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Independent Auditor's Report

To the Board of Education of
Dunkerton Community School District:

We have audited the accompanying financial statements of the governmental activities, the
business type activities, each major fund and the aggregate remaining fund information of
Dunkerton Community School District, Dunkerton Iowa, as of and for the year ended June 30,
2009, which collectively comprise the District’s basic financial statements listed in the table of
contents. These financial statements are the responsibility of District officials. Our responsibility
is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and
the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe our audit provides a reasonable basis for
our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business type
activities, each major fund and the aggregate remaining fund information of Dunkerton
Community School District at June 30, 2009, and the respective changes in financial position and
cash flows, where applicable, for the year then ended in conformity with U.S. generally accepted
accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated
January 11, 2010 on our consideration of Dunkerton Community School District’s internal
control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our
audit.

Management’s Discussion and Analysis and Budgetary Comparison Information on pages 7
through 15 and 42 through 44 are not required parts of the basic financial statements, but are
supplementary information required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary
information. We did not audit the information and express no opinion on it.




Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise Dunkerton Community School District’s basic financial statements. The
financial statements for the five years ended June 30, 2008 (which are not presented herein) were
audited by other auditors who expressed unqualified opinions on those financial statements.
Other supplementary information included in Schedules 1 through 8 is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information
has been subjected to the auditing procedures applied in our audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

Noid G Ut U Soreten

DAVID A. VAUDT, CPA WARREN G. JENKINS, CPA
Auditor of State Chief Deputy Auditor of State

January 11, 2010




MANAGEMENT’S DISCUSSION AND ANALYSIS

Dunkerton Community School District provides this Management’s Discussion and
Analysis of its financial statements. This narrative overview and analysis of the financial activities
is for the fiscal year ended June 30, 2009. We encourage readers to consider this information in
conjunction with the District’s financial statements, which immediately follow this section. During
fiscal year 2009, beginning net assets for governmental activities were restated (increased)
$171,985 to correct errors in reporting prior year local option sales and services tax and income
surtax receivables and reclassify certain accounts previously reported in the Special Revenue,
Student Activity Fund as Agency Funds. To facilitate and enhance comparability in this
discussion and analysis, fiscal year 2008 amounts have been revised to reflect the change as if
they had been made in the prior year.

2009 FINANCIAL HIGHLIGHTS

e General Fund revenues increased from $4,081,248 in fiscal 2008 to $4,134,210 in
fiscal 2009, while General Fund expenditures increased from $4,219,837 in fiscal 2008
to $4,517,608 in fiscal 2009. The District’s General Fund balance decreased from
$791,013 at the end of fiscal 2008 to $398,115 at the end of fiscal 2009, a 49.7%
decrease.

e The increase in General Fund revenues was attributable to an increase in property tax
and federal grant revenue in fiscal 2009. The increase in expenditures was due
primarily to an increase in negotiated salaries and benefits expenditures.

¢ One reason the General Fund balance decreased is because the negotiated salaries and
benefits were greater than the District’s increase in General Fund revenue for fiscal
2009. As a result, the District funded a portion of the current year General Fund
salaries and benefits from the carryover fund balance.

e The District’s solvency ratio decreased from 19.0% at June 30, 2008 to 9.2% at
June 30, 2009. The District’s solvency level indicates the District is able to meet
unforeseen financing requirements and presents a sound risk for the timely repayment
of short-term debt obligations.

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and other information, as
follows:

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

The Government-wide Financial Statements consist of a Statement of Net Assets and a
Statement of Activities. These provide information about the activities of Dunkerton
Community School District as a whole and present an overall view of the District’s
finances.

The Fund Financial Statements tell how governmental services were financed in the
short term as well as what remains for future spending. Fund financial statements
report Dunkerton Community School District’s operations in more detail than the
government-wide statements by providing information about the most significant
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funds. The remaining statements provide financial information about activities for
which Dunkerton Community School District acts solely as an agent or custodian for
the benefit of those outside of the District.

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

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

Other Supplementary Information provides detailed information about the nonmajor
governmental and enterprise funds.

Figure A-1 shows how the various parts of this annual report are arranged and relate
to one another.

Figure A-1
Dunkerton Community School District Annual Financial Report

Management's P . Required
. . Basic Financial
Discussion Supplementary
. Statements .
and Analysis Information
District-wide Fund Notes to
Financial Financial Financial
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Summary <« » Detail




Figure A-2 summarizes the major features of the District’s financial statements, including
the portion of the District’s activities they cover and the types of information they contain.

Figure A-2

Major Features of the Government-wide and Fund Financial Statements

Government-wide
Statements

Fund Statements

Governmental Funds

Proprietary Funds

Fiduciary Funds

Scope

Entire District
(except fiduciary
funds)

The activities of the
District that are not
proprietary or
fiduciary, such as
special education
and building
maintenance

Activities the District
operates similar to
private businesses:
food services, day
care and building
trades class

Instances in which
the District
administers
resources on behalf
of someone else,
such as scholarship
programs

Required financial
statements

e Statement of net
assets

e Statement of
activities

e Balance sheet

e Statement of
revenues,
expenditures and
changes in fund
balances

e Statement of net
assets

e Statement of
revenues, expenses
and changes in fund
net assets

e Statement of cash
flows

e Statement of
fiduciary net assets

e Statement of
changes in fiduciary
net assets

Accounting basis
and measurement
focus

Accrual accounting
and economic
resources focus

Modified accrual
accounting and
current financial
resources focus

Accrual accounting
and economic
resources focus

Accrual accounting
and economic
resources focus

Type of asset/
liability information

All assets and
liabilities, both
financial and capital,
short-term and long-
term

Generally, assets
expected to be used
up and liabilities
that come due
during the year or
soon thereafter; no
capital assets or
long-term liabilities
included

All assets and
liabilities, both
financial and capital,
short-term and long-
term

All assets and
liabilities, both
short-term and long-
term; funds do not
currently contain
capital assets,
although they can

Type of inflow/
outflow information

All revenues and
expenses during the
year, regardless of
when cash is
received or paid

Revenues for which
cash is received
during or soon after
the end of the year;
expenditures when
goods or services
have been received
and the related
liability is due during
the year or soon
thereafter

All revenues and
expenses during the
year, regardless of
when cash is
received or paid

All additions and
deductions during
the year, regardless
of when cash is
received or paid

REPORTING THE DISTRICT’S FINANCIAL ACTIVITIES
Government-wide Financial Statements

The government-wide financial statements report information about the District as a whole
using accounting methods similar to those used by private-sector companies. The Statement of
Net Assets includes all of the District’s assets and liabilities. All of the current year’s revenues
and expenses are accounted for in the Statement of Activities, regardless of when cash is received
or paid.




The two government-wide financial statements report the District’s net assets and how
they have changed. Net assets — the difference between the District’s assets and liabilities — are
one way to measure the District’s financial health or financial position. Over time, increases or
decreases in the District’s net assets are an indicator of whether financial position is improving or
deteriorating. To assess the District’s overall health, additional non-financial factors, such as
changes in the District’s property tax base and the condition of school buildings and other
facilities, need to be considered.

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

e  Governmental activities: Most of the District’s basic services are included here, such
as regular and special education, transportation and administration. Property tax
and state aid finance most of these activities.

e Business type activities: The District charges fees to help cover the costs of certain
services it provides. The District’s school nutrition, daycare and building trades
class programs are included here.

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s
funds, focusing on its most significant or “major” funds — not the District as a whole. Funds are
accounting devices the District uses to keep track of specific sources of funding and spending on
particular programs.

Some funds are required by state law and by bond covenants. The District establishes
other funds to control and manage money for particular purposes, such as accounting for student
activity funds, or to show that it is properly using certain revenues, such as federal grants.

The District has three kinds of funds:

1) Governmental funds: Most of the District’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets that can readily be converted
to cash flow in and out and (2) the balances left at year-end that are available for spending.
Consequently, the governmental fund statements provide a detailed short-term view that helps
determine whether there are more or fewer financial resources that can be spent in the near
future to finance the District’s programs.

The District’s governmental funds include the General Fund, the Special Revenue Funds, the
Debt Service Fund and the Capital Projects Fund.

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

2) Proprietary funds: Services for which the District charges a fee are generally reported in
proprietary funds. Proprietary funds are reported in the same way as the government-wide
financial statements. The District's Enterprise Funds, one type of proprietary fund, are the
same as its business type activities but provide more detail and additional information, such
as cash flows. The District currently has three Enterprise Funds, the School Nutrition Fund,
the Latchkey Fund and the Building Trades Class Fund.

The required financial statements for proprietary funds include a statement of net assets, a
statement of revenues, expenses and changes in fund net assets and a statement of cash
flows.

3) Fiduciary funds: The District is the trustee, or fiduciary, for assets that belong to others.
These funds include Private-Purpose Trust Funds.

e Private-Purpose Trust Fund - The District accounts for outside donations for
scholarships for individual students in this fund.

e Agency Funds - These are funds through which the District administers and
accounts for funds held on behalf of outside organizations.
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The District is responsible for ensuring the assets reported in the fiduciary funds are used
only for their intended purposes and by those to whom the assets belong. The District
excludes these activities from the government-wide financial statements because it cannot use
these assets to finance its operations.

The required financial statements for fiduciary funds include a statement of fiduciary net
assets and a statement of changes in fiduciary net assets.

Reconciliations between the government-wide financial statements and the fund financial
statements follow the fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Figure A-3 below provides a summary of the District’s net assets at June 30, 2009
compared to June 30, 2008.

Figure A-3
Condensed Statement of Net Assets
(Expressed in Thousands)

Governmental Business Type Total Total

Activities Activities District Change

June 30, June 30, June 30, June 30,
2009 2008 2009 2008 2009 2008 2008-2009
Current and other assets $ 3,520 3,058 104 89 3,624 3,147 15.2%
Capital assets 3,739 3,899 30 39 3,769 3,938 -4.3%
Total assets 7,259 6,957 134 128 7,393 7,085 4.3%
Long-term liabilities - 325 - - - 325 -100.0%
Other liabilities 2,195 1,482 2 2 2,197 1,484 48.0%
Total liabilities 2,195 1,807 2 2 2,197 1,809 21.4%

Net assets:

Invested in capital assets 3,739 3,574 30 39 3,769 3,613 4.3%
Restricted 787 663 - - 787 663 18.7%
Unrestricted 538 913 102 87 640 1,000 -36.0%
Total net assets $ 5,064 5,150 132 126 5,196 5,276 -1.5%

The District’s combined net assets decreased 1.5%, or approximately $79,000, from the
prior year. The largest portion of the District’s net assets is invested in capital assets (e.g., land,
infrastructure, buildings and equipment).

Restricted net assets represent resources subject to external restrictions, constitutional
provisions or enabling legislation on how they can be used. The District’s restricted net assets
increased approximately $124,000, or 19%, over the prior year. The increase was primarily a
result of increases in the fund balances of the Special Revenue, Management Fund and the
Capital Projects Fund.

Unrestricted net assets — the part of net assets that can be used to finance day-to-day
operations without constraints established by debt covenants, enabling legislation or other legal
requirements — decreased approximately $360,000, or 36%. This reduction in unrestricted net
assets was primarily a result of increased expenditures in the General Fund.
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Figure A-4 shows the changes in net assets for the year ended June 30, 2009
compared to the year ended June 30, 2008.

Figure A-4
Changes in Net Assets
(Expressed in Thousands)

Governmental Business Type Total Total
Activities Activities District Change
2009 2008 2009 2008 2009 2008 2008-2009
Revenues:
Program revenues:
Charges for service $ 327 345 134 119 461 464 -0.6%
Operating grants, contributions and restricted
interest 756 623 95 86 851 709 20.0%
General revenues:
Property tax 1,562 1,439 - - 1,562 1,439 8.5%
Income surtax 156 137 - - 156 137 13.9%
Statewide sales and services tax 480 545 - - 480 545 -11.9%
Unrestricted state grants 1,667 1,904 - - 1,667 1,904 -12.4%
Unrestricted investment earnings 41 85 1 2 42 87 -51.7%
Other 49 33 - - 49 33 48.5%
Total revenues 5,088 5,111 230 207 5,268 5,318 -0.9%
Program expenses:
Governmental activities:
Instruction 3,288 3,043 2 1 3,290 3,044 8.1%
Support services 1,451 1,362 - - 1,451 1,362 6.5%
Non-instructional programs - - 224 223 224 223 0.4%
Other expenses 383 216 - - 383 216 77.3%
Total expenses 5,122 4,621 226 224 5,348 4,845 10.4%
Increase (decrease) in net assets before transfers (84) 490 4 (17) (80) 473 -116.9%
Transfers (2) - 2 - - - -
Increase (decrease) in net assets (86) 490 6 (17) (80) 473 -116.9%
Net assets beginning of year, as restated 5,150 4,660 126 143 5,276 4,803 9.8%
Net assets end of year $ 5,064 5,150 132 126 5,196 5,276 -1.5%

In fiscal 2009, property tax and unrestricted state grants account for 64.1% of the
revenue for governmental activities while charges for service and operating grants and
contributions account for 99.6% of the revenue for business type activities.

The District’s total revenues were approximately $5.3 million, of which approximately
$5.0 million was for governmental activities and approximately $232,000 was for business
type activities.

As shown in Figure A-4, the District as a whole experienced a 0.9% decrease in
revenues and a 10.4% increase in expenses. Property tax increased approximately $123,000,
operating grants increased approximately $142,000 and unrestricted state grants decreased
approximately $238,000. The increases in expenses related to increases in the negotiated
salaries and benefits and the payment made to refund debt service taxes levied in error.

Governmental Activities

Revenues for governmental activities were $5,037,979 and expenses were $5,121,509
for the year ended June 30, 2009. In a difficult budget year, the District used carryover
balances to offset the excess of expenses over available revenues.

The following table presents the total and net cost of the District’s major governmental
activities, instruction, support services and other expenses, for the year ended June 30, 2009
compared to the year ended June 30, 2008.
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Figure A-5
Total and Net Cost of Governmental Activities
(Expressed in Thousands)

Total Cost of Services Net Cost of Services
Change Change
2009 2008 2008-2009 2009 2008 2008-2009
Instruction $ 3,288 3,043 8.1% 2,450 2,089 17.3%
Support services 1,451 1,362 6.5% 1,376 1,348 2.1%
Other expenses 383 216 77.3% 212 216 -1.8%
Total $ 5,122 4,621 10.8% 4,038 3,653 10.5%

For the year ended June 30, 2009:
e The cost financed by users of the District’s programs was $327,295.

e Federal and state governments subsidized certain programs with grants and
contributions totaling $755,928.

e The net cost of governmental activities was financed with $2,197,827 in property
and other taxes, including income surtax and statewide sales and services tax,
and $1,666,524 in unrestricted state grants.

Business Type Activities

Revenues for business type activities during the year ended June 30, 2009 were $231,021,
representing an 11.1% increase over the prior year, while expenses totaled $226,059, a 1.3%
increase over the prior year. The District’s business type activities include the School Nutrition
Fund, Latchkey Fund and Building Trades Class Fund. Revenues of these activities were
comprised of charges for service, federal and state reimbursements and investment income.

During the year ended June 30, 2009, the District increased meal prices for elementary
student lunches only. This increase resulted in increased revenue to the School Nutrition Fund.

INDIVIDUAL FUND ANALYSIS

As previously noted, Dunkerton Community School District uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements.

The financial performance of the District as a whole is reflected in its governmental funds,
as well. As the District completed the year, its governmental funds reported combined fund
balances of $1,169,089, a decrease of $272,152 compared to last year’s ending fund balances of
$1,441,241. The decrease is due to a decrease of the General Fund balance by 49.7% as stated in
the 2009 Financial Highlights.

Governmental Fund Highlights

e The District’s deteriorating General Fund financial position is the result of many
factors. Growth during the year in tax and federal grants resulted in an increase in
revenues. However, the increase in revenues was more than offset by the District’s
increase in General Fund expenditures, requiring the District to use carryover fund
balance to meet its financial obligations during the year.

e The General Fund balance decreased from $791,013 to $398,115, due in part to the
negotiated salaries and benefits and existing expenditure commitments of the District.

e The Debt Service Fund has a zero balance at the end of fiscal 2009. The District made
the final payment on the local option sales tax revenue bonds. The District also
refunded $187,641 to Black Hawk and Bremer Counties for debt service property tax
levied in error.
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e The Capital Projects Fund balance increased from $371,231 at the end of fiscal 2008
to $483,019 at the end of fiscal 2009. Although statewide sales and services tax
revenues decreased, transfers to the Debt Service Fund for revenue bond payments
decreased as the final bond payment was made in fiscal 2009.

Proprietary Fund Highlights

School Nutrition Fund net assets increased from $53,214 at June 30, 2008 to $58,651 at
June 30, 2009, representing an increase of approximately 10%. For fiscal 2009, the District
increased elementary student lunch prices, resulting in the increase in revenues.

BUDGETARY HIGHLIGHTS

Over the course of the year, Dunkerton Community School District amended its budget
one time to reflect additional expenditures associated with regular instruction.

The District’s total revenues were $101,368 less than total budgeted revenues, a variance
of 1.9%. Even though federal revenue increased in fiscal 2009, a reduction in state resources
caused the state sources received to be $110,753 less than originally anticipated.

Total expenditures were $573,841 less than budgeted, due primarily to the District’s
budget for the General Fund. It is the District’s practice to budget expenditures at the maximum
authorized spending authority for the General Fund. The District then manages or controls
General Fund spending through its line-item budget. As a result, the District’s certified budget
should always exceed actual expenditures for the year.

In spite of the District’s budgetary practice, the certified budget was exceeded in the
instruction function due to the timing of expenditures at year-end without sufficient time to
amend the certified budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2009, the District had invested approximately $3.8 million, net of
accumulated depreciation, in a broad range of capital assets, including land, buildings, athletic
facilities, computers, audio-visual equipment and transportation equipment. (See Figure A-6)
This represents a net decrease of 4.3% from last year. More detailed information about the
District’s capital assets is presented in Note 5 to the financial statements. Depreciation expense
for the year was $144,125 for governmental and business type activities.

Figure A-6
Capital Assets, net of Depreciation
(expressed in thousands)

Governmental Business Type Total Total

Activities Activities District Change

June 30, June 30, June 30, June 30,
2009 2008 2009 2008 2009 2008 2008-2009
Land $ 10 10 - - 10 10 0.0%
Buildings 3,409 3,546 - - 3,409 3,546 -3.9%
Improvements other than buildings 81 85 - - 81 85 -4.7%
Furniture and equipment 239 258 30 39 269 297 -9.4%
Total $ 3,739 3,899 30 39 3,769 3,938 -4.3%

The original cost of the District’s capital assets was approximately $8.7 million.
Governmental funds account for approximately $8.6 million, with the remainder of approximately
$0.1 million accounted for in the proprietary funds.
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Long-Term Debt

At June 30, 2009, the District had no long-term debt outstanding due to the final payment
of $325,000 on the revenue bonds made during the year. Additional information about the
District’s long-term debt is presented in Note 6 to the financial statements.

ECONOMIC FACTORS BEARING ON THE DISTRICT’S FUTURE

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

e Based on the current economy, the District is anticipating reduced funding from the
State of Iowa for upcoming school years. This reduced funding will put a strain on the
General Fund cash reserves the District has accumulated.

e The District annually negotiates a new agreement with the Dunkerton Teacher’s
Education Association. Settlements in excess of “new money” or allowable growth in
state funding will have an adverse effect on the District’s General Fund budget and
related fund balance.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide the District’s citizens, taxpayers, customers,
investors and creditors with a general overview of the District’s finances and to demonstrate the
District’s accountability for the money it receives. If you have questions about this report or need
additional financial information, contact Beth Weepie, District Secretary/Treasurer and Business
Manager, Dunkerton Community School District, 509 S. Canfield, Dunkerton, Iowa, 50626.
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Exhibit A

Dunkerton Community School District

Statement of Net Assets

June 30, 2009

Governmental Business Type
Activities Activities Total
Assets
Cash and cash equivalents 1,695,523 124,779 1,820,302
Receivables:
Property tax:
Delinquent 30,236 - 30,236
Succeeding year 1,506,000 - 1,506,000
Accounts - 216 216
Income surtax 156,416 - 156,416
Due from other funds 27,694 (27,694) -
Due from other governments 105,087 - 105,087
Inventories - 7,131 7,131
Capital assets, net of accumulated
depreciation 3,738,502 30,154 3,768,656
Total assets 7,259,458 134,586 7,394,044
Liabilities
Accounts payable 82,725 - 82,725
Salaries and benefits payable 419,085 - 419,085
Due to other governments 187,641 - 187,641
Deferred revenue:
Succeeding year property tax 1,506,000 - 1,506,000
Other - 2,314 2,314
Total liabilities 2,195,451 2,314 2,197,765
Net assets
Invested in capital assets 3,738,502 30,154 3,768,656
Restricted for:
Management levy 123,018 - 123,018
Physical plant and equipment levy 89,234 - 89,234
Capital projects 483,019 - 483,019
Categorical funding 16,005 - 16,005
Other special revenue purposes 75,703 - 75,703
Unrestricted 538,526 102,118 640,644
Total net assets 5,064,007 132,272 5,196,279

See notes to financial statements.
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Dunkerton Community School District

Functions/Programs:
Governmental activities:
Instruction:
Regular instruction
Special instruction
Other instruction

Supp