








   

 
MANAGEMENT’S DISCUSSION 

AND ANALYSIS 
 
 

STOUGHTON UTILITIES 



 STOUGHTON UTILITIES 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS  
December 31, 2009 and 2008 

 

See Independent Auditors’ Report.  Page 2 

The management of the Stoughton Utilities (utilities) offers all persons interested in the financial 
position of the utilities an objective, easy to read overview and analysis of the utilities’ financial 
performance during the years ending December 31, 2009, 2008 and 2007. You are invited to 
read this narrative in conjunction with the utilities’ financial statements. 

 
FINANCIAL HIGHLIGHTS 

 
ELECTRIC: 
 

 Completed renovation of the Utility Administration Building in 2009. 
 

 The electric division’s net assets increased by $609,921 from the prior year. 
 

 Revenues decreased in 2009 by 0.92%. The decrease was due to a drop in sales to large 
power and industrial customers.    

 
 Purchased property in the Town of Rutland to be used for future substation construction. 

The property was later annexed in the City of Stoughton. 
 

 The remaining 1998 electric and water revenue bonds were paid in full in December 
2008.  

 
WATER: 
 

 The utility applied for and was awarded a grant for $630,000 to be used for construction 
of a new water tower on the City’s east side. 
 

 Financed $875,000 of water projects including the water utility portion of the Utility 
Administration Building renovation. 
     

 The water division’s net assets increased by $75,965 from the prior year.  
 

 Revenues from water sales increased by 2.41% in 2009.  An increase in retail rates was 
effective on October 1, 2009.  

 
 Completed electric, water and wastewater distribution system studies in 2009.  The 

results will be used in the utility’s capital improvement and retail rates planning. 
 
WASTEWATER: 
 

 Installed an air blower at the treatment facility to reduce energy costs associated with 
aeration tank operations. 

 The wastewater division’s net assets increased by $563,654 from the prior year. 

 Operating revenue increased slightly in 2009 due to additional industrial customer 
surcharges for treatment of high strength waste.  

 Financed $835,000 of sewer projects including the wastewater utility portion of the Utility 
Administration Building renovation.     
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OVERVIEW OF THE FINANCIAL STATEMENTS 

 
The utilities are self-supporting entities and separate enterprise funds of the City of Stoughton 
(city). The utilities provide electric, water, and wastewater service to properties within the city 
and also provide electric service to the following Townships: Dunkirk, Dunn, Pleasant Springs, Porter and 
Rutland.  
 
The water and electric utilities are managed by a Utility Committee and operate under service 
rules and rates that are established by the Public Service Commission of Wisconsin (PSCW). 
The accounting records are maintained in accordance with the Uniform System of Accounts 
prescribed by the PSCW, and in accordance with the Governmental Accounting Standards 
Board.  
 
The Utility Committee also manages the wastewater utility.  The Utility Committee establishes 
rates and service rules. Accounting records are maintained in accordance with the 
Governmental Accounting Standards Board. 
 
This annual report consists of two parts: Management’s Discussion and Analysis, and the basic 
financial statements, including the independent auditor’s report. 
 
An analysis of the utilities’ financial position begins with a review of the Statement of Net 
Assets, and the Statement of Revenues, Expenses and Changes in Net Assets. These two 
statements report the utilities’ net assets and changes therein. The utilities’ net assets – ‘the 
difference between assets and liabilities’ is key to measuring the financial health of the utilities. 
Over time, increases or decreases in the net asset value are an indicator of whether the 
financial position is improving or deteriorating. However, it should be noted that the financial 
position may also be affected by other non-financial factors, including economic conditions, 
customer growth, climate conditions and new regulations. 
 
 
 
UTILITY FINANCIAL ANALYSIS  

 
The Statement of Net Assets includes all of the utilities’ assets and liabilities and provides 
information about the nature and amount of investments in resources and the obligations to 
creditors. This statement provides the basis for evaluating the capital structure and assessing 
the liquidity and financial flexibility of the utilities.  
 
A summary of the utilities’ Statements of Net Assets is presented below in Tables 1 through 3. 
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
Table 1 

Condensed Statement of Net Assets – Electric Utility 
 

 
 
In 2009, the electric utility net assets increased $609,921, an increase of 4.26%.  
 

2009-2008
2009 200 200 Change

Current and Other Assets 8,884,883$
  

 9,254,386$
 

 10,212,348$  (369,503)$
  
   

 
Capital Assets 15,005,746 

 
 14,568,830 

 
 14,445,491 

 
 

 436,91 
 
 
 
 
 
 
 

 
Total Assets 23,890,629 

 
 23,823,216 

 
 24,657,839 

 
 

 67,413 
 
 
 
 
 
 
 
 
 

 

Long-Term Debt Outstanding 6,630,000 
 
 
 

 7,160,000 
 
 
 

 8,590,000 
 
 
 
 

 (530,000) 
 
 
 
 
 
 

 
Other Liabilities 2,337,956 

 
 
 

 2,350,464 
 
 
 

 2,071,490 
 
 
 
 

 (12,508 
 
 
 
 
 
 
 
 

 
Total Liabilities 8,967,956 

 
 
 

 9,510,464 
 
 
 

 10,661,490 
 
 

 (542,508) 
 
 
 
 
 
 

 

Invested in Capital Assets
     Net of Related Debt 7,851,580 

 
 
 

 6,918,697 
 
 
 

 6,028,664 
 
 
 
 

 932,88 
 
 
 
 
 
 
 

 
       - 1,264,843 

 
 
 

 1,240,815 
 
 
 

 1,559,309 
 
 
 
 

 24,028 
 
 
 
 
 
 
 
 
 

 
       - 5,806,250 

 
 
 

 6,153,240 
 
 
 

 6,408,376 
 
 
 
 

 (346,990) 
 
 
 
 
 
 

 

Total Net 14,922,673$ 14,312,752$ 13,996,349$  609,92$
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
Table 2 

Condensed Statement of Net Assets – Water Utility 
 

 
 
 
In 2009, the water utility net assets increased $75,965, an increase of 0.75%. The water utility 
implemented a rate increase on October 1, 2009. 
 
 

2009-2008
2009 2008 2007 Change

Current and Other Assets 1,659,737$
  

 2,152,463$
 

3,287,571$
  

(492,726$
  
   

 
Capital Assets 10,979,317 

 
 10,495,702 

 
 10,231,467 

 
 

 483,61 
 
 
 
 
 
 
 

 
Total 12,639,054 

 
 12,648,165 

 
 13,519,038 

 
 

 (9,111 
 
 
 
 
 
 
 
 

 

Long-Term Debt Outstanding 2,035,000 
 
 
 

 2,150,000 
 
 
 

2,780,000 
 
 
 
 

(115,000 
 
 
 
 
 
 

 
Other Liabilities 456,16 

 
 
 
 
 
 

 426,23 
 
 
 
 
 
 

 527,77 
 
 
 
 
 
 
 

 29,924 
 
 
 
 
 
 
 
 
 

 
Total Liabilities 2,491,161 

 
 
 

 2,576,237 
 
 
 

3,307,776 
 
 
 
 

(85,076 
 
 
 
 
 
 
 
 

 

Invested in Capital Assets
     Net of Related Debt 8,829,317 

 
 
 

 8,265,702 
 
 
 

7,438,239 
 
 
 
 

563,61 
 
 
 
 
 
 
 

 
       - 342,15 

 
 
 
 
 
 

 314,70 
 
 
 
 
 
 

 518,41 
 
 
 
 
 
 
 

 27,446 
 
 
 
 
 
 
 
 
 

 
       - 976,42 

 
 
 
 
 
 

 1,491,519 
 
 
 

2,254,609 
 
 
 
 

(515,096 
 
 
 
 
 
 

 

Total Net 10,147,893$ 10,071,928$ 10,211,262$  75,965$
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
Table 3 

Condensed Statements of Net Assets – Wastewater Utility 
 
 

2009-2008
2009 2008 2007 Change

Current and Other Assets 3,282,601$   3,481,156$   3,410,387$    (198,555)$    
Capital Assets 15,043,459   14,871,445   14,617,518    172,014       

Total Assets 18,326,060   18,352,601   18,027,905    (26,541)        

Long-Term Debt Outstanding 4,795,455     5,389,112     5,844,893      (593,657)      
Other Liabilities 716,375        712,913        712,652         3,462           

Total Liabilities 5,511,830     6,102,025     6,557,545      (590,195)      

Invested in Capital Assets
     Net of Related Debt 9,654,470     8,906,387     8,218,656      748,083       
       -Restricted 1,217,299     1,146,596     1,024,252      70,703         
       -Unrestricted 1,942,461     2,197,593     2,227,452      (255,132)      

Total Net Assets 12,814,230$ 12,250,576$ 11,470,360$  563,654$      
 
 
In 2009, wastewater net assets increased $563,654 or 4.60%. 
 
 
The restricted portion of net assets includes accounts that are limited by bond covenants. Listed 
below are restricted assets: 
 
 Redemption   –  Used for debt service payments. 
 Reserve    – Used for any deficiencies in the redemption account. 
 Depreciation  –  Used to restore deficiencies in the redemption and reserve accounts, and for 

funding plant replacements. 
 Construction –  Bond issue proceeds used only for the restricted construction project(s).  
 Replacement –  Used for plant replacement. 
  
The specific nature or source of these changes becomes more evident in the Statement of 
Revenues, Expenses and Changes in Net Assets as shown in Tables 4 through 6.  
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UTILITY FINANCIAL ANALYSIS (cont.) 
 
The Statement of Revenues, Expenses, and Changes in Net Assets provides an indication of the 
utilities’ financial health. 
 

Table 4 
Condensed Statement of Revenues, 

Expenses and Changes in Net Assets - 
Electric Utility 

 
2009-2008

2009 2008 2007 Change

Operating Revenues 12,547,681$   12,664,800$    11,986,799$    (117,119)$       
Non-Operating Revenues 369,993          286,012           537,683           83,981            
     Total Revenues 12,917,674     12,950,812      12,524,482      (33,138)           

Depreciation Expense 792,269          772,081           711,395           20,188            
Other Operating Expense 10,927,087     11,006,309      10,486,516      (79,222)           
Non-Operating Expenses 335,160          676,772           417,086           (341,612)         
     Total Expenses 12,054,516     12,455,162      11,614,997      (400,646)         

     Income Before Capital
     Contributions and Transfers 863,158          495,650           909,485           367,508          

Capital Contributions 38,002            93,363             115,582           (55,361)           
Transfers - Tax Equivalent (258,797)         (237,414)         (221,700)          (21,383)           
Transfers  (32,442)           (35,196)           (32,075)            2,754              

Changes in Net Assets 609,921          316,403           771,292           293,518          

Beginning Net Assets 14,312,752     13,996,349      13,225,057      316,403          

Total Net Assets-Ending 14,922,673$   14,312,752$   13,996,349$   609,921$        
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UTILITY FINANCIAL ANALYSIS (cont.) 
 

Table 5 
Condensed Statement of Revenues, 

Expenses and Changes in Net Assets - 
Water Utility 

 
 
 

2009-2008
2009 2008 2007 Change

Operating Revenues 1,320,413$     1,289,936$      1,296,947$      30,477$          
Non-Operating Revenues 134,766          50,641             196,303           84,125            
     Total Revenues 1,455,179       1,340,577        1,493,250        114,602          

Depreciation Expense 321,225          309,071           291,161           12,154            
Other Operating Expense 727,627          750,483           612,436           (22,856)           
Non-Operating Expenses 100,013          348,221           142,464           (248,208)         
     Total Expenses 1,148,865       1,407,775        1,046,061        (258,910)         

     Income Before Capital
     Contributions and Transfers 306,314          (67,198)           447,189           373,512          

Capital Contributions 3,421              148,584           158,107           (145,163)         
Transfers - Tax Equivalent (228,514)         (211,710)         (197,030)          (16,804)           
Transfers  (5,256)             (9,010)             (14,720)            3,754              

Changes in Net Assets 75,965            (139,334)         393,546           215,299          

Beginning Net Assets 10,071,928     10,211,262      9,817,716        (139,334)         

Total Net Assets-Ending 10,147,893$   10,071,928$   10,211,262$   75,965$          
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UTILITY FINANCIAL ANALYSIS (cont.) 
 

Table 6 
Condensed Statement of Revenues, 

Expenses and Changes in Net Assets - 
Wastewater Utility 

 
 

2009-2008
2009 2008 2007 Change

Operating Revenues 2,198,566$        2,183,333$      2,034,414$      15,233$          
Non-Operating Revenues 23,852               140,081           149,704           (116,229)         
     Total Revenues 2,222,418          2,323,414        2,184,118        (100,996)         

Depreciation Expense 636,277             562,817           513,823           73,460            
Other Operating Expense 861,703             867,565           897,266           (5,862)             
Non-Operating Expenses 160,784             176,460           183,049           (15,676)           
     Total Expenses 1,658,764          1,606,842        1,594,138        51,922            

     Income Before Capital
     Contributions and Transfers 563,654             716,572           589,980           (152,918)         

Capital Contributions -                    63,644             100,660           (63,644)           

Changes in Net Assets 563,654             780,216           690,640           (216,562)         

Beginning Net Assets 12,250,576        11,470,360      10,779,720      780,216          

Total Net Assets-Ending 12,814,230$     12,250,576$   11,470,360$   563,654$        
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
 

Comparison of Electric Sales 
 

 

Declining electric sales to large power and industrial customers resulted in a decrease in total 
sales of $100,173, or 0.80% in 2009.  

2009 2008 2007

Residential 6,536,235$          6,435,923$          6,227,932$        
General Service 1,652,891            1,606,318            1,481,687          
Small Power 1,137,138            1,225,980            1,148,879          
Large Power 864,748               897,857               819,176             
Industrial Power 2,100,050            2,234,590            2,079,620          
Public Lighting 129,151               119,718               116,957             

Total Electric Sales 12,420,213$        12,520,386$        11,874,251$      
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UTILITY FINANCIAL ANALYSIS (cont.) 

 

Comparison of Water Sales 
 

 

Sales increased $30,784 or 2.43% in 2009.  A retail rate increase was implemented on October 
1, 2009. 
 

2009 2008 2007

Residential 650,463$             623,952$             644,399$           
Commercial 152,687               144,915               146,394             
Industrial 126,679               130,601               116,465             
Public Authority 15,857                 14,312                 15,237               
Private Fire 19,394                 18,630                 18,480               
Public Fire 333,370               335,256               339,373             
Unmetered -                       -                      996                    

Total Water Sales 1,298,450$          1,267,666$          1,281,344$         
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
Comparison of Wastewater Sales 

 

 

The utility experienced a decline in revenues of $37,383 or 1.74% in 2009. Consumption was 
slightly lower in 2009. 
 

2009 2008 2007

Residential 1,446,074$          1,468,172$          1,462,307$        
Commercial 432,652               434,356               428,139             
Industrial 201,249               215,670               85,475               
Public Authority 30,517                 29,677                 27,231               

Total Wastewater Sales 2,110,492$          2,147,875$          2,003,152$        
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
The Statement of Cash Flows reports the cash provided and used by operating activities, as well 
as other cash sources such as investment income and cash payments for repayment of bonds 
and capital additions. 
 

Table 7 
Condensed Statements of Cash Flows  

Electric Utility 
 

 
 
 
The utility paid for a remodel to the Utility Administration Building from available operating funds.  This 
resulted in a decrease in cash and cash equivalents of $120,306.   
 
 

2009-2008
2009 2008 2007 Change

Cash Flows From:
     Operating activities 1,567,399$ 

  
  

 1,870,692$
 
 
 
 

1,670,213$
 
 
 
 

(303,293)$
 
 
 
 
  

     Non-capital financing activities (272,007) 
 
 
 
 
 
 
 

 (256,896) (241,240) (15,111) 
 
 
 
 
 
 
 
 
 

 
     Capital and related financing
        activities (2,065,190) 

 
 
 
 

 (2,951,964) (2,327,451) 886,774 
 
 
 
 
 
 
 
 

 
     Investing activities 649,492 

 
 
 
 
 
 
 
 

(150,297) (4,059,578) 799,789 
 
 
 
 
 
 
 
 

 

        Net Change in Cash and
           Cash Equivalents (120,306) 

 
 
 
 
 
 
 

 (1,488,465) (4,958,056) 1,368,159 
 
 
 
 
 

 

Cash and Cash Equivalents
   Beginning of Year 2,297,997 

 
 
 
 
 

 3,786,462 8,744,518 (1,488,465) 
 
 
 
 

 

Cash and Cash Equivalents
   End of Year 2,177,691$ 

  
  

 2,297,997$
 
 
 
 

3,786,462$
 
 
 
 

(120,306)$
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
Table 8 

Condensed Statements of Cash Flows - 
Water Utility 

 

 
 
 
The water utility experienced a decrease in cash and cash equivalents of $76,911 in 2009.  The 
decrease was due to the Utility Administration Building remodel which was paid from available 
operating funds. 

2009-2008
2009 2008 2007 Change

Cash Flows From:
     Operating activities 578,298$ 

  
  
  

552,615$
 
 
 
 
 
 
 

755,221$
 
 
 
 
 
 
 

25,683$
 
 
 
 
 
 
 
  

 
     Non-Capital financing activities (214,815) 

 
 
 
 
 
 
 

 (206,040) (199,663) (8,775) 
 
 
 
 
 
 
 
 
 

 
     Capital and related financing
        activities (1,008,698) 

 
 
 
 

 (1,532,522) (1,226,753) 523,824 
 
 
 
 
 
 
 
 

 
     Investing activities 568,304 

 
 
 
 
 
 
 
 

(722,534) (850,218) 1,290,838 
 
 
 
 
 

 

        Net Change in Cash and
           Cash Equivalents (76,911) 

 
 
 
 
 
 
 
 
 

 (1,908,481) (1,521,413) 1,831,570 
 
 
 
 
 

 

Cash and Cash Equivalents
   Beginning of Year 76,911 

 
 
 
 
 
 
 
 
 
 

1,985,392 3,506,805 (1,908,481) 
 
 
 
 

 

Cash and Cash Equivalents
   End of Year        -$ 

 
 
 
 
 

 76,911$
 
 
 
 
 
 
 
 
 

1,985,392$
 
 
 
 

(76,911)$
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
Table 9 

Condensed Statements of Cash Flows - 
Wastewater Utility 

 

 
 
 
The utility experienced a decrease in cash and cash equivalents of $552,786 in 2009.  The 
decrease was due to the Utility Administration Building remodel and the purchase of a long-term 
investment maturing in 2014.   

2009-2008
2009 2008 2007 Change

Cash Flows From:
     Operating activities 1,341,531$ 

  
  

 1,302,723$
 
 
 
 

1,151,081$
 
 
 
 

38,808$
 
 
 
 
 
 
 
  

 
     Capital and related financing
        activities (1,547,719) 

 
 
 
 

 (1,341,679) (1,083,997) (206,040) 
 
 
 
 
 
 
 

     Investing activities (346,598) 
 
 
 
 
 
 
 

 (188,987) 534,842 (157,611) 
 
 
 
 
 
 
 

        Net Change in Cash and
           Cash Equivalents (552,786) 

 
 
 
 
 
 
 

 (227,943) 601,926 (324,843) 
 
 
 
 
 
 
 

Cash and Cash Equivalents
   Beginning of Year 2,419,429 

 
 
 
 
 

 2,647,372 2,045,446 (227,943) 
 
 
 
 
 
 
 

Cash and Cash Equivalents
   End of Year 1,866,643$ 

  
  

 2,419,429$
 
 
 
 

2,647,372$
 
 
 
 

(552,786)$
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
Table 10 

Capital Assets – Electric Utility 
 

 
 

2009-2008
200 200 2007 Chang

Capital Assets 
     Transmission and distribution 20,088,223$ 19,186,513$ 18,633,807$  901,71$

  
  

 
     3,464,187 

 
 
 

 2,861,436 2,678,565 
 
 
 
 

 602,75 
 
 
 
 
 

 
          Total Capital Assets 23,552,410 

 
 22,047,949 21,312,372 

 
 

 1,504,461 
 
 

 

Less:  Accumulated depreciation (8,597,069) 
 
 

 (7,826,300) (7,461,169) 
 
 
 

 (770,769 
 
 
 
 

 
Construction in progress 50,40 

 
 
 
 
 
 
 
 

 347,18 594,28 
 
 
 
 
 
 
 

 (296,776 
 
 
 
 

 

Net Capital Assets 15,005,746$ 14,568,830$ 14,445,491$  436,91$
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
Table 11 

Capital Assets – Water Utility 
 
 

2009-2008
2009 2008 2007 Change

Capital Assets
     Source of supply 575,629$      563,795$      563,795$       11,834$         
     Pumping 1,506,362     1,482,498     1,482,498      23,864           
     Water treatment 90,763          90,763          90,763           -                 
     Transmission and distribution 11,828,361   11,485,289   11,113,008    343,072         
     General 907,307        688,670        656,617         218,637         
          Total Capital Assets 14,908,422   14,311,015   13,906,681    597,407         

Less:  Accumulated depreciation (4,169,917)    (3,824,456)    (4,012,162)     (345,461)        
Construction in progress 240,812        9,143            336,948         231,669         

Net Capital Assets 10,979,317$ 10,495,702$ 10,231,467$ 483,615$       
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UTILITY FINANCIAL ANALYSIS (cont.) 

 
Table 12 

Capital Assets – Wastewater Utility 
 
 

2009-2008
2009 2008 2007 Change

Capital Assets
     Collection system 7,684,151$   7,264,526$   6,929,777$    419,625$       
     Collection system pumping 389,554        387,063        387,063         2,491             
     Treatment and disposal 12,735,749   12,582,116   10,369,729    153,633         
     General 836,829        559,216        454,599         277,613         
          Total Capital Assets 21,646,283   20,792,921   18,141,168    853,362         

Less:  Accumulated depreciation (6,605,232)    (5,970,625)    (5,571,369)     (634,607)        
Construction in progress 2,408            49,149          2,047,719      (46,741)          

Net Capital Assets 15,043,459$ 14,871,445$ 14,617,518$ 172,014$       
 
 
 
LONG-TERM DEBT 

 
As of December 31, 2009, the electric utility had total mortgage revenue bond debt outstanding 
of $7,160,000 payable from and secured by a pledge of income and revenue to be derived from 
the operation of the electric utility. These issues were issued for electric system improvements, 
the construction of new substation, an east substation transformer, and costs associated with 
the implementation of automated meter reading (AMR) 
 
As of December 31, 2009, the water utility had total mortgage revenue bond debt outstanding of 
$2,150,000 payable from and secured by a pledge of income and revenue to be derived from the 
operation of the water utility. These issues were primarily for additions and improvements to the 
water system, street improvement projects, and AMR implementation. 
 
The wastewater utility had $5,389,112 of clean water fund loans outstanding as of December 31, 
2009. These bonds were issued for a series of wastewater treatment plant upgrade and 
expansion projects.  
 
Tables of separate bond issues are included in note 6 of this audit report. 
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CONTACTING UTILITY MANAGEMENT 

 
This financial report is designed to provide our customers, investors and creditors with a general 
overview of the utilities’ finances. If you have questions about this report, or need additional 
financial information, contact the Finance and Administrative Manager, Stoughton Utilities, 600 
South Fourth Street, P.O. Box 383, Stoughton, WI  53589. 
 
General information relating to the Stoughton Utilities can be found at the utilities’ web site at 
www.stoughtonutilities.com.   
 
































































































































