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 REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO  
 ITS MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 
 COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
 
To the Board of Trustees 
  Cedar Falls Municipal Utilities 
Cedar Falls, Iowa 
 
 
Compliance 
 
We have audited the compliance of Cedar Falls Municipal Utilities 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 its major federal program for the year ended December 31, 2009. The Utilities’ major federal 
program is identified in the summary of the independent 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 its major federal program is the responsibility of the management of Cedar 
Falls Municipal Utilities. Our responsibility is to express an opinion on the Utilities’ compliance based on our 
audit. 
 
We conducted our 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 we 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 a test basis, evidence about the Utilities’ compliance with 
those requirements and performing such other procedures as we considered necessary in the circumstances. 
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal 
determination on the Utilities’ compliance with those requirements.  
 
In our opinion, Cedar Falls Municipal Utilities complied, in all material respects, with the requirements 
referred to above that are applicable to its major federal program for the year ended December 31, 2009. 
 
Internal Control Over Compliance 
 
Management of Cedar Falls Municipal Utilities is responsible for establishing and maintaining effective 
internal control over compliance with requirements of laws, regulations, contracts, and grants applicable to 
federal programs. In planning and performing our audit, we considered the Utilities’ internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in order 
to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and 
report on internal control over compliance in accordance with OMB Circular A-133, but not for the purpose 
of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not 
express an opinion on the effectiveness of the Utilities’ internal control over compliance. 
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A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal 
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or 
combination of  deficiencies, in internal control over compliance, such that there is a reasonable possibility 
that material noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance 
that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses, as defined above.  
 
Schedule of Expenditures of Federal Awards 
 
We have audited the financial statements of Cedar Falls Municipal Utilities as of and for the year ended 
December 31, 2009, and have issued our report thereon dated March 29, 2010, which contained unqualified 
opinions on those financial statements. Our audit was performed for the purpose of forming opinions on the 
financial statements as a whole. The schedule of expenditures of federal awards is presented for the purposes 
of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organizations, and is not a required part of the financial statements. Such 
information is the responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements. The information has been subjected to 
the auditing procedures applied in the audit of the financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other records 
used to prepare the financial statements or to the financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of America. In our 
opinion, the information is fairly stated in all material respects in relation to the financial statements as a 
whole.  
 
This report, a public record by law, is intended solely for the information and use of the officials, employees, 
and customers of Cedar Falls Municipal Utilities and other parties to whom Cedar Falls Municipal Utilities 
may report, including federal awarding agencies and pass-through entities. This report is not intended to be 
and should not be used by anyone other than these specified parties. 

 
Dubuque, Iowa 
March 29, 2010 
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CEDAR FALLS MUNICIPAL UTILITIES 
CEDAR FALLS, IOWA 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED DECEMBER 31, 2009 
 

 
     Agency or 
     Pass-through   Program 
Grantor/Program  CFDA Number   Number   Expenditures  
 
U.S. Department of Homeland Security: 
  Pass-through program from:      
    Iowa Department of Homeland Security: 
   Disaster Grants – Public Assistance 
            (Presidentially Declared Disasters)  97.036   013-000CA-00 $ 1,529,444  
 
   Disaster Grants – Public Assistance 
            (Presidentially Declared Disasters)  97.036   013-000CA-00  437,434  
 
Total U.S. Department of Homeland Security       1,966,878  
 
 
U.S. Department of Energy 
  Biomass Energy Generation Project  N/A   DE-EE0000398  6,243  
 
 
Total        $ 1,973,121  
    
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See notes to the Schedule of Expenditures of Federal Awards.     3



CEDAR FALLS MUNICIPAL UTILITIES 
CEDAR FALLS, IOWA 
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED DECEMBER 31, 2009 
 
 
NOTE 1 – BASIS OF PRESENTATION 
 
The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of Cedar 
Falls Municipal Utilities and is presented on the accrual basis of accounting. The information on 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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CEDAR FALLS MUNICIPAL UTILITIES 
CEDAR FALLS, IOWA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
YEAR ENDED DECEMBER 31, 2009 
 
 
Part I: Summary of the Independent Auditor’s Results: 
 
Financial Statements 
Type of auditor’s report issued Unqualified 
 
Internal control over financial reporting: 
   Material weakness identified No 
   Significant deficiency None reported 
 
Noncompliance material to financial statements noted No 
 
Federal Awards 
Internal control over major program: 
   Material weakness identified No 
   Significant deficiency None reported 
 
Type of auditor’s report issued on compliance for the major program Unqualified 
 
Any audit findings disclosed that are required to be reported in 
   accordance with Circular A-133, Section .510(a) No 
 
Identification of major program: 
 
CFDA Number Name of Federal Program or Cluster 
97.036 Disaster Grants-Public Assistance 
 (Presidentially Declared Disasters) 
 
Dollar threshold used to distinguish between  
   Type A and Type B programs $300,000 
 
Auditee qualified as low-risk auditee No 
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CEDAR FALLS MUNICIPAL UTILITIES 
CEDAR FALLS, IOWA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
YEAR ENDED DECEMBER 31, 2009 
 
 
Part II: Other Findings Related to Required Statutory Reporting: 
 
II-A-09 Certified Budget – Disbursements during the year ended December 31, 2009, did not exceed the 

amounts budgeted. 
 
II-B-09 Questionable Expenditures – We noted no expenditures that we believe may fail to meet the 

requirements of public purpose as defined in an Attorney General’s opinion dated April 25, 1979.  
 
II-C-09 Travel Expense – No expenditures of the Utilities’ money for travel expenses of spouses of Utility 

officials or employees were noted. 
 
II-D-09 Business Transactions – No business transactions between the Utilities and Utility officials or 

employees were noted. 
 
II-E-09 Bond Coverage – Surety bond coverage of Utility officials and employees is in accordance with 

statutory provisions. The amount of coverage should be reviewed annually to insure that the 
coverage is adequate for current operations.  

 
II-F-09 Board Minutes – No transactions were found that we believe should have been approved in the 

Board minutes but were not.  
 
II-G-09 Deposits and Investments – No instances of non-compliance with the deposit and investment 

provisions of Chapters 12B and 12C of the Code of Iowa and the Utilities’ investment policy were 
noted. 

 
II-H-09 Revenue Bonds – We noted no instances of non-compliance with the provisions of the Utilities’ 

revenue bond resolutions. 
 
II-I-09  Telecommunication Services – No instances of non-compliance with Chapter 388.10 of the Iowa 

Code were noted. 
 
II-J-09  Financial Assurance – The Electric Utility has demonstrated financial assurance for landfill 

closure and postclosure care costs by establishing a local government dedicated fund as provided in 
Chapter 567-103.3(6). 

 
 
 
 
 
 
 
 
 
 
 
 
 
     6 
 



 
 
 
 
 
 
 
 
To the Board of Trustees 
Cedar Falls Utilities – Municipal Electric, Gas, Water, and Communications Utilities 
 
 
 
We have audited the financial statements of Cedar Falls Utilities – Municipal Electric, Gas, Water, and 
Communications Utilities (the Utilities) for the year ended December 31, 2009. Professional standards require 
that we provide you with information about our responsibilities under generally accepted auditing standards, 
Government Auditing Standards, and OMB Circular A-133, as well as certain information related to the planned 
scope and timing of our audit. We have communicated such information in our letter to you dated February 22, 
2010. Professional standards also require that we communicate to you the following information related to our 
audit. 
 
Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
 
Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by Cedar Falls Utilities are described in Note 1 to the financial statements. No new 
accounting policies were adopted and the application of existing policies was not changed during 2009. We noted 
no transactions entered into by the Utilities during the year for which there is a lack of authoritative guidance or 
consensus. All significant transactions have been recognized in the financial statements in the proper period. 
 
Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s knowledge and experience about past and current events and assumptions about future events. 
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and 
because of the possibility that future events affecting them may differ significantly from those expected. The most 
sensitive estimates affecting the financial statements of the Utilities were: 
 

Management’s estimate of the unbilled receivables is based on a calculation of billing dates in 
January 2010. We evaluated the key factors and assumptions used to develop the unbilled 
receivables in determining that they are reasonable in relation to the financial statements taken as 
a whole. 
 
Management’s estimate of the allowance for doubtful accounts is based on a calculation of 
average write offs for the five previous years. We evaluated the key factors and assumptions used 
to develop the allowance for doubtful accounts in determining that it is reasonable in relation to 
the financial statements taken as a whole. 

 
Management’s estimate of the incurred but not reported claims is based on a calculation of 
estimated unpaid claims. We evaluated the key factors and assumptions used to develop the 
incurred but not reported claims in determining that they are reasonable in relation to the financial 
statements taken as a whole. 
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To the Board of Trustees 
Cedar Falls Utilities – Municipal Electric, Gas, Water, and Communications Utilities 
Page 2 
 
 

Management’s estimate of the accrued severance and retirement insurance benefit is based on a 
calculation of estimated payout of sick leave and estimated probability of severance pay. We 
evaluated the key factors and assumptions used to develop the accrued severance and retirement 
insurance benefit in determining that it is reasonable in relation to the financial statements taken 
as a whole. 
 
Management's estimate of intergovernmental receivables from FEMA is based on expenditures 
incurred for flood and wind storm related items as of year end which are reimbursed through 
FEMA. We evaluated the key factors and assumptions used to develop the receivables in 
determining that they are reasonable in relation to the financial statements taken as a whole. 

 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing and completing our audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified during the audit, 
other than those that are trivial, and communicate them to the appropriate level of management. Management has 
corrected all such misstatements. In addition, none of the misstatements detected as a result of audit procedures 
and corrected by management were material, either individually or in the aggregate, to each opinion unit’s 
financial statements taken as a whole. 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a financial 
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to 
the financial statements or the auditor’s report. We are pleased to report that no such disagreements arose during 
the course of our audit. 
 
Management Representations 
 
We have requested certain representations from management that are included in the management representation 
letter dated March 29, 2010. 
 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting matters, 
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an 
accounting principle to the Utilities’ financial statements or a determination of the type of auditor’s opinion that 
may be expressed on those statements, our professional standards require the consulting accountant to check with 
us to determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations 
with other accountants. 
 
Other Audit Findings or Issues 
 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the Utilities’ auditors. However, these discussions 
occurred in the normal course of our professional relationship and our responses were not a condition to our 
retention. 



To the Board of Trustees 
Cedar Falls Utilities – Municipal Electric, Gas, Water, and Communications Utilities 
Page 3 
 
 
This information is intended solely for the use of Board of Trustees and management of Cedar Falls Utilities and 
is not intended to be and should not be used by anyone other than these specified parties. 

 
Dubuque, Iowa 
March 29, 2010 
 



CEDAR FALLS UTILITIES 
DECEMBER 31, 2009 
OTHER COMMENTS 
 
 
Communications Utility Allocations 
 
The process of allocating administrative, accounting, and customer service salaries and building cost to the 
Communication Utility was implemented at least five years ago. We recommend that the process be reviewed and 
adjusted for any changes in operations. 
 
New Pronouncements 
 
The Governmental Accounting Standards Board (GASB) has issued two statements not yet implemented by 
Cedar Falls Utilities. The statements, which might impact the Utilities, are as follows: 
 
Statement No. 51, Accounting and Financial Reporting for Intangible Assets, issued June 2007, will be effective 
for the fiscal year ending December 31, 2010. This Statement requires that all intangible assets not specifically 
excluded by its scope be classified as capital assets. 
 
Statement No. 53, Accounting and Financial Reporting for Derivative Instruments, issued June 2008, will be 
effective for the fiscal year ending December 31, 2010. This Statement addresses the recognition, measurement, 
and disclosure of information regarding derivative instruments.  
 
The Utilities’ management is in the process of determining the effect these statements will have, if any, on the 
Utilities’ financial statements. 


