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Independent Auditor's Report

Board of Trustees
City/County Health Care Plan
Burlington, Iowa

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and fiduciary funds of
City/County Health Care Plan (Plan) as of June 30, 2017 and 2016 and for the years then ended, and the
related notes to the financial statements, which collectively comprise the Plan'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 the modified cash basis of accounting described in Note 1; this includes determining the
modified cash basis of accounting is an acceptable basis for the preparation of the financial statements in the
circumstances.  Management is also responsible for 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 Plan’s preparation and fair presentation
of the 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 Plan’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.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the modified
cash basis financial position of the business-type activities and fiduciary funds of the Plan as of
June 30, 2017 and 2016, and the changes in its modified cash basis financial position for the years then
ended in accordance with the basis of accounting described in Note 1.

Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting.  The
financial statements are prepared on the modified cash basis of accounting, which is a basis of accounting
other than accounting principles generally accepted in the United States of America.  Our opinions are not
modified with respect to this matter.

Other Matters

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Plan's basic financial statements.  The Management's Discussion and Analysis on pages 4
through 7, which are the responsibility of management, are presented for purposes of additional analysis and
are not a required part of the basic financial statements.  Such information has not been subjected to the
auditing procedures applied in the audit of the basic financial statements, 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 January 18, 2018,
on our consideration of the Plan'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 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 the Plan's internal control over financial reporting and compliance.

January 18, 2018
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City/County Health Care Plan
Management's Discussion and Analysis

The City/County Health Care Plan provides this Management's Discussion and Analysis of its basic financial
statements.  This narrative overview and analysis of the financial activities is for the fiscal year ended
June 30, 2017.  We encourage readers to consider this information in conjunction with the Plan's financial
statements, which follow.

Financial Highlights

 The Plan's operating revenues for the basic financial statements totaled $7,481,234 for the fiscal year

ended June 30, 2017, an increase of 11%, or $760,604, from fiscal year 2016.  The primary increase

was the result of an increase in medical premium revenues.

 The Plan's operating expenses for the basic financial statements totaled $7,232,442 for the fiscal year

ended June 30, 2017, an increase of 8%, or $523,722 from fiscal year 2016.  The increase was the

result of higher medical and dental disbursements.

 The Plan's operating revenues for the Fiduciary Fund decreased (31)%, or $(70,142), from fiscal year

2016 to fiscal year 2017.  Operating expense decreased $(39,029), or (18)% from fiscal 2016 to fiscal

2017.  These two changes combined allowed for the Fiduciary net assets to decrease $(18,116) or

(56)%.

Using This Annual Report

The City/County Health Care Plan has elected to present its financial statements on the modified cash basis of
accounting.  The modified 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 for recognizing revenues and expenses and the related assets and deferred inflows
of resources.  Under the Plan's modified cash basis of accounting, revenues and expenses and the related
assets and deferred inflows of resources are recorded when they result from cash transactions, except as
follows.  Modifications to the cash basis of accounting include recording deferred revenue or accounts
receivables for the members' monthly premium cash receipts.  The member cash receipts are recorded in the
period of the Plan's coverage.

As a result of the use of this modified cash basis of accounting, certain assets and their related revenues and
certain liabilities and their related expenses are not recorded in these financial statements.  Therefore, when
reviewing the financial information and discussion within this annual report, the reader should keep in mind
the limitations from the use of the modified 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 Plan's modified cash basis of accounting.

This discussion and analysis is intended to serve as an introduction to the Plan's basic financial statements.
The annual report consists of a series of financial statements and other information, as follows:

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

The Statement of Net Position - Modified Cash Basis presents information on the Plan's assets and
liabilities, with the difference between the two reported as net position.  Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the Plan
is improving or deteriorating.
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City/County Health Care Plan
Management's Discussion and Analysis

The Statement of Cash Receipts, Disbursements and Changes in Net Position - Modified Cash Basis
is the basic statement of activities for proprietary funds.  This statement presents information on the
Plan's operating revenues and expenses, nonoperating revenues and expenses, and whether the Plan's
financial position has improved or deteriorated as a result of the year's activities.  

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

Financial Analysis of the City/County Health Care Plan

Statements of Net Position - Modified Cash Basis

As noted earlier, net position may serve over time as a useful indicator of the Plan's financial position.  The
Plan's net position - modified cash basis for fiscal 2017 for the Business-Type Activities totaled $624,598,
compared to $374,203 for fiscal 2016.  A summary of the Plan's Business-Type Activities net position -
modified cash basis at June 30, 2017 and 2016 are presented below:

Statements of Net Position - Modified Cash Basis

2017 2016

Assets $ 1,153,478 $ 930,127

Liabilities 528,880 555,924

Net position - modified cash basis $ 624,598 $ 374,203

Statement of Cash Receipts, Disbursements and Changes in Net Position - Modified Cash Basis

Operating revenues are received for insurance premiums from the member groups.  Operating expenses are
expenses paid to and on behalf of members for benefits and claims.  A summary of revenues, expenses and
changes in net position for the years ended June 30, 2017 and 2016 is presented below:

Cash Receipts, Disbursements and Changes in
Net Position - Modified Cash Basis

2017 2016

Operating cash receipts $ 7,481,234 $ 6,720,630
Operating cash disbursements 7,232,442 6,708,720

Operating gain 248,792 11,910
Nonoperating cash receipts 1,603 1,317

Change in net position - modified cash basis 250,395 13,227

Net position - modified cash basis, beginning of year 374,203 360,976

Net position - modified cash basis, end of year $ 624,598 $ 374,203
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City/County Health Care Plan
Management's Discussion and Analysis

Cash Receipts

A summary of cash receipts for the years ended June 30, 2017 and 2016 and the amount and percentage of
change in relation to prior year amounts is presented below:

Amount
% of
Total

Increase
(Decrease)
From Prior

Year
% Increase
(Decrease)

Operating:
Medical premiums $ 5,785,460 %77.33 $ 309,995 %5.66
VOYA funding 171,761 2.29 (325,352) (65.45)
Dental premiums 394,583 5.27 (13,516) (3.31)
Voluntary products premium 198,484 2.65 (937) (0.47)
Vision premiums 34,356 0.46 (890) (2.53)
Health retirement account premium 639,093 8.54 639,093 -
Reinsurer funding 71,345 0.95 71,345 -
Administrative fees 183,283 2.45 79,650 76.86
Unclaimed 125 plan contributions 2,869 0.04 1,216 73.56

Total operating 7,481,234 99.98 760,604 11.32
Nonoperating:

Interest income 1,603 0.02 286 21.72

Total cash receipts $ 7,482,837 %100.00 $ 760,890 %11.32

Cash Disbursements

A summary of cash disbursements for the year ended June 30, 2017 and 2016 and the amount and percentage
of change in relation to prior year amounts is presented below:

Amount
% of
Total

Increase
(Decrease)
From Prior

Year
% Increase
(Decrease)

Operating:
Partial self-funded claims $ 885,177 %12.24 $ 279,110 %46.05
Wellness claims 19,093 0.26 (649) (3.29)
Medical disbursements 4,736,767 65.49 (82,639) (1.71)
VOYA disbursements 171,761 2.37 (328,022) (65.63)
Dental claims 356,780 4.94 (28,810) (7.47)
Voluntary products distributions 196,700 2.72 (164) (0.08)
Vision disbursements 35,235 0.49 1,051 3.07
Health retirement account

disbursements 639,093 8.84 639,093 -
Operating expense 191,836 2.65 44,752 30.43

Total cash disbursements $ 7,232,442 %100.00 $ 523,722 %7.81
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City/County Health Care Plan
Management's Discussion and Analysis

The Statement of Cash Receipts, Disbursements and Changes in Net Position-Modified Cash Basis reflects a
positive year with an increase in the net assets at the end of the fiscal year.

In fiscal 2017, the net position in the Basic Financial Statements increased by $250,395. 

Debt Administration

At June 30, 2017, the Plan had no long-term debt outstanding.

Economic Factors

The future of the City/County Health Care Plan depends on the continuing participation by government bodies
and the usage of programs.

Contacting the City/County Health Care Plan's Financial Management

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a general
overview of the Plan's finances and to show the Plan's accountability for the money it receives.  If you have
questions about this report or need additional financial information, contact City/County Health Care Plan, c/o
City of Burlington, 400 Washington Street, Burlington, Iowa.
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City/County Health Care Plan
Statements of Net Position - Modified Cash Basis

Business-Type Activities
June 30, 2017 and 2016

2017 2016
Assets

Cash $ 1,153,478 $ 930,127

Total assets 1,153,478 930,127

Liabilities

Deferred revenue 528,880 555,924

Total liabilities 528,880 555,924

Net Position

Net position - modified cash basis 624,598 374,203

Total net position - modified cash basis $ 624,598 $ 374,203

 See notes to financial statements.
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City/County Health Care Plan
Statements of Cash Receipts, Disbursements and Changes in Net Position - Modified Cash Basis

Business-Type Activities
Years Ended June 30, 2017 and 2016

2017 2016
Operating Cash Receipts

Medical premiums $ 5,785,460 $ 5,475,465
VOYA funding 171,761 497,113
Dental premiums 394,583 408,099
Voluntary products premium 198,484 199,421
Vision premiums 34,356 35,246
Health retirement account premium 639,093 -
Reinsurer funding 71,345 -
Administrative fees 183,283 103,633
Unclaimed 125 plan contributions 2,869 1,653

Total operating revenues 7,481,234 6,720,630

Operating Cash Disbursements
Medical

Partial self-funded claims 885,177 606,067
Wellness claims 19,093 19,742
Medical disbursements 4,736,767 4,819,406

5,641,037 5,445,215
VOYA disbursements 171,761 499,783
Dental claims 356,780 385,590
Voluntary products distributions 196,700 196,864
Vision disbursements 35,235 34,184
Health retirement account disbursements 639,093 -
Operating expense 191,836 147,084

Total operating expenses 7,232,442 6,708,720

Operating gain 248,792 11,910

Nonoperating Cash Receipts
Interest income 1,603 1,317

Change in net position - modified cash basis 250,395 13,227

Net position - modified cash basis, beginning of year 374,203 360,976

Net position - modified cash basis, end of year $ 624,598 $ 374,203

 See notes to financial statements.
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City/County Health Care Plan
Statements of Net Position - Modified Cash Basis

Fiduciary Fund
June 30, 2017 and 2016

2017 2016
Assets

Cash, 125 Plan $ 14,110 $ 32,226

Net Position

Net position - modified cash basis $ 14,110 $ 32,226

 See notes to financial statements.
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City/County Health Care Plan
Statements of Cash Receipts, Disbursements and Changes in Net Position - Modified Cash Basis

Fiduciary Fund
Years Ended June 30, 2017 and 2016

2017 2016

Additions
125 plan contributions $ 156,830 $ 226,972

Deductions
125 plan claims 172,077 212,322
Unclaimed 125 plan contributions 2,869 1,653

Total operating disbursements 174,946 213,975

Change in net position - modified cash basis (18,116) 12,997

Net position - modified cash basis, beginning of year 32,226 19,229

Net position - modified cash basis, end of year $ 14,110 $ 32,226

 See notes to financial statements.
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City/County Health Care Plan
Notes to Financial Statements

Note 1.  Summary of Significant Accounting Policies

The City/County Health Care Plan (Plan) is a voluntary joint undertaking of units of government to
create and maintain a self-funded health benefits program through cooperative action with private
agencies, as authorized by Chapter 28E of the Code of Iowa.  The Plan purchases health insurance
through Wellmark Blue Cross Blue Shield and has a partial self-funded deductible plan.  The dental
benefit plan is self-funded.  The Plan also administers a variety of other insurance coverage for the
Plan's participants, if elected.  

The Plan's member groups are from the following governmental entities:  Burlington Municipal
Waterworks, City of Burlington, City of Danville, City of Mediapolis, Des Moines County,
Des Moines County Communications Center (DesCom), Des Moines County Regional Solid Waste
Commission, Southeast Iowa Regional Airport Authority and Two Rivers Levee Drainage District.
The Plan's Board of Trustees is composed of seven representatives from the following member
groups: three representatives from the City of Burlington, two representatives from the County, one
representative from the City and County unions, and one representative from the remaining member
groups.

The Plan's financial statements are prepared on the basis of modified cash receipts and
disbursements, which is a basis of accounting other than accounting principles generally accepted
in the United States of America. 

A. Reporting Entity

For financial reporting purposes, the Plan has included all funds, organizations, account groups,
agencies, boards, commissions and authorities.  The Plan 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 Plan is such that exclusion would cause
the Plan's financial statements to be misleading or incomplete.  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 the entity to impose its will on that organization or (2) the
potential for the organization to provide specific financial burdens on the Plan.  The Plan has
no component units that meet the GASB criteria.

B.  Basis of Presentation

The Plan's accounts are organized as business-type activities and as a fiduciary fund.  The
business-type activities are used to account for operations conducted in a manner similar to
private business enterprises, where the intent of the governing body is that the costs (expenses)
of providing goods or services to its members on a continuing basis be recovered primarily
through member charges.  The fiduciary fund is used to account for assets held by a
governmental unit in a trustee capacity or as an agent for individuals, private organizations,
other governments, and/or other funds.  The Plan's Internal Revenue Service Code Section 125
Cafeteria Plan is summarized within the fiduciary fund financial statements.

-12-



City/County Health Care Plan
Notes to Financial Statements

Note 1.  Summary of Significant Accounting Policies (continued)

C. Measurement Focus and Basis of Accounting

The Plan maintains its financial records on the basis of modified cash receipts and
disbursements and the financial statements of the Plan are prepared on that basis.  Cash receipts
are recorded when received, except as noted below, and distributions are recorded when paid.
The modified cash basis of accounting does not give effect to accounts receivable, accounts
payable and accrued items.  Accordingly, the financial statements do not present the financial
position and results of operations of the Plan in accordance with accounting principles
generally accepted in the United States of America.  Modifications to the cash basis of
accounting include recording deferred revenue or accounts receivable for the members' monthly
premium cash receipts.  These cash receipts are recorded in the period of the Plan's coverage.

D. Statements of Net Position - Modified Cash Basis

The following accounting policies are followed in preparing the Statements of Net Position -
Modified Cash Basis:

Cash - The Plan 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, have a maturity date no longer than three months.

Deferred Revenue - The Plan's deferred revenue consists of members' monthly premium cash
receipts.

Income Tax Status - The Plan is not a legal entity but a self-funded health benefits program
funded by a common pool of funds as authorized by Chapter 28E of the Code of Iowa.  Any tax
liability that would occur would be the responsibility of the participating members.

Net Position - Modified Cash Basis - The Plan's net position - modified cash basis is
unrestricted.

E.  Estimates

The preparation of financial statements in conformity with the modified cash basis of
accounting requires management to make estimates and assumptions that affect certain reported
amounts and disclosures.  Accordingly, actual results could differ from those estimates.

F. Subsequent Events

The Plan's management performed an evaluation of subsequent events through
January 18, 2018, which is the date the financial statements were available to be issued.  There
are no subsequent events that require disclosure or recognition in the financial statements as of
June 30, 2017.
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City/County Health Care Plan
Notes to Financial Statements

Note 2. Cash and Investments

The Plan's deposits in banks at June 30, 2017 and 2016 were covered by federal depository
insurance up to $250,000.  As required by Chapter 12C of the Code of Iowa, the Plan has
designated depositories with the local banks to a maximum of $5 million in deposits.

The Plan 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 Plan; 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.

Note 3.  Third Party Administrative Fee

The Plan has an agreement with Two Rivers Insurance Company, Inc. DBA Employee Benefit
Systems, to administer the Plan and process claims.  The agreement provides for the payment of
administrative fees, which totaled $97,853 and $95,825 for the years ended June 30, 2017 and
2016, respectively.

Note 4.  Risk Management

The Plan is exposed to various risks of loss related to participant benefits; torts; theft, errors and
omissions; and natural disasters.  These risks are covered by the purchase of commercial insurance
or outsourced functions with a third party administrator.  Settled claims from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal years.  The Plan assumes
liability for any deductibles and claims in excess of coverage limitations.
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Independent Auditor's Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance with Government Auditing Standards

Board of Trustees
City/County Health Care Plan
Burlington, Iowa

We have audited 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, the financial statements of the business-type activities and fiduciary
funds of City/County Health Care Plan (Plan) as of and for the year ended June 30, 2017, and the related notes
to the financial statements, and have issued our report thereon dated January 18, 2018.  Our report expressed
an unmodified opinion on the financial statements, which were prepared on the basis of modified 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 statements, we considered the Plan's internal control
over financial reporting to determine the audit procedures appropriate in the circumstances, for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Plan's internal control.  Accordingly, we do not express an opinion on the effectiveness of
the Plan's internal control over financial reporting.

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 Plan's financial
statements will not be prevented or detected and corrected on a timely basis.  A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control which is less severe than a material weakness,
yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies.  Given these limitation, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses.  However, material weaknesses may exist that
have not been identified.
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Compliance and Other Matters

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

Comments involving statutory and other legal matters about the Plan's operations for the year ended
June 30, 2017 are based exclusively on knowledge obtained from procedures performed during our audit of
the financial statements of the Plan.  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.

Plan's Responses to Findings

The Plan's responses to the findings identified in our audit are described in the accompanying Schedule of
Findings.  The Plan's responses were not subjected to the auditing procedures applied in the audit of the
financial statements 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 Plan'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 Plan'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 the Plan's Board of
Trustees and its third party administrator 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.

January 18, 2018
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City/County Health Care Plan
Schedule of Findings

Year Ended June 30, 2017

Part I: Findings Related to the Financial Statements

Internal Control Deficiency

No material weaknesses or significant deficiencies were noted.

Instances of Noncompliance

No material matters of noncompliance with financial requirements were noted.

Part II: Other Findings Related to Statutory Reporting

II-A-17 Questionable Disbursements - No disbursements that we believe may not meet the requirements of
public purpose as defined in the Attorney General's opinion dated April 25, 1979 were noted.

II-B-17 Plan Minutes -   No transactions were found that we believe should have been approved in the
Plan's minutes but were not.  However, the minutes were not published within 20 days following
adjournment of the meeting as required by Chapter 28E.3(a) of the Code of Iowa for four meetings.

Recommendation - The Plan should ensure that the minutes are published timely as required.

Response - The Plan started publishing the minutes timely and will continue to publish as required.

Conclusion - Response accepted.

II-C-17 Deposits and Investments - No instances of noncompliance with the deposit and investment
provisions of Chapter 12B and Chapter 12C of the Code of Iowa were noted.

II-D-17 Authorized Signatories - The Plan had check signers on the bank account that were no longer
employees for the third party administrator as of June 30, 2017.  

Recommendation - The Board of Trustees should ensure that the check signers are updated when
there are changes in key employees at the third party administrator.

Response - The check signers have been updated and are all active employees at the third party
administrator.

Conclusion - Response accepted.
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