Findings

Year Ended June 30, 2013

Other Findings Related to Required Statutory Reporting

13-C-1

13-C-2

13-C-3

13-C-4

13-C-5

13-C-6

13-C-7

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

Travel Expense - No disbursements of the Authority money for travel expenses of spouses
of Authority officials or employees were noted.

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

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

Solid Waste Fees Retained - The Authority does not operate a landfill.

Financial Assurance - The Authority does not operate a landfill. The Authority's landfill was
closed prior to the financial assurance requirements. Postclosure costs related to the landfill
are paid as incurred by the members of the Authority.

The Authority does operate a transfer station. As of June 30, 2013, the estimated closing
costs for the transfer station were $24,860. The Authority has demonstrated financial
assurance for the estimated closing costs by establishing a local government dedicated fund.
The dedicated fund balance was $40,831 as of June 30, 2013.

Notice of Public Hearing for Public Improvements - The Authority did not publish a notice
or hold public hearings for two capital projects as required by Chapters 26.12 and 362.3 of
the Code of lowa.

Auditor’'s Recommendation - Before entering into a contract for a public improvement with
an estimated total cost in excess of $125,000, the Board should hold a public hearing and
give notice at least 4 but not more than 20 days prior to the hearing.

Authority’s Response - We will publish the appropriate notice in the future as required.

Auditor’s Conclusion - Response accepted.
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