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INDEPENDENT AUDITORS' REPORT 
 
 
 
 
Iowa Stored Energy Plant Agency 
Traer, Iowa 
 
 
 
We have audited the accompanying basic financial statements of the business-type activities of 
Iowa Stored Energy Plant Agency as of and for the year ended February 29, 2012, as listed in the 
table of contents.  These financial statements are the responsibility of Iowa Stored Energy Plant 
Agency's management.  Our responsibility is to express an opinion 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 opinion. 
 
As described in Note 1 to the financial statements, the management of Iowa Stored Energy Plant 
Agency approved a plan of liquidation and commenced liquidation shortly thereafter.  As a result, 
Iowa Stored Energy Plant Agency has changed its basis of accounting from a going-concern basis 
to a liquidation basis. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
net assets available for liquidation of Iowa Stored Energy Plant Agency as of February 29, 2012, and 
its changes in net assets available for liquidation and its cash flows for the year then ended in 
conformity with accounting principles generally accepted in the United States of America applied on 
the basis described in the preceding paragraph. 
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In accordance with Government Auditing Standards, we have also issued our report dated June 8, 
2012, on our consideration of Iowa Stored Energy Plant Agency'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 has omitted management’s discussion and analysis that accounting principles 
generally accepted in the United States of America require to be presented to supplement the basic 
financial statements.  Such missing information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board, who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context.  Our opinion on the basic financial statements is not 
affected by this missing information. 
 
 
 
 
 
June 8, 2012 
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ASSETS:
Cash and Invested Funds -

Operating Account 319,464$             
IPAIT Accounts 101,078               

Total Cash and Invested Funds 420,542               
Receivables - 

Grant Contract 52,301                 
Due from Development Director 10,307                 
Payroll Tax Overpayment 2,611                   

Total Current Assets 485,761               

 
Total Assets 485,761$             

CURRENT LIABILITIES:
Accounts Payable - Trade 63,102$               

Total Current Liabilities 63,102                 

NET ASSETS AVAILABLE FOR LIQUIDATION 422,659$             
                     

See Notes to Financial Statements.
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IOWA STORED ENERGY PLANT AGENCY

STATEMENT OF NET ASSETS AVAILABLE FOR LIQUIDATION
FEBRUARY 29, 2012

LIABILITIES AND NET ASSETS



SOURCES OF ADDITIONAL ASSETS:
Contract Revenue 851,455$         
Debt Forgiveness Income - Grant Contract 3,200,000        
Membership Fee Reimbursement 43,075             
Interest Income 127                  
Member Contributions 61,000             

Total Sources of Additional Assets 4,155,657        

ADDITIONAL USES OF ASSETS:
Salary Expense 91,000             
Accounting Expense 25,205             
Advertising Expense 160                  
Consulting Expense 92,988             
Depreciation Expense 438                  
Dues and Subscriptions -                       
Easement Expense -                       
Insurance Expense 10,058             
Interest Expense 26,932             
Legal Expense 200,000           
Loss on Reversion of Land and Improvements 349,472           
Management Fees 207,500           
Meeting Expense 189                  
Office Expense 28,725             
Repairs and Maintenance 4,152               
Rent Expense -                       
Research and Development 314,323           
Payroll Taxes                 7,004 
Property Taxes                 3,787 
Seminar Expense                    750 
Travel Expense 31,475             
Utilities Expense 1,370               
Website 4,520               

Total Additional Uses of Assets 1,400,048        

Change in Net Assets Available for Liquidation 2,755,609        

Beginning Net Assets Available for Liquidation (2,332,950)       
 

Ending Net Assets Available for Liquidation 422,659$         

See Notes to Financial Statements.

IOWA STORED ENERGY PLANT AGENCY

STATEMENT OF LIQUIDATING ACTIVITIES
FOR THE YEAR ENDED FEBRUARY 29, 2012
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CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Receipts from Operations 979,229$         
Cash Paid to Employees and Related Costs (98,004)            
Cash Paid to Suppliers for Goods and Services (1,194,906)       

Net Cash from Operating Activities (313,681)          

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:

Cash Received on Disposal of Assets 116,500           
Cash Paid on Disposal of Assets (121,946)          
Principal Payments on Land Contract (59,512)            

Net Cash Flow from Capital and Related 
Financing Activities (64,958)            

CASH FLOWS FROM INVESTING ACTIVITIES:
Cash Received on Investment Earnings 127                  

Increase (Decrease) in Cash and Invested Funds (378,512)          
Cash and Invested Funds, Beginning of Year 799,054           

 

Cash and Invested Funds, End of Year 420,542$         

ADDITIONAL INFORMATION FOR NON-CASH TRANSACTIONS:
Land Relinquished to Original Owner (1,704,514)$     
Debt Extinguished in Exchange for Land Reversion 1,360,488$      
Debt Forgiven - Office of Energy Independence Grant Contract 3,200,000$      

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH 
FROM OPERATING ACTIVITIES:

Increase in Net Assets Available for Liquidation 2,755,609$      
Adjustments to Reconcile Increase in Net Assets Available for 
Liquidation to Net Cash Provided By Operating Activites:

Depreciation 438                  
Loss on Disposal of Assets 349,472           
Debt Forgiven (3,200,000)       
Changes in Operating Assets and Liabilities -

Accounts Receivable - (Increase) Decrease 23,699             
Other Receivables - (Increase) Decrease (12,918)            
Accounts Payable - Trade Increase (Decrease) (197,978)          
Accrued Interest Payable - Increase (Decrease) (32,003)            

 
Net Cash from Operating Activities (313,681)$        

See Notes to Financial Statements. 
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IOWA STORED ENERGY PLANT AGENCY

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED FEBRUARY 29, 2012



IOWA STORED ENERGY PLANT AGENCY 
 

NOTES TO FINANCIAL STATEMENTS 
 

 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Organization -  
 Iowa Stored Energy Plant Agency (ISEPA) was organized on August 2, 2005, pursuant to the 

provisions of Chapter 28E of the Code of Iowa, its purpose is to provide joint and coordinated 
action regarding the acquisition, financing and administration of its members’ interest in an 
electric plant or plants using natural gas or other gases, wind, biomass, air or other similar 
energy sources as a source for the generation of electric power.  

 
 ISEPA members are either public or private agencies who are bound by the terms of the 28E 

agreement filed with the Iowa Secretary of State.  ISEPA’s financial statements are prepared 
in conformity with U.S. generally accepted accounting principles as prescribed by the 
Government Accounting Standards Board (GASB) as applicable in liquidation. 
 
Effective July 13, 2011, the board of directors voted to liquidate because the geology study 
findings indicated that the site would not be able to accommodate the size of the structure 
desired by ISEPA.  As such, assets and liabilities are reported at the amounts of cash 
expected to be realized in liquidation. 

 
B. Reporting Entity - 
 ISEPA is a special-purpose governmental entity that meets all of the criteria to be reported as 

a primary government.  The criteria include having a separate elected governing body, being 
legally separate, and being fiscally independent of other state and local governments.  

 
C. Basis of Presentation and Liquidation - 

As a 28E organization, ISEPA is organized and presents its financial statements as a 
governmental proprietary enterprise fund using the economic resources measurement focus 
and accrual basis of accounting.  As such, the fund measurement objective is the 
determination of operating income, changes in net assets, financial position, and cash flows 
similar to a private business entity.  The applicable generally accepted accounting principles 
are those similar to businesses in the private sector. 
 

D. Measurement Focus and Basis of Accounting - 
 Measurement focus refers to what is measured and basis of accounting refers to when 

revenues and expenditures are recognized in the accounts and reported in the financial 
statements.  The financial statements are reported using the economic resources 
measurement focus and liquidating basis of accounting.  Since the entity decided to liquidate, 
it remeasured its assets and liabilities at the amounts of cash expected in liquidation and 
reports changes in estimates when they are known.   

 
 ISEPA applies all applicable GASB pronouncements, as well as following pronouncements 

issued by the Financial Accounting Standards Board (FASB) on or before November 30, 
1989, unless such pronouncements conflict with or contradict GASB pronouncements. 

  
E. Budget -  

ISEPA is not required to and does not adopt or publish a public budget.   ISEPA does, 
however, prepare an internal-use-only budget as required by Chapter 28E of the Code of 
Iowa. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

F. Use of Estimates -  
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period.  Actual results could differ 
from those estimates. 

 
G. Cash and Invested Funds - 

Cash and invested funds (cash equivalents) for the purpose of reporting cash flows consist of 
amounts in operating bank accounts, including Iowa Public Agency Investment Trust (IPAIT). 

 
H. Capital Assets - 

Capital assets are recorded at cost, and depreciation is provided using the straight-line 
method over the estimated useful lives of the assets.  Major acquisitions and improvements 
are capitalized.  Expenditures for maintenance, repairs, acquisition of minor items, and 
research and development are charged to earnings as incurred.  Upon disposition, the cost 
and related accumulated depreciation are removed from the accounts and any resulting gain 
or loss is reported in operations for the period. 
 

I. Income Taxes - 
ISEPA, as a quasi-governmental entity, is not subject to federal and state income taxes. 
 

NOTE 2 - CASH AND INVESTMENTS 
 
Iowa Stored Energy Plant Agency (ISEPA) is authorized by statute to invest public funds in 
obligations of the United States government, its agencies and instrumentalities; certificates of 
deposit or other evidences of deposit at federally insured depository institutions approved by ISEPA; 
prime eligible bankers acceptances; certain high rated commercial paper; perfected repurchase 
agreements; certain registered open-end management investment companies; certain joint 
investment trusts; and warrants or improvement certificates of a drainage district. 
 
All monies deposited with Iowa Public Agency Investment Trust (IPAIT) are held in the IPAIT 
Diversified Portfolio.  The balance of $101,078 is not FDIC insured as IPAIT is not considered a 
financial institution.  Instead, IPAIT is a common law trust established under Iowa law which 
authorizes Iowa public agencies to jointly invest moneys pursuant to a joint investment agreement.  
IPAIT is registered under the Investment Company Act of 1940.  Investments in IPAIT are not 
classified as to custodial credit risk. 
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NOTE 3 - CAPITAL ASSETS 
 
Details of changes in capital asset costs and depreciation reported are as follows: 
 
 Beginning   End 
 of Year Increase Decrease of Year 
 
 Land (not being depreciated) $ 1,695,000 $ - $1,695,000 $ - 
 Land Improvements  10,522  -  10,522  - 
  Total Cost  1,705,522  -  1,705,522  - 
 
 Less - 
  Accumulated Depreciation  570  438  1,008  - 
            
   Capital Assets, Net $ 1,704,952 $ (438) $1,704,514 $ - 
 
NOTE 4 - NON-CURRENT LIABILITIES 
 
On November 9, 2009, ISEPA entered into a real estate purchase contract in the amount of 
$1,500,000 to acquire property in Dallas County, Iowa.  Terms included a $10,000 payment at 
execution of the contract; $10,000 due on or before February 1, 2010; and $60,000 due no later 
than May 1, 2010, with the balance of $1,420,000 due in annual payments of $80,000, plus interest, 
on May 1, 2011, and $89,333, plus interest, each following May 1 through 2014, with a final balloon 
payment of $1,072,000, plus interest, May 1, 2015.  Interest is at the Applicable Federal Rate 
(2.59%) calculated from May 1, 2010.   
 
The agreement further stipulated that ISEPA may terminate the agreement should testing indicate 
that the property is not suitable for ISEPA's intended use or should ISEPA decide for any reason to 
not proceed with the compressed air energy storage project.  On December 9, 2011, ISEPA did 
terminate this agreement.   
 
On December 10, 2008, ISEPA was awarded a loan grant for $3,200,000 from the Iowa Office of 
Energy Independence (IOEI), the administrative entity for the Iowa Power Fund Board.  The terms 
require ISEPA to repay the loan grant, with no interest, if the technology developed by the project is 
successful and implemented.  The repayment term will be from the completion of the project over 
the next 48 months at $100,000 per month.  This grant contract stipulates that if the testing is 
unsuccessful, the funds will not be repaid.  Accordingly, the loan was forgiven during the year ended 
February 29, 2012. 
 
Changes in non-current liabilities for the year are as follows: 
 
 Beginning   End 
 of Year Increase Decrease of Year 
 
 Land Purchase Contract $ 1,420,000 $ - $1,420,000 $ - 
 Grant Contract - IOE  3,200,000  -  3,200,000  - 
  Subtotals $ 4,620,000 $ - $4,620,000  - 
 Less - Current Maturities        - 
            
          $ - 
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NOTE 6 - SUBSEQUENT EVENTS  
 
Management has evaluated subsequent events through June 8, 2012, which is the date the financial 
statements were available to be issued, and believes that no events have occurred that require 
adjustment of, or disclosure in, the financial statements. 
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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 
 
 
 
 
 
Iowa Stored Energy Plant Agency 
Traer, Iowa 
 
 
 
We have audited the financial statements of the business-type activities of Iowa Stored Energy Plant 
Agency (ISEPA) for the year ended February 29, 2012, and have issued our report thereon dated 
June 8, 2012.  We conducted our audit in accordance with auditing standards generally accepted in 
the United States of America, applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States. 
 
Internal Control over Financial Reporting 
 
Management of ISEPA is responsible for establishing and maintaining effective internal control over 
financial reporting.  In planning and performing our audit, we considered ISEPA’s internal control 
over financial reporting as a basis for designing our auditing procedures for the purpose of 
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion 
on the effectiveness of ISEPA’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of ISEPA’s internal control over financial reporting.   
 
A deficiency in internal control exists when the design or operation of the 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 material weakness is a deficiency, or combination of 
deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on 
a timely basis. 
 
Our consideration of internal control over financial reporting 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 financial reporting that might be deficiencies, significant deficiencies or material weaknesses.  
We did not identify any deficiencies in internal control over financial reporting that we consider to be 
material weaknesses, as defined above. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the ISEPA's financial statements are free 
of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements, non-compliance with which could have a direct and 
material effect on the determination of financial statement amounts.  However, providing an opinion 
on compliance with those provisions was not an objective of our audit and, accordingly, we do not 
express such an opinion.  The results of our tests disclosed no instance of non-compliance or other 
matters that are required to be reported under Government Auditing Standards. 
 
Comments involving statutory and other legal matters about ISEPA's operations for the year ended 
February 29, 2012, are based exclusively on knowledge obtained from procedures performed during 
our audit of the financial statements of ISEPA. Since our audit was based on tests and samples, not 
all transactions that might have had an impact on the comments were necessarily audited.  The 
comments involving statutory and other legal matters are not intended to constitute legal 
interpretations of those statutes. 
 
This report is intended solely for the information and use of governance and management, members 
of ISEPA, the Iowa Power Fund Board, and other parties to whom it may report and is not intended 
to be and should not be used by anyone other than these specified parties. 
 
 
 
 
 
June 8, 2012 
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IOWA STORED ENERGY PLANT AGENCY 
 

SCHEDULE OF FINDINGS 
FOR THE YEAR ENDED FEBRUARY 29, 2012 

 
 
PART I:  SUMMARY OF THE INDEPENDENT AUDITORS’ RESULTS 
 
(a) An unqualified opinion was issued on the financial statements. 
 
(b) The audit did not disclose any noncompliance which could have a material effect on the 

financial statement amounts. 
 
(c) No material weaknesses in internal control were noted. 
 
PART II:  FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
 
 Instances of Non-Compliance: 
 
 No matters were noted. 
 
 Reportable Conditions: 
 
 No matters were noted. 
 
PART III:  OTHER FINDINGS RELATED TO REQUIRED STATUTORY REPORTING 
 
(1) Questionable Expenses - No expenses that we believe may not meet the requirements of public 
 purpose as defined in an Attorney General's opinion dated April 25, 1979, were noted. 
 
(2) Travel Expense - No expenditures of money for travel expenses of spouses of Iowa Stored 
 Energy Plant Agency officials or employees were noted. 

 
(3) Business Transactions - Business transactions between Iowa Stored Energy Plant Agency and 

the organization’s officials are immaterial and meet the guidelines of the Code of Iowa. 
 
(4) Board Minutes - No transactions were found that we believe should have been approved in the 
 Administrative Board minutes but were not. 
 
(5) Deposits and Investments - No instances of non-compliance with the deposit and investment 
 provisions of Chapter 12B and Chapter 12C of the Code of Iowa were noted. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

13 


	FS 2012 Text Type
	FS 2012 Type
	Balance Sheet (L)
	Income Statement (L)
	Statement of Cash Flows


		2012-07-09T11:45:47-0500
	O'Donnell, Ficenec, Wills and Ferdig, LLP


		2012-07-09T11:46:51-0500
	O'Donnell, Ficenec, Wills and Ferdig, LLP




