





Converse County, Wyoming
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2008

NOTE J - PENSION PLAN

Primary Government

Plan Description. The Converse County Sheriff's office and the component unit Weed and Pest Control District
participate in the Wyoming Retirement System, (System), a cost-sharing multiple-employer public employee
retirement system, (PERS), that acts as a common investment and administrative agent for the State of Wyoming
and various political subdivisions of the State. The System provides retirement, death and disability benefits.
These benefit provisions and all other requirements are established by state statutes, and are explained in the
System's handbook. The Wyoming Retirement System issues a publicly available financial report that includes
financial statements and required supplementary information. That report may be obtained by writing to Wyoming
Retirement System, 6101 Yellowstone Road, Suite 500, Cheyenne, Wyoming 82002 or by calling {307) 777-7691.

Funding Policy. Covered County Sheriff's office employees are required fo contribute 8.6% of their salary to the
plan. The County is required to contribute at least 8.6% of participants total salary. Total confribution equals
17.2% of eligible payroll. The County's contributions to the System for the years ended June 30, 2008, 2007, and
2006 were $119,512, $100,838, and $90,261, respectively.

Weed and Pest Control District employees are reguired to contribute 5.57% of their annual covered salary and
the district is required fo contribute 5.68% of the annual covered payroll. Legislation enacted in 1979 allows the
employer to pay any or all of the employee's contribution in addition to the matching contribution. The District
currently pays 100% of the required employees contribution. Contribution rates are established by Title 9, Chapter
3 of the Wyoming Statutes. The District's contributions to the System for the years ended June 30, 2008, 2007,
and 2006 were $14,312, $12,666, and $10,102, respectively.

NOTE K - DEFERRED COMPENSATION PLAN

Primary Government

The County offers its employees deferred compensation plans created in accordance with Internal Revenue Code
Section 457. The plans, available to all County employees, permit them to defer a portion of their salary untit future
years. The deferred compensation is not available fo employees until termination, retirement, death, or

unforeseeable emergency.

The County follows the policy of contributing up to 8.8% of an employee's compensation. For the year ended June
30, 2008 the County's matching share of contributions totaled $161,866.

Component Unit - County Hospital

The Hospital offers its employees a deferred compensation plan that is structured in accordance with Internal
Revenue Code Section 457. The Hospital follows the policy of matching up to 3 percent of employee
compensation provided the total deferred compensation amount cannot exceed $15,500 per participant, $20,500
for age 50 and older. The Hospital's contribution for matching was $211,782 for the year ending June 30, 2008,

NOTE L - INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

The composition of due to/from other funds as of June 30, 2008 are as follows:

Due From Due To

Major Fund:

General Fund $ 148,566 $ —
Nonmajor Funds:

Best Beginning 5,441 —

Homeland Security Fund 9,115 64,197

Other Grant Fund —_ 43,561
Internal Service Fund: 46,249
Fiduciary Fund:

Agency Fund —_ 9,115

$ 163122 § 163122
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Converse County, Wyoming
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2008

NOTE M - CONTINGENCY
Component Unit - County Hospital

The Hospital has an agreement with Converse County Bank located in Douglas, Wyoming to sell its receivables
with recourse. In the event of a customer's default, the Hospital must repurchase the receivable from the bank.
At June 30, 2008, the Hospital is contingently liable in the amount of $12,504 relating to such receivables sold
with recourse.

From time to time, the Hospital has been named as a defendant in lawsuits wherein the plaintiff claims
malpractice. Management, with advice from counsel, believes all claims are covered by its existing malpractice
coverage policy which has a $25,000 deductible.

The Hospital feels that all pending cases will be settled within the amount of the Hospital's insurance coverage.
Legal counsel of the Hospital predicts that any liability to the Hospital not covered by the insurance policies is
extremely unlikely and no liability has been established, as the potential loss is uncertain.

Subsequent to year end, the Hospital was contacted by the Wyoming Fair Employment Program of a charge of
discrimination. A former employee discharged in January for misconduct filed a charge of religious discrimination.
However, all available evidence indicates that the employee was discharged for cause and that management was
not even aware of the religious affiliation at the time of termination. Legal counsel for the Hospital provided a
position statement on August 15, 2008. At this point the matter is still under investigation. It is too early to
determine the outcome.

As disclosed in note D, the Hospital issued additional bonds during the year to assist with the costs associated
with renovations on the 2nd and 3rd floors of the facility. As of June 30, 2008, the Hospital had expended
approximately $1.2 million and had commitments for the remaining $1.1 million.

Component Unit - County Airport Board
The board received approximately 54% of its support from Converse County. A significant reduction in the level

of this suppon, if this were to occur, may have a negative effect on the Board's operations.

NOTE N - RELATED PARTY TRANSACTIONS

Component Unit - County Airport Board
The Airport's manager is the owner of a company which leases hangar and office space from the Board. Total rent

received for the year ended June 30, 2008 was $5,100.

NOTE O - INDIVIDUAL FUND DISCLOSURES

The Douglas Raceway Special Revenue Fund, Homeland Security Special Revenue Fund, and the Other Grant
Special Revenue Fund had deficit fund balances of $84,471, $38,790, and $32,958, respectively, at June 30,
2008.

The General fund had excess of expenditures over appropriations for the year ended June 30, 2008 for public
safety in the amount of $46,284. Funds sufficient to provide for the excess expenditures were made available from

other functions within the fund.

A prior period adjustmentwas made to decrease the balance of the Other Grant fund for $8,748, to reflect an error
in recording grants receivable in the prior year.

NOTE P - OPERATING LEASES
Component Unit-County Hospital

The Hospital has various monthly rentals. The Hospital is not required to make minimum future rental payments.
Total rental expense for the period ended June 30, 2008 was $644,195.
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Converse County, Wyoming
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
For the Year Ended June 30, 2008

Variance with

Budgeted Amounts Actual - Final Budget
Budgetary favorable/
Original Final Basis (unfavorabie}
REVENUES
Taxes $ 8,419,852 $8419,852 % 9,930,726 % 1,510,874
Licenses and permits 3,500 3,500 6,590 3,090
Intergovernmental revenues 555,000 555,000 530,880 (24,120)
Charges for services 276,500 276,500 462,992 186,492
Interest 160,000 160,000 432,330 272,330
Miscellaneous 40,401 40,401 157.963 117,562
TOTAL REVENUES 9.455 253 9,455 253 11,621,481 2,066,228
EXPENDITURES
Current:
General government 3,264,474 3,264,474 2,869,313 395,161
Public safety 3,230,950 3,438,492 3,484,776 (46,284)
Public works 2,439,533 2,670,757 2,461,462 209,295
Heaith, welfare and recreation 218,800 218,800 218,480 320
Conservation 116,975 116,975 98,607 18,368
Capital outlay 829,893 836,128 728,152 107,976
TOTAL EXPENDITURES 10,100,625 10,545,626 9,860,790 684 836
NET CHANGE IN FUND BALANCES (645,372) {1,090,373) 1,660,691 2,751,064
FUND BALANCES, beginning 10,843,992 10,843,992 10,843,992 —
FUND BALANCES, ending $10,198.620 $9753619 $12504683 § 2751064

The notes to the financial statements are an integral part of this statement.
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Converse County, Wyoming
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
For the Year Ended June 30, 2008

Note 1 - Explanation of differences between budgetary inflows
and GAAP revenues and expenditures

REVENUES
Actual amount (budgetary basis) from the
budgetary comparison schedule

Differences - budget to GAAP;

Adjustments {0 accrue property tax,
receivables, interest and other revenues

Total revenues as reported on the
statement of revenues, expenditures
and changes in fund balances -
governmental funds

EXPENDITURES
Actual amount {budgetary basis) from the
budgetary comparison schedule

Differences - budget to GAAP:

Accrual for retainage payable
Accrual for accounts payable

Total expenditures as reported on the
statement of revenues, expenditures
and changes in fund balances -
governmental funds

-40 -

General
Fund

$ 11,521,481

111,104

$ 11.632.585

$ 9,860,790

(47,579)
34,753

$ 9847964
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Converse County, Wyoming
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2008

Federal Grantot/ Federal Pass-Through
Pass Through Grantor/ CFDA Grantor's Federal
Program Title Number Number Expenditures

U.3. Department of Homeland Security:
Passed through Wyoming Department of Homeland Security:

Citizen Corp 97.087 06CDPCONCCHCCS - 3,976
EMPG 97.042 07CDPCONEMGCFY 3,081
EMPG 97.042 08CDPCONEMGCFS8 17,482
Citizen Corp 97.067 050DPCONCCHCCS 892
SHSG 97.067 060DPCONSCHSGE 64,272
SHSG 97.067 050DPCONSCHSG5 39,150
SHEG 97.067 070DPCONSCHSGY 16,100
Citizen Corp 97.067 070DPCONCCHCCY 192
LETPP 97.067 060DPCONLCHLES 3.474

148,619

—_— =

U.S. Department of Transportation:
Passed through Wyoming Department of Transportation:

Highway Safety Program 20.600 N/A 995
SPEED Grant 20.600 N/A 31.253
32,248

U.8. Department of Housing and Urban Development:
Passed through Wyoming Business Council:
Community Development
Block Grant 14.228 N/A 25,000
25,000

U.S. Department of Health and Human Services:
Passed through Wyoming Department of Family Services:
Public Health Emergency

Preparedness 93.283 N/A 74,492
TANF 93.558 N/A 40,822
MCH Title V Block Grant 93.994 N/A 55,123
VOTE 93.617 N/A 26,962
197,329

U.S. Department of Agriculture:
wWiC 10.578 N/A 16,787
Bankhead Jones 10.666 N/A 174,661
Converse County Firewise 10.664 N/A 46,350
237,798
Total Expenditures of Federal Awards $ 641064

The accompanying notes are an integral part of this schedule.
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Converse County, Wyoming
NOTES TO THE SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2008

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expendifures of federal awards includes the federal grant activity of Converse County,
Wyoming and is presented on the cash basis of accounting. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit

Organizations. Therefore, some amounts presented in this schedule may differ from amounts presented in, or used
in the preparation of, the basic financial statements.
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Converse County, Wyoming
COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS

June 30, 2008

Rural Parks
Fire and Health Economic Enhanced
Protection Recreation  Depariment Development 911
ASSETS
Pocled cash and cash equivalents $ 35278 § 31,505 $ 50175 $ 217957 $ 105873
Property tax receivable 2,286 1,208 1,300 — —
Accounts receivable, net — — — —_ —
Due from other funds — — —
Notes receivahle — — — 112,684 —
TOTAL ASSETS $ 37564 $ 32713 $ 51475 $ 330641 % 105873
LIABILITIES AND FUND BALANCES
Liabilities:
Due to other funds 3 — $ — $ — $ — $ —
Accounts payable — 131 11,884 — 12,991
Deferred revenue 2,192 774 752 — o
Total liabilities 2,192 205 12,636 — 12,991
Fund Balances:
Reserved for non-current
notes receivable — — — 112,684 —
Unreserved, designated for
emergency expenditures 8,000 - — — —
Unreserved, undesignated 27,372 31,808 38,839 217,957 92,882
Total fund balances 35,372 31,808 38,839 330,641 92,882
TOTAL LIABILITIES AND
FUND BALANCES § 37564 § 32713 $ 51475 $ 330641 $ 105873

The notes to the financial statements are an integral part of this statement.
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Converse County, Wyoming
CONBINING BALANCE SHEET - CONTINUED
NONMAJOR SPECIAL REVENUE FUNDS
June 30, 2008

Douglas Homeland inmate Other
Raceway Security Welfare Grants
ASSETS
Pooled cash and cash equivalents $ — $ — $ 44,514 $ —
Property tax receivable — — — —
Accounts receivable, net — 16,292 —_ 41,602
Due from other funds — 9,115 — —
Notes receivable ‘ — — — —
TOTAL ASSETS $ — $ 25407 $ 44514 8 41602
LIABILITIES AND FUND BALANCES
Liabilities:
Due to other funds 3 — $ 64,197 3 — $ 43,561
Accounts payable 84,471 — 565 30,999
Deferred revenue — — — —
Total liabilities 84,471 64,197 565 74,560
Fund Balances:
Reserved for non-current
notes receivable — — — —
Unreserved, desighated for
emergency expenditures — — — —
Unreserved, undesignated (84.471) {38,790} 43 949 (32,958)
Total fund balances (84,471) {38,790) 43,949 (32,958)
TOTAL LIABILITIES AND
FUND BALANCES 3 — $ 25407 $ 44514 $ 41602

The notes to the financial statements are an integral part of this statement.
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Converse County, Wyoming
COMBINING BALANCE SHEET - CONTINUED
NONMAJOR SPECIAL REVENUE FUNDS
June 30, 2008

Best impact
HAHR Beginning Assistance
ASSETS
Pooled cash and cash equivalents § 17,321 $ 22,785 $ 105,761
Property tax receivable —_ — —
Accounts receivable, net — — —
Due from other funds —_— 5,441 —
Notes receivable — — —
TOTAL ASSETS $ 17,321 $ 28,226 $ 105,761
LIABILITIES AND FUND BALANCES
Liabilities:
Due to other funds $ — g — $ —_
Accounts payable — — —
Deferred revenue 16,316 15,695 —
Total liabilities 16,316 15,695 e
Fund Balances:
Reserved for non-current
notes receivable — — —
Unreserved, designated for
emergency expenditures — —_ —
Unreserved, undesignated 1,005 12,531 105,761
Total fund balances 1,005 12,531 105,761
TOTAL LIABILITIES AND
FUND BALANCES 3 17,321 3 28,226 $ 105,761

The notes to the financial statements are an integral part of this statement.
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Total
Nonmajor
Special
Revenue
Funds

$ 631,169
4,794
57,894
14,556
112,684

$ 821,007

$ 107,758
141,041

35,729

284,528

112,684

8,000
415,885

536,569

$ 821,097



Converse County, Wyoming
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR SPECIAL REVENUE FUNDS
For the Year Ended June 30, 2008

Rural Parks
Fire and Health Economic Enhanced
Protection Recreation Department Development 911
REVENUES
Taxes $ — $ 72,242 $ 91674 § — $ —
Intergovernmental — — 10,117 — —
Charges for services — — 28,231 — 138,016
Miscellaneous 1,342 2.821 38,926 11,286 11,123
Total revenues 1,342 75.063 168,948 11,286 149,139
EXPENDITURES
Current:
Public safety 2,885 — —_ — 394,416
Health, welfare and recreation —_ 84,740 217,565 -_ —
Capital outlay — — — — —
Total expenditures 2,885 84,740 217,565 — 394,416
EXCESS (DEFICIENCY) OF
REVENUES OVER EXPENDITURES (1,543} (9,677) (48,617) 11,286 (245,277)
Fund balances - beginning 36.915 41,485 87.456 319,355 338,159
Fund balances - ending $ 35372 $§ 31808 § 388398 § 330641 $ 92882

The notes to the financial statements are an integral part of this statement.
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Converse County, Wyoming
COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES

NONMAJOR SPECIAL REVENUE FUNDS

REVENUES
Taxes
Intergovernmental
Charges for services
Miscellaneous
Total revenues

EXPENDITURES
Current:
Public safety
Health, welfare and recreation
Capital outlay
Total expenditures

EXCESS (DEFICIENCY) OF
REVENUES OVER EXPENDITURES

Fund balances - beginning, as adjusted

Fund balances - ending

Homeland

Security

$ —_—
131,434

131,434

15,333

115,805

131,138

296

(39,086)
$ (38,790

For the Year Ended June 30, 2008

inmate Other

Welfare Grant HAHR

$ - $ — $ -
—_ 180,873 75,302

__ 20,684 — —
20,684 180,873 75,302
—_ 23,253 73,575
18,348 150,174 —
3.706 8,985 917
22,054 182,422 74,492
7,630 {1,549) 810
36,319 (31,409) 195

$ 43.949 3 (32,958) $ 1,005

The notes to the financial statements are an integral part of this statement.
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Converse County, Wyoming
COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES

NONMAJOR SPECIAL REVENUE FUNDS

REVENUES
Taxes
Intergovernmental
Charges for services
Miscellaneous
Total revenues

EXPENDITURES
Current:
Public safety
Health, welfare and recreation
Capital outlay :
Total expenditures

EXCESS (DEFICIENCY) OF
REVENUES OVER EXPENDITURES

Fund balances - heginning, as adjusted

Fund balances - ending

Best
Beqinning

$ —
55,123

601

55,724

55,123

55123

601

11,930

3 12,531

!

For the Year Ended June 30, 2008

Douglas Impact
Raceway Assistance

Total
Nonmajor
Special
Revenue

Funds

$ — $ —
— 105,706

— 55

$ 163,916
558,555
166,247

95838

p— 105,761

984.556

86,555 —

509,462
612,505
129.423

86,555

1,251,390

(86,555) 105,761

(266,834)

803,403

2,084 —

$ _ (84.471) $ 105761

$ 536,569

The notes to the financial statements are an integral part of this statement.
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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

To the Board of County Commissioners
Converse County, Wyoming

I have audited the financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
Converse County, Wyoming as of and for the year ended June 30, 2008, which collectively comprise the County’s
basic financial statements and have issued our report therecon dated January 30, 2009. Other auditors were
engaged to audit the financial statements of the Weed and Pest Control District, County Hospital and the County
Airport Board, component units of the County. | conducted my audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing my audit, | considered Converse County's internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing my opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the County's internal control
over financial reporting. Accordingly, | do not express an opinion on the effectiveness of the County’s internal
control over financial reporting.

My consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might
be significant deficiencies or material weaknesses. However, as discussed below, 1 identified certain deficiencies
in internal controt over financial reporting that | consider to be significant deficiencies.

A control deficiency 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 misstatements on a timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
County’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the
County’s financial statements that is more than inconsequential will not be prevented or detected by the County’s
internal control. | consider the deficiency in internal control over compliance described in the accompanying
schedule of findings and questioned costs as item 2008-1 to be a significant deficiency. The auditors of the
County Airport Board, Memorial Hospital of Converse County and the County Weed and Pest Control District
noted certain matters involving the internal control over financial reporting and its operation that they consider
to be significant deficiencies, and they are identified as items 2008-2 to 2008-6.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not
be prevented or detected by the County's internal control.

Member of Wyoming Seciety of Certified Public Accountants
American Institute of Certified Public Accountants

My consideration of the internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and would not necessarily
identify all deficiencies in internal control that might be significant deficiencies and,
accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, | believe that none of the
significant deficiencies described in the attached schedule of findings and questioned
costs is a material weakness.
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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 - CONTINUED

Compliance and Other Matters
As part of obtaining reasonable assurance about whether Converse County’s financial statements are free of

material misstatement, [ 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 my audit and,
accordingly, | do not express such an opinion. The results of my tests disclosed no instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards.

However, | noted certain matters that | have reported to management of Converse County in a separate letter
dated January 30, 2009,

Converse County's response to the findings identified in my audit is described in the accompanying schedule of
findings and questioned costs. | did not audit the County's response and, accordingly, | express no opinich on

it.

This report is intended solely for the infermation of the Board of County Commissioners, management, others
within the arganization, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

CPA AW, Lee.
CPA Advantage, LLC

Douglas, Wyoming
January 30, 2009
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Member of Wyoming Society of Certified Public Accountants
American Institute of Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of County Commissioners
Converse County, Wyoming

Compliance - | have audited the compliance of Converse County, Wyoming with the types of compliance
requirements described in the U. S, Office of Management and Budget {OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended June 30, 2008. The
County's major federal programs are identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to each of its major federal programs is the responsibility of the County’s management. My
responsibility is o express an opinion on the County's compliance based on my audit,

i conducted my audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Those standards and OMB Circular A-133 require that ! plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred
to above that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on atestbasis, evidence about the County’'s compliance with those requirements and performing such
other procedures as | considered necessary in the circumstances. | believe that my audit provides a reasonable
basis for my opinion. My audit does not provide a legal determination on the County’s compliance with those
requirements,

In my opinion, Converse County, Wyoming complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended June 30, 2008.

internal Control Over Compliance - The management of Converse County, Wyoming is responsible for
establishing and maintaining effective internal control over compliance with requirements of laws, regulations,
confracts and grants applicable to federal programs. In planning and performing my audit, | considered the
County's internal control over compliance with requirements that could have a direct and material effecton a major
federal program in order to determine my auditing procedures for the purpose of expressing my opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, | do not express an opinion on the effectiveness of the County’s internal control over

compliance.

A control deficiency in an entity's internal control over compliance 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 Tracy Boner, CPA

detect noncompliance with a type of compliance requirement of a federal w PO BSOX 15

program on a timely basis. A significant deficiency is a control deficiency, or 315 Walnut Street

combination of control deficiencies, that adversely affects the entity’s Douglas, WY 82633

noncompliance with a type of compliance requirement of a federal program

that is more than inconsequential will not be prevented or detected by the Phone: 307-358-1818

entity's internal control. Fax: 307-358-8449
tracy@cpaadvantage.us
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO FACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 - CONTINUED

A materialweakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that material noncompliance with a type of compliance requirement of a federaf program will
not be prevented or detected by the entity's internal control.

My consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. | did not identify any deficiencies in internal control over
compliance that | consider to be material weaknesses as defined above.

This reportis intended solely for the information and use of the County Commissioners, management and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone other

than these specified parties.

CePA A—vl/v-onid—?- St

CPA Advantage, LLC
Dougias, Wyoming
January 30, 2009
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Converse County, Wyoming

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2008

SECTION | — SUMMARY OF AUDITOR’S RESULTS

Financial Statements
Type of auditor's report issued:
Internal control over financial reporting:
+  Material weakness(es) identified?
= Significant deficiency(ies) identified
that are not considered to be

material weakness(es)?

Noncoempliance material to financial
statements noted?

Federal Awards
Internal control over major programs:
+  Material weakness(es) identified?
«  Significant deficiency(ies) identified
that are not considered to be

material weakness(es)?

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

Any audit findings disclosed that are
required to be reported in accordance
with section 510(a) of Circular A-1337?

Identification of major programs:

Narme of Federal Program or Cluster

Homeland Security
VOTE

Dollar threshold used to distinguish
between type A and type B programs:

Auditee qualified as low-risk auditee?
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Unqualified
Yes X No
X Yes
Yes X No
Yes X No
Yes X __ None reported
Unqualified
Yes X No
CFDA Number(s)
97.267
93.617
$ 300,000
X Yes No



Converse County, Wyoming
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED
For the Year Ended June 30, 2008

SECTION [ — FINANCIAL STATEMENT FINDINGS

2008-1 Converse County-Preparation of Financial Statements
Criteria: An integral part of the internal control system is the ability to prepare financial statements

including the necessary footnote disclosures.

Condition: The County does not have an individual with the expertise to prepare the financial statements
in accordance with generally accepted accounting principles.

Effect: Potential misstatements could exist within the County’s financial statements without being detected.

Recommendation: The County should evaluate the cost/benefit of having an employee with the expertise
to prepare financial statements.

Management response: Historically, the County has relied on the auditor to assist in preparing the
financial statements.

2008-2 County Airport Board-Segregation of Duties in Accounting Department

Criteria: Many small organizations rely on one or twa individuals to perform the accounting functions. Cne
or two employees in the accounting department does not provide adequate segregation of duties.

Condition: In our judgement, the Board's accounting staff is not large enough to permit adequate
segregation of duties as reported above. This lack of segregation of duties does not allow management to
detect and correct a material misstatement if present. Due to the size of the Board's staff it is anticipated
that this will be an ongoing finding.

Recommendation: In our judgement, management and those charged with governance need fo
understand the imporiance of this communication. However, due to the lack of resources available to
management to correct this weakness of segregation of duties, we recommend management mitigate this
weakness with possible compensating controls such as close supervision and monitoring by management
and by the governing board.

Auditee’s Response: Althcugh the accounting staff is too small to provide for adequate segregation of
duties, there are effective compensating controls in place. Physical control of documents and control of
check signature authority are two examples of measures used to compensate for the segregation issue.
Vouchers all require management approval, as well as invoices processed for payment. Ona monthly basis,
expenditures are reviewed by the Board and airport manager, and bank statements are reconciled and
reviewed. These controls provide adequate and effective safeguards to compensate for the lack of
segregation of responsibifities in the accounting department.

2008-3 County Airport Board-Auditor Generates the Annual Financial Statements Including
Footnotes

Criterfa: The Auditing Standards Board {(ASB) recently issued guidance to auditors related to an entity's
internal controls over financial reporting. Many small organizations rely on their auditor to generate the
annual financtal statements including footnotes. SAS No. 112 emphasizes that the auditor can not be part
of your system of internal control over financial reporting.

Condition: In our judgement, the Board's accounting personnel and those charged with governance, in
the of their assigned duties, lack the capabie skills to prepare the financial statements and related footnotes
in accordance with generally accepted accounting principles (GAAP) and to detect and correct a material
misstatement, if present.
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Recommendation: In our judgement, management and those charged with governance need fo
understand the importance of this communication. However, due to the lack of resources available to
management to correct this significant deficiency in financial reporting, we recommend management
mitigate this weakness by having a heightened awareness of all transactions being reported.

Auditee’s Response: We believe Board members and management have the appropriate skills and
knowledge to understand the financial statements. The Board and management review and approve the
financial statements . The Board and management review and approve the financial statements along with
the journal entries proposed by the auditor as well as question various journal entries and financial
information, including the notes to the financial statements.

2008-4 County Airport Board-Payables and Receivables Are Not Adjusted at Year End

Criteria: The Auditing Standard Board (ASB) recently issued guidance to auditors related to an entity's
internal controls over financial reporting. SAS No. 112 states that material adjustments performed by the
auditor can not be part of your system of internal control.

Condition: The Board's accounting personnel, in the course of their assigned duties, are not recording ,
and adjusting payables and receivables at year end. This does not allow managementto detect and correct
a material misstatement if present.

Recommendation: [t should be noted that accounting personnel are capable and knowledgeable to record
and adjust payable and receivables. Also, property taxes receivable at year end is obtained from information
provided by the County Treasurer, which is available well after the year end closing of the books is done.
We recommend that the Board capture all the information at a certain period in time so accurate cash basis
information is available to properly file reports. After data is captured we recommend that prior year
payables be reversed and current year payables be recorded. Also, due to the fact that property tax
information is not available until after the year end closing is performed, we recommend that information
be obtained from the Treasurer and journal entries proposed to the audit firm.

Auditee Response: We concur with recommendation of the auditor and will take appropriate action to
record and adjust payables and receivables at year end. Also year end property tax information will be
obtained from the County Treasurer and entries will be proposed to the audit firm.

2008-5 County Weed and Pest Control District-Separation of Duties:

The small size of the District's office staff limits the possibility of adequate separation of duties in the
accounting area. The basic premise of separation of duties is that no one employee should have access
to both the physical assets and the related accounting records or to all phases of a transaction. The District
has implemented compensating controls to the extent possible by use of the governing board. While we
recognize that it may be impractical for the District to achieve adequate separation of duties within the
accounting department, it is important that the Board be aware of this condition.

Client Response: The Board is aware of this condition. The District feels that it would be impractical to
implement an accounting system with adequate separation of duties as the cost of such a system would
greatly exceed the benefit that would be derived. The District has, however, implemented separation of
duties to the extent practical. (This is an ongoing condition.)
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2008-6 Converse County Hospital-Joint Venture Investment Recording

Condition: The Hospital has not established an effective system of internal control fo ensure investments
are accurately presented in the financial statements.

Criteria: GAAP recording requires that investments be recorded at fair value.

Cause: As the joint ventures were starting, they were not material in amounts. Now that they have been
operating for a few years, they have hecome material to the Hospital's financial statements.

Effect: The effect of improper investment recording is that assets are understated in the financial
statements.

Recommendation: The Board should develop a policy with regard to recerding joint venture investments
which allows management or employees, in the normal course of performing their assigned functions, to
initiate, authorize, record, process, and report the financial position and changes in financial position of the

joint ventures.

Response: The two joint ventures that Memorial Hospital of Converse County is involved in have become
material in relation to the financial statements. Management will work with Big Country Rehabilitation's staff
in refining the accounting system and monitor it as well. Big Country Rehabilitation is currently on a cash
basis for financial reporting and IRS filing. Worksheets have been developed to convert those statements
fo an accrual basis for determining the value of the investment and presentation in MHCC's financial
statements. This will be implemented with the October financial statements with updates occurring quarterly
from that point. Powder River Imaging, LLC' accounting records are maintained on a cash basis as well for
the same reasons. Powder River Imaging, LLC’s records are the responsibility of MHCC and will be
converted to an accrual basis for presentation in MHCC's financia} statements in October and adjusted

quarterly.

Section Ill - Federal Award Findings and Questioned Costs

No matters were reported.
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2007-1 Converse County-Preparation of Financial Statements

Criteria: An integral part of the internal control system is the ability to prepare financial statements
including the necessary footnote disclosures.

Condition: The County does not have an individual with the expertise fo prepare the financial statements
in accordance with generally accepted accounting principles.

Effect: Potential misstatements could exist within the County’s financial statements without being detected.

Recommendation: The County should evaluate the cost/benefit of having an employee with the expertise
to prepare financial statements.

Management response: Historically, the County has relied on the auditor to assist in preparing the
financial statements.

Status: Condition still exists. See 2008-1.

2007-2 County Airport Board Segregation of Duties

Criteria: No one employee .should have access to both the physical assets and the related accounting
recerds or {o all phases of a transaction.

Condition: Cne person has the primary responsibility for performing most of the accounting and financial
duties.

Effect: All of the aspects of internal accounting control which rely upon an adequate segregation of duties
are missing.

Cause: Only a single staff person is available to perform the accounting and financial duties.

Recommendation: We recommend that the Board review accounting and financial records on a regular
basis.

Management Response: While it is impractical for the association to achieve segregation of duties, the
Board is aware of this condition.

Status: Condition still exists. See 2008-2.

2007-3 County Airport Board-Auditor Generates the Annual Financial Statements Including Footnotes

Criteria: The Auditing Standards Board (ASB) recently issued guidance to auditors related to an entity's
internal controls over financial reporting. Many small organizations rely on their auditor to generate the
annual financial statements including footnotes. SAS No. 112 emphasizes that the auditor can not be part
of your system of internal control over financial reporting.

Condition: Inour judgement, the Board's accounting personnel and those charged with governance, in the
course of their assigned duties, lack the capable skills to prepare the financial statements and related
__.._ footnotes in accordance with generally accepted accounting principles (GAAP) and to detect and correct

a material misstatement, if present.
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Recommendation: 1n our judgement, management and those charged with governance need to
understand the importance of this communication. However, due to the lack of resources available to
management to correct this significant deficience in financial reporting, we recommend management
mitigate this weakness by having a heightened awareness of all transactions being reported.

Auditee’s Response: We believe Board members and management have the appropriate skilis and
knowledge to understand the financial statements. The Board and management review and approve the
financial statements. The Board and management review and approve the financial statements along with
the journal entries proposed by the auditor as well as questicn various journat entries and financial
information, including the notes to the financial statements..

Status: Condition still exists. See 2008-3.

2007-4 County Airport Board-Payable and Receivable Are Not Adjusted at Year End

Criteria: The Auditing Standard Board (ASB) recently issued guidance to auditors related to and entity’s
internal controls over financial reporting. SAS No. 112 states that material adjustments performed by the

auditor can not be part of your system of internal control.

Condition: The Board’s accounting personnel, in the course of their assigned duties, are not recording,
and adjusting payables and receivables at year end. This does not allow management to detect and correct
a material misstatement if present.

Recommendation: Itshould be noted that accounting personnel are capable and knowledgeable to record
and adjust payable and receivables. Also property taxes receivable at year end is obtained from information
provided by the County Treasurer, which is available well after the year end closing of the books is done.
We recommend that the Board capture all the information at a certain period in time so accurate cash basis
information is available to properly file reports. After data is captured we recommend that prior year
payables be reversed and current year payables be recorded,. Also, due to the fact that property tax
information is not available until after the year end closing is performed, we recommend that information be
obtained from the Treasurer and journal entries proposed to the audit firm.

Auditee’s Response: We concur with recommendation of the auditor and will take appropriate action to
record and adjust payable and receivables at year end. Also year end property tax information will be
obtained from the county Treasurer and entries will be proposed to the audit firm.

Status: Condition stiill exists. See 2008-4.

2007-5 County Weed and Pest Control District Segregation of Duties

Criteria: No one employee should have access to both the physical assets and the related accounting
records or to all phases of a transaction.

Condition: One person has the primary responsibility for performing most of the accounting and financial
duties.

Effect: All of the aspects of internal accounting control which rely upon an adequate segregation of duties
are missing.

Cause: Only a single staff person is available to perform the accounting and financial duties.
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Recommendation: We recommend that the Board review accounting and financial records on a regular
basis.

Management Response: While it is impractical for the association to achieve segregation of duties, the
Board is aware of this condition.

Status: Condition still exists. See 2008-5.
2007-6 County Weed and Pest Control District-System of Internal Control

Last year the Auditing Standards Board (ASB) issued guidance to auditors related to an entity’s internal
control over financial reporting. The ASB guidance stated that auditors who prepare financial statements
and footnotes, on behalf of their clients become part of an entity's internal control system. The ASB
pronouncement stated that this involvement was a significant deficiency and possible a material weakness
which needed tc communicated as a finding.

Subsequent to the issuance of the financial statement for the year ended June 30, 2007, the ASB issued
clarification on their guidance to auditors and set criteria which clients must meet in order for this
involvement not to be reported a s a finding. Converse County Weed & Pest Control District meets these
criteria and consequently our involvement in the preparation of the financial statements is no longer
considered a finding.
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