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Management’s Discussion and Analysis 
 

 

 The Coon Rapids Municipal Utilities, 
“CRMU” provides this narrative overview and 
analysis of the Communications, Electric, 
Natural Gas, Water, and Wastewater Utilities’ 
financial activities based upon currently known 
facts, decisions, and conditions for the fiscal 
year ended June 30, 2016.  This should be read 
in conjunction with the Statement of Net 
Position, the Statement of Revenues, Expenses 
and Changes in Fund Net Position, and the 
Statement of Cash Flows, which follow. 
 The Financial Statements of the Utility report 
information utilizing the accrual method of 
accounting.  The Financial Statements conform 
to accounting principles which are generally 
accepted in the United States of America. 
 The Statement of Net Position provides 
information about the type and amount of 
investments in resources (assets) and the 
obligations to creditors (liabilities), and also 

indicate those restricted by the Board of 
Communications, Electric, Natural Gas, Water, 
and Wastewater Trustees (the Board).  It also 
provides the basis for making a variety of 
financial assessments about the structure, 
liquidity, and financial flexibility of the Utility. 
 The Statement of Revenues, Expenses, and 
Changes in Net Position reports all the revenues 
and expenses for the year, including 
nonoperating revenues and expenses.  This 
statement can be used to determine whether the 
Utility has recovered all of its actual costs 
through rates and other charges. 
 The Statement of Cash Flows reports the 
cash from operating activities, cash from non-
capital financing activities, as well as capital and 
related financing activities, and investing 
activities.  This statement can be used to 
determine the source, use and change in cash.

 

Communications Utility _________________________________________________  
Overview: 
 

 CRMU’s communication utility provides a 
variety of products and services to the Coon 
Rapids community.  Services include telephone, 
long distance, high speed internet, cable 
television, and high definition television.  As the 
industry has become increasingly competitive 
over the years, CRMU has maintained quality 
service at reasonable rates.   
 Over the years, CRMU has increased 
internet bandwidth coming into Coon Rapids, 
allowing our customers to receive speeds up to 
200 Mbps download speed and 30 Mbps upload 
speed.  Additionally, customers in our popular 
“Family Choice Package” receive 30 Mbps 
download / 5 Mbps upload, which has proved to 
be very popular as customers are streaming 
video content and gaming more than ever.   
 This year, CRMU launched more than 15 
new cable channels.  Cable has become 
increasingly challenging as networks join 
together and require cable providers to carry all 
of their channels, while substantially increasing 
rates. 
 The new wireless internet product for rural 
Coon Rapids has been successful and 
customers are appreciative of this new option. 
 

Communications Utility Financial Highlights: 
Dollars in Thousands 
 

  2016 2015 
OPERATING 
 Revenues ........................................... 788 ............. 758 
 Expenses ........................................... 709 ............. 703 
 Operating Income (Loss) ...................... 79 ...............55 
 

NONOPERATING 
 Revenues (Expenses) ............................ 7 ................ 3 
 

 Change in Net Position ...................... 86 ...............58 
 
----------------------------------------------------------------------------------------------------------------------------------------------------------------- 

ASSETS 
 Current ............................................ 1,367 .......... 1,422 
 Capital ................................................ 164 ............. 150 
 Noncurrent Assets .............................. 128 ................ 0 
 Total Assets .................................... 1,659 .......... 1,572 
  

DEFERRED OUTFLOWS ............................ 28 ...............14 
 

Total Assets & Deferred Outflows ........ 1,687 .......... 1,586 
 

LIABILITIES 
 Current ................................................. 46  ..............41 
 Long-term............................................. 81 ...............67 
 Total Liabilities ................................... 127 ............. 108 
  

DEFERRED INFLOWS ................................ 21 ...............26 
 

NET POSITION 
 Net Investment in Capital Assets ........ 164 ...............83 
 Unrestricted ..................................... 1,375 .......... 1,369 
 Total Net Position ............................ 1,539 .......... 1,452   

Total Liab., Def. Inflows & Net Pos. ...... 1,687 .......... 1,586
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Results of Operations: 
(As reported in the Statements of Revenues, Expenses and 
Changes in Fund Net Position) 
 
 Revenue from operations increased almost 
4% (slightly less than $30,000), while total 
operating expenses remained relatively 
unchanged (<1% increase).   
 The primary reason for the increased 
revenue is a cable rate change in May, 2015. 
Due to increasing programming fees, rates were 
increased, which netted an additional $33,000 in 
revenue. Additionally, internet revenue is higher 
(by about $15,000) as a result of customers 
selecting higher speed packages and new rural 
wireless revenue.    Telephone revenues 
declined about $16,000 from decreased CABS, 
long distance, and phone subscribers.  
Expenses, although relatively unchanged 
overall, saw increases among channel 
subscriber fees and uncollectable accounts, 
while purchased internet, operating transfers, 
and utility costs decreased. 
 Interest income increased in 2016 ($3,000).  
In-Lieu-of tax payments and free community 
services totaled $634, compared to $6,763 last 
year. 
 The communications utility ended the year 
with a $86,000 gain, compared to $58,000 in 
2015.   
 

 
 

Communications Utility 
Operating Revenues:  $787,746 

 

 
 

Communications Utility 
Operating Expenses:  $709,052 

 
 

 
Financial Position: 
(As reported on the Statement of Net Position) 
 
 Total assets increased more than 5% in 
fiscal year 2016.  This can be attributed to an 
increase in capital assets (such as cable 
television equipment) and a note receivable to 
the Coon Rapids Development Group.  Total 
liabilities increased almost 18%, primarily 
because of a $14,000 increase in the net 
pension liability, which CRMU will likely never be 
required to pay (see Note 10 of the audit report).  
Total net position increased almost 6%. 
 Capital assets, in the form of utility plant, 
facilities and equipment, account for 10% of total 
assets, while current assets comprise 81% of 
the total assets.  Cash and cash equivalents 
account for more than 79% of total assets.  
These funds are designated for equipment 
replacement, capital improvements, and general 
savings. 
 Revenues were higher than budgeted 
projections by $37,000, and expenses were 
higher than budget by $6,300. 
 

Communication Utility Total Assets:  $1,686,717 
 
 

 
 

Communication Utility Total Liabilities and 
Net Position:  $1,686,717 
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Electric Utility _________________________________________________________  
Overview:
 

CRMU’s electric utility continued to make capital 
improvements in fiscal year 2016.  Over the last 
few years, CRMU has completed a mitigation 
project, which converted distribution overhead 
facilities to underground, upgraded the Neal 4 
power plant with a Scrubber / Bag House 
system, and completed mandatory RICE 
upgrades on our local generation plant.  In 2016, 
CRMU finished an upgrade of electric services 
at the Iron Hills Substation / South Plant, 
upgraded the South Feeder of the distribution 
system, finalized and implemented new arc-flash 
requirements, upgraded services at Upland 
Road and East Main, and installed new 
distribution lines at the new subdivision.  CRMU 
has been able to fund these improvements 
without borrowing money.  CRMU is planning to 
borrow money for a fiber-to-the-home project in 
fiscal year 2017, estimated at a cost of 
$3,000,000. 
 In 2016, CRMU realized a net operating gain 
of $381,000 and a nonoperating gain of almost 
$39,000 for a total gain of $420,000, compared 
to a gain of $346,500 in 2015 (an increase of 
$73,500). 
 
 
 

  

 Electric Utility Financial Highlights: 
Dollars in Thousands 
  2016 2015 
OPERATING 
 Revenues ........................................ 2,604 .......... 2,746 
 Expenses ........................................ 2,223 .......... 2,358 
 Operating Income (Loss) .................... 381 ............. 388 
 

NONOPERATING 
 Revenues (Expenses) .......................... 39 ............ (41) 
 

 Change in Net Position .................... 420 ............. 347 
 
----------------------------------------------------------------------------------------------------------------------------------------------------------------- 

ASSETS 
 Current ............................................ 2,709 .......... 2,224 
 Capital ............................................. 9,821 ........ 10,008 
 Noncurrent ......................................... 233 ............. 141 
 Total Assets .................................. 12,763 ........ 12,373 
  

DEFERRED OUTFLOWS ............................ 68 ...............35 
 

Total Assets & Deferred Outflows ...... 12,831 ........ 12,408 
 

LIABILITIES 
 Current ............................................... 191  ............ 212 
 Long-term........................................... 206 ............. 167 
 Total Liabilities ................................... 397 ............. 379 
  

DEFERRED INFLOWS ................................ 49 ...............64 
 

NET POSITION 
 Net Investment in Capital Assets ..... 9,821 .......... 9,841 
 Restricted ........................................... 382 ............. 377 
 Unrestricted ..................................... 2,182 .......... 1,747 
 Total Net Position .......................... 12,385 ........ 11,965   

Total Liab., Def. Inflows & Net Pos. .... 12,831 ........ 12,408

 
Results of Operations: 
(As reported in the Statements of Revenues, Expenses and 
Changes in Fund Net Position) 
 
 Revenue from operations decreased almost 
$142,000 (-5%). Revenue from sales to 
customers decreased 8%, which correlates 
directly to the 8.5% decrease in kwh sales.  
Resale revenue was relatively unchanged (<1% 
increase).  Resale revenue varies as a result of 
our capacity sharing agreement within NIMECA 
and based on SPP ATRR revenue.  
 Operating expenses decreased more than 
$135,000 (-5.7%).  Purchased energy, gain / 
loss on disposal of asset, and plant / 
transmission operation expenses declined 
compared to fiscal year 2015. Distribution 
operations, administrative / general, customer 
service and depreciation expenses increased.  
Specifically, operation & maintenance expenses 
related to Neal 4 were more than $208,000 
lower than last year (Plant Operations).   
 In-lieu-of tax payments and free community 
services totaled $71,000, compared to $135,700 
last year. 
 

   
Electric Utility Operating Revenues:  $2,603,644 

 

 
 

Electric Utility Operating Expenses:  $2,222,285 
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Financial Position: 
(As reported on the Statement of Net Position) 
 

 Current assets account for 21% of total 
assets.  CRMU has 13.5% of its total assets in 
the form of cash and cash equivalents.  Of this 
amount, the Board of Trustees has allocated 
these funds for designated uses such as capital 
improvement, equipment replacement, 
generation replacement, health fund plan, etc., 
leaving only a small portion of its current assets 
undesignated.   
 Capital assets, in the form of utility plant, 
facilities and equipment, account for 77% of 
CRMU’s total assets.  Noncurrent assets 
account for 2% of total assets.   
 Current liabilities account for 1% of total 
liabilities and net position.  CRMU is now 
required to report a “Net Pension Liability” of 
$206,000 for the electric utility, which CRMU will 
likely never be required to pay (see Note 10 of 
the audit report).  Overall, the net position 
increased $420,000 (3.5%) from last year. 
 Revenues and expenses were lower than 
budget by $62,000 and $302,500, respectively.  
 
 
 

Electric Utility Total Assets:  $12,831,301 
 

 
 

Electric Utility Total Liabilities and 
Net Position:  $12,831,301 

 

 

Natural Gas Utility _____________________________________________________  
Overview: 
 

 Historically, CRMU has experienced volatile 
energy costs.  In efforts to limit exposure to this 
market, CRMU follows a commodity purchasing 
strategy with the goal of forward purchasing 
roughly 50% of its annual requirements prior to 
the winter heating season.  This purchasing 
strategy consists of a mixed portfolio of 
commodity purchases ranging from futures 
contracts, to storage, to fixed monthly and spot 
volume purchases. 
 CRMU also optimizes its storage contract to 
help balance its daily volumes to avoid any 
monthly imbalance penalties from the pipeline. 
 In fiscal year 2016, the average price for the 
natural gas commodity was approximately 
$2.87/Mcf.  CRMU’s natural gas utility 
experienced a challenging year financially 
because of no industrial customer usage (or 
corresponding revenue).  CRMU expects the 
commodity cost to remain relatively stable in the 
near future.  CRMU’s challenge in the future will 
be to maintain reasonable rates if the decreased 
usage continues.  Over time, reserves have 
been used to cover losses, but those have 
steadily declined over the years. 

Natural Gas Utility Financial Highlights: 
Dollars in Thousands 
 

  2016 2015 
OPERATING 
 Revenues ........................................... 430 ............. 533 
 Expenses ........................................... 571 ............. 701 
 Operating Income (Loss) ................. (141) .......... (168) 
 

NONOPERATING 
 Revenues (Expenses) ....................... (88) ............ (37) 
 

 Change in Net Position ................. (229) .......... (205) 
 
----------------------------------------------------------------------------------------------------------------------------------------------------------------- 

ASSETS 
 Current ............................................... 759 .......... 1,127 
 Capital ................................................ 793 ............. 833 
 Noncurrent ......................................... 220 ...............45 
 Total Assets .................................... 1,772 .......... 2,005 
  

DEFERRED OUTFLOWS ............................ 28 ...............14 
 

Total Assets & Deferred Outflows ........ 1,800 .......... 2,019 
 

LIABILITIES 
 Current ................................................. 46  ..............46 
 Long-term............................................. 83 ...............66 
 Total Liabilities ................................... 129 ............. 112 
  

DEFERRED INFLOWS ................................ 19 ...............25 
 

NET POSITION 
 Net Investment in Capital Assets ........ 793 ............. 767 
 Unrestricted ........................................ 859 .......... 1,115 
 Total Net Position ............................ 1,652 .......... 1,882 
Total Liab., Def. Inflows & Net Pos. ...... 1,800 .......... 2,019

Current 
Assets
21%

Capital 
Assets
77%

Noncurrent 
Assets

2%

Deferred 
Outflows

0%

Current 
Liabilities

1%

Net Pension 
Liability 

(Long-Term)
2%

Deferred 
Inflows

0%Net Position
97%



Management’s Discussion and Analysis 
 

- 8 - 
 

Results of Operations: 
 (As reported in the Statements of Revenues, Expenses and 
Changes in Fund Net Position) 
 

 In 2016, CRMU’s natural gas utility 
experienced an operating loss of $141,000, 
compared to a loss of $168,000 in 2015. 
Combined with nonoperating revenues and 
expenses, the utility ended the year with a 
$229,400 loss, compared to a loss of $205,500 
last year.   

In 2016, total operating revenues declined 
more than $102,500 (19%). Total usage billed 
decreased almost 7,000 mcf (12%). Industrial 
usage remained at 0 for the second straight 
year. 
 Total operating expenses decreased 
$130,000 or 18.5%.  This is attributed to 
purchasing less natural gas commodity 
associated with the decreased demand from 
customers, which is designated as “Purchased 
Energy” on the financial statements.  
Additionally, the gas we purchased was at a 
lower cost than last year. Plant operation and 
administrative expenses also decreased.  
Nonoperating expenses increased more than 
137% in 2016, which can be attributed to a 
higher contribution to the City of Coon Rapids 
and the community, which totaled just over 
$96,500 in 2016, compared to $45,000 last year.   

 
Natural Gas Utility Operating Revenues:  $430,666 

 

 
 

Natural Gas Utility Operating Expenses:  $571,413 
 

 
 

 
Financial Position: 
(As reported on the Statement of Net Position) 
  

 Capital assets, in the form of utility plant, 
facilities and equipment, account for 44% of 
CRMU’s total assets, while current assets 
comprise 42% of the total.  Cash and cash 
equivalents account for 37% of total assets.  
Cash decreased $380,000 (37%) from the 
previous year, while noncurrent assets (loan 
receivables) increased almost $175,000.  The 
natural gas utility loaned the Coon Rapids 
Development Group $200,000 for subdivision 
development. 
 CRMU’s current liabilities are primarily 
comprised of payables totaling almost $46,000. 
Total liabilities increased 15% because CRMU is 
now required to report a “Net Pension Liability” 
of $83,000 in the natural gas utility, which 
CRMU will likely never be required to pay (see 
Note 10 of the audit report).   Revenues and 
expenses were lower than budget projections by 
$293,000 and $151,000, respectively. 
 
 
 
 

Natural Gas Utility Total Assets:  $1,800,402 
 

 
  

Natural Gas Utility Total Liabilities and 
Net Position: $1,800,402 
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Water Utility __________________________________________________________  
Overview: 
 
 Protecting and preserving the water quality 
for Coon Rapids is a primary concern of CRMU.  
CRMU has been fortunate through the years 
with an abundant water supply of good quality 
drinking water.  CRMU is also fortunate to have 
four certified operators on staff, while some 
communities struggle to keep one. 
 For the past few years, CRMU has operated 
its water utility with small margins while 
continuing to make much needed and necessary 
system improvements.  The result of these 
activities has put a financial strain on the small 
reserves of the water utility over the years.  
Slowly, reserves are being built back up after the 
rate adjustment in July, 2012. 
 In 2016, the water utility ended with an 
operating gain of almost $6,000, compared to 
almost $8,500 last year.  Sales to customers 
decreased $5,800 (2.7%), which is directly 
associated with an almost 3% decline in 
customer usage.  
 
 
 

Water Utility Financial Highlights: 
Dollars in Thousands 
  2016 2015 

OPERATING 
 Revenues ........................................... 215 ............. 223 
 Expenses ........................................... 209 ............. 215 
 Operating Income (Loss) ........................ 6 ................ 8 
 

NONOPERATING 
 Revenues (Expenses) ......................... (4) .............. (1) 
 

 Change in Net Position ........................ 2 ................ 7 
 
----------------------------------------------------------------------------------------------------------------------------------------------------------------- 

ASSETS 
 Current ............................................... 326 ............. 306 
 Capital ................................................ 316 ............. 341 
 Total Assets ....................................... 642 ............. 647 
  

DEFERRED OUTFLOWS ............................ 19 ...............10 
 

Total Assets & Deferred Outflows ........... 661 ............. 657 
 

LIABILITIES 
 Current ................................................. 18  ..............21 
 Long-term............................................. 55 ...............47 
 Total Liabilities ..................................... 73 ...............68 
  

DEFERRED INFLOWS ................................ 15 ...............18 
 

NET POSITION 
 Net Investment in Capital Assets ........ 316 ............. 295 
 Unrestricted ........................................ 257 ............. 276 
 Total Net Position ............................... 573 ............. 571   

Total Liab., Def. Inflows & Net Pos. ......... 661 ............. 657
 
 
Results of Operations: 
(As reported in the Statements of Revenues, Expenses and 
Changes in Fund Net Position) 
 
 Revenue from operations decreased $8,000 
(more than 3%), which is expected since there 
was a decline in customer usage.  
 Operating expenses decreased $5,750 
(3%).  Plant operations expense declined $8,000 
due to lower utility expense and lower 
production wage expense. Customer service 
expenses also decreased.  Distribution 
operation and administrative / general expenses 
increased. 
 Nonoperating expenses totaled $3,800, 
compared to $1,000 last year. Within 
nonoperating expenses, contributions through 
payment-in-lieu-of-tax and donations to the 
community totaled $4,380 this year, which is 
more than last year’s contribution of $3,775.  
Considering the nonoperating losses, the water 
utility experienced a $2,200 gain in 2016 
compared to a $7,400 gain last year. 
 
 
 
 

Water Utility Operating Revenues:  $215,187 
 
 

 
 

Water Utility Operating Expenses:  $209,177 
 
 

 

$0

$50

$100

$150

$200

$250

$300

2012 2013 2014 2015 2016

Do
lla

rs
 in

 T
ho

us
an

ds
 

$0

$50

$100

$150

$200

$250

$300

2012 2013 2014 2015 2016

D
ol

la
rs

 in
 T

ho
us

an
ds

 



Management’s Discussion and Analysis 
 

- 10 - 
 

Financial Position: 
(As reported on the Statement of Net Position) 
 
 Current assets account for 49% of total 
assets.  CRMU has approximately 42% of its 
total assets in the form of cash and cash 
equivalents.  Of this amount, the Board of 
Trustees has designated uses for all of it.   
 The water utility has no noncurrent assets 
(loan receivables). 
 Capital assets, in the form of utility plant, 
facilities and equipment, account for 48% of 
CRMU’s total assets.  CRMU’s total assets 
decreased $5,000 (less than 1%) in 2016. 
 Total liabilities increased 7% because 
CRMU is now required to report a “Net Pension 
Liability” of $55,000 in the water utility, which 
CRMU will likely never be required to pay (see 
Note 10 of the audit report).  Current liabilities 
account for 3% of total liabilities, net position, 
and deferred inflows. Net position increased 
$2,200 in 2016.   
 Revenues were lower than budget by 
$27,700.  Expenses were lower than budget by 
$17,700.  
 
 

 
Water Utility Total Assets:  $660,948 

 

 
 

Water Utility Total Liabilities and 
Net Position:  $660,948 

 

Wastewater Utility _____________________________________________________  
Overview: 
 
 Last year, the wastewater utility began 
significant and necessary improvements to the 
wastewater lagoons.  Only a portion of the 
$343,000 dredging project was completed in 
2015, while the remainder was completed this 
fiscal year (2016).  CRMU realized an operating 
loss of just over $38,000 in fiscal year 2016.  
Including nonoperating expenses (primarily 
infrastructure donations to the CRDG 
development), the utility ended with a total loss 
of $162,000, compared to a $42,000 loss in 
2015.   
 The loss realized is not unexpected by the 
utility.  The wastewater utility currently has 
reserves in the bank, which have been used to 
offset losses realized over the past several 
years.  These reserves have also been spent 
down as capital improvements have been made. 
Considering the decline in revenues and 
operating losses, a break-even performance will 
be necessary in the future.  
 
 
  
  
 

Wastewater Utility Financial Highlights: 
Dollars in Thousands 
 
  2016 2015 

OPERATING 
 Revenues ........................................... 140 ............. 131 
 Expenses ........................................... 178 ............. 179 
 Operating Income (Loss) ................... (38) ............ (48) 
 

NONOPERATING 
 Revenues (Expenses) ..................... (124) ................ 6 
 

 Change in Net Position ................. (162) ............ (42) 
 
----------------------------------------------------------------------------------------------------------------------------------------------------------------- 

ASSETS 
 Current ............................................... 598 ............. 881 
 Capital ............................................. 1,140 .......... 1,010 
 Total Assets .................................... 1,738 .......... 1,891 
  

DEFERRED OUTFLOWS ............................ 11 ................ 5 
 

Total Assets & Deferred Outflows ........ 1,749 .......... 1,896 
 

LIABILITIES 
 Current ................................................. 11  ............... 5 
 Long-term............................................. 39 ...............24 
 Total Liabilities ..................................... 50 ...............29 
  

DEFERRED INFLOWS .................................. 3 ................ 9 
 

NET POSITION 
 Net Investment in Capital Assets ..... 1,140 ............. 986 
 Unrestricted ........................................ 556 ............. 871 
 Total Net Position ............................ 1,696 .......... 1,858   

Total Liab., Def. Inflows & Net Pos. ...... 1,749 .......... 1,896
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Results of Operations: 
(As reported in the Statements of Revenues, Expenses and 
Changes in Fund Net Position) 
 
 In 2016, the wastewater utility recorded 
$139,958 in revenues.  This is higher by $9,500 
compared to 2015.  Customer usage declined 
2.6% from 2015 to 2016.  A rate adjustment was 
implemented on usage beginning July 1, 2015, 
which explains the increased revenue even 
though usage decreased.  
 Total operating expenses in 2016 declined 
$332 (less than 1%) compared to 2015.  Plant 
operations, customer service, and admin / 
general expenses decreased, while distribution 
operations and depreciation expense increased.  
Plant operation expenses declined due to 
decreased utility costs. 
 Nonoperating expenses increased by almost 
$130,000 in 2016, which is a direct result of free 
service to the community.  The wastewater utility 
donated infrastructure to the Coon Rapids 
Development Group subdivision development. 
In total, payment-in-lieu-of tax payments and 
free service to the community was significantly 
higher at $125,400 this year, compared to $600 
last year.   
 

Wastewater Utility Operating Revenues:  $139,958 
 

 
 

Wastewater Utility Operating Expenses:  $178,272 
 

 
Financial Position: 
(As reported on the Statement of Net Position) 
 
 Capital assets, in the form of utility plant, 
facilities and equipment, account for 65% of 
CRMU’s total assets, while current assets 
account for 34%.   
 The wastewater utility has 33% of its total 
assets in the form of cash, cash equivalents, 
and certificates of deposit.  A portion of this will 
be used for ongoing improvements.  The cash 
position decreased $281,700 (33%) from last 
year due to spending reserves on lagoon 
dredging and operating losses. 
 Total liabilities increased 71% because 
CRMU is now required to report a “Net Pension 
Liability” of $39,000 in the wastewater utility, 
which CRMU will likely never be required to pay 
(see Note 10 of the audit report).   
 Revenues were $7,400 lower than budget, 
and expenses were $115,000 higher than 
budget. 
 
 
 
 
 
 

Wastewater Utility Total Assets:  $1,749,146 
 

 
 

Wastewater Utility Total Liabilities and 
Net Position:  $1,749,146 
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