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INDEPENDENT AUDITORS' REPORT

Board of Directors
Akron Care Center, Inc.
Akron, lowa

Report on the Financial Statements

We have audited the accompanying financial statements of Akron Care Center, Inc., a component unit of the City
of Akron, lowa, as of June 30, 2015 and 2014, and the related notes to the financial statements, which collectively
comprise the Care Center's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’'s Responsibility

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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of
financial statements 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 entity’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 statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financtal position of Akron Care Center, Inc. as of June 30, 2015 and 2014, and the respective changes in
financial position and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.



Emphasis of Matter

As discussed in Note 16 to the financial statements, Akfon Care Center, Inc. adopted new accounting guidance
related to Governmental Accounting Standards Board {(GASB) Statement No. 68, Accounting and Financial
Reporting for Pensions — an Amendment of GASB Statement No. 27. Our opinion is not modified with respect to
this matter.

Other Matters
Required Supplementary information

U.S. generally accepted accounting principles require Management's Discussion and Analysis, the Schedule of the
Care Center's Proporticnate Share of the Net Pension Liability, and the Schedule of Care Center Contributions on
pages 21 through 24 be presented to supplement the basic financial statements. Management has omitted
management’s discussion and analysis that accounting principles generally accepted in the United States of
America require to be presented to supplement the basic financial statements. Such missing information, although
not part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for pacing the basic financial statements in an appropriate
operational, economic, or historical context. Our opinion on the basic financial statements is not affected by this
missing information. We have applied certain limited procedures to the remaining 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 information because the limited procedures do not provide us with sufficient
evidence fo express an opinion or provide any assurance. '

Other Information

Cur audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Akron Care Center, Inc.’s basic financial statements.

The hudgetary comparison information is the responsibility of management and was derived from and relate
directly to the underlying accounting and other records used to prepare the hasic financial statements. Such
information has been subjected to the auditing procedures applied in the 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 o prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the budgetary comparison information is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 11, 2015, on’
our consideration of Akron Care Center, Inc.’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal control cver financial
reporting or on compliance. That reportis an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Akron Care Center, Inc.’s internal control over financial repoiting and
compliance.

W L car s o Company AC

Certified Public Accountants

Onawa, lowa
November 11, 2015



AKRON CARE CENTER, INC,
STATEMENTS OF NET POSITION
JUNE 30, 2015 AND 2014

ASSETS
2015 2014
(Not Restated)
CURRENT ASSETS
Cash and Cash Equivalents $ 773,888 $ 631,625
Board Designated Cash 67,159 53,578
Accounts Receivable (Less Allowance for Doubtful Accounts
$12,263 and $34,2086 for 2015 and 2014) 154,074 218,026
Promises to Give (Less Allowance for Uncollectible Promises
$8,260 for both 2015 and 2014) 84,059 122,129
Prepaid Expenses 5,728 6,725
Total Current Assets 1,084,908 1,032,083
NONCURRENT ASSETS
Restricted Cash - Construction - Note 6 73,981 302,125
Restricted Cash - USDA Reserve Funds - Note 7 233,928 34,211
Promises o Give 21,334 101,828
Other Capital Assets, Net of Depreciation - Note 8 8,802,987 7,107,827
Total Noncurrent Assets 7,132,230 7,545,991
Total Assets 8,217,138 8,578,074
DEFERRED OUTFLOWS OF RESCURCES
Pension Related Deferred Outflows - Note 14 224,899 -
LIABILITIES
CURRENT LIABILITIES
Accounts Payable 64,797 112,128
Accrued Salaries and Payroll Taxes Payable 61,162 68,353
Accrued Compensated Absences Payable - Current 10,870 10,849
Accrued Interest Payable 2394 28,472
Current Portion of Peoples Bank Note Payable - Note 10 24,072 23,087
Current Portion of City of Akron GO Bonids - Note 11 60,000 55,000
Current Portion of USDA Mote Payable - Note 12 49,907 48,193
Total Current Liabilities 273,202 346,082
NONCURRENT LIABILITIES
Accrued Compensated Absences Payable - Long-Term 32,611 32,548
Net Pension Liability - Note 14 817,866 -
City of Akron Notes Payable - Long-Term - Note 9 80,000 140,000
City of Akron GO Bonds Payable - Long-Term - Note 11 1,025,000 1,085,000
USDA Note Payable - Long-Term - Note 12 3,866,473 3,917,950
Peopies Bank Note Payable - Long-Term - Note 10 209,623 238,603
Total Noncurrent Liabilities 6,031,373 5,414,101
Total Liabilities 6,304,575 5,760,183
DEFFERED INFLOWS OF RESOURCES
Pension Related Deferred Inflows - Note 14 311,834 -
NET POSITION
Net Investment in Capital Assets 1,641,893 2,042,119
Restricted:
USDA Reserve Funds 233,928 34,211
Unrestricted {50,193) 741,561
Total Net Position i $ 1,825628 $ 2,817,891

See Accompanying Notes to Financial Statements
A



AKRON CARE CENTER, INC.

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

YEARS ENDED JUNE 30, 2015 AND 2014

OPERATING REVENUES
Patient and Resident Revenue
Meals
Vehicle income
Social Services Reimbursement
Reimbursements
Miscellaneous Income

Total Operating Revenues

QOPERATING EXPENSES
Administrative Expense
Dietary Services Expense
General Services Expense
Patient Care Services Expense
Depreciation Expense - Retirement Home
Interest Expense - Retirement Home
Debt Issuance Cost
Apartments - Village South Expenses
Apartments - Village North Expenses

Total Operating Expenses

OPERATING (LOSS)

NON-OPERATING REVENUES
Donations and Memorials
Interest Income
Gain on Sale of Equipment

Total Non-Operating Revenues

Loss on Abandonment of Building & Equipment
Changes in Net Positicn

Net Position at Beginning of Year

Restatement - Note 16

Net Position at Beginning of Year, as Restated

Net Position at End of Year

2015 2014
(Not Restated)
$ 2,823,169 $ 2,673,085
4,949 3,663
3,574 4,279
7,244 7,434
7,604 3,384
4,016 4,388
2,850,556 2,697,133
357,831 360,732
318,212 316,979
301,991 270,833
1,451,487 1,392,395
277,092 238,055
166,265 103,947
- 104,875
26,442 17,650
54,410 58,388
2,853,730 2,863,854
(103,174) (166,721)
85,419 822,084
2,138 2,996
350 702
67,907 825,782
- (102,824)
{35,267) 556,237
2,817,891 2,261,654
{956,996) -
1,860,895 2,261,654
$ 1,825,628 3 2,817,891

See Accompanying Notes to Financial Statements

-5-



AKRON CARE CENTER, INC.
STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2015 AND 2014

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received from Patient and Resident Services
Cash Paid to Suppliers for Goods and Services
Cash Paid to Employees for Services

Donations Received
Other Operating Revenues

Net Cash Provided By Operating Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING

ACTIVITIES

Acquisition and Construction of Capital Assets
Contribution from the City of Akron
Principal Paid on Pegples Bank Note

Interest Paid

Proceeds from Sale of Equipment
Proceeds from Sale of City of Akron GO Bonds

Proceeds from USDA Loan

Payment of Debt Issuance Costs

Principal Payments made on City of Akron Notes
Principal Payments made on USDA Loan

Principal Payments made on City of Akron GO Bonds

Net Cash {Used) By Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Interest Received

Net Cash Provided By Investing Activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

RECONCILIATION OF CASH AND CASH EQUIVALENTS TO THE

STATEMENT OF NET ASSETS

Cash and Cash Equivalents
Board Designated Cash
Restricted Cash - Construction

Restricted Cash - USDA Reserve Funds
Total Cash and Cash Equivalents

2015 2014
{Not Restated)
$ 2,882,713 $ 26156860
(922,327) (800,299)
(1,655,842) (1,581,404)
183,983 696,425
27,387 23,148
515,914 953,530
- (8,0086,926)
- 755,558
(27,995) (22,816)
(198,227) {103,947)
350 7,769
- 1,250,000
- 4,000,000
- (104,875)
{60,000) -
(49,763) (33,857)
(55,000) {110,000)
{390,635) {369,094)
2,138 2,996
2,138 2,896
127.417 587,432
1,021,539 434,107
$ 1,148,956 3 1,021,539
$ 773,888 $ 631,625
67,159 53,578
73,981 302,125
233,928 34,211
$ 1,148,956 $ 1,021,539
{Continued)




AKRON CARE CENTER, INC.
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2015 AND 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Operating {Loss) $
Adjustments to Reconcile Operating (Loss) to

Net Cash Provided By Operating Activities:
Donations and Memorials
Interest Expense
Bad Debt Expense
Depreciation Expense
{Increase) Decrease in Assets:
Accounts Receivable
Promises to Give
Prepaid Expenses
Deferred Outflows of Resources
Increase (Decrease) in Liabilities:
Accounts Payable
Accrued Salaries and Payroll Taxes Payable
Accrued Compensated Absences Payable
Net Pension Liability
Deferred Inflows of Resources

Total Adjustments

Net Cash Provided By Operating Activities 3

{Continued)
2015 2014
(Not Restated)
(103,174) %  (186,721)
65,419 822,084
172,149 112,581
4,408 291
304,840 266,653
59,544 (58,325)
118,564 (125,659)
997 7,278
(224,899) -
(47,331) 61,453
(7,191) 23,756
84 10,141
(139,330) -
311,834 -
619,088 1,120,251
515,914 % 953,530

See Accompanying Notes to Financial Statements
_7-



AKRON CARE CENTER, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

Note 1 - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Organization is a component unit of the City of Akron, lowa established to provide and maintain
health care facilities, and to promote the general health of the community. The Care Center is governed
by a Board of Trustees in accordance with Chapter 392 of the Code of lowa and Akron City Ordinance.
Prior to July 1, 1886, the Care Center operated as Akron City Hospital.

Akron Care Center, Inc. is licensed as a nursing facility with a 45 bed capacity. Substantially all of the
Care Center's patients and residents are local residents. Akron Care Center, Inc. also operates two senior
living apartment complexes separate from the licensed facility. For the years ended June 30, 2015 and
2014, Title XVIIi and Title XIX revenue, as a percentage of total revenue, was 48% and 55%, respectively.

Akron Care Center, Inc.’s financial statements are prepared in conformity with U.S. generally accepted
accounting principles as prescribed by the Governmental Accounting Standards Beoard.

A

Reporting Entity
For financial reporting purposes, Akron Care Center, Inc. has included all funds, organizations,

agencies, boards, commissions and authorities. The Care Center 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 Care Center are such that exclusion would cause the
Care Center’s financial statements to be misleading orincomplete. The Governmental Accounting
Standards Board (GASB) 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 Akron Care Center, Inc. to impose its will on that organization or (2) the
potential for the organizaticn to provide specific benefits to or impose specific financial burdens on
Akron Care Center, Inc. Akron Care Center, Inc. has no component units which meet the
Governmental Accounting Standards Board criteria. Akron Care Center, Inc. is a component unit of
the City of Akron, lowa.

Basis of Presentation
The Statement of Net Position displays the Care Center's assets and liabilities, with the difference
reported as net position. Net position is reported in the following categories/compenents:

Net Investimept in Capital Asseis — Consists of capital assets, net of accumulated
depreciation/amortization and reduced by outstanding balance for bonds, notes and other debt
attributable to the acquisition, construction or improvement of those assets.

Restricted Net Position — Restricted net position results when constraints placed on net position
use are either externally imposed or are imposed by law through constitutional provisions or

enabling legislation. These asseis will be released from restrictions when expended in
accordance with the donors’ specifications.

Unrestricted Net Position — Consists of net position not meeting the definition of the preceding
categories.  Unrestricted net position often has constraints on resources imposed by
management which can be removed or modified.

When both restricted and unrestricted net position is available for use, generally it is the Care
Center’s policy to use restricted net position first.

Measurement Focus and Basis of Accounting

The financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Grants and similar items
are recognized as revenue as soon as all efigibility requirements imposed by the provider have
been met. -8-




AKRON CARE CENTER, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30. 2015 AND 2014

Note 1- DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

D.

{Cont.)
Use of Estimates :
The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and tha reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Assets, Deferred QOutflows of Resources, Liabilities ‘Deferred Inflows of Resources and Net
Position
The following accounting policies are followed in preparing the Statement of Net Position:

Cash and Cash Equivalents — Akron Care Center, Inc. considers all short-term investments
that are highly liquid to be cash equivalents. Cash equivalents are readily convertible to
known amounts of cash, and at the day of purchase, they have a maturity date no longer than
three months.

Accounts Receivable — Accounts receivable are shown at the amount expected to be
collected after determining the allowance for doubtful accounts based on an aging of all
individual patient balances.

Capital Assets — Capital assets are accounted for at historical cost. Depreciation of all
exhaustible capital assets is charged as an expense against operations. The cost of repair
and maintenance is charged to expense, while the cost of renewals or substantfal
betterments is capitalized. The cost and accumulated depreciation of assets disposed of are
deleted, with any gain or loss recorded in current operations. Donated fixed assets are
recorded at their estimated fair value at the time received.

Reportable capital assets are defined by Akron Care Center, Inc. as assets with initial,
individual costs in excess of the following thresholds and estimated useful lives in excess of

two years.
Asset Class Amount
Buildings and Improvements $ 3,000
Equipment and Vehicles 3,000

Capital assets of Akron Care Center, Inc. are depreciated using the straight line method over
the following estimated useful lives:
' Estimated Useful

Asset Class Lives (In Years)
Buildings and improvements 10 - 50
Equipment and Vehicles 3-25

Deferred Outflows of Resources — Deferred outflows of resources represent a consumption
of net position that applied to a future period(s) and will not be recognized as an outflow of
resources (expense) until then. Deferred outflows of resources consist of unrecognized
items not yet charged to pension expense and contributions from the employer after the
-measurement date but before the end of the employer’s reporting period.

Promises to Give — Promises {o give, less a provision for uncollectible amounts, are recorded
as a receivable in the year made.

-9-



AKRON CARE CENTER, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

Note 1-DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{Cont.)

Pensions — For purposes of measuring the net pension liability, deferred outflows of
resources and deferred inflows of resources related to pensions, and pension expense,
information about the fiduciary net position of the lowa Public Employees’ Retirement System
(IPERS) and additions to/deductions from IPERS’ fiduciary net position have been
determined on the same basis as they are reported by IPERS. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and
payable in accordance with the benefit terms. Investments are reported at fair value.

Deferred Inflows of Resources — Deferred inflows of resources represent an acquisition of net
position that applies to a future pericd(s) and will not be recognized as an inflow of resource
(revenue} until that time. Deferred inflows of resources in the Statement of Net Position
consist of the unamortized portion of the net difference between projected and actual
garnings on pension plan investments.

F. Statement of Revenues, Expenses and Changes in Net Position
For purposes of display, transactions deemed by management to be ongoing, major or central to
the provision of health care services are reported as operating revenues and expenses. Peripheral
or incidental transactions are reported as non-operating revenues and expenses.

G.  Net Patient Service Revenue
Patient service revenue is reported at the estimated net realizable amounts from patients, third-
party payers and others for services rendered, including estimated retroactive adjustments under
reimbursement agreements with third-party payers and a provision for uncollectable accounts.
Refroactive adjustments are accrued on an estimated basis in the period the related services are
rendered and adjusted in future periods as final settlements are determined.

Revenue from services provided to Medicaid (Title XIX) nursing care patients under an agreement
with the lowa Department of Human Services is recorded at reimbursement rates determined by
the Department. These rates are below the Care Center's established rates.

H. Budgeting and Budgetary Accounting
The budgetary comparison and related disclosures are reported as Other Information. During the
year ended June 30, 2015, disbursements exceeded the amount budgeted.

Note 2 — CASH AND CASH EQUIVALENTS

The Care Center's deposits in banks at June 30, 2015 and 2014 were entirely covered by federal
depository insurance or the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This
chapter provides for additional assessments against the depositories to insure there will be no loss of
public funds.

The Care Center is authorized by statute to invest public funds in obligations of the United States
government, its agencies and instrumentalities; certificates of deposit or other evidence of deposit at
federally insured depository institutions approved by the Board of Trustees; prime eligible bankers
acceptances; certain high rated commercial paper; common stock; perfected repurchased agreements;
certain registered open-end management investment companies; certain joint investment trusts, and
warrants or improvement certificates of a drainage district.

Custodial Credit Risk — The Care Center has no policy in place regarding custodial credit risk and deposits

with financial institutions, however, deposits are insured by the state sinking fund, which provides for
additional assessments against depositories to aveid loss on public funds.

10-



AKRON CARE CENTER, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

Note 3 — REIMBURSEMENT AGREEMENTS WITH CONTRACTING AGENCIES
The Care Center has entered into reimbursement agreements for nursing services rendered to Medicare
and Medicaid patients. The Medicare and Medicaid programs have adopted a prospective per diem
reimbursement method which represents full payment on submitted claims.

Note 4 - OPERATING LEASES
The Care Center leases various equipment under operating leases. Rental expense under these leases
was $4,997 and $6,952 for the years ended June 30, 2015 and 2014, respectively.

Note 5 — RELATED PARTY TRANSACTIONS
The Care Center purchases its electricity, water, sewer and garbage services from the City of Akron’s
municipal utifity. The total amounts purchased for the years ended June 30, 2015 and 2014 were $64,099
and $58,571, respectively.

Note 6 — RESTRICTED CASH - CONSTRUCTION
This is the remainder of the USDA Loan Proceeds at June 30, 2015. These funds can be used for any
remaining work to be done on building, fand improvements, or approved equipment. Any remaining
balance will need o be paid down on the USDA debt. In October, 2015, the Care Center closed this
account which had an accumulated balance of $84,606 and applied it to principal on the USDA note.

Note 7 — RESTRICTED CASH USDA RESERVE FUNDS
The USDA Loan required the Care Center to establish two separate accounts. The first account is a 10
year reserve fund with transfers of $1,552 per month up to a maximum of $188,240, The second account
is for Funded Depreciation with transfers monthly of $2,250 up to 2 maximum of $270,000.

The following are the accounts and respective balance at June 30, 2015 and 2014:

2015 2014
10 Year Reserve Fund $ 186,634 3 13,963
Funded Depreciation 47,204 20,248
Total USDA Reserve Funds $ 233,928 $ 34,211

The Akron Care Center was in compliance with the reserve requirements of the USDA Loan Documents
at June 30, 2015.

-41-




AKRON CARE CENTER. INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2015 AND 2014

Note 8 — CAPITAL ASSETS

Capital assets activity for the years ended June 30, 2015 and 2014 was as follows:

Fiscal year ended June 30, 2015
Capital assets not being depreciated:
Land
Total capital assets not being depreciated

Capital assets being depreciated; .
Building and improvements

" Equipment and furnishings
Total capital assets being depreciated

Less accumulated depreciation for;
Building and improvements
Equipment and furnishings
Total accumulated depreciation

Total capital assets being depreciated, net

Total capital assets, net

Fiscal year ended June 30, 2014:
Capital assets not being depreciated;
tand
Construction in progress ,
Total capital assets not being depreciated

Capital assets being depreciated:
Building and improvements
Equipment and furnishings
Total capital assets being depreciated

Less accumulated depreciation for:
Building and improvements
Equipment and furnishings
Total accumulated depreciation

Total capital assets being depreciated, net

Total capital assets, net

Balance Balance
Beginning of End of
Year Additions  Retirements Year
$ 85004 $ - § - & 95004
85,004 - - 95,004
7,105,614 - - 7,105,614
651,816 - {16,064) 635,752
7,757,430 - (16,064) 7,741,366
587,268 232,024 - 820,192
157,339 71,916 {16,064) 213,191
744,607 304,840 {16,064) 1,033,383
7,012,823 304,840 - 6,707,983
$ 7,107,827 $ 304,840 % - $6,802987
Balance Batance
Beginning of End of
Year Additions Retirements Year
$ 23004 $ 75000 § (30000 $ 95004
406,793 - (406,793) -
429 797 75,000 (409,793) 95,004
1,838,198 6,264,186 (996,770) 7,105,614
291,082 533,326 (172,592) 651,816
2,129,280 6,797,512 {1,169,362) 7,757,430
1,178,374 39,475 {630,581 587,268
257,176 11,958 (111,795) 157,339
1,435,550 51,433 (742,376) 744,607
693,730 6,746,079 (426,986) 7,012,823
$ 1,123,527 $6,821,079 3% (836,779) $ 7,107,827

-192-




AKRON CARE CENTER, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2015 AND 2014

Note 8 — CAPITAL ASSETS (Cont.)
Reconciliation of Net Investment in Capital Assets:

Restricted Cash - Construction

Other Capital Assets, Net of Depreciation
Peopies Bank Note Payable

City of Akron — USDA Note Payable

City of Akron — GO Bond Payable

Net investment in Capital Assets

2015 2014
73,981 $ 302,125
8,802,987 7,107,827
(233,695) (261,690)
(3,916,380)  (3,986,143)
(1,085,000) _ {1,140,000)
$ 1,641,803 $ 2042119

Note 9- CITY OF AKRON NOTES PAYABLE

in February 2008, Akron Care Center had a $40,000 long-term note with a maturity date of August 2013,
interest rate of 0.00% and no set payment schedule determined. In July 2011, the note was extended for
20 years. No principal or interest is due for the first 11 years of the note, and principal payments will be
required at least annually beginning July 2023. This note was paid off during the fiscal year.

In February 2009, the City of Akron advanced to Akron Care Center, Inc. $100,000 to cover operating
expenses. The note was originally due in September 2013, an interest rate of 4.50% and no set payment
schedule determined. In July 2011, the note was extended for 20 years. Only interest payments areto be
made for the first 11 years. Beginning in July 2023, the Care Center will be required to make principal
payments at least annually. The facility made a $20,000 principal payment, however, made no interest
payments during the fiscal year. The note is secured by the buildings and assets of the organization. The
following are the maturities for the note over the future fiscal years ending June 30

Year

Ending Interest

June 30, Principal @ 4.50%
2016 $ - $ 3800
2017 - 3,600
2018 - 3,600
2019 - 3,600
2020 - 3,600
2021 - 2025 23,621 17,056
2026 - 2030 56,379 5673
$ 80,000 § 40,729

In August 2015, the Care Center paid off this note, while the City of Akron forgave the remaining
interest. :

Note 10 - PEOPLES BANK NOTE PAYABLE

Akron Care Center, Inc. financed through Peoples Bank $625,000 for the construction of the Village North
Apartment Complex, an 8-unit senior living facility completed in December 2003. The note is payable in
120 equal monthly installments of $6,122 including interest at 3.30%. The note shall be payable solely
and only out of the net revenue of the Care Center and shall be a first lien on the future net revenues of
the Care Center. The note was refinanced on November 24, 2008 for $375,000 which is payable in 180
equal monthly installments of $2,823 including interest at 4.25%. The note is secured by the buildings and
assets of the organization.
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AKRON CARE CENTER, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

Note 10 — PEOPLES BANK NOTE PAYABLE (Cont.)
The following are the maturities over the future fiscal years ending June 30:

Year Ending
June 30, Interest Rate Principal Interest Total

2016 4.25% $ 24,072 $ 9807 $ 33,879
2017 4.25% 25,145 8,734 33,879
2018 4.25% 26,220 7,659 33,879
2019 4.25% 27,356 5,523 33,879
2020 4.25% 28,534 5,345 33,879

20212024 4.25% 102,368 8,575 110,943
Total § 233,695 $ 45,643 § 280,338

Note 11 — CITY OF AKRON — GO BOND PAYABLE

Akron Care Center, Inc, borrowed $1,250,000 from the City of Akron through a GO Bond, Series 2012Ain
order to attain the necessary capital to qualify for the $4,000,000 USDA Rural Development loan needed
to finance the construction of their new 45-bed Akron Care Center facility, which opened in August 2013.
The bond principal is payable in 19 payments, with the first payment made on June 1, 2013 and the final
payment scheduled for September 1, 2031. The bonds have a principal payment ranging from $55,000 to
$85,000 per year. The bonds interest payments occur on December 1 and June 1, beginning on
December 1, 2012, with the final payment schedule for June 1, 2031. The bonds have a variable interest
rate, ranging from 1.00% to 3.75%, with an average of 2.40%. The city has pledged the fult faith and credit
of the City of Akron behind them.

The following are the maturities over the future fiscal years ending June 30:

Year Ending
June 30, Principal Coupon Interest Total
2016 $ 60,000 1.00% $ 29,092 $ 89,092
2017 60,000 1.40% 28,493 88,493
2018 60,000 1.40% 27,652 87,652
2019 60,000 1.85% 26,813 86,813
2020 60,000 1.85% 25703 85,703
2021 -2025 325,000 2.52% 108,323 433,323
2026 — 2030 375,000 3.50% 57,812 432,812
2031 85,000 3.75% 3,187 88,187
Total $1,085,000 $307,075 $1,392,075

Note 12 - CITY OF AKRON — USDA NOTE PAYABLE
Akron Care Center, Inc. borrowed $4,000,000 from the City of Akron through a loan with USDA Rural
Development. The loan is a 40-year loan payable in monthly payment of $15,520, with one final payment
of $10,426.10. The payments began on October 26, 2013 and the loan matures September 26, 2053,
The loan has an interest rate of 3.50%. This note is payable solely and only out of the net revenues of the
Care Center. The note is secured by the buildings and assets of the organization.
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AKRON CARE CENTER, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30. 2015 AND 2014

Note 12 — CITY OF AKRON — USDA NOTE PAYABLE (Cont.)

The following are the maturities over the future fiscal years ending June 30:

Ye?JnEengaTg mftgtz st Principal Interest Total
2018 3.50% $ 49907 $ 136,333 186,240
2017 3.50% 51,682 134,558 186,240
2018 3.50% 53,521 132,719 188,240
2019 3.50% 55,424 130,816 186,240
2020 3.50% 57,395 128,845 186,240
2021 ~ 2025 3.50% 319,089 612,111 931,200
2026 - 2030 3.50% 380,017 551,183 931,200
2031-2035 3.50% 452 578 478,622 931,200
2036 — 2040 3.50% 538,995 392,205 931,200
2041 - 2045 3.50% 641,912 289,288 831,200
2046 - 2050 3.50% 764,480 166,720 931,200
2051 - 2054 3.50% 551,380 31,746 583,126
Total $3,916,380 $3,185,146 $7,101,526
Note 13 — LONG-TERM LIABILITIES
Long-Term liability activity for the years ended was as follows:
Due
Beginning Ending Within
June 30, 2015 Balance Additions Reductions Balance One Year
Compensated Absences $ 43,397 $ 67,255 $ 67,171 $ 43,481 $ 10,870
Net Pension Liability 1,077,472 - 259,806 817,666 -
City of Akron Notes Payable 140,000 - 60,000 80,000 -
Peoples Bank Notes Payable 261,690 - 27,995 233,695 24,072
City of Akron - GO Bonds 1,140,000 - 55,000 1,085,000 60,000
USDA Note Payable 3,966,143 - 49,763 3,916,380 49,907
Long-Term Liabilities $6,628,702 $ 67,255 $ 519,735 $6,178,222 $144,849
Due
Beginning Ending Within
June 30, 2014 Balance Additions Reductions Balance One Year
Compensated Absences $ 33,256 $ 64,003 $ 53,952 $ 43,397 $ 10,849
City of Akron Notes Payable 140,000 - - 140,000 -
Peoples Bank Notes Payable 284,506 - 22,816 261,690 23,087
City of Akron — GO Bonds - 1,250,000 110,000 1,140,000 55,000
USDA Note Payable - 4,000,000 33,857 3,966,143 48,193
Long-Term Liabilities $457,762 $5,314,003 $ 220,625 $5,551,230 $137,129
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AKRON CARE CENTER. INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

Note 14 — PENSION PLAN
Plan Description — IPERS membership is mandatory for employees of the Care Center, except for those
covered by another retirement system. Employees of the Care Center are provided with pensions through
a cost-sharing multiple employer defined benefit pension plan administered by lowa Public Employees’
Retirement System (IPERS). IPERS issues a stand-alone financial report which is available by mait at
7401 Register Drive P.O. Box 9117, Des Moines, lowa, 50306-9117 or at www.ipers.org.

IPERS benefits are established under iowa Code chapter 97B and the administrative rules thereunder.
Chapter 97B and the administrative rules are the official plan documents. The following brief description
is provided for general informational purposes only. Refer to the plan documents for more information.

Pensicn Benefits — A regular member may retire at normal retirement age and receive monthly benefits
without an early-retirement reduction. Normal retirement age is age 65, anytime after reaching age 62 with
20 or more years of covered employment, or when the member's years of service plus the member's age
at the last birthday equals or exceeds 88, whichever comes first. (These qualifications must be met on the
member’s first month of entitlement to benefits.) Members cannot begin receiving retirement benefits
before age 55. The formula used to calculate a Regular member's monthly IPERS benefit includes:
* A multiplier {(based on years of service).
¢ The member's highest five-year average salary. (For members with service before June 30, 2012,
the highest three-year average salary as of the date wili be used if it is greater than the highest
five-year average salary.)

Iif a member retires before normal retirement age, the member's monthly retirement benefit will be
permanently reduced by an early-retirement reduction. The early-retirement reduction is calculated
differently for service earned before and after July 1, 2012. For service earned before July 1, 2012, the
reduction is 0.25 percent for each month that the member receives benefits before the member’s earfiest
normal retirement age. For service earned starting July 1, 2012, the reduction is 0.50 percent for each
month that the member receives benefits before age 85.

Generally, once a member selects a benefit option, a monthly benefit is calculated and remains the same
for the rest of the member's lifetime. However, to combat the effects of inflation, retirees who began
receiving benefits prior to July 1990 receive a guaranteed dividend with their regular November benefit
payments.

Disability and Death Benefits — A vested member who is awarded federal Social Security disability or
Railroad Retirement disability benefits is eligible to claim IPERS benefits regardless of age. Disability
benefits are not reduced for early retirement. If a member dies before retirement, the members
beneficiary will receive a lifetime annuity or a lump-sum payment equal to the present actuarial value of
the member’s accrued benefit or calculated with a set formula, whichever is greater. When a member dies
after retirement, death benefits depend on the benefit option the member selected at retirement.

Contributions — Effective July 1, 2012, as a result of a 210 law change, the contribution rates are
established by IPERS following the annual actuariai valuaticn, which applies IPERS’ Contribution Rate
Funding Policy and Actuarial Amortization Method. Statute limits the amount rates can increase or
decrease each year to 1 percentage point. IPERS Contribution Rate Funding Policy requires that the
actuarial contribution rate be determined using the “entry age normal” actuarial cost method and the
actuarial assumptions and methods approved by the IPERS Investment Board. The actuarial contribution
rate covers normal cost plus the unfunded actuarial liability payment based on a 30-year amortization
period. The paymeént to amortize the unfunded actuarial liability is determined as a level percentage of
payroll, based on the Actuarial Amortization Method adopted by the investment board.
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AKRON CARE CENTER, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

Note 14 — PENSION PLAN (Cont.)
In fiscal year 2015, pursuant to the required rate, Regular members contributed 5.95 percent of pay and
the Care Center contributed 8.93 percent for a total rate of 14.88 percent.

The Care Center's contributions to IPERS for the year ended June 30, 2015 were $128,157.

Net Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of :
Resources Related to Pensions — At June 30, 2015, the Care Center reported a liability of $817,666 for its i
proportionate share of the net pension liability. The Care Center net pension liability was measured as of :
June 30, 2014, and the total pension liability used to calculate the net pension liability was determined by .
an actuarial valuation as of that date. The Care Center's proportion of the net pension liability was based 5
on the Care Center's share of contributions to the pension plan relative to the contributions of all IPERS

participating employers, At June 30, 2014, the Care Center's collective proportion was 0.0206174

percent, which was an increase of 0.001852 from its proportion measured as of June 30, 2013.

For the year ended June 30, 2014, the Care Center recognized pension expense of $73,763. At June 30,
2015, the Care Center reported deferred outflows of resources and deferred inflows of resources related
to pensions from the following sources:

Deferred Outflows of Deferred Inflows of
Resources Resources

Differences between expected and actual experience 3 8,886 $ -
Changes of assumptions 36,085 -
Net difference between projected and actual earnings
on pension plan investments - 311,834
Changes in proportion and differences between County
contributions and proportionate share of contributions 53,771 -
Care Center contributions subsequent to the
measturement date 126,157 -

Total 3 224 899 $ 311,834

$126,157 reported as deferred outflows of resources related to pensions resulting from the Care Center
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ended June 30, 2016, Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as follows:

Year Ended

June 30,

2016 $ (54,888)

2017 (54,888)

2018 (54,888)
2019 (54,888)
2020 6,460 i

$ (213,092)

-17-



AKRON CARE CENTER, INC,
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

Note 14 — PENSION PLAN (Cont.)
There were no hon-employer contributing entities at IPERS.

Actuarial Assumptions — The total pension liability in the June 30, 2014 actuarial valuation was determined
using the following actuarial assumptions, applied to all periods included in the measurement;

Rate of Inflation 3.00 percent per annum

(effective June 30, 2014)
' 4.00 to 17.00 percent, average, including inflation. Rates vary by
Rates of salary increase membership group

(effective June 30, 2010)
7.50 percent, compounded annually, net of investment expense,
Long-term investment rate of return including inflation

(effective June 30, 1996)

The actuarial assumptions used in the June 30, 2014 valuation were based on the results of actuarial
experience studies with dates corresponding to those listed above.

Mortality rates were based on the RP-2000 Mortality Table for Males or Fernales, as appropriate, with
adjustments for mortality improvements based on Scale AA.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset class. These ranges are combined
to produce the long-term expected rate of return by weighting the expected future real rates of return by
the target asset allocation percentage and by adding expected inflation. The target allocation and best
estimates of arithmetic real rates of return for each major asset class are summarized in the following
table: :

Long-Term
Expected
Asset Real Rate of
Asset Class Allocation Return
US Equity 23% 6.31
Non US Equity 15 6.76
Private Equity 13 11.34
Real Estate 8 3.52
Core Plus Fixed Income ' 28 2.06
Credit Opportunities 5 3.67
TIPS 5 1.92
Other Real Assets 2 6.27
Cash 1 -0.69

Total 100%
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AKRON CARE CENTER, INC.,
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

Note 14 — PENSION PLAN (Cont.)

Discount Rate — The discount rate used to measure the total pension liability was 7.5 percent. The
projection of cash flows used to determine the discount rate assumed that employee contributions will be
made at the contractually required rate and that contributions from the Care Center will be made at
contractually required rates, actuarially determined. Based on those assumptions, the pension plan's
fiduciary net position was projected fo be available to make all projected future benefit payments of
current active and inactive employees. Therefore, the long-term expected rate of return on pension plan
investments was applied to all pericds of projected benefit payments to determine the total pension
liability.

Sensitivity of the Care Center's Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate — The following presents the Care Center's proportionate share of the net pension liability
calculated using the discount rate of 7.5 percent, as well as what the Care Center’s proportionate share of
the net pension liability would be if it were calculated using a discount rate that is 1-percentage-point lower
(6.5 percent) or t-percentage-point higher (8.5 percent) than the current rate.

1 % Decrease Discount Rate 1% Increase
(6.5%) (7.5%) _ (8.5%)
Care Center's proportionate share of
the net pension liability: $ 1,544,956 $ 817,668 $ 203,757

Pension Plan Fiduciary Net Position — Detailed information about the pension plan’s fiduciary net position
is available in the separately issued IPERS financial report which is available on IPERS’ website at
Www.ipers.org.

Payables to the Pension Plan — At June 30, 2015, the Care Center reperted payables to the defined
henefit pension plan of $9,724 for legally required employer contributions and $6,478 for legally required
employee contributions which had been withheld from employee wages but not yet remitted to IPERS.

Note 15 —~ RISK MANAGEMENT
The Care Center is exposed to various risks of loss related to torts, theft of, damage to, and destruction of
assets; errors and omissions, injuries to employees, and natural disasters. These risks are covered by
commercial insurance purchased from independent third parties. The Care Center assumes liability for
any deductibles and claims in excess of coverage limitations. Settled claims from these risks have not
exceeded commercial insurance coverage for the past three years.

The Care Center's workers’ compensation insurance coverage is purchased from an association of lowa
long-term care providers. The program includes a minimum contribution to cover projected claims and
administration costs as well as a potential maximum contribution level. If a member's actuaf claims for
any policy year exceed the claim fund amount included in the minimum contribution, after adjustment for
actual payrolls, the member is required to contribute the excess, up to the stated maximum contribution.

Losses for claims in excess of the minimum contributions to the claim fund are accrued when information

provided by the Association indicates an assessment is probable and can be reasonably estimated. At
June 30, 2015, there were no claims in excess of the minimum contributions to the claim fund.
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AKRON CARE CENTER, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

Note 16 — ACCOUNTING CHANGE/RESTATEMENT

Governmental Accounting Standards Board Statement No. 68, Accounting and Financial Reporting for
Pensicns — and Amendment of GASB No. 27 was implemented during fiscal year 2015, The revised
requirements establish new financial reporting requirements for state and local governments which
provide their employees with pension benefits, including additional note disclosures and required
supplementary information. In addition, GASB No. 88 requires a state or local government employer to
recognize a net pension liability and changes in the net pension liability, deferred outflows of resources
and deferred inflows of resources which arise from other types of events related to pensions. During the
transition year, as permitted beginning balances for deferred outflows of resources and deferred inflows of
resources will not be reported, except for deferred outflows of resources related to contributions made
after the measurement date of the beginning net pension liability which is required to be reported by
Governmental Accounting Standards Board Statement No. 71, Pension Transition for Contributions Made
Subsequent to the Measurement Date. Beginning net position was restated to retroactively report the
beginning net pension liability and deferred outflows of resources related to contributions made after the
measurement date, as follows:

Net Position

Net position June 30, 2014,

as previously reported $ 2,817,891
Net pension liability at June 30, 2014 (1,077,472)
Change outflows of resources

related contributions made after the

June 30, 2013 measurement date 120,476
Net position July 1, 2014, as restated $ 1,860,805

Note 17 — SUBSEQUENT EVENT
In October 2015, the Care Center closed the construction account that had an accumulated balance of
$84,606 and applied it to principal on the USDA note.
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AKRON CARE CENTER, INC.
SCHEDULE OF THE CARE CENTER'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
IOWA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
LAST FISCAL YEAR*

REQUIRED SUPPLEMENTARY INFORMATION

2015

Care Center's proportion of the net pension

liability (2sset) 0.0206174%
Care Center's proportionate share of the net

pension liability $ 817,668
Care Center's covered-employee payroll $ 141273
Care Center's proportionate share of the net

pension liability as a percentage

of its covered-employee payroll 57.88%
Plan fiduciary net position as a percentage

of the total pension liability 87.61%

* The amounts presented for each fiscal year were determined as of June 30

Note: GASB Statement No. 68 requires ten years of information to be presented in this table. However,
until a fult 10-year trend is compiled, the Care Center will present information for those years for which
information is available.

See accompanying independent auditors’ report.
21~




AKRON CARE CENTER, INC.
SCHEDULE OF CARE CENTER CONTRIBUTIONS
IOWA PUBLIC EMPLOYEES' RETIREMENT SYSTEM

LAST 10 FISCAL YEARS

REQUIRED SUPPLEMENTARY INFORMATION

2015 2014 2013 2012

Statutorily required contribution $ 126,157 $ 120,476 $ 108,709 $ 99,821
Contributions in relation to the

statutorily required contribution (126,157) {120,476) {108,709) (99,.821)
Contribution deficiency (excess) - - - - -
Care Center's covered-employee payroll $1,412,731 $1,349,115 $1,230,784 $1,236,93¢
Contributions as a percentage of

covered-employee payroll ‘ 8.93% 8.93% 8.67% 8.07%

See accompanying independent auditors’ report.
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201 2010 2009 2008 2007 2006
$ 76,508 $ 61978 $ 68,805 $ 67,833 $ 61,853 $ 56,668
(76,508) {61,978) (68,995) (67,633} (61,853} (56,668)
$1,100,835 $ 932,000 $1,086,535 $1,117,901 $1,075,704 $ 985,530
8.95% 6.65% 6.35% 6.05% 5.75% 5.75%
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AKRON CARE CENTER, INC.
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION — PENSION LIABILITY
YEAR ENDED JUNE 30, 2015

Changes of Benefit Terms;

Legislation passed in 2010 modified benefit terms for current Regular members. The definition of final
average salary changed from the highest three to the highest five years of covered wages. The vesting
requirement changed from four years of service to seven years. The early retirement reduction increased
from 3 percent per year measured from the member’s first unreduced retirement age to a 6 percent
reduction for each year of retirement before age 65.

In 2008, Iegislative action transferred four groups — emergency medical service providers, county jailers,
county attorney investigators, and National Guard installation security officers — from Regular membership
to the protection occupation group for future service only.

Benefit provisions for sheriffs and deputies were changed in the 2004 legislative session. The eligibility for
unreduced retirement benefits was lowered from age 55 by one year each July 1 (beginning in 2004} until
it reached age 50 on July 1, 2008. The years of service requirement remained at 22 or more. Their
contribution rates were also changed to be shared 50-50 by the employee and employer, instead of the
previous 40-60 split.

Changes of Assumptions:
The 2014 valuation implemented the following refinements as a resuit of a quadrennial experience study:

¢ Decreased the inflation assumption from 3.25 to 3.00 percent.

» Decreased the assumed rate of interest on member accounts from 4.00 percent to 3.75 percent
per year.
Adjusted male mortality rates for retirees in the Regular membership group.
Reduced retirement rates for sheriffs and deputies between the ages of 55 and 64.
Moved from an open 30 year amortization period to a closed 30 year amortization period for the
UAL beginning June 30, 2014. Each year thereafter, changes in the UAL from plan experience will
be amortized on a separate closed 20 year period.

The 2010 valuation implemented the following refinements as a result of a quadrennial experience study:

Adjusted retiree mortality assumptions.

Madified retirement rates to reflect fewer retirements.

Lowered disability rates at most ages.

Lowered employment termination rates.

Generally increased the probability of terminating members receiving a deferred retirement
benefit.

+ Modified salary increase assumptions based on various service duration.

The 2007 valuation adjusted the application of the entry age normal cost method to better match projected
contributions to the projected salary stream in the future years. It also included in the calculation of the
UAL amortization payments the one-year lag between the valuation date and the effective date of the
annual actuarial contribution rate.

The 2006 valuation implemented the following refinements as a result of a quadrennial experience study:

« Adjusted salary increase assumptions to service based assumptions.

+ Decreased the assumed interest rate credited on employee contributions from 4.25 percent to
4.00 percent.
Lowered the inflation assumption from 3.50 percent to 3.25 percent.

s Lowered disability rates for sheriffs and deputies and protection occupation members.
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AKRON CARE CENTER, INC.

BUDGETARY COMPARISON SCHEDULE OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION - BUDGET AND ACTUAL (CASH BASIS)
OTHER INFORMATION
YEAR ENDED JUNE 30, 2015

Final to Actual
Actual Actual Cash
Accrual Accrual Cash Budgeted Amounts Basis
Basis Adjustments Basis Original Final Variance
OPERATING REVENUES
Charges for Fees, Services and Loans $ 2,850,558 $ 61682 $2,912238 $ 2,327,923 $ 2,327,923 $ 584,315
OPERATING EXPENSES
Business Type Expenditures and Principal
Payments 2,953,730 15,424 2,569,154 2,228,857 2,228,857 (740,297)
NON-OPERATING REVENUES 67,907 116,426 184,333 - - 184,333
NET CHANGE IN NET POSITION (35,267) 162,684 127,417 99,066 99,066 28,351
BALANCE BEGINNING OF YEAR 1,860,895 (839,356) 1,021,539 1,021,539 1,021,539 -
BALANCE END OF YEAR $ 1,825,628 $ (676,672} 51,148,956 $ 1,120,605 $ 1,120,605 $ 28,351

See Accompanying Netes to Financial Statements
1



AKRON CARE CENTER, INC.
NOTES TO OTHER INFORMATION-
BUDGETARY REPORTING

JUNE 30, 2015

The Board of Trustees annually prepares and adopts a budget designating the amount necessary for the
improvement and maintenance of the Care Center on the cash basis of accounting. The Akron Care
Center submits the adopted budget to the City of Akron where it is incorporated within the City of Akron's
certified budget. The City of Akron is responsible for following the requirements of public notice and
hearing in accordance with Chapters 24 and 347 of the Code of lowa. The City of Akron’s Board of
Trustees certifies the approved budget to the appropriate county auditors. The budget may be amended
during the year utilizing similar statutorily prescribed procedures. Formal and legat budgetary control is
based on total disbursements.

For the year ended June 30, 2015, the Care Center's disbursements exceeded the amount budgeted;

however, it is part of the business-type activities budget and for budgeting purposes we compare the
actual disbursements for the entire City of Akron to the total business-type activities budget.
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WILLIAMS$
T COMP ANYP. c Phone (712) 423-2616

Certified Public Accountants Fax (712) 423-2626

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Trustees of
Akron Care Center, Inc.

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial statements audits contained in Government Auditing
Standards issued by the Comptroller General of the United states, the financial statements of Akron Care
Center, Inc. as of and for the years ended June 30, 2015 and 2014, and have issued our report thereon dated
November 11, 2015. '

internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Akron Care Center, Inc.’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 opinions of the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of Akron Care Center, Inc’s internal control.
Accordingly, we do not express an opinion on the effectiveness of Akron Care Center, inc.'s internal control.

Cur consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed o identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies, and therefore, material weaknesses or significant deficiencies may exist that were not
identified. However, as described in the accompanying Schedule of Findings, we identified certain
deficiencies in internal control over financial reporting 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 entity’s financial
statements 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 [l-A-15 through }I-D-15 to be material
weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Akron Care Center, Inc.’s financial statements are
free from 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,

Comments involving statutory and other legal matters about the Care Center’s operations for the year ended

June 30, 2015 are based exclusively on knowledge obtained from procedures performed during our audit of

the financial statements of the Care Center. Since our audit was based on tesis 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.
-27-




Akron Care Center, Inc.’s Response to Findings

Akron Care Center, Inc.’s responses to findings identified in our audit are described in the accompanying
schedule of findings. Akron Care Center, Inc.'s responses were not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on it.

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 result of that testing, and not to provide an opinion on the effectiveness of the entity’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 entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of Akron

Care Center, Inc. during the course of our audit. Should you have any questions concerning any of the above
matters, we shall be pleased to discuss them with you at your convenience.

Wue&‘w/u 7£ Cdm/aaww/ﬁac-v

Certified Public Accountants

Onawa, lowa
November 11, 2015
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AKRON CARE CENTER. INC,

SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2015

Part I Summary of the Independent Auditors’ Resuits

A An unmodified opinion was issued on the financial statements.
B. Material weaknesses in internal control over financial reporting were disclosed by the audit of
the financial statements.
C. The audit did not disclose any non-compliance which is material to the financial statements.
Part ll. Findings Related to the Financial Statements
MATERIAL WEAKNESSES:
lI-A-15  Financial Accounting - Segregation of Duties — One important aspect of internal control is the

1-B-15

I-C-15

segregation of duties among employees to prevent an individual employee from handling duties
which are incompatible. The cash receipts listing, bank deposits and the posting of cash
receipts to the cash receipts journal are all done by the same person.

Recommendation — An individual who does not have access to the accounting records should
prepare the initial cash receipts listing at the time of opening the mail. This listing should be
compared to the cash receipts journal and the bank deposits on a periodic basis by the
Administrator or a different accountant.

Response — Due to the limited number of office employees, segregation of duties is very
difficult. However, we will have the manager review receipts, posting, and payroll on a test
basis.

Conclusion — Response accepted.

Financial Reporting — During the audit, we identified material amounts of receivables, payables
and capital asset additions not adjusted in the Care Center's financial statements. Adjustments
were subsequently made by the Care Center to properly include these amounts in the firancial
statements.

Recommendation — The Care Center should implement procedures to ensure all receivables,
payables and capital asset additions are identified and included in the Care Center’s financial
statements.

Response — We will revise our current procedures to ensure the proper amounts are recorded
in the financial statements in the future.

Conclusion — Response accepted.
Financial Accounting - Bed & Breakfast — During the audit, we identified weaknesses in internal
control related to the accounting for the bed and breakfast income. We noted inconsistencies

that some stays may not be getting accounted and recorded for appropriately.

Recommendation — The Care Center should implement procedures to ensure all reservations
are properly reported and ali cash receipts are accounted for,

Response — We will revise our current procedures to ensure all reservations are properly
reported and all cash receipts are recorded in the financial statements in the future.

Conclusion — Response accepted.
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AKRON CARE CENTER, INC.

SCHEDULE OF FINDINGS (Cont.)

JUNE 30, 2015

Part Il: Findings Related to the Financial Statements (Cont.)

MATERIAL WEAKNESSES:

1-D-15

Carryover of Paid Time Off (PTQ) — During the audit, we identified multiple employees with
Paid Time Off (PTO) being carried over in excess of the current employee policy.

Recommendation ~ The Care Center should implement procedures to ensure paid time off is
carried over according to the current policy, which states that an employee may maintain and
carryover from year to year a maximum PTO balance equal to % times the number of their
maximum number of PTO hours.

Response — We will revise our current procedures to ensure PTO is being carried over
properly.

Conclusion — Response accepted.

INSTANCES OF NON-COMPLIANCE:

No matters were noted.

Other Findings Related to Required Statutory Reporting:

(A)

8

(C

(F)

(G)

Questionable Expenses — No questionable expenses that may not meet the requirements of
public purpose as defined in an Attorney General’s opinion dated April 25, 1979 were noted.

Officiat Depositories — A resolution naming official depositories has been adopted by the Care
Center. The maximum deposit amounts stated in the resolution were not exceeded during the
year ended June 30, 2015.

Travel Expense ~ No disbursements of money for travel expenses of spouses of Care Center
officials or employees were noted.

Board Minutes ~ No transactions were found that we believe should have been approved in the
Care Center's minutes but were not.

Deposits and Investments — No instances of non-compliance with the deposit and investment
provisions of Chapter 12B and 12C of the Code of lowa and the Care Center’s investment
policy were noted.

Business Transactions — There were no business transactions that occurred between the Care
Center and Care Center officials.

Budget ~ Expenditures during the year ended June 30, 2015 exceeded the amount budgeted;
however, it is part of the business-type activities budget and for budgeting purposes we
compare the actual expenditures for the entire City of Akron to the total business-type activities
budget.
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AKRON CARE CENTER, INC.

SCHEDULE OF FINDINGS (Cont.)

JUNE 30, 2015

Other Findings Related to Required Statutory Reporting (Cant.):

(H)

(G)

Publication of Salaries — In fiscal year 2015, actual gross salaries were not published as
required for all employees in accordance with Chapter 372.13 of the Code of lowa and an
Attorney General’s opinion dated April 12, 1978.

Recommendation — The Care Center should publish actual gross salaries as required for all
employees in accordance with Chapter 372.13 of the Code of lowa and an Attorney General's
opinion dated April 12, 1878.

Response — We will seek legal counsel for further guidance on this requirement.
Conclusion — Respense accepted.

USDA Lean — No violations of USDA Note resolutions were noted.

-31-






