
Coggon Municipal Light Plant 
Coggon, Iowa 

 
Financial Statements 

 
June 30, 2013 



 

 

 Table of Contents Page(s) 
 
Independent Auditor’s Report 1 - 3 
 
Basic Financial Statements 
  
 Statement of Net Position – Modified Cash Basis 4 
 
 Statement of Revenues, Expenses and Changes in  
 Net Position – Modified Cash Basis (Unaudited) 5 
 
 Notes to Financial Statements 6 - 11 
 
Supplemental Information 
 
 Schedule of Expenses – Modified Cash Basis (Unaudited) 12 
 
Independent Auditor’s Report on Internal Control Over Financial 
Reporting Based on an Audit of Financial Statements Performed in  
Accordance with Government Auditing Standards 13 - 14 
   
Schedule of Findings and Questioned Costs 15 - 17 
  



 

1

 

 
 

Independent Auditor’s Report 
 
 
To the Board of Trustees of 
Coggon Municipal Light Plant 
Coggon, Iowa 
 
Report on the Financial Statements 
 
We have audited the accompanying statement of net position of the business-type activities of 
Coggon Municipal Light Plant, a component unit of the City of Coggon, as of and for the year ended 
June 30, 2013, and the related notes to the financial statements, which collectively comprise 
Coggon Municipal Light Plant’s basic financial statements as listed in the table of contents.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with modified cash basis of accounting as described in Note 1.  This includes 
determining that the modified cash basis of accounting is an acceptable basis for preparation of the 
financial statements in the circumstances.  This also includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error.  
 
Auditor’s Responsibility  
 
Our responsibility is to express an opinion on the financial statement based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statement is free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.  
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion on the statement of net position. 
 
Basis for Disclaimer of Opinion on Statement of Revenues, Expenses and Changes in 
Net Position – Modified Cash Basis 
 
We did not extend our auditing procedures to balances comprising the statement of net position 
as of June 30, 2012, since that date was prior to our engagement as auditors for the entity, and 
we are unable to satisfy ourselves regarding the accuracy of such balances.  Such amounts 
enter into the determination of the change in net position for the year ended June 30, 2013. 
 
Disclaimer of Opinion on Statement of Revenues, Expenses and Changes in Net Position 
– Modified Cash Basis 
 
Because of the significance of the matter described in the Basis of Disclaimer of Opinion 
paragraph, we have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion on the change in net position for the year ended June 30, 2013.  
Accordingly, we do not express an opinion on the change in net position for the year ended 
June 30, 2013. 
 
Opinion 
 
In our opinion, the statement of net position referred to above presents fairly, in all material 
respects, the respective modified cash basis financial position of Coggon Municipal Light Plant, as 
of June 30, 2013, in conformity with the basis of accounting described in Note 1. 
 
Basis of Accounting 
 
As described in Note 1, these financial statements were prepared on the basis of modified cash 
receipts and disbursements, which is a basis of accounting other than U.S. generally accepted 
accounting principles.  Our opinion was not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
The Coggon Municipal Light Plant has omitted the management’s discussion and analysis that is 
required 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 the financial reporting for placing the 
financial statements in an appropriate operational, economic, or historical context.  Our opinion on 
the financial statements is not affected by this missing information. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
September 2, 2014, on our consideration of the Coggon Municipal Light Plant’s internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is to 
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describe the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting or on 
compliance. The report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the Coggon Municipal Light Plant’s internal control over financial 
reporting and compliance. 
 
 
HONKAMP KRUEGER & CO., P.C. 

 
Dubuque, Iowa 
September 2, 2014 



 

ASSETS
Cash and Savings 130,602$      
Prepaid Supplies 21,132

Current Assets 151,734        

Capital Assets
Land 45,500
Plant Buildings 140,428
Plant Equipment 783,423
Distributions Lines and Equipment 852,446
Tools 31,424
Vehicles 82,962
Office Equipment 6,546

Total Cost 1,942,729     

Less Accumulated Depreciation (1,246,230)

Total Capital Assets, Net 696,499        

Total Assets 848,233$     

LIABILITIES AND NET POSITION
Current Liabilities

Credit Card Payable 233$             
Payroll Withholdings Payable 4,957
Bonds Payable - Current Portion 35,000
Note Payable - Current Portion 4,156

Current Liabilities 44,346          

Long-Term Liabilities:
Bonds Payable, Net of Current Portion 335,000

Total Liabilities 379,346        

Net Position
Net Investment in Capital Assets 322,343
Unrestricted 146,544

Total Net Position 468,887

Total Liabilities and Net Assets 848,233$     

Coggon Municipal Light Plant
Statement of Net Position - Modified Cash Basis

June 30, 2013

See Independent Auditor's Report and Accompanying Notes to Financial Statements
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Operating Revenue:
Sale of Electricity 461,067$          
Meter Charges 61,466              
Customer Deposits, Net of Refunds 3,922                
Penalties 5,692                
Miscellaneous 1,051                

Total Operating Revenue  533,198            

Operating Expenses
Purchase of Electricity 165,946            
Plant Expense 242,285            
Distribution Expense 5,071                
Administrative Expense 72,679              

Total Operating Expenses 485,981            

Operating Earnings 47,217              

Non-Operating Revenue (Expense)
Interest Income 41                     
Gain on Sale of Capital Assets 2,500                
Interest (Expense) (22,763)            

Total Non-Operating Revenue (Expense) (20,222)            

Change in Net Position 26,995              

Net Position, Beginning of Year 441,892            

Net Position, End of Year 468,887$          

June 30, 2013

Statement of Revenues, Expenses and Changes in Net Position -
Coggon Municipal Light Plant

Modified Cash Basis (Unaudited)

See Independent Auditor's Report and Accompanying Notes to Financial Statements
5
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NOTE 1.  Nature of Business and Significant Accounting Policies 
 

Nature of Business 
 

Coggon Municipal Light Plant (the “Light Plant”) is a component unit of the City of Coggon, 
Iowa.  The Light Plant is a legally separate organization, which has the authority to modify and 
approve its budget, modify and approve its rates, and is not dependent on any other 
organization.  The Light Plant’s trustees are appointed by the mayor of the City of Coggon, and 
they are approved by the City Council.   
 
The financial statements include only the funds of the Coggon Municipal Light Plant.  The Light 
Plant has considered all potential component units for which it is financially accountable, and 
other organizations for which the nature and significance of their relationship with the Light 
Plant are such that exclusion would cause the Light Plant’s financial statements to be 
misleading or incomplete.  The Governmental Accounting Standards Board has set forth 
criteria to be considered in determining financial accountability.  These criteria include 
appointing a voting majority of an organization's governing body, and (1) the ability of the Light 
Plant to impose its will on that organization, or (2) the potential for the organization to provide 
specific benefits to, or impose specific financial burdens on the Light Plant.  Based on the 
above criteria, the Light Plant has determined that there are no potential component units 
which must be included in the Light Plant’s financial statements as of and for the year ended 
June 30, 2013. 
 
For financial reporting purposes, the Coggon Municipal Light Plant has included all funds. 

 
Measurement Focus and Basis of Accounting 

 
The accompanying financial statements are prepared on the modified cash receipts and 
disbursements basis of accounting, which is a comprehensive basis of accounting other than 
generally accepted accounting principles.  The modified cash basis differs from generally 
accepted accounting principles in that electricity sales are recognized when received instead 
of when service is provided and expenses are recognized when paid instead of when goods 
and services are received.  Modifications to the cash method include recognition of prepaid 
supplies, capitalization and depreciation of property and equipment, and recognition of bonds 
payable. 
 

Basis of Presentation 
 

The Statement of Revenues, Expenses and Changes in Net Position – Modified Cash Basis 
reports information on all of the activities of the Light Plant.  For the most part, the effect of 
inter-fund activity has been removed from this statement. 
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NOTE 1.  Nature of Business and Significant Accounting Policies (Continued) 
 

Basis of Presentation (Continued) 
 

Net Position is reported in two categories: 
 

Net Investment in Capital Assets consists of the historical cost of capital assets less 
accumulated depreciation and less remaining unpaid debt attributable to the acquisition of 
those assets. 

 
Unrestricted net position consists of all remaining net position not included as “Net 
Investment in Capital Assets” or any other restricted net assets. 

 
Use of Estimates 

 
The preparation of financial statements, in conformity with the modified cash basis of 
accounting, requires the use of estimates and assumptions, primarily in the useful lives 
assigned to property and equipment that affect certain reported amounts and disclosures in 
the financial statements.  Actual results could differ from those estimates. 

 
Cash and Pooled Investments 

 
The Light Plant’s deposits in banks at June 30, 2013 were entirely covered by federal 
depository insurance or by the State Sinking Fund in accordance with Chapter 12C of the 
Code of Iowa.  This chapter provides for additional assessments against the depositories to 
insure there will be no loss of public funds. 
 
The Light Plant is authorized by statute to invest public funds in obligations of the United 
States government, its agencies and instrumentalities; certificates of deposit or other 
evidences of deposit at federally insured depository institutions approved by the Board of 
Trustees; prime eligible bankers agreements; certain registered open-end management 
investment companies; certain joint investment trusts; and warrants or improvement 
certificates. 
 
The Light Plant had no investments at June 30, 2013. 

 
Prepaid Supplies 
 

Prepaid supplies consist of maintenance and inventory items purchased for use in the 
operation of the plant and for distribution of electricity in future periods. 
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NOTE 1.  Nature of Business and Significant Accounting Policies (Continued) 
 
Capital Assets 

 
Acquisitions of capital assets with a useful life in excess of one year are capitalized.  
Equipment is stated at cost at date of acquisition or the fair market value of donated assets.  
Depreciation is being computed using straight-line methods over the estimated useful lives of 
the assets as follows: 
 

Plant buildings     40 years 
Plant equipment    20 years 
Distribution lines and equipment  30 years 
Tools     10 years 
Vehicles     6 years 
Office Equipment    5-10 years 

   
Total depreciation expense for the year ended June 30, 2013 was $65,078. 

 
 
 
 
NOTE 2.  Contingent Liabilities 
 
At June 30, 2013, the Coggon Municipal Light Plant held refundable customer deposits totaling 
$15,513.  The deposits have been recorded as income when received. 
 
 
 
 
NOTE 3.  Pension and Retirement Benefits 
 
The Light Plant contributes to the Iowa Public Employees Retirement System (IPERS), which is 
a cost-sharing multiple-employer defined benefit pension plan administered by the State of Iowa. 
 IPERS provides retirement and death benefits which are established by state statute to plan 
members and beneficiaries.  IPERS issues a publicly available financial report that includes 
financial statements and required supplementary information.  The report may be obtained by 
writing to IPERS, P.O. Box 9117, Des Moines, Iowa, 50306-9117. 
 
Plan members are required to contribute 5.78% of their annual covered salary and the Light 
Plant is required to contribute 8.67% of annual covered payroll.  Contribution requirements are 
established by state statute.  The Light Plant’s contributions to IPERS for the year ended June 
30, 2013 were $2,122, equal to the required contribution. 
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NOTE 4.  Bonds Payable 
 
On January 14, 2002, Coggon Municipal Light Plant issued $825,000 of Electric Utility Revenue 
Bonds for the purpose of installing a new generator.  The notes bear interest from 4.0% to 6.0% 
and are payable in fixed principal payments from $20,000 to $55,000 plus interest.  Payments are 
due semi-annually beginning March 1, 2003, with final maturity on March 1, 2022.  At June 30, 
2013, the balance due on notes was $370,000. 
 
Future scheduled maturities are as follows for the years ended: 
 

2014 35,000$         
2015 35,000           
2016 40,000           
2107 40,000           
2018 40,000           

Thereafter 180,000         

370,000$       

 
 
 
 
NOTE 5.  Note Payable 
 
The Light Plan has a note payable with a balance of $4,156 at June 30, 2013, collateralized by a 
vehicle.  The note is payable to a financial institution in fixed monthly installments of $390 
beginning on June 10, 2009, with final maturity on May 10, 2014.  The note bears interest at a rate 
of 6.25%. 
 
Future scheduled maturities are as follows for the years ended June 30: 

2014 4,156$           

 
 
 
 
NOTE 6.  Reimbursed Expenses 
 
Coggon Municipal Light Plant has entered into a line construction reimbursement agreement with 
a local residential developer for the purpose of building lines for electric service to nineteen lots 
during the year ended June 30, 2007.  The developer paid $15,000 for the cost of construction of 
this service and Coggon Municipal Light Plant is obligated to reimburse the developer $749 per lot 
when permanent service is established to each developed lot.  This agreement was modified 
during the year ended June 30, 2008 upon the installation of light poles at the development. 
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NOTE 6.  Reimbursed Expenses (Continued) 
 
Light poles were installed at the cost to Coggon Municipal Light Plant of $5,311 and will offset the 
cost of the $15,000 of developer fees.  In prior years, there were three reimbursement fees of 
$789 each applied to the balance due the developer.  Coggon Municipal Light Plant is contingently 
liable to the developer for $7,321 at June 30, 2013. 
 
The costs incurred for the new transformers, lines and light poles were capitalized and will be 
depreciated over their estimated useful lives. 
 
 
 
 
NOTE 7.  Lease 
 
Coggon Municipal Light Plant has entered into a sixty month operating lease for a printer, requiring 
monthly payments of $45 through June 2018.  Operating lease commitments are as follows for the 
years ending June 30: 

2014 540$        
2015 540         
2016 540         
2017 540         
2018 540         

2,700$     

 
 
 
 
NOTE 8.  Risk Management 
 
The Light Plant is exposed to various risks of loss related to torts, theft, damage to and destruction 
of assets; errors and omissions; injuries to employees; and natural disasters.  These risks are 
covered by the purchase of commercial insurance.  The Light Plant assumes liability for any 
deductibles and claims in excess of coverage limitations.  Settled claims from these risks have no 
exceeded commercial insurance coverage in any of the past three years. 
 
The Light Plant has an action pending against a former employee, seeking recovery of moneys 
improperly converted during employment, plus outstanding electricity bills owed from a business. 
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NOTE 9.  Subsequent Events 
 
Subsequent to year end, the Coggon Municipal Light Plant authorized the purchase of $750,000 
Electric Revenue Capital Loan Notes, Series 2013.  Proceeds of the issue were used for the full 
redemption of the existing bonds payable outlined in Note 4, as well as new projects of the Light 
Plant.   The Series 2013 Electric Revenue Capital Loan Notes will require principal payments 
ranging from $45,000 to $60,000 annually through 2029, plus interest ranging from 1.25% to 
4.50%. 
 
As a requirement of the new Capital Loan Notes, the Light Plant will need to maintain a Series 
2013 Debt Service Reserve Fund of a specified dollar amount for the life of the bond issue. 
 
 
 
 
NOTE 10.  Date of Management’s Review 
 
Subsequent events were evaluated through the date the financial statements were available to be 
issued, which was September 2, 2014. 



 

 
 

 

Supplemental Information 
 



 

Plant Expenses
Salaries and Wages 51,684$       
Payroll Taxes 5,294           
IPERS 1,702           
Employee Benefits 4,471           
Supplies 21,838         
Fuel 37,350         
Insurance 15,525         
Depreciation 65,078         
Utilities 3,796           
Office Expense, Printing, and Computer Support 5,452           
Repairs and Maintenance 1,000           

Miscellaneous 29,095          

242,285$      

Distribution Expense
Maintenance Materials and Supplies 2,357$         
Truck Gas, Oil, and Repairs 721              
Miscellaneous 1,993            

5,071$          
Administrative Expense

Salaries and Wages 27,861$       
Payroll Taxes 3,169           
IPERS 420              
Employee Benefits 2,952           
Trustee Fees 1,036           
Energy Rebates 475              
Professional Fees 1,495           
Office Supplies, Printing, and Postage 12,360         
Insurance 192              
Use Tax 22,719         

72,679$        

Coggon Municipal Light Plant

June 30, 2013
Schedule of Expenses - Modified Cash Basis (Unaudited)

See Independent Auditor's Report and Accompanying Notes to Financial Statements 
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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 Trustees 
Coggon Municipal Light Plant 
Coggon, Iowa 
 
We have audited the basic financial statements of Coggon Municipal Light Plant (the “Light 
Plant”) as of and for the year ended June 30, 2013, and have issued our report thereon dated 
September 2, 2014. We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United 
States. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered Coggon 
Municipal Light Plant’s internal control over financial reporting to determine the audit procedures 
appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of Coggon 
Municipal Light Plant’s internal control.  Accordingly, we do not express an opinion on the 
effectiveness of Coggon Municipal Light Plant’s internal control. 
 
Our consideration of the internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and was not designed to identify all deficiencies in 
internal control over financial reporting that might be significant deficiencies or material 
weaknesses, and therefore, material weaknesses or significant deficiencies may exist that were 
not identified.  However, as described in the accompanying Schedule of Findings and 
Responses, we identified certain deficiencies in internal control over financial reporting that we 
consider to be material weaknesses. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the Light Plant’s financial statements will not be 
prevented, or detected and corrected on a timely basis. We consider the deficiency in internal 
control described in Part II of the accompanying Schedule of Findings and Questioned Costs as 
items II-A-13 and II-B-13 to be material weaknesses. 
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A significant deficiency is a deficiency, or combination of significant deficiencies, in internal 
control that is less severe than a material weakness, yet important enough to merit attention by 
those charged with governance.   
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Light Plant's financial statements 
are free of material misstatement, we performed tests of its compliance with certain provisions 
of laws, regulations, contracts and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts. However, 
providing an opinion on compliance with those provisions was not an objective of our audit and, 
accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 
of non-compliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
Comments involving statutory and other legal matters about the Light Plant’s operations for the 
year ended June 30, 2013, are based exclusively on knowledge obtained from procedures 
performed during our audit of the financial statements of the Light Plant.  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. 
 
Responses to Findings 
 
Coggon Municipal Light Plant’s responses to findings identified in our audit are described in the 
accompanying Schedule of Findings and Questioned Costs.  While we have expressed our 
conclusions on the Light Plant’s responses, we did not audit Coggon Municipal Light Plant’s 
responses and, accordingly, we express no opinion on them. 
 
Restriction on Use 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing and not to provide an opinion on the effectiveness of 
the Light Plant’s internal control or on compliance.  This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the Light Plant’s 
internal control and compliance.  Accordingly, this communication is not suitable for any other 
purpose. 
 
 
HONKAMP KRUEGER & CO., P.C. 

 
Dubuque, Iowa 
September 2, 2014 
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Part I. Summary of the Independent Auditors' Results 
 

a. An unqualified opinion was issued on the financial statements, which were 
prepared on the basis of modified cash receipts and disbursements, which is a 
comprehensive basis of accounting other than U.S. generally accepted 
accounting principles. 

 
b. Material weaknesses in internal control over financial reporting were disclosed by 

the audit of the financial statements. 
 

c. The audit did not disclose any non-compliance which is material to the financial 
statements. 

 
 
 
Part II. Findings Related to the Financial Statements 
 
Internal Control Deficiencies: 
 
II-A-13 Segregation of Duties:  One important aspect of internal control is the segregation of 

duties among employees to prevent an individual employee from handling duties which 
are incompatible.  We noted one employee has the ability to enter cash receipts, collect 
cash, make deposits, make entries to the general ledger, and sign checks. 

 
Recommendation:  We realize that with a limited number of office employees, 
segregation of duties is difficult.  However, the Light Plant should review its 
control procedures to obtain the maximum internal control possible under the 
circumstances. 
 
Response:  We would like to provide the recommended level of financial 
oversight, but are unable to do so.  Like many organizations our size, the 
economics of our situation prohibits us from hiring more office staff to provide for 
this function. As a mitigating factor, the board of trustee treasurer reviews and 
approves a majority of the financial transactions. 

 
Conclusion:  Response acknowledged. 
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Part II. Findings Related to the Financial Statements (Continued) 
 
Internal Control Deficiencies (Continued): 
 
II-B-13 Preparation of Financial Statements:  Internal controls over financial reporting include 

the actual preparation and review of financial statements, including footnote disclosure, 
for external reporting, as required by an other comprehensive basis of accounting.  The 
Coggon Municipal Light Plant does not have an internal system designed to provide for 
the preparation of the financial statements being audited.  As auditors, we were 
requested to draft the financial statements and accompanying notes to the financial 
statements.  While this circumstance is not uncommon, it is the responsibility of 
management and those charged with governance to make the decision whether to 
accept the degree of risk with this condition because of cost or other considerations. 

 
Recommendation:  We realize that with a limited number of office employees, 
gaining sufficient knowledge and expertise to properly prepare financial 
statements for external financial reporting is difficult.  However, we recommend 
that Light Plant officials continue to review operating procedures and obtain the 
internal expertise needed to handle all aspects of external financial reporting, 
rather than rely on external assistance. 

 
Response:  We would like to provide the recommended level of financial 
oversight and internal expertise, but are unable to do so.  Like many 
organizations our size, the economics of our situation prohibits us from hiring 
more office staff to provide for this function. 

 
Conclusion:  Response acknowledged. 

 
Instances of Non-Compliance: 
 
 No matters were reported. 
 
 
 
Part III. Other Findings Related to Statutory Reporting 
 
III-A-13 Certified Budget:  The Light Plant did not adopt an annual budget. 
 

Recommendation:  The City should adopt a budget in accordance with Chapter 
384.18 of the Code of Iowa. 

 
Response:  The City will adopt an annual budget in the future. 
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Part III. Other Findings Related to Statutory Reporting (Continued) 
 

Conclusion:  Response accepted. 
 
III-B-13 Questionable Disbursements:  We noted no disbursements that did not meet the 

requirements of public purpose as defined in an Attorney General's opinion dated April 
25, 1979. 

 
III-C-13 Travel Expense:  No disbursements of Light Plant money for travel expenses of 

spouses of Light Plant officials or employees were noted. 
 
III-D-13 Business Transactions: No business transactions between the Light Plan and Light 

Plant officials or employees were noted. 
 
III-E-13 Bond Coverage:  Surety bond coverage of Light Plant 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. 

 
III-F-13 Trustee Minutes:  No transactions were found that we believe should have been 

approved in the Trustee minutes, but were not. 
 
III-G-13 Deposits and Investments:  We noted no instances of deposits in other than allowable 

depositories. 
 
III-H-13 Revenue Bonds:  We noted no instances of noncompliance with the provisions of the 

Light Plant’s revenue bond resolutions. 
 
 



 

 

To the Board of Trustees 
Coggon Municipal Light Plant  
Coggon, Iowa 
 
In planning and performing our audit of the basic financial statements of  the Coggon Municipal 
Light Plant as of and for the year ended June 30, 2013, in accordance with auditing standards 
generally accepted in the United States of America, we considered the Coggon Municipal Light 
Plant’s internal control over financial reporting (internal control) as a basis for designing audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinion 
on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Coggon Municipal Light Plant’s internal control over financial reporting. 
 
Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses and therefore, significant deficiencies or material 
weaknesses may exist that have not been identified. However, as discussed below, we 
identified deficiencies in internal control that we consider to be a material weaknesses. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis. A material weakness is a 
deficiency or a combination of deficiencies in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis. We consider the following deficiencies in the 
Coggon Municipal Light Plant’s internal control to be material weaknesses: 
 

Segregation of Duties 
 

A limited number of Light Plant personnel perform many of the accounting and financial 
functions. Therefore, many of the aspects of an ideal internal accounting control structure 
are missing in the Light Plant due to an inadequate segregation of duties. We recognize that 
the hiring of additional personnel may not be the most cost-effective method to maximize the 
segregation of accounting duties. However, the Light Plant should be aware of this condition 
and realize that the concentration of duties and responsibilities given to a limited number of 
Light Plant personnel is not ideal with respect to the internal control structure. 

 
Preparation of Financial Statements 
 

The Light Plant does not have an internal system designed to provide for the preparation of 
the financial statements being audited. As auditors, we were requested to draft the financial 
statements and accompanying notes to the financial statements. It is the responsibility of 
management and those charged with governance to make the decision whether to accept 
the degree of risk with this condition because of cost or other considerations. 
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is 
less severe than a material weakness, yet important enough to merit attention by those charged 
with governance.  
 
Other items that we wish to bring to the attention of management at this time include: 
 

Budget 
 

Chapter 394.18 of the Code of Iowa requires the adoption and monitoring of an annual 
budget. 
 
The Light Plant should implement procedures to ensure an annual budget is adopted and 
monitor actual expenses against the budget. 
 

Significant Journal Entries / Internal Control Over Accounts 
 

During the course of our engagement, we proposed audit adjustments that we believe may 
not have been identified as a result of the Light Plant’s existing internal controls and, 
therefore, could have resulted in a material misstatement of the Light Plant’s financial 
statements.  The Light Plant should implement procedures to ensure all material general 
ledger account balances are reconciled timely and accurately. 

 
This communication is intended solely for the information and use of management, use of the 
Board of Trustees, and others within the organization and is not intended to be and should not 
be used by anyone other than these specified parties. 
 
 
HONKAMP KRUEGER & CO., P.C. 

 
Dubuque, Iowa 
September 2, 2014 
 
 

 



 

 

 
 
To the Board of Trustees 
Coggon Municipal Light Plant 
Coggon, Iowa 

 
We have audited the financial statements of the Coggon Municipal Light Plant as of and for the 
year ended June 30, 2013, and have issued our report thereon dated September 2, 2014. 
Professional standards require that we advise you of the following matters relating to our audit. 
 
Our Responsibility in Relation to the Financial Statement Audit 
 
As communicated in our engagement letter dated January 7, 2014, our responsibility, as 
described by professional standards, is to form and express opinions about whether the 
financial statements that have been prepared by management with your oversight are presented 
fairly, in all material respects, in conformity with the modified cash basis of accounting and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States. Our audit of the financial statements does not 
relieve you or management of your respective responsibilities. 
 
Our responsibility, as prescribed by professional standards, is to plan and perform our audit to 
obtain reasonable, rather than absolute, assurance about whether the financial statements are 
free of material misstatement. An audit of financial statements includes consideration of internal 
control over financial reporting as a basis for designing audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control over financial reporting. Accordingly, as part of our audit, we considered 
the internal control of the Coggon Municipal Light Plant solely for the purpose of determining our 
audit procedures and not to provide any assurance concerning such internal control. 
 
We are also responsible for communicating significant matters related to the audit that are, in 
our professional judgment, relevant to your responsibilities in overseeing the financial reporting 
process. However, we are not required to design procedures for the purpose of identifying other 
matters to communicate to you.  
 
We have provided our findings regarding significant control deficiencies over financial reporting 
and material weaknesses and material noncompliance, and other matters noted during our audit 
in a separate letter to you dated September 2, 2014. 
 
Planned Scope and Timing of the Audit  
 
We conducted our audit consistent with the planned scope and timing we previously 
communicated to you. 
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Compliance with All Ethics Requirements Regarding Independence 
 
The engagement team, others in our firm, as appropriate, our firm, and our network firms have 
complied with all relevant ethical requirements regarding independence.  
 
In order to ensure Honkamp Krueger & Co., P.C. has met the ethical requirements regarding 
independence the following procedures are in place: 

 Prior to beginning an engagement, all services provided to the Company are reviewed. 

 On an annual basis all employees of Honkamp Krueger & Co., P.C. complete an 
independence representation form. 

 Honkamp Krueger & Co., P.C. reviews the administrative files in order to determine if 
any legal issues or outstanding balances exist with the Company. 

 
Qualitative Aspects of the Entity’s Significant Accounting Practices 
 
Significant Accounting Policies 
 
Management has the responsibility to select and use appropriate accounting policies. A 
summary of the significant accounting policies adopted by  the Coggon Municipal Light Plant  is 
included in Note 1 to the financial statements.  There have been no initial selection of 
accounting policies and no changes in significant policies or their application during 2013.  No 
matters have come to our attention that would require us, under professional standards, to 
inform you about (1) the methods used to account for significant unusual transactions and (2) 
the effect of significant accounting policies in controversial or emerging areas for which there is 
a lack of authoritative guidance or consensus. 
 
Significant Accounting Estimates 
 
Accounting estimates are an integral part of the financial statements prepared by management 
and are based on management’s current judgments. Those judgments are normally based on 
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 
markedly from management’s current judgments. 
 
The most sensitive accounting estimate affecting the financial statements is: 
 

Management’s estimate of depreciation expense is based on the estimated useful lives 
assigned using industry recommended averages and historical experience. Depreciation is 
calculated using the straight-line method. 

 
Financial Statement Disclosures  
 
Certain financial statement disclosures involve significant judgment and are particularly 
sensitive because of their significance to financial statement users. The most sensitive 
disclosures affecting the Coggon Municipal Light Plant’s financial statements relate to: 
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The disclosure of bonds payable and other long-term debt in Notes 4 and 5 to the financial 
statements. Financial institutions tend to rely on such information when granting the Light 
Plant additional financing. 

 
Significant Difficulties Encountered during the Audit 
 
We encountered no significant difficulties in dealing with management relating to the 
performance of the audit. 
 
Uncorrected and Corrected Misstatements  
 
For purposes of this communication, professional standards require us to accumulate all known 
and likely misstatements identified during the audit, other than those that we believe are trivial, 
and communicate them to the appropriate level of management. Management has corrected all 
such misstatements. 
 
In addition, professional standards require us to communicate to you all material, corrected 
misstatements that were brought to the attention of management as a result of our audit 
procedures. The following attachment indicates material misstatements that we identified as a 
result of our audit procedures that were brought to the attention of, and corrected by, 
management (Attachment 2). 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a 
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, 
or auditing matter, which could be significant to the Coggon Municipal Light Plant’s financial 
statements or the auditor’s report. No such disagreements arose during the course of the audit. 
 
Representations Requested from Management 
 
We have requested certain written representations from management, which are included in the 
attached letter dated September 2, 2014 (Attachment 1). 
 
Management’s Consultations with Other Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters. Management informed us that, and to our knowledge, there were no 
consultations with other accountants regarding auditing and accounting matters. 
 
Other Significant Matters, Findings or Issues 
 
In the normal course of our professional association with the Coggon Municipal Light Plant, we 
generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, operating and regulatory conditions affecting the entity, and operational 
plans and strategies that may affect the risks of material misstatement. None of the matters 
discussed resulted in a condition to our retention as the Coggon Municipal Light Plant’s 
auditors.
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Other Information in Documents Containing Audited Financial Statements 
 
Pursuant to professional standards, our responsibility as auditors for other information in 
documents containing the Coggon Municipal Light Plant’s audited financial statements does not 
extend beyond the financial information identified in the audit report, and we are not required to 
perform any procedures to corroborate such other information.  
 
This report is intended solely for the information and use of the Board of Trustees and 
management of the Coggon Municipal Light Plant and is not intended to be and should not be 
used by anyone other than these specified parties. 
 
 
HONKAMP KRUEGER & CO., P.C. 

 
Dubuque, Iowa 
September 2, 2014 
 
 
 



 
 
 

 

 
 

 
 
 
September 2, 2014 
 
Honkamp Krueger & Co., P.C. 
2345 JFK 
Dubuque, IA  52004 
 
This representation letter is provided in connection with your audit of the basic financial 
statements of the Coggon Municipal Light Plant as of June 30, 2013 and for the year then 
ended, and the related notes to the financial statements, for the purpose of expressing an 
opinion on whether the basic financial statements present fairly, in all material respects, the 
financial position, results of operations, of the various opinion units of  Coggon Municipal Light 
Plant  in conformity with modified cash basis of accounting. 
 
Certain representations in this letter are described as being limited to matters that are material. 
Items are considered material, regardless of size, if they involve an omission or misstatement of 
accounting information that, in the light of surrounding circumstances, makes it probable that the 
judgment of a reasonable person relying on the information would be changed or influenced by 
the omission or misstatement. 
 
We confirm that, to the best of our knowledge and belief, having made such inquiries as we 
considered necessary for the purpose of appropriately informing ourselves as of September 2, 
2014: 
 
Financial Statements 
 

  We have fulfilled our responsibilities, as set out in the terms of the audit engagement 
dated January 7, 2014, for the preparation and fair presentation of the financial 
statements of the various opinion units referred to above in accordance with the modified 
cash basis of accounting. 

  We acknowledge our responsibility for the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of financial statements 
that are free from material misstatement, whether due to fraud or error. 

  We acknowledge our responsibility for the design, implementation, and maintenance of 
internal control to prevent and detect fraud. 

  We acknowledge our responsibility for compliance with the laws, regulations, and 
provisions of contracts and grant agreements. 

  We have reviewed, approved, and taken responsibility for the financial statements and 
related notes. 
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  We have a process to track the status of audit findings and recommendations. 
  We have identified and communicated to you all previous audits, attestation 

engagements, and other studies related to the audit objectives and whether related 
recommendations have been implemented. 

  Significant assumptions used by us in making accounting estimates, including those 
measured at fair value, are reasonable. 

  Related party relationships and transactions have been appropriately accounted for and 
disclosed in accordance with the requirements of U.S. GAAP. 

  All events subsequent to the date of the financial statements and for which the modified 
cash basis of accounting requires adjustment or disclosure have been adjusted or 
disclosed.   

  The effects of all known actual or possible litigation and claims have been accounted for 
and disclosed in accordance with the cash basis of accounting. 

  All component units, as well as joint ventures with an equity interest, are included and 
other joint ventures and related organizations are properly disclosed. 

  All funds and activities are properly classified. 
  All components of net position, non-spendable fund balance, and restricted, committed, 

assigned, and unassigned fund balance are properly classified and, if applicable, 
approved. 

  Our policy regarding whether to first apply restricted or unrestricted resources when an 
expense is incurred for purposes for which both restricted and unrestricted net 
position/fund balance are available is appropriately disclosed and net position/fund 
balance is properly recognized under the policy. 

  All revenues within the statement of activities have been properly classified as program 
revenues, general revenues, contributions to term or permanent endowments, or 
contributions to permanent fund principal. 

  All expenses have been properly classified in or allocated to functions and programs in 
the statement of activities, and allocations, if any, have been made on a reasonable 
basis. 

  All inter-fund and intra-entity transactions and balances have been properly classified 
and reported. 

  Special items and extraordinary items have been properly classified and reported. 
  Deposit and investment risks have been properly and fully disclosed. 
  Capital assets, including infrastructure assets, are properly capitalized, reported, and if 

applicable, depreciated. 
  All required supplementary information is measured and presented within the prescribed 

guidelines. 
 

Information Provided  
 

  We have provided you with:  
  Access to all information, of which we are aware that is relevant to the preparation 

and fair presentation of the financial statements of the various opinion units referred 
to above, such as records, documentation, meeting minutes, and other matters; 

  Additional information that you have requested from us for the purpose of the audit; 
and 

  Unrestricted access to persons within the entity from whom you determined it 
necessary to obtain audit evidence. 
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  All transactions have been recorded in the accounting records and are reflected in the 
financial statements. 

  We have disclosed to you the results of our assessment of the risk that the financial 
statements may be materially misstated as a result of fraud. 

  We have disclosed to you all information that we are aware of in relation to fraud or 
suspected fraud that affects the entity and involves: 
  Management; 
  Employees who have significant roles in internal control; or 
  Others where the fraud could have a material effect on the financial statements. 

  We have disclosed to you all information in relation to allegations of fraud, or suspected 
fraud, affecting the entity’s financial statements communicated by employees, former 
employees, vendors, regulators, or others. 

  We have disclosed to you all known actual or possible litigation and claims whose 
effects should be considered when preparing the financial statements and we have 
consulted legal counsel concerning litigation or claims. 

  We have disclosed to you the identity of the entity’s related parties and all the related 
party relationships and transactions of which we are aware. 

  We have disclosed to you all communications from regulatory agencies concerning 
noncompliance with or deficiencies in accounting, internal control, or financial reporting 
practices. 

   Coggon Municipal Light Plant has no plans or intentions that may materially affect the 
carrying value or classification of assets and liabilities. 

  We have disclosed to you all guarantees, whether written or oral, under which the 
Coggon Municipal Light Plant  is contingently liable. 

  We have disclosed to you all significant estimates and material concentrations known to 
management that are required to be disclosed in accordance with GASB Statement No. 
62 (GASB-62), Codification of Accounting and Financial Reporting Guidance Contained 
in Pre-November 30, 1989 FASB and AICPA Pronouncements. Significant estimates are 
estimates at the balance sheet date that could change materially within the next year. 
Concentrations refer to volumes of business, revenues, available sources of supply, or 
markets or geographic areas for which events could occur that would significantly disrupt 
normal finances within the next year. 

  We have identified and disclosed to you the laws, regulations, and provisions of 
contracts and grant agreements that could have a direct and material effect on financial 
statement amounts, including legal and contractual provisions for reporting specific 
activities in separate funds. 

  There are no: 
  Violations or possible violations of laws or regulations, or provisions of contracts or 

grant agreements whose effects should be considered for disclosure in the financial 
statements or as a basis for recording a loss contingency, including applicable 
budget laws and regulations. 

  Unasserted claims or assessments that our lawyer has advised are probable of 
assertion and must be disclosed in accordance with GASB-62.  

  Other liabilities or gain or loss contingencies that are required to be accrued or 
disclosed by GASB-62  

   Coggon Municipal Light Plant has satisfactory title to all owned assets, and there are no 
liens or encumbrances on such assets nor has any asset or future revenue been 
pledged as collateral, except as disclosed to you. 
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Client: 13560 - Coggon Municipal Light Plant
Engagement: Coggon Municipal Light Plant
Period Ending: 6/30/2013
Trial Balance: 3000 - TB
Workpaper: 3600 - Adjusting Journal Entries Report

Account Description W/P Ref Debit Credit

Adjusting Journal Entries JE #  1 5201

2100 ELAN VISA Credit Card 1,386.75
3100 Fund Balance 1,386.75

Total 1,386.75 1,386.75

Adjusting Journal Entries JE #  2 5301

2520 Bonds Paybale Generator 46,400.00
6300 Administrative Expense 500.00
7000 Interest Expense 11,175.00
3100 Fund Balance 57,825.00
7000 Interest Expense 250.00

Total 58,075.00 58,075.00

Adjusting Journal Entries JE #  3 5301

3100 Fund Balance 1,573.80
7000 Interest Expense 412.54
2530 Linn Co State Bank - Truck Loan 1,986.34

Total 1,986.34 1,986.34

Adjusting Journal Entries JE #  4 5102

3100 Fund Balance 18,052.96
2000 Accounts Payable 18,052.96

Total 18,052.96 18,052.96

Adjusting Journal Entries JE #  5

1005 CC Checking 6,323.29
1045 HI FI Central City 27.70
1050 Project Share 11.72
1080 Green City 0.36
6145 Miscellaneous 10.00
1010 Checking 10.00
3100 Fund Balance 6,323.29
4150 Interest Income 39.78

Total 6,373.07 6,373.07

Adjusting Journal Entries JE #  6 4601

1550 Vehicles & Equip 24,999.00
1555 Accum Depreciation Vehicles 23,000.00
3100 Fund Balance 125,880.76
7005 Depreciation Expense 65,078.23
1515 Accum Depreciation Plant Buildings 1,685.98
1515 Accum Depreciation Plant Buildings 3,419.96
1525 Accum Depreciation Plant Equipment 32,499.55

To adjust credit card payable to actual

To adjust bond payable to amortization schedule

To adjust Truck Loan Payable to actual

To reclass negative AP balance

To record 6/15/2102 deposit that was deleted in QB system to get 
cash balance adjusted to bank rec and rec interest income on 

to adjust property and equipment to actual
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Client: 13560 - Coggon Municipal Light Plant
Engagement: Coggon Municipal Light Plant
Period Ending: 6/30/2013
Trial Balance: 3000 - TB
Workpaper: 3600 - Adjusting Journal Entries Report

Account Description W/P Ref Debit Credit

1525 Accum Depreciation Plant Equipment 65,548.10
1535 Accum Depreciation Distribution 22,294.39
1535 Accum Depreciation Distribution 45,093.68
1545 Accum Depreciation Tools 375.45
1545 Accum Depreciation Tools 1,513.20
1550 Vehicles & Equip 23,000.00
1555 Accum Depreciation Vehicles 7,686.86
1555 Accum Depreciation Vehicles 8,706.82
1565 Accum Depreciation Office Equipment 536.00
1565 Accum Depreciation Office Equipment 1,599.00
6100 Plant Expenses 24,999.00

Total 238,957.99 238,957.99

Adjusting Journal Entries JE #  7

1310 Due to/from - William 820.85
1300 Employee Accounts 505.24
4160 Other Income 315.61

Total 820.85 820.85

Adjusting Journal Entries JE #  8

3100 Fund Balance 42,938.51
6125 Plant Supplies 21,469.26
1100 Prepaid Supplies 64,407.77

Total 64,407.77 64,407.77

Adjusting Journal Entries JE #  9

2210 Savings WH 5.00
2220 Federal WH, FICA, &Medicare 16,585.17
2220 Federal WH, FICA, &Medicare 32,973.14
2230 IA Withholding 3,505.00
2230 IA Withholding 5,771.00
2240 IPERS Payable 3,152.06
2240 IPERS Payable 10,665.16
3100 Fund Balance 5,771.00
3100 Fund Balance 10,665.16
3100 Fund Balance 32,973.14
6300 Administrative Expense 3,152.06
6355 Admin Use Tax 5.00
6355 Admin Use Tax 3,505.00
6355 Admin Use Tax 16,585.17

Total 72,656.53 72,656.53

adjust payroll liabilites

write off due to/from accoounts

Adjust prepaid supplies (write down difference pro-rata over 3 year 
period since 2010 audit)
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