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INDEPENDENT AUDITOR'S REPORT 
 
 
The Board of Trustees 
Glenwood Municipal Utilities 
Glenwood, Iowa 
 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of the business-type activities of the Glenwood 
Municipal Utilities, a component unit of the City of Glenwood, Iowa, as of and for the year ended June 30, 
2013, and the related notes to the financial statements, which collectively comprise the Glenwood 
Municipal Utilities 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 accounting principles generally accepted in the United States of America; this 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 opinions on these financial statements 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 statements are 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. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the Glenwood Municipal Utilities, as of June 30, 2013 and the results of its 
operations and its cash flows for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 

 



 

Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis on pages 1 through 4 and schedule of funding progress on page 17, be presented 
to supplement the basic financial statements. Such 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. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, 
which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a 
whole. The Budgetary Comparison Schedule, the Schedules of Water and Sewer per 1,000 gallons and 
the Statistical information on water, is presented for purposes of additional analysis and is not a required 
part of the basic financial statements. Such information has not been subjected to the auditing procedures 
applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or 
provide any assurance on it. 
 
Other Auditors 
 
The financial statements of Glenwood Municipal Utilities, as of and for the year ended June 30, 2012, 
before they were restated for the matter discussed in Note 11 to the financial statements, were audited by 
other auditors whose report dated June 17, 2013 expressed an unmodified opinion on those statements. 
 
Other Reporting Required by Government Auditing Standard 

 
In accordance with Government Auditing Standards, we have also issued our report January 15, 2014 on 
our consideration of the Glenwood Municipal Utilities 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 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.  That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Glenwood Municipal Utilities internal 
control over financial reporting and compliance. 
 
 
 

 
 
Council Bluffs, Iowa 
January 15, 2014 

   
 

 



GLENWOOD MUNICIPAL UTILITIES 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

 
Glenwood Municipal Utilities provides this management’s discussion and analysis of its financial 
statements. This narrative overview and analysis of the financial activities is for the fiscal year ended June 
30, 2013. We encourage readers to consider this information in conjunction with the Utilities financial 
statements, which follow. 
 
Financial Highlights 
 

- The Utilities total water and sewer operating revenues decreased $(26,780), from fiscal 2012 to 
fiscal 2013. 

- The Utilities total water and sewer operating expenses increased $147,723, from fiscal 2012 to 
fiscal 2013. 

- The Utilities net position increased $40,963, from fiscal year end 2012 to fiscal year end 2013. 
- The Utilities total water and sewer operating income decreased $(174,503), from fiscal 2012 to 

fiscal 2013. 
 
 In fiscal 2013, operating revenues decreased by $(26,780), primarily a result of decreased sales 
and volume. Operating expenses increased by $147,723, primarily a result of improvements and 
infrastructure repairs.  
 
Using This Annual Report 
 
 The Glenwood Municipal Utilities has variable funds and presents its financial statements using 
accrual basis of accounting which is the same measurement focus and basis of accounting employed by 
private sector business enterprises. This discussion and analysis is intended to serve as an introduction to 
Glenwood Municipal Utilities basic financial statements. The annual report consists of a series of financial 
statements and other information, as follows: 
 
 Management’s discussion and analysis introduces the basic financial statements and provides an 
analytical overview of the Utilities financial activities. 
 
 The Statement of Net Position presents information on the Utilities assets and liabilities, with the 
difference between the two reported as net position. Over time, increases or decreases in net position 
may serve as a useful indicator of whether the financial position of the Utility is improving or deteriorating. 
 
 The Statement of Revenues, Expenses and Changes in Net Position is the basic statement of 
activities for proprietary funds. This statement presents information on the Utilities operating revenues and 
expenses, non-operating revenues and expenses and whether the Utilities financial position has improved 
or deteriorated as a result of the years activities.  
 
 The Statement of Cash Flows presents the change in the Utilities cash and cash equivalents 
during the year. This information can assist the user of the report in determining how the Utilities financed 
its activities and how it met its cash requirements. 
 
 The Notes to Financial Statements provide additional information essential to a full understanding 
of the data provided in the basic financial statements. 
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GLENWOOD MUNICIPAL UTILITIES 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

 
 
Economic Factors 
 
 Glenwood Municipal Utilities continued to improve its financial position during the current fiscal 
year. However, the current condition of the economy continues to be a concern for Utilities officials. Some 
of the realities that may potentially become challenges for the Utilities to meet are: 
 

- Facilities of the Utilities require constant maintenance and upkeep with infrastructure. 
- Technology continues to expand and current technology becomes outdated presenting an on 

going challenge to maintain operational and efficient technology at a reasonable cost. 
- Continuing the productive and efficient operations for the Utilities as well as the sound business 

decisions needed with an outlook to the futures demands and community betterment. 
 

The Utilities anticipates the current fiscal year will be much like the last and will maintain a close watch 
over resources to maintain the Utilities ability to react to unknown issues. 
 
Long-Term Debt 
 
 The Utilities had no long term debt at June 30, 2012 or 2013.  
 
Financial Analysis of the Utilities 
Statement of Net Position 
 
 As noted earlier, net assets may serve over time as a useful indicator of the Utilities financial 
position. The Utilities net position for fiscal 2013 totaled approximately $11,095,746. This compares to 
approximately $11,054,783 for fiscal 2012. A summary of the Utilities net assets is presented below. 
 

 
Net Position 

           June 30, 
            2013     2012 
Net investment in capital assets     $8,957,724 $8,720,639 
Unrestricted      $2,138,022 $2,334,144 
 
Net Position      $11,095,746 $11,054,783 
 
 The largest portion of the Utilities net position is invested in capital assets – (81%, e.g., land, 
buildings, equipment and machinery). The next is unrestricted - (19 %) that can be used to meet the 
Utilities obligations as they come due. 
 
Statement of Revenues, Expenses and changes in Net Position 
 
 Operating revenues are received for water and sewer sales and charges for services for 
customers attached to the appropriate systems including Glenwood, Pacific Junction and outlying areas. 
Operating expenses are expenses paid to operate the appropriate water and sewer systems and facilities. 
Non-operating revenues and expenses are for interest income and expense, rent, fees and penalties and 
parts sales. The utilization of capital assets is reflected in the financial statements as depreciation, which 
allocates the cost of an asset over its expected useful life. A summary of revenues, expenses and 
changes in net position for the year ending June 30, 2013 and 2012 is presented as follows: 
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GLENWOOD MUNICIPAL UTILITIES 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

  Statement of Revenue, Expenses and Changes in Net Position 
 

2013 2012
OPERATING REVENUES

Water 851,239$      849,640$      
Sewer 1,061,619     1,071,032     
Charges for service 18,051         37,017          

Total operating revenues 1,930,909$   1,957,689$   

OPERATING EXPENSES
Salaries 418,483$      401,551$      
Employee benefits 247,058       217,754        
Contracted services 107,354       107,351        
Utilities 128,749       144,900        
Chemicals 86,937         49,706          
Supplies 39,461         30,871          
Computer expense 3,232           9,964           
Postage and freight 15,246         16,142          
Insurance 49,323         41,456          
Repairs and maintenance 145,578       96,824          
Legal and accounting 6,276           14,218          
Miscellaneous 13,972         12,764          
Depreciation 809,060       779,505        

Total operating expenses 2,070,729     1,923,006$   

Operating income (139,820)$    34,683$        

NONOPERATING REVENUES (EXPENSES)
Interest income 4,204$         3,335$          
Rent 33,021         43,364          
Grant income 87,588         844,990        
Flood damage prevention (29,602)        (747,066)       
Dedicated materials 4,736           892,267        
Miscellaneous 24,335         8,540           
Collection fees 13,395         11,355          
Surcharges 2,513           2,416           
Penalty charges 40,085         37,110          
Loss on disposal of assets -              (15,750)        
Cost of merchandise and parts -              (10,841)        
Merchandise and part sales 11,098         15,975          

Nonoperating revenues, net 180,783$      1,085,695$   

Change in net position 40,963$       1,120,378$   

NET POSITION - BEGINNING OF YEAR 11,054,783$ 9,934,405$   

NET POSITION - END OF YEAR 11,095,746$ 11,054,783$ 
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GLENWOOD MUNICIPAL UTILITIES 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

 
The Statement of Revenues, Expenses and Changes in Net Position reflects a positive year with 

an increase in the net position at the end of the fiscal year. 
 
Statement of Cash Flows 
 
 The Statement of Cash Flows presents information related to cash inflows and outflows, 
summarized by operating, capital and related financing and investing activities. Cash provided by 
operating activities includes water and sewer sales and assessments reduced by payments for operations 
and to suppliers. Cash used from capital includes interest income. Cash used by invested activities 
includes penalties, charges and rent payments. 
 
Capital Assets 
 
 At June 30, 2013, the Utilities had approximately $8,957,724 invested in capital assets, net of 
accumulated depreciation of approximately $21,339,375. Depreciation charges totaled $809,060 for fiscal 
2013. More detailed information about the Utilities capital assets is presented on page 16 of the Audit 
Report ending fiscal June 30, 2013. 
 
Contacting the Utilities Financial Management 
 
 This financial report is designed to provide our citizens, customers and creditors with a general 
overview of the Utilities finances and to show the Utilities accountability for the money it receives. If you 
have questions about this report or financial information, contact Glenwood Municipal Utilities, 7 North 
Vine Street, Glenwood, Iowa. 
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GLENWOOD MUNICIPAL UTILITIES 
 

STATEMENTS OF NET POSITION 
June 30, 2013 and 2012 

 
2012

Combined- Combined-
Memorandum Memorandum

Water Sewer Only Only
ASSETS

CURRENT ASSETS
Cash 729,726$     236,912$       966,638$        1,209,704$    
Certificates of Deposit 667,599 163,832         831,431          828,164
Restricted cash 121,883 -                 121,883          118,270
Accounts receivable:

Utility customers 82,743 98,141 180,884          212,417
Grant receivable 142,083 43,794 185,877 98,289
Unbilled usage 40,732 44,642 85,374 87,605

      Other 5,972 2,535 8,507 8,604
Total receivables 271,530$     189,112$       460,642$        406,915$       

Inventory 35,301 18,265 53,566 52,714
Total current assets 1,826,039$  608,121$       2,434,160$     2,615,767$    

PROPERTY, PLANT AND EQUIPMENT
Land 71,621$       -$               71,621$          71,621$         
Buildings 2,063,187    6,592,013      8,655,200       8,346,988      
Equipment 365,722       605,313         971,035          873,636         
Machinery 7,515,743    11,914,505    19,430,248     19,413,822    
Construction in progress 275,609       893,386         1,168,995       591,666         
Less accumulated depreciation (6,348,370)   (14,991,005)   (21,339,375)    (20,577,094)  

Total plant, property and equipment 3,943,512$  5,014,212$    8,957,724$     8,720,639$    

Total assets 5,769,551$  5,622,333$    11,391,884$   11,336,406$  

LIABILITIES AND NET POSITION

CURRENT LIABILITIES
Accounts payable 20,244$       101,868$       122,112$        121,667$       
Recycling fees payable-City of Glenwood 440              -                 440                 3,458             
Sewer fees payable-City of Pacific Junction 8,913           -                 8,913              5,143             
Sales tax payable -               -                 -                  3,613             
Implict OPEB liability 13,948         13,948           27,896            13,829           
Accrued payroll 8,469           6,913             15,382            15,643           

Total current liabilities 52,014$       122,729$       174,743$        163,353$       

OTHER LIABILITIES
Customer deposits 121,395$     -$               121,395$        118,270$       

Total liabilities 173,409$     122,729$       296,138$        281,623$       

NET POSITION
Net investment in capital assets 3,943,512$  5,014,212$    8,957,724$     8,720,639$    
Unrestricted 1,652,630    485,392         2,138,022       2,334,144      

Total net position 5,596,142$  5,499,604$    11,095,746$   11,054,783$  

Total liabilities and net position 5,769,551$  5,622,333$    11,391,884$   11,336,406$  

See Notes to Financial Statements
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GLENWOOD MUNICIPAL UTILITIES 
 

STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN NET POSITION 
Years Ended June 30, 2013 and 2012 

 
 

2012
Combined- Combined-

Memorandum Memorandum 
Water Sewer Only Only

OPERATING REVENUES
Water 851,239$     -$             851,239$       849,640$       
Sewer -               1,061,619 1,061,619      1,071,032      
Charges for service 6,501           11,550         18,051           37,017           

Total operating revenues 857,740$     1,073,169$  1,930,909$    1,957,689$    

OPERATING EXPENSES
Salaries 185,043$     233,440$     418,483$       401,551$       
Employee benefits 101,779       145,279       247,058         217,754         
Contracted services 53,453         53,901         107,354         107,351         
Utilities 74,294         54,455         128,749         144,900         
Chemicals 80,642         6,295           86,937           49,706           
Supplies 19,596         19,865         39,461           30,871           
Computer expense 1,616           1,616           3,232             9,964             
Postage and freight 8,156           7,090           15,246           16,142           
Insurance 22,725         26,598         49,323           41,456           
Repairs and maintenance 80,953         64,625         145,578         96,824           
Legal and accounting 3,138           3,138           6,276             14,218           
Miscellaneous 8,216           5,756           13,972           12,764           
Depreciation 327,403       481,657       809,060         779,505         

Total operating expenses 967,014$     1,103,715$  2,070,729      1,923,006$    

Operating income (109,274)$    (30,546)$      (139,820)$     34,683$         

NONOPERATING REVENUES (EXPENSES)
Interest income 3,200$         1,004$         4,204$           3,335$           
Rent 30,930         2,091           33,021           43,364           
Grant income 43,794         43,794         87,588           844,990         
Flood damage prevention (29,602)        -               (29,602)         (747,066)        
Dedicated materials 4,736           -               4,736             892,267         
Miscellaneous 23,475 860 24,335           8,540             
Collection fees 13,395         -               13,395           11,355           
Surcharges 2,513           -               2,513             2,416             
Penalty charges 19,384         20,701         40,085           37,110           
Loss on disposal of assets -               -               -                (15,750)          
Cost of merchandise and parts (9,860)          (730)             (10,590)         (10,841)          
Merchandise and part sales 10,315         783              11,098           15,975           

Nonoperating revenues, net 112,280$     68,503$       180,783$       1,085,695$    

Change in net position 3,006$         37,957$       40,963$         1,120,378$    

NET POSITION - BEGINNING AS 
PREVIOUSLY STATED 5,593,136$  5,461,647$  11,054,783$  9,946,958$    

Adjustment applicable to prior years
  resulting in  a decrease to assets 
  and an increase to expenses (12,553)          

NET POSITION - BEGINNING AS RESTATED 9,934,405$    

NET POSITION - END OF YEAR 5,596,142$  5,499,604$  11,095,746$  11,054,783$  

 
 
See Notes to Financial Statements  
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GLENWOOD MUNICIPAL UTILITIES 
 

STATEMENTS OF CASH FLOWS 
Years Ended June 30, 2013 and 2012 

 
2012

Combined- Combined-
Memorandum Memorandum 

Water Sewer Only Only
CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from customers and users 899,169$        1,067,250$     1,966,419$     1,905,181$   
Cash paid to suppliers for goods and services (393,386)         (202,333)         (595,719)         (539,842)       
Cash paid to employees and on their behalf (286,813)         (364,924)         (651,737)         (766,332)       

Net cash provided by operating activities 218,970$        499,993$        718,963$        599,007$      

CASH FLOW FROM NONCAPITAL FINANCING 
ACTIVITIES

Grants received for projects -$                -$                -$                746,701$      
Cash paid for projects (29,602)           -                  (29,602)           (747,066)       

Net cash (used) in noncaptial financing activites (29,602)$         -$                (29,602)$         (365)$            

Purchase of capital assets (173,938)$       (869,670)$       (1,043,608)$    (409,924)$     
Net cash provided (used) in capital 
    and related financing activities (173,938)$       (869,670)$       (1,043,608)$    (409,924)$     

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 3,200$            1,004$            4,204$            3,335            
Certificates of deposits purchased and reinvested -                  

interest (2,759)             (508)                (3,267)             (502,268)       
Receipts from other non-operating items 90,152            23,705            113,857          92,169          

Net cash provided (used) by investing activities 90,593$          24,201$          114,794$        (406,764)$     

NET INCREASE (DECREASE) IN CASH 106,023$        (345,476)$       (239,453)$       (218,046)$     

CASH - BEGINNING OF YEAR 745,586          582,388          1,327,974       1,546,020     

CASH - END OF YEAR 851,609$        236,912$        1,088,521$     1,327,974$   

RECONCILIATION TO BALANCE SHEETS:
Unrestricted cash 729,726$        236,912$        966,638$        1,209,704$   
Restricted cash 121,883          -                  121,883          118,270        

851,609$        236,912$        1,088,521$     1,327,974$   

Operating income (loss) (109,274)$       (30,546)$         (139,820)$       34,683$        
Adjustments to reconcile operating income (loss)
   to net cash provided by operating activities:
Depreciation 327,403          481,657          809,060          779,505        
Loss on disposal of equipment -                  -                  -                  15,750          
Changes in assets and liabilities:

(Increase) Decrease in receivables 37,621            (5,990)             31,631            (36,472)         
(Increase) Decrease in unbilled usage 3,551              (1,321)             2,230              (13,843)         
(Increase) Decrease in inventory (2,929)             2,077              (852)                10,719          
Increase (Decrease) in accounts payable (36,927)           40,324            3,397              (164,045)       
Increase (Decrease) in accrued payroll 9                     13,795            13,804            (11,727)         
Increase (Decrease) in sales tax payable (3,609)             (3)                    (3,612)             (1,929)           
Increase (Decrease) in customer deposits 3,125              -                  3,125              (13,634)         

Net cash provided by operating activities 218,970$        499,993$        718,963$        599,007$      

CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING ACTIVITIES

RECONCILIATION OF OPERATING INCOME TO NET 
CASH PROVIDED BY OPERATING ACTIVITIES

 
See Notes to Financial Statements     
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GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO THE FINANCIAL STATEMENTS 
Years Ended June 30, 2013 and 2012 

 
 
1. Summary of Significant Accounting Policies 
 

The Glenwood Municipal Utilities (the “Utility”) is a municipal utility. The Utility produces and 
distributes water and provides sewer services to the residents of Glenwood, Pacific Junction and 
nearby rural areas. Glenwood Municipal Utilities is a component unit of the City of Glenwood. The 
Utility is legally separate from the City, and as such, files its budget separately from the City.  
 
The Utility is governed by a five-member board appointed by the Mayor and subject to the approval 
of the City Council. The Utilities’ Board of Trustees maintains oversight responsibility and, therefore, 
is responsible for selection of management personnel and all financial matters. The board has the 
authority to adopt the annual budget, to incur debt and to fix rates and charges.  
 
Glenwood Municipal Utilities’ budget is reviewed by the City Council. The Utility is exempt from state 
and Federal income taxes.   

 
Reporting Entity: 
 
For financial reporting purposes, Glenwood Municipal Utilities has included all funds, organizations, 
agencies, boards, commissions and authorities.  The Utility has also 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 Utility are such that exclusion would cause the Utilities’ 
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 
Utility 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 Utility.  Glenwood Municipal Utilities has no 
component units which meet the Governmental Accounting Standards Board criteria. 
 
Basis of Presentation: 
 
The accounts of the Utility are organized as an Enterprise Fund.  Enterprise Funds are used to 
account for operations (a) financed and operated in a manner similar to private business 
enterprises, where the intent of the governing body is the costs (expenses, including depreciation) of 
providing goods or services to the general public on a continuing basis be financed or recovered 
primarily through user charges or (b) where the governing body has decided periodic determination 
of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance, 
public policy, management control, accountability or other purposes. 
 
The Statement of Net Position presents the Utilities’ assets and liabilities, with the difference 
reported as net position. Net position is reported in the following categories. 
 

Net investment in capital assets- Consists of capital assets, net of accumulated 
depreciation/amortization and reduced by outstanding balances for bonds, notes and 
other debt attributable to the acquisition, construction or improvement of those assets. 
 
Restricted- Use of net position is externally imposed. 
 
Unrestricted- The portion of net position that in not restricted or net of investment in 
capital assets.   
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GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO THE FINANCIAL STATEMENTS 
Years Ended June 30, 2013 and 2012 

 
 

1. Summary of Significant Accounting Policies - Continued 
 
Fund Accounting: 
 
Major individual enterprise funds are reported as separate columns in the fund financial statements. 
The Utilities’ major enterprise funds reported are sewer and water. 

 
Measurement Focus and Basis of Accounting:  
 
The financial statements are reported using the accrual basis of accounting. Revenues are recorded 
when earned and expenses are recorded when a liability is incurred, regardless of the timing of 
related cash flows.  Grants and similar items are recognized as revenue as soon as all eligibility 
requirements imposed by the provider are met. 
 
The Utility distinguishes operating revenues and expenses from non-operating items.  Operating 
revenues and expenses generally result from providing services and producing and delivering goods 
in connection with the Utilities’ principal ongoing operations. Water and sewer revenues are based 
on billing rates that are applied to customers’ accounts based on their consumption of water. The 
Glenwood Municipal Utilities records estimated unbilled revenues at the end of accounting periods. 
All revenues and expenses not meeting this definition are reported as non-operating revenues and 
expenses. 
 
Use of estimates: 
 
In preparing the accompanying financial statements, management is required to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of 
contingent assets and liabilities at the date of the financial statements and revenues and expenses 
during the reporting period.  Actual results could differ from those estimates. 

 
New Accounting Pronouncements: 
 
In December 2010, the Governmental Accounting Standards Board (GASB) issued Statement No. 
61, The Financial Reporting Entity, which amends GASB Statement No. 14, The Financial Reporting 
Entity, and GASB Statement No. 34, Basic Financial Statements - and Management’s Discussion 
and Analysis – for State and Local Governments.  Changes under Statement No. 61 include an 
increased emphasis on financial relationships between primary governments and other 
organizations, clarification of the requirements to blend component units, and clarification of 
reporting equity interests in legally separate organizations.  Statement No. 61 was effective for the 
Utilities’ June 30, 2013 financial statements; however, the adoption of this Statement did not have a 
material impact on the financial statements. 

 
In December 2010, the Governmental Accounting Standards Board (GASB) issued Statement No. 
62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 
1989 FASB and AICPA Pronouncements. That Statement supersedes Statement No. 20, 
Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That 
Use Proprietary Fund Accounting.  Statement No. 62 was effective for the Utilities’ June 30, 2013 
financial statements; however, the adoption of this Statement did not have a material impact on the 
financial statements. 
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GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO THE FINANCIAL STATEMENTS 
Years Ended June 30, 2013 and 2012 

 
 
1. Summary of Significant Accounting Policies - Continued 

 
New Accounting Pronouncements – Continued: 
 
In June 2011, the Governmental Accounting Standards Board (GASB) issued Statement No. 63, 
Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net 
Position. That Statement amends Statement No. 34, Basic Financial Statements - and 
Management’s Discussion and Analysis – for State and Local Governments and other 
pronouncements by incorporating deferred outflows of resources and deferred inflows of resources 
into the definitions of the required components of the residual measure and by renaming that 
measure as net position, rather than net assets.  Statement No. 63 was effective for the Utilities’ 
June 30, 2013 financial statements; however, the adoption of this Statement did not have a material 
impact on the financial statements. 
 
Cash and Cash Equivalents: 
 
The Glenwood Municipal Utilities considers all short-term investments that are highly liquid to be 
cash equivalents. Cash equivalents are readily convertible to known amounts of cash and at the day 
of purchase, have a maturity date no longer than three months. 
 
Customer Accounts Receivable and Unbilled Usage: 
 
Accounts receivable are recorded at the time the service is billed and are presented at their net 
realizable value. Unbilled usage for service consumed between periodic scheduled billing dates is 
estimated and is recognized as revenue in the period in which the service is provided. 
 
The customer accounts receivable balance includes billing of sewer fees, which the Utility bills on 
behalf of the City of Pacific Junction.  A corresponding liability represents the amount of customer 
accounts receivable that will be remitted to the City of Pacific Junction upon collection. 
 
Inventory: 
 
Inventories are valued at the lower of cost (average cost method) or market. Inventory is recorded 
as an expense when consumed rather than when purchased. 
 
Contributions-in-Aid of Construction and Contributed Capital: 
 
When the Utility has construction projects in the service area, the tenant or contractor is usually 
responsible for the cost of the development. However, when the development is finished the 
maintenance and upkeep of those service lines and equipment are the responsibility of the Utility. 
Therefore, ownership of those lines is typically transferred to the Utility. The value of those lines and 
equipment are determined by the Utilities engineer based on cost at the time of dedication. 
 
Compensated Absences: 
 
Accrued compensated absences represent vacation hours, which has been earned by employees in 
the current year to be used in subsequent years or to be paid out upon termination, retirement or 
death.   
 
 

 

 - 10 - 
 



GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO THE FINANCIAL STATEMENTS 
Years Ended June 30, 2013 and 2012 

 
 
1. Summary of Significant Accounting Policies - Continued 

 
Property, Plant and Equipment: 
 
Property, plant and equipment are accounted for at historical cost. Maintenance and repair of 
property, plant and equipment are charged to operations and major improvements are capitalized.  
Upon retirement, sale or other disposition of property, plant and equipment, the cost and 
accumulated depreciation are eliminated from the accounts and gain or loss is included in 
operations. Capital assets are defined by the Utilities Board as assets with initial, individual costs in 
excess of $2,000 and estimated useful lives in excess of two years. Depreciation is computed using 
the straight-line method based on the following estimated useful lives. 

  
Asset Class  Estimated Useful Lives 
   
Water Towers  40 years 
Buildings  30 years 
Water mains and hydrants  30 years 
Sewer system  30 years 
Equipment  5-10 years 
Vehicles  7 years 

 
Subsequent Events: 
 
Subsequent events have been evaluated through January 15, 2014, which is the date the financial 
statements were available to be issued.  

 
2. Cash and Short-Term Investments 

 
The Utilities’ deposits in banks at June 30, 2013 and 2012 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 depositories to insure there will be 
no loss of public funds. 
 
The Utility 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 Utility Board and the Treasurer of the 
State of Iowa; prime eligible bankers acceptances; certain high rated commercial paper; perfected 
repurchase agreements; certain registered open-end management investment companies; certain 
joint investment trust; and warrants or improvement certificates of a drainage district. 

 
3.  Reciprocal Services with its Primary Government 
 

 The Utility and the City of Glenwood have an arrangement in which the City provides office space to 
the Utility at no cost and the Utility provides water and sewer to all City owned and operated facilities 
at no cost. 
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GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO THE FINANCIAL STATEMENTS 
Years Ended June 30, 2013 and 2012 

 
 
4.   Risk Management 
 

The Utility 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 coverage. Settled claims from these risks have not 
exceeded commercial insurance coverage in any of the past three years. 

 
5.   Compensated Absences 
 

The accumulated liability for accrued vacation totaled approximately $14,653 and $15,454 as of 
June 30, 2013 and 2012 respectively. This liability has been computed based on rates of pay as of 
the end of the fiscal year. 

 
6. Pension and Retirement Benefits  
 

The Utility 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 supplemental information. The report may be obtained by writing to IPERS, 
P.O. Box 9117, Des Moines, Iowa, 50306. 
 
Plan members are required to contribute 5.78% of their annual salary and the Utility is required to 
contribute 8.67% of annual covered payroll. Contribution requirements are established by State 
Statute. The Utilities’ contribution to IPERS for the years ended June 30, 2013 and 2012 was 
$36,130 and $33,700, respectively, which was equal to the required contributions. 
 

7.   Other Postemployment Benefits (OPEB) 
 
 Plan Description:  
  
 The Utility operated a single-employer health benefit plan which provides medical/prescription drug 

benefits for employees, retirees and their spouses. There were 9 active members and one retired 
member in the plan. Participants must be age 55 or older at retirement. 

 
 The medical/prescription drug benefits are provided through a fully-insured plan with Wellmark. 

Retirees under age 65 pay the same premium for the medical/prescription drug benefits as active 
employees, which results in an implicit rate subsidy and an OPEB liability. 

 
 Funding Policy:  
 
 The contribution requirements of plan members are established and may be amended by the Utility. 

The Utility currently finances the benefit plan on a pay-as-you-go basis. As such, the plan is not 
being funded. Those who are eligible members for benefits did not contribute to the premium costs 
for the year ended June 30, 2013.   
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GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO THE FINANCIAL STATEMENTS 
Years Ended June 30, 2013 and 2012 

 
 
7.   Other Postemployment Benefits (OPEB) - Continued 
  
 Annual OPEB Cost and Net OPEB Obligation: 
 
 The Utilities’ annual OPEB cost is calculated based on the annual required contribution (ARC) of the 

Utility, an amount actuarially determined in accordance with GASB Statement No. 45. The ARC 
represents a level of funding which, if paid on an ongoing basis, is projected to cover normal cost 
each year and amortize any unfunded actuarial liabilities over a period not to exceed 30 years.  

 
 The following table shows the components of Utilities’ annual OPEB cost for the year ended June 

30, 2013, the amount actually contributed to the plan and changes in the Utilities’ net OPEB 
obligation: 

 
    

Annual required contribution $ 14,129 
Interest on net OPEB obligation  346 
Adjustment to annual required contribution  (409) 
   Annual OPEB cost  14,066 
Net OPEB obligation beginning of year  13,829 
Net OPEB obligation end of year $ 27,895 

 
 
 For calculation of the net OPEB obligation, the actuary has set the transition day as July 1, 2011. 

The end of the year net OPEB obligation was calculated by the actuary as the cumulative difference 
between the actuarially determined funding requirements and the actual contributions for the year 
ended June 30, 2013. 

 
 The Utilities’ annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and 

the net OPEB obligation for the current year and the preceding year were as follows: 
 
  

Fiscal 
Year 

Ended  

Annual 
OPEB 
Cost  

Percentage of 
Annual OPEB 

Cost Contributed  

Net 
OPEB 

Obligation 
6/30/12 $ 13,829  - $ 13,829 
6/30/13  14,066  - 

 
 27,895 

       
 Funding Status and Funding Progress:  
 
 As of July, 1, 2011, the most recent actuarial valuation date, the actuarial accrued liability for 

benefits was $78,745 and the actuarial value of assets was zero, resulting in an unfunded actuarial 
accrued liability (UAAL) of $78,745. The covered payroll (annual payroll of active employees 
covered by the plan) was approximately $420,000, and the ratio of the UAAL to the covered payroll 
was 19 percent. 
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GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO THE FINANCIAL STATEMENTS 
Years Ended June 30, 2013 and 2012 

 
 
7.   Other Postemployment Benefits (OPEB) - Continued 

 
Actuarial Methods and Assumptions: 
 
Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and 
assumptions about the probability of occurrence of events far into the future. Examples include 
assumptions about future employment, mortality and the healthcare cost trend. Amounts 
determined regarding the funded status of the plan and the annual required contributions of the 
employer are subject to continual revision as actual results are compared with past expectations 
and new estimates are made about the future. The schedule of funding progress, presented as 
required supplementary information following the notes to the financial statements, presents multi-
year trend information about whether the actuarial value of plan assets is increasing or decreasing 
over time relative to the actuarial accrued liabilities for benefits.  

 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan 
as understood by the employer and the plan members) and includes the types of benefits provided 
at the time of each valuation and the historical pattern of sharing of benefit costs between the 
employer and plan members to that point. The actuarial methods and assumptions used include 
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued 
liabilities and the actuarial value of assets, consistent with the long-term perspective of the 
calculations. 
 
In the July 1, 2011, actuarial valuation, the entry age actuarial cost method was used. The actuarial 
assumptions included a 2.5 percent interest/discount rate was used as the Utility has chosen not to 
prefund the plan. It also included an annual healthcare cost trend rate of 6 percent per year. Other 
assumptions used included employee turnover, mortality and an attained age retirement rate. The 
UAAL is being amortized a level dollar funding of the actuarial unfunded liabilities for active plan 
members and the remaining benefit period for retired plan members. The remaining amortization 
period at July 1, 2011, was thirty years. 

 
8.   Supplemental Cash Flow Information 
 

The Utility received dedicated materials in the fiscal years ended June 30, 2013 and 2012 of $4,736 
and $892,267 respectively. The most significant materials were water and sewer lines placed in 
service along 190th Street during 2012. These amounts are not reflected in the statement of cash 
flows. 

 
9.   Flood Prevention Expense 
 
 Included in other income and expenses are costs incurred to prepare for the flooding of the Missouri 

River. The Utility constructed a levy surrounding the sewer and water plant. The levy was 
subsequently removed. Also included in other income and expenses are reimbursements for a 
portion of those costs from FEMA and the State of Iowa. Cash flows from these costs and 
reimbursements are included in cash flows from investing activities. Total expense incurred at June 
30, 2013 were $29,602 and $747,066. Total reimbursements from FEMA and the State of Iowa 
totaled $605,345. Total receivables at June 30, 2013 were $98,289. 
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GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO THE FINANCIAL STATEMENTS 
Years Ended June 30, 2013 and 2012 

 
 
10. Litigation 
  
 Glenwood Municipal Utilities may have a claim against a development company for a sewer main, 

pump station and related appurtenances. This equipment failed in the fall of 2012 and the Utility is 
seeking reimbursement for damages incurred in the amount of $77,000. Negotiations are still on 
going as of the date of the report. 

 
11. Restatement of Prior Year Comparative Totals 
 
 Glenwood Municipal Utilities Net Position at June 30, 2012 was decreased by $80,892 for the 

following reasons:  
  

a) Improper capitalization of research and development costs of $68,652. $56,099 in 2012 and 
$12,553 in 2011. 

  
  b) Depreciation expense of $12,240 at June 30, 2012 on assets that were not capitalized, but 

should have been. 
 
 The following is a summary of the restatements of the balance sheet and statements of revenue, 

expenses and changes in net position for the year ending June 30, 2012: 
  
 Balance Sheet at June 30, 2012 
 

  
 
 Statements of Revenue, Expenses and Changes in Net Position at June 30, 2012 
 

  Previously 
Reported 

  Increase 
(Decrease) 

   
Restated 

Machinery $ 18,678,351  $ 735,471  $ 19,413,822 
Construction in progress  1,395,789   (804,123)   591,666 
Accumulated depreciation  (20,564,854)   (12,240)   (20,577,094) 
 $ (490,714)  $ (80,892)  $ (571,606) 
Total assets $ 11,417,298  $ (80,892)  $ 11,336,406 
         
 
Net position, July 1, 2011 

 
$ 

 
9,946,958 

  
$ 

 
(12,553) 

  
$ 

 
9,934,405 

Change in net position, 2012  1,188,717   (68,339)   1,120,378 
Net position, June 30, 2012 $ 11,135,675  $ (80,892)  $ 11,054,783 
Total liabilities and net position $ 11,417,298  $ (80,992)  $ 11,336,406 

  Previously 
Reported 

  Increase 
(Decrease) 

   
Restated 

Operating Expense $ 1,854,667  $ 68,339  $ 1,923,006 
Change in Net Position $ 1,188,717  $ (68,339)  $ 1,120,378 
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GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO THE FINANCIAL STATEMENTS 
Years Ended June 30, 2013 and 2012 

 
 
12. Property, Plant and Equipment 
 
 The major classes of capital assets by fund consisted of the following at June 30: 
 

Water Fund

Balance 
Beginning       

of Year Increases Decreases
Balance      End                 

of Year

Property and equipment not 
being depreciated/amortized:

Land $ 71,621              $ -              $ -                $ 71,621              
Construction in progress 255,787            235,611       (215,789)       275,609            

Total capital assets not being 
depreciated/amortized 327,408            235,611       (215,789)       347,230            

Property and equipment being 
depreciated/amortized:

Building 2,049,772         13,415         -                2,063,187         
Machinery 7,386,112         131,897       (2,266)           7,515,743         
Equipment 350,722            15,000         -                365,722            

Total property and equipment 
being depreciated/amortized 9,786,606         160,312       (2,266)           9,944,652         

Less accumluated 
depreciation/amortization for:

Building 1,217,546         79,362         -                1,296,908         
Machinery 4,491,511         233,652       -                4,725,163         
Equipment 311,910            14,389         -                326,299            

Total accumulated 
depreciation/amortization 6,020,967         327,403       -                6,348,370         

Total property and equipment, net $ 4,093,047         $ 68,521         $ (218,056)       $ 3,943,512         

Sewer Fund

 Balance 
Beginning of 

Year Increases Decreases
 Balance End 

of Year 

Property and equipment not 
being depreciated/amortized:

Construction in progress $ 335,881            $ 892,615       $ (335,110)       $ 893,386            
Total capital assets not being 

depreciated/amortized 335,881            892,615       (335,110)       893,386            

Property and equipment being 
depreciated/amortized:

Building 6,587,472         4,541           -                6,592,013         
Machinery 11,737,454       228,372       (51,321)         11,914,505       
Equipment 522,914            82,399         -                605,313            

Total property and equipment 
being depreciated/amortized 18,847,840       315,312       (51,321)         19,111,831       

Less accumluated 
depreciation/amortization for:

Building 5,777,396         161,796       -                5,939,192         
Machinery 8,298,918         304,724       (46,780)         8,556,861         
Equipment 479,815            15,137         -                494,952            

Total accumulated 
depreciation/amortization 14,556,129       481,657       (46,780)         14,991,005       

Total property and equipment, net $ 4,627,592         $ 726,270       $ (339,651)       $ 5,014,212         
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GLENWOOD MUNICIPAL UTILITIES 
 

SCHEDULE OF FUNDING PROGRESS FOR THE HEALTH PLAN 
Year Ended June 30, 2013  

 
 

Year 
Ended

Actuarial 
Valuation 

Date

Actuarial 
Value of 

Assets (a)

Actuarial 
Accured 
Liability 

(AAL)-2.5% 
Valuation 

Rate           
(b)

Unfunded 
Actuarial 
Liability 
(UAAL)         

(b-a)

Funded 
Ratio 
(a/b)

Coverd 
Payroll    

(c) 

UAAL as a 
Percentage 
of Covered 

Payroll     
((b-a)/c)

6/30/2012 7/1/2011 $ -         $ 80,784        $ 80,784         - % $ 400,000  20.2 %
6/30/2013 7/1/2011 -         78,745        78,745         - 420,000  18.7

 
 

 
See Note 7 in the accompanying Notes to Financial Statements for the plan description, funding policy, 
annual OPEB cost and net OPEB obligation, funded status and funding progress. 
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GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO BUDGETARY COMPARISON SCHEDULE OF 
REVENUES AND EXPENDITURES-BUDGET TO ACTUAL 

Year Ended June 30, 2013 
 

 
Variance
Favorable

REVENUES Budget Actual (Unfavorable)
Water sales 907,750$          851,239$        (56,511)$         
Sewer sales 1,065,680 1,061,619 (4,061)
Charge for services/parts 105,530 89,857 (15,673)
Dedicated Materials 600 4,736 4,136
Interest 2,690 4,204 1,514
Rent 41,622 33,021 (8,601)
Grant Income - 87,588 87,588
Miscellaneous 800 19,620 18,820

Total Revenue 2,124,672$       2,151,884$     27,212

EXPENDITURES
Production Expense

Fixed costs 858,133$          803,578$        54,555$          
Variable costs 9,885 49,798 (39,913)
Supplies 18,250 19,240 (990)
Chemical 92,340 86,590 5,750
Maintance and repair 62,000 56,329 5,671

Total production 1,040,608$       1,015,535$     25,073$          

Distribution Expense
Fixed costs 638,260$          667,778$        (29,518)$         
Variable costs 18,700 45,390 (26,690)
Supplies 11,400 9,953 1,447
Chemical - 344 (344)
Maintance and repair 114,600 87,140 27,460

Total distribution 782,960$          810,605$        (27,645)$         

Administrative Expense
Fixed costs 176,660$          204,961$        (28,301)$         
Variable costs 64,960 58,039 6,921
Supplies 8,150 5,935 2,215
Chemical - - -
Maintance and repair 6,900 5,255 1,645

Total administrative 256,670$          274,190$        (17,520)$         

Total Expenditures 2,080,238$       2,100,330$     (20,092)$         

Cost of materials sold 14,300 10,591 3,709

Total Disbursments 2,094,538$       2,110,921$     (16,383)$         

Excess of revenue over
budgeted disbursements 30,134$            40,963$          10,829$          
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GLENWOOD MUNICIPAL UTILITIES 
 

NOTES TO BUDGETARY COMPARISON SCHEDULE OF 
REVENUES AND EXPENDITURES-BUDGET TO ACTUAL 

Year Ended June 30, 2013 
 

1. Budgetary reporting 
 

In accordance with the Code of Iowa, the Utility Board adopts a budget following required public 
notice and hearing.  The budget is adopted on an accrual basis. The budget is reviewed by the City 
of Glenwood, but no approval is necessary as the Utility files its own budget with the county. The 
annual budget may be amended during the year utilizing similar statutorily prescribed procedures.  
In 2013, there were budget amendments, and disbursements did exceed the amount budgeted. 
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GLENWOOD MUNICIPAL UTILITIES 
 

SCHEDULE OF WATER EXPENSES PER 1,000 GALLONS OF WATER FINISHED 
For the Years Ended June 30, 2013 and 2012 

 
 

 
Per 1,000 Per 1,000

2013 Gallons 2012 Gallons
Operating Expenses

Salaries 185,043$        0.71         179,196$       0.71            
Employee benefits 101,779 0.39         90,646 0.36            
Contracted services 53,453 0.21         83,892 0.33            
Utilities 74,294 0.29         71,669 0.28            
Chemicals 80,642 0.31         46,853 0.19            
Supplies 19,596 0.08         18,020 0.07            
Computer expense 1,616 0.01         5,278 0.02            
Postage and freight 8,156 0.03         8,078 0.03            
Insurance 22,725 0.09         19,814 0.08            
Repairs and maintenance 80,953 0.31         73,077 0.29            
Legal and accounting 3,138 0.01         7,109 0.03            
Miscellaneous 8,216 0.03         6,556 0.03            
Depreciation 327,403 1.26         312,137 1.24            

Total operating expenses 967,014$        3.72         922,325$       3.65            

Total Gallons Pumped 282,282,000   100% 275,811,000  100%
Total Gallons Finished 259,753,500   92.02% 252,723,500  91.63%

Total Gallons Finished 259,753,500   92.02% 252,723,500  91.63%
Total Gallons Billed and City Use 215,006,684   76.17% 214,742,734  77.86%
Gallons Unaccounted For 44,746,816     15.85% 37,980,766    13.77%
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GLENWOOD MUNICIPAL UTILITIES 
 

SCHEDULE OF SEWER EXPENSES PER 1,000 GALLONS OF WASTEWATER BILLED 
For the Years Ended June 30, 2013 and 2012 

 
 

Per 1,000 Per 1,000
2013 Gallons 2012 Gallons

Operating Expenses
Salaries 233,440$        1.92         222,355$       1.56            
Employee benefits 145,279 1.19         127,108 0.89            
Contracted services 53,901 0.44         23,459 0.16            
Utilities 54,455 0.45         73,231 0.51            
Chemicals 6,295 0.05         2,853 0.02            
Supplies 19,865 0.16         12,851 0.09            
Computer expense 1,616 0.01         4,686 0.03            
Postage and freight 7,090 0.06         8,064 0.06            
Insurance 26,598 0.22         21,642 0.15            
Repairs and maintenance 64,625 0.53         23,747 0.17            
Legal and accounting 3,138 0.03         7,109 0.05            
Miscellaneous 5,756 0.05         6,208 0.04            
Depreciation 481,657 3.96         467,368 3.29            

Total operating expenses 1,103,715$     9.08         1,000,681$    7.04            

Total Gallons
Wastewater Billed 121,577,162   142,208,693  
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GLENWOOD MUNICIPAL UTILITIES 
 

SCHEDULE OF STATISTICAL INFORMATION 
For the Year Ended June 30, 2013  

 
 
 

Description Amount

Water Customers served at June 30, 2013 2,526

Gallons of water pumped during the year
ended June 30, 2013 282,282,000

Gallons of water sold during the year
ended June 30, 2013 215,006,684
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Hamilton Associates, P.C. 
Certified Public Accountants 

 

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” 

 
The Board of Trustees 
Glenwood Municipal Utilities 
Council Bluffs, Iowa 
 
 
We have audited, in accordance with the 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, the financial statements of the business type 
activities of Glenwood Municipal Utilities (Utility) as of and for the year ended June 30, 2013, and have 
issued our report thereon dated January 15, 2014.   
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Utilities’ internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the Utilities’ internal control. Accordingly, we do 
not express an opinion on the effectiveness of the Utilities’ internal control. 
 
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. 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. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we identified a deficiency 
in internal control that we consider to be a material weaknesses, described in Part I of the accompanying 
Schedule of Findings as item I-A-13. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Utilities’ financial statements are free from 
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 noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
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Purpose of this Report  
 
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 entity’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 entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 

 
 
Council Bluffs, Iowa 
January 15, 2014 
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GLENWOOD MUNICIPAL UTILITIES 
 

SCHEDULE OF FINDINGS 
Year Ended June 30, 2013 

 
 
 
I. FINDINGS RELATED TO THE FINACIAL STATEMENTS 

 
INTERNAL CONTROL DEFICIENCIES  

  
  I-A-13 Financial Reporting  
 

Comment- Due to misclassifications of asset and expense items, we recorded numerous 
adjusting journal entries. Adjustments were subsequently made by the Utility to properly 
report the amounts in the Utilities’ financial statements. Additionally, work orders are not 
closed in a timely manner or always recorded in the proper period in which they were 
placed in service. This has also lead to the need for adjustments to the financial 
statements. 
 
Recommendation- Utility should implement procedures to insure that all items classified 
as additions to the work order accounts are properly classified as an addition to the work 
order or as an expense and that the work orders are closed and recorded on a timely 
basis. 
 
Response- Capitalization procedures of the Board and between past auditors and new 
auditors are quite different which affected this audit by using past procedures and 
applying proper definitions and methods by the new auditors. In the future the Utility will 
reclassify its procedures and not include expenses in work orders. This was done in the 
past for the Board to observe complete and actual costs for entire projects even if part 
was expensed at the end. Work orders were not used solely for asset costs. Also, there is 
some discrepancy with when an item was capitalized. The Utility has always looked to 
capitalize when a work order was complete or last expense was paid, not when the unit 
was put into service. It is the Utilities’ intention to capitalize completed work orders in a 
timely manner.  

 
Conclusion- Response accepted. 
 

   INSTANCES OF NON-COMPLIANCE 
   
   No matters were noted. 
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GLENWOOD MUNICIPAL UTILITIES 
 

SCHEDULE OF FINDINGS 
Year Ended June 30, 2013 

 
 

II. OTHER FINDINGS RELATED TO STATUTORY REPORTING 
 
  II-A-13 Certified Budget 
    
   Comment- Disbursements during the year ended June 30, 2013 exceeded the budgeted 

amounts in both the water and sewer funds. Part of the cause for this comes from the 
misclassification of expenses as asset items.  

 
   Recommendation- Develop procedure to insure that all items coded as assets to the work 

order accounts are properly classified as such. Also the budget should be amended in 
sufficient amounts as required by Chapter 384.18 of the Code of Iowa before 
disbursements were allowed to exceed the budget. 

 
   Response- Due to the fact of existing work orders being reclassified as expenses, it was 

unfortunate to exceed the budget which was previously amended in March of 2013. The 
Utility will more closely monitor the work order program and it was never the intent of the 
Utility to exceed the budget without amending. 

 
   Conclusion- Response accepted. 
 
  II-B-13 Questionable Disbursements- No disbursements 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. 

    
  II-C-13 Travel Expense- No expenditures of funds for travel expenses of spouses of Utilities’ 

officials or employees were noted. 
 
  II-D-13 Business Transactions- No transactions with Utility officials or employees were noted. 
   
  II-E-13 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-13 Board Minutes- We noted no transactions that we believe should have been approved in 

the Board minutes but were not. 
   
  II-G-13 Deposits and Investments 
 
   Comment- No resolution was found indicating which financial institutions and the amounts 

able to be deposited into the account was found in relation to Iowa Code 12C.2 
 
   Recommendation- Board develop and pass a resolution in line with the code  
   requirements and review on an annual basis. 
 

Response- A draft resolution will be composed in accordance with the Iowa code for 
annual review and presented to the Board. 

 
   Conclusion- Response accepted. 
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