Agenda Item 6

MEMORANDUM

To: Finance, Expenditures and Legal Subcommittee
Subject: FY 2009 Audit

Date: November 5, 2009

From: Carey Fry, District Accountant

Attached is the Draft FY 2009 Audit and Management Letter, prepared by Bland
Associates, for your review,

The draft audit will be discussed at the November 10" FEL meeting. The audit will be
brought back for action at the December 8" FEL meeting and final approval at the
December 10" Board meeting.
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INDEPENDENT AUDITORS’ REPORT ON FINANCIAL STATEMENTS AND
SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

To The Board of Directors
Papio-Missouri River Natural Resources District
Omaha, Nebraska

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of
Papio-Missouri River Natural Resources Disfrict (the District), a political subdivision of the State
of Nebraska, as of and for the year ended June 30, 2009, which collectively comprise the
District’s financial statements as listed in the table of contents. These financial statements are
the responsibility of the District's management. Our respgpsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with auditing
States of America and the standards applicable ¢ cial attits contained in Government
Auditing Standards, issued by the Comptroller G the United States. Those standards
require that we plan and perform the audit imggasonable assurance about whether the
financial statements are free of material mi
basis, evidence supporting the amou
also includes assessing the acco
management, as well as evaluatin
that our audit provides a reasonable

d fostfeés in the financial statements. An audit
rinciples used and significant estimates made by
nancial statement presentation. We believe

In our opinion, the financiafistatemeRts of the District referred to above present fairly, in all
material respects, the respectig finagcial position of the governmental activities, the business-
type acfivities, each major fund,™g e aggregate remaining fund information of the District as
of and for the year ended June 30, 2009 and the respective changes in financial position and
cash flows, where applicable, for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Management's discussion and analysis and the budgetary comparison information are not a
required part of the financial statements but are supplemental information required by
accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplemental information. However,
we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District's financial statements. The accompanying supplemental
information on pages 34 through 47 is presented for purposes of additional analysis and is not a
required part of the financial statements. The accompanying Schedule of Expenditures of
Federal Awards on page 46 is presented for purposes of additional analysis as required by U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governmenis, and
Non-Profit Organizations, and is also not a required part of the financial statements. Such

-




INDEPENDENT AUDITORS’ REPORT ON FINANCIAL STATEMENTS AND
SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)

information has been subjected to the auditing procedures applied in the audit of the financial
statements and, in our opinion, is fairly stated in all material respects in relation to the financial
statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated
October XX, 2009, on our consideration of the District's internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements, and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the resuits of our
audit.

Omaha, Nebraska
October XX, 2009




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

GOVERNMENT-WIDE FINANCIAL STATEMENTS




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

STATEMENT OF NET ASSETS
June 30, 2008

Primary Governmant

EXHIBIT A

ASSETS Governmental Activities Business-Type Activities Total
CURRENT ASSETS
Cash and cash equivalents § 24298075 § 1,412,575 25,711,650
Cash on deposit with Counly Treasurers 322 407 - 322 407
Cartificales of caposil 50,000 B57,689 807,689
Taxes recsivabile 8,548,200 - 8,546,300
Service raceivables 17,081 75,135 92,226
Assessmenls racaivable - 95 g5
Interast receivable 125 8,698 8,824
Papifion Crask Watershad Partnership receivable 87,917 - 87,917
Gue from funding agancy 280,543 - 380,543
Internal kalences 77,188 11,074 88,273
Invenlorias - 54,037 54,037
Total currart assels 233,780,657 2,419,304 35,199,961
NONCURRENT ASSETS
Reslriciad certificates of depusit “ 513,086 513,055
Receivabie from developer ($400,000 non-interest bearing) £80,000 - £80,000
Accrusd interast - receivable from developsr 42,975 “ 42,875
Unamertized discount - raceivabie from developer (42,482) - {42,482)
Capilal assels
iand 26,622,317 3,000 26,625,317
Capital improvaments and infrastruciure 104,077,805 9,452 6803 113,530,608
Buildings and improvements - 4,244 434
Vehicles and equipment 82,289 4,623,870
Accumulated depraciation # 1,460,176} {60,071,061)
Total capitat asssts B.077 916 98,953,168
Talal noricurant assets 8,580,872 80,046,717
11,010,276 126,246,678
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounis payable 36,30 1,148,114
Accrued sataries and payrall withholdings - 18,189
Actrusd expenses 14,943 41,882
Internat balancos 11,074 77,199 85,273
Currant porlicn of leng-term debt - 386,790 360,750
Current portion of accrued compsnsalad abs 262,061 - 262,061
Total curent (ighilities 1,430,056 489,233 1,919,288
LONG-TERM LIABILITIES
Long-term debl, net of current pertion . 4,500,441 4,500,441
Accruad compansated aisences, net of currant partion 322,031 - 323,031
Total long-lerm Fabilities 323,031 4,500,441 4,823,472
Total fiabilities 1,763,087 4,989,674 6,742,761
COMMITMENTS AND CONTINGENCIES - - -
NET ASSETS
investad in capital assets, nat of ralated dabt 80,875,252 3,216,685 84,091,937
Restricted - £13,056 513,056
Unrastrictad 32,608,082 2,280,881 34,898 924
Tolzl net assets 113,483,345 5,020,602 118,503,817
-] 115,236,402 § 11,019,276 126,246,678

The accompanying noles to financial stalemants
ere an integral part of these statemants
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EXHIBIT C
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
BALANCE SHEET - GOVERNNMENTAL FUND
June 30, 2009

ASSETS General Fund
Cash and cash equivalents 3 24,299 075
Cash on deposit with County Treasurers 322,407
Certificates of deposit 50,000
Receivables
Taxes 8,546,300
Services 17,091
Interest 125
Papillion Creek Watershed Partnership 87,917
Due from
Funding agency 380,543
Other funds 77,198
$ 33,780,657
LIABILITIES AND FUND BALANCE
LIABILITIES
Accounts payable 3 1,111,813
Accrued salaries and payroll withho 18,169
Accrued expenses 289,000
Internal balances 11,074
Deferred revenue 3,854,876
Total liabilities 5,284,932
FUND BALANCE
Fund balance
Reserved 248,648
Sinking fund 59,650
Unreserved 28,187,429
Total fund balance 28,495,725
$ 33,780,657

The accompanying notes o financial statements
are an integral part of these statements
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

EXHIBIT C-1

RECONCILIATION OF THE GOVERNMENTAL FUND BALANCE SHEET TO THE STATEMENT OF NET ASSETS

June 30, 2009

Total Fund Balances - Governmental Funds

Amounts reported for governmental activities in the statement of net assets
are diffarant because:

Other long-term assets:

Receivable from developer - Dial Reaity 3 580,000
Unamoriized discount - receivable from developer {42,482)
Agcrued interest receivabie 42975

Capital &ssets used in governmental activities are not financial resources and,
therefora, are not reporied in the fund financial statements:

Land and infrastruciure % 26,622,317
Capital improvements 104,077,805
Buildings and improvemenis 4,244,434
Vehicles and equipment 4,541,581
Accumulated depreciation {58,610,885)

tiabilities which are not due and payable in the current period are not rep:
in the governmental funds:

Compensated absences

Property tax revenues, not collected within 60 days of the fiscal v
financial resources and, therefore, are not reporied in t

Net Assets of Governmental Activities

The accompanying notes to financial statements
are an integral part of these statements

“B-

5 28495725

580,483

80,875,252

(323,031)

3,854 876

§ 113,483,315




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

EXHIBITD

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE -

REVENUES

General administration
Flood prevention

Water quality
Recreation

Forestry and wildlife
Total revenues

EXPENDITURES

Generai administration
Information and education
Floed prevention

Erosion cantrol
Water quality
Recreation

Forestry and wildlife
Indirect cost reimbursement
Cost sharing reimbursement
Capital improvements
Total expenditures

GOVERNMENTAL FUND
Year Ended June 30, 2009

EXCESS OF REVENUES 0OVJ

FUND BALANCE - BEGINNING GEYEAR

FUND BALANCE - END OF YEAR

The accompanying notes to financial statements
are an integral part of these statements

-7-

$ 17,924,004
823,736

53,840

27,943
1,413,412

20,242,935

4,893,195
274,523
4,495,851
1,037,525
925,810
1,344,787
1,993,987
(295,611)
- (20,000)
457 927

15,107,994

5,134,941

23,360,784

$ 28,495,725




EXHIBIT D1

PAPIO-MISSOURI RIVER NATURAL RESCURCES DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE
IN FUND BALANCE - GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES
Year Ended June 30, 2009

Net Change in Fund Balance - Totlal Government Fund $ 5,134,941
Amounts reported for governmental aclivities in the statement of activities are
different because;
Amortization of imputed interest discount on receivable from developer 121,870
Capital outlays are reported as expenditures in governmental funds; however,
in the statement of activities, the cost of capital assels is allocated over their
estimated useful fives as depraciation expense. In the current period, these
amounts are:
Capital outlays and capital asset expenditures:
Land additions 5 317,447
Building, vehicle, equipment, infrastructure, and capital improvement addiif 230,722
Gain on disposal of capital assets 39,855 588,124
Depreciation expense (2,064,469)
Certain ilems reported in the statement of activilies do not require { Lt
financial resources and, therefore, are not reperted as expenditure
governmental funds. These activities consist o
Increase in compensated absences (323,031)
Full accrual accounting records revenues when
revenues that are measurable and available
Difference in property {ax revenue (284,988}

Change in Net Assets of Govern § 3,172,447
foe e e

The accompanying notes to financial statements
are an integral part of these statements
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PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUND
June 30, 2009

EXHIBITH

ASSETS
Cash and cash equivalents 3 317,652
Dues receivable 85,500
$ 383,152
LIABILITIES AND NET ASSETS
LIABILITIES
Reimbursement to City of Omaha 3 275,997
Reimbursement to general fund 87,817
Total liabilities 363,914
NET ASSETS
Restricted 19,238
$ 383,152

The accompanying notes to financial statements
are an integral pari of these statements

-12-




EXHIBITI
PAPIO-MISSCOURI RIVER NATURAL RESOURCES DISTRICT
STATEMENT OF CHANGE IN FIDUCIARY NET ASSETS
FIDUCIARY FUND
Year Ended June 30, 2009

ADDITIONS
Partnership dues $ 222 500
Interest 4,293
Total additions 226,793
DEDUCTIONS
Engineering studies 143,517
Total deductions 143,517
CHANGE IN NET ASSETS 83,276
NET ASSETS (DEFICIT) - BEGINNING OF YEAR (64,038)
NET ASSETS - END OF YEAR $ 19,238

The accompanying notes to financial statements
are an integral part of these statements
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TOQ FINANCIAL STATEMENTS
Year Ended June 30, 2009

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Papio-Missouri River Natural Resources
District (the District) is presented to assist in understanding the District's government-wide and
governmental fund financial statements. These financial statements and notes are
representations of the District's management who is responsible for their integrity and
objectivity. These accounting policies conform to accounting principles generally accepted in
the United States of America and have been consistently applied in the preparation of the
financial statements,

Organization and Principal Activity

ized under the laws of the State of

pment, and management of the
ict participates in jointly funded
sharing arrangements, as the
@st in or responsibility for the

The District is one of 23 natural resource districts orga
Nebraska to aid in the conservation, protection, de
natural resources of the State. Furthermore, the
governmental improvement projects. These projefts are
District does not necessarily retain an ongoin
projects.

Reporting E ntity

ted by Governmental Accounting Standards
al Reporting Entity, and GASB Statement No.
rganizations are Component Units, that define the
consisting of (a} the primary government, (b)
vernment is financially accountable, and (c) other
organizations for which t and significance of their relationship with the primary
government are such that exclugion would cause the reporting entity’s financial statements
to be misleading or incomplete.”

The District follows the standard
Board (GASB) Statement No. 1
39, Determining Whether
financial reporting entity&
organizations for which

The accompanying financial statements inciude the transactions of the District's primary
government and one fiduciary fund. The District has no component units and is not a
component unit of any other governmental entity.

Primary Government
The primary government has a separately elected governing body, is legally separate, and

is fiscally independent of other governments. The primary government of the District
consists of all the organizations that comprise the legal entity.

-14 -




PAPIO-MISSQURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Presentation

Financial Statements

The financial statements of the District include the government-wide and the fund financial
statements. Prior to implementation of GASB Statement No. 34, Basic Financial Statements
- and Management's Discussion and Analysis - for State and Local Governments, the
financial statements emphasized fund types and account groups. In the GASB Statement
No. 34 reporting model, the focus is on the District as a whoie in the government-wide
financial statements, while reporting additional and detailed information about the District's
major governmental funds in the fund financial statement

Government-Wide Financial Statements

net assets and statement of
activities of the primary government.
by taxes and grants from other

The government-wide financial statements (t
activities) report information on all the non-fi
Governmental activities are normally
governments,

Internal activities have been elimig overnment-wide statement of net assets.

In the government-wide stat
activities columns are pregé nsolidated basis by column (individual funds are not
resource measurement focus and accrual basis of
resources of the District, including long-term assets as
orted. Liabilities with maturities greater than one year are

e amount due within one year and that due in more than one

well as long-term debt, are
reported in two components-th
year.

The statement of activities demonstrates the degree to which the direct expenses of a given
function are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function. A function is an assembly of similar activities and may
include portions of a fund or summarize more than one fund to capture the expenses and
program revenues associated with a distinct functionaf activity. These revenues are subject
to externally imposed restrictions to these program uses. Program revenues include
charges for services, which report fees and other charges to users of the District's services,
operating grants and contributions which finance annual operating activities including
restricted investment income, and capital grants and contributions, which fund the
acquisition, construction or rehabilitation of capital assets. Taxes and other items not
properly included among program revenues are reported instead as general revenues.

-15-




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Presentation (Continued)
Fund Financial Statements

Separate financial statements are provided for governmental, proprietary, and fiduciary
funds. Fund financial statements of the reporting entity are organized into funds, each of
which is considered to be a separate accounting entity. Each fund is accounted for by
providing a separate set of self-balancing accounts that constitute its assets, liabilities, fund
equity, revenues, and expenditures/expenses. District resources are allocated to and
accounted for in an individual fund based upon the purposes for which they are spent and
the means by which the spending activities are controlleg. The various funds are grouped
into generic fund types in the government-wide and fi financial statements of this report
as follows;

General Fund

the District. It is used to account for all
aecounted for in another fund.

The general fund is the general oper
financial resources except those requj

Proprietary Funds

unt ior the operation of the District's activities that are
gnner similar to those found in private business
nt of the governing body is that the cost and expense of
providing goods or sery others on a continuing basis be financed or recovered
primarily through sales™§ her forms of user charges. All proprietary funds are
accounted for on an economic resources measurement focus. This means that all
assets and liabilities (whether current or non-current) associated with their activity are
included on their Statement of Net Assets.

Proprietary funds are us
financed and operatgd
enterprises. Genera

The District reports the Dakota County Rural Water Project, the Thurston County Rural
Water Project, and the Washington County Rural Water Projects #1 and #2 as major
proprietary funds presented individually in the financial statements. These funds
account for fees charged for rural water services provided to residents in their respective
counties. The remaining non-major funds are presented in the aggregate to comply with
GASB Statement No. 34,

Fiduciary Fund
The fiduciary fund is used to account for assets held in a trustee capacity. The District is
the administering agent of the Papillion Creek Watershed Partnership (the Partnership).

The Partnership is comprised of focal governments that are wholly or partially in the
Papillion Creek Watershed that have grouped together to fund engineering studies.

-16 -




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Presentation (Continued)

The District complies with the accounting principles generally accepted in the United
States of America. The District applies all relevant GASB Pronouncements.
Proprietary funds apply Financial Accounting Standards Board (FASB)
Pronouncemenis and Accounting Principles Board (APB) opinions issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict GASB
Fronouncements, in which case GASB prevails.

Measurement Focus/Basis of Accounting

d using the economic resources
Revenues are recorded when
d, regardiess of the timing of
ognized in the period levied,

The government-wide financial statements are rep
measurement focus and the accrual basis of accq
earned and expenses are recorded when a liabjlj

related cash flows. Revenues from propert
regardless of when the cash is collected.

Governmental fund financial statements et using the current financial resources
measurement focus and the mo Fbasis of accounting. Revenues are
recognized as soon as they are hd tirable and available. Revenues are considered
to be available when they are ¢ ithth the current period or soon enough thereafter
to pay liabilities of the curre s period, the government considers revenues to
be available if they are in 80 days of the end of the current fiscal period.

a%uisitions under capital leases are reported as other
financing sources. Expend nerally are recorded when a liability is incurred, as under
accrual accounting. Howeverggxpenditures, such as principal and interest on general long-
term debt, and claims and judgments, are recognized under the modified accruai basis of
accounting when the related i ability is due.

The proprietary and fiduciary fund financial statements are accounted for using the
economic resources measurement focus and the accrual basis of accounting. Revenues
are recognized when earned and expenses are recognized when incurred, regardless of the
timing of the related cash flows.

Operating income reported in proprietary fund financial statements includes revenues and
expenses related to the primary continuing operations of the fund. Principal operating
revenues for proprietary funds are charges to customers for sales or services.

Principal operating expenses are the costs of providing goods or services and include
administrative expenses and depreciation of capital assets. Other revenues and expenses
are classified as non-operating in the financial statements.

When both restricted and unrestricted resources are available for use, it is the District's
policy to use restricted resources first, then unrestricted resources as needed.

17 -




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash and Cash Equivalents

For financial reporting purposes, the District classifies all highly liquid investments with
original maturities of three months or less as cash equivalents.

Investments

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools, investments are recorded at fair value which
approximates cost. The District's investment policy allows investment in U.S. government
obligations and short-term interest bearing investments gonsisting of certificates of deposit
and other income producing securities. It is also the Digirict's policy to report interest earned
but not received in a separate account f rom the pring

Taxes Receivable

no allowance for uncollectible taxes is
thin sixty days are considered deferred

Delinquent taxes are considered fully colle tible
considered necessary. Tax amounts not
revenue in the governm ental fund fir

Inventories

isting primarily of maintenance supplies, are stated
e fitst-in, first-out method.

The proprietary funds' mv
at cost. Costis determi

Capital Assets

Capital assets are recorded at cost. Expenditures for major additions and improvements
over $5,000 are capitalized and minor replacements, maintenance, and repairs are charged
to expense accounis as incurred. Interest costs incurred on funds used to construct
property, plant, and equipment are capitalized and recorded as part of the asset to which it
relates and are amortized over the asset's useful life.

When property and equipment are retired or otherwise disposed of, the related cost and
accumulated depreciation of the individual asset are removed from the accounts and any
resulting gain or loss is included in the results of operations for the respective period.
Depreciation is provided over the estimated useful lives of the related assets using the
straight-line method for financial statement purposes. The estimated useful lives for
significant capital asset categories are as follows:

-18-




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Assets (Continued)

Years
Capital improvements and infrastructure 7-100
Buildings and improvements 20-30
Vehicles and equipment 3-10
Water distribution systems 25-50

In the governmental fund financial statements, structural improvements (reservairs, drainage
systems, or any other projects) constructed by the District for any of its purposes are
recorded as expenditures at the time of construction. Major acquisitions of land that may
have a future saleable value associated with projget costs are reported as capital
improvements; land is reported as a current period g mental fund expenditure.

w

its public domain costs,
and drainage systems), and similar

The District, for financial statement purpo
infrastructure costs (such as dams, levees, &
assets. [t is the District's policy to record
tand until the actual infrastructure cons
government-wide financial statements,

equipment purchases are includ Seapi

Compensated Absences

The District's employeesd -
on length of service and“ggtual hairs worked. Annual leave and unused sick pay may be
carried over at year-end days and 180 days, respectively. After one year of
service, employees are entit all accrued vacation leave and 25% of accrued sick leave
upon termination.

Net Assets

Invested in capital assets, net of related debt — This component of net assets consists of
capital assets net of accumulated depreciation and net of outstanding balances of any debts
used to finance those assets,

Restricted net assets — This component of net assets may be used only to finance specific
types of transactions. The governmental fund had no restricted net as sets at June 30, 2008.

Unrestricted net as sets — This component of net assets does not meet the definition of either
net assets invested in capital assets, net of related debt or restricted net assets.

-19-




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Balance

Governmental fund equity is classified as fund balance. Fund balances can be reserved,
unreserved-designated, and unreserved-undesignated. The portion of the fund balance that
has been committed for identified purposes is reserved fund balance.

Property Taxes

Property taxes are levied by the counties on September 20 and are delinquent if not paid by
April 1 and August 22. The seven counties located within the District collect the taxes. The
portion of the property taxes levied by the District is remjtfed from the counties as the taxes
are collected, less a one percent commission. For fis ear 2009, the taxes levied totaled
$16,594,345 at a tax levy rate of 3.3753%.

ent taXes in the various counties is at
wever, the vast majority of delinquent
alled tax certificate sales. In the event
to the County Treasurer within three
take ownership of the property.

The placement of a lien against property with
the discretion of the respective county attorn
property taxes are purchased through tn
the property owner does not pay the pré
years, the holder of the tax certificat

Encumbrances

purchase orders, conifracts, and other commitments
cofded in order to reserve that portion of the applicable
e District.

Encumbrance accounting
for the expenditures of 5 an
appropriation, is not empldyed b

Income Taxes

The District qualifies as a tax-exempt organization under Section 115 of the Internal
Revenue Code. Accordingly, no provision for income taxes is required.

Budgetary Data

The District follows these procedures in establishing the budgetary data reflected in the
financial statements:

a. Formal budgetary integration is employed as a management control device during the

year for the general fund and proprietary funds.
b. The budget is based on the reporting requirements of the State of Nebraska, which

prescribe the cash basis method of reporting. The budget caption, general
administration, includes the District's cash and investments of the preceding year-end.
¢. All annual appropriations lapse at year-end.

-20-




PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Budgetary Data (Continued)

The Statement of Revenues, Expenditures, and Changes in Fund Balances - Actual and
Budget (Budgetary Basis) - Governmental Fund presents comparisons of legally adopted
budgets to actual data prepared in accordance with the accounting basis indicated above.

Once approved by the Board of Directors, the legally adopted budget can be modified only
with the approval of the Board.

Use of Estimates

Brmity with accounting principles
s management to make estimates

Preparing the District's financial statements in co
generally accepted in the United States of America n
and assumptions that affect reported amounts ¢
contingent assets and liabilities at the date dip statements and the reported
amounts of revenues and expenses during th r
from those estimates.

The District is responsible for p; {
the rural water district proprieta & portion of these expenses directly attributable
surcharge to cover administrative costs, is billed
to and reimbursed by iter district. General administration services include
overall District manage lized budgetary formulation and oversight, accounting,
payrall, investing and ca anagement, personnel services, and other general
administration services. Services provided are treated as revenues and expenses in the
respective funds. The actual amount of indirect cost reimbursement received by the District
at June 30, 2008, was $295,611. These reimbursemenis are included as an offset in the

general administration expenses in the Statement of Activities.
Cost Sharing Reimbursements

The District participates in multiple cost sharing agreements with various other governm ental
entities, such as the City of Omaha or other area natural resource districts, on a regular
basis. These agreements provide funding for recreational trails, water drainage systems,
and other improvements that benefit the general public. The District's share of the cost is
stated in each of the cost sharing agreements, most often as a maximum amount to be paid.
The District normally does not retain an interest in the projects, with the city or other
governmental entities providing the routine m aintenance as necessary .
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PAPIO-MISSQURI RIVER NATURAL RESOQURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Economic Dependency

The District receives the majority of its revenues from property tax rates subject to legislative
change and from various grants funded by federal, state, and local governm ents.

NOTE B - DEPOSITS AND INVESTMENTS

Deposits and investments consisted of the following at June 30, 2009;

General Proprietary
Total Fund Funds

UNRESTRICTED AND UNRESERVED:
Cash and cash equivalents
Cash on hand at County Treasurers

$11,441,049 $1,412,575
322,407 -

11,763,456 1,412,575
investments:
Certificates of deposit - 857,689
Total unrestricted and unrese
cash, cash equivalents and '
investments 14,033,720 11,763,456 2,270,264
UNRESTRICTED BUT RESERVEDN
Cash and cash equivale 12,858,026 12,858,026 -
Investments: :
Certificates of deposit 50,000 50,000 -
50,000 50,000 -
Total unrestricted but reserved
cash, cash equivalents and
investments 12,908,026 12,808,026 -
RESTRICTED:
Investments 513,056 - 513,056
Total cash and investments $27,454 802 $24 671,482 $2,783,320

Pooled deposits, consisting of cash and certificates of deposit, as categorized for level of risk,
cannot be reasonably apportioned between the General Fund and the Proprietary Funds.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE B — DEPOSITS AND INVESTMENTS (Continued)

At June 30, 2009, the District's deposits at all financial institutions are fully insured by the
Federal Deposit Insurance Corporation (FDIC) or collateralized by investments held by these
financial institutions. The FDIC insures accounts up to $250,000.

The District's pooled and non-pooled deposits are categorized to give an indication of the level
of risk assumed by the District at June 30, 2009. The categories are described as follows:

Category 1 — Insured or collateralized with securities held by the District or by its agent in
the District's name.

Category 2 — Collateraiized with securities held by the pledging financial institution's trust

department or agent in the District's name.

Category 3 - Uncollateralized

Deposits, categoerized by level of risk, are:

Bank Category Carrying
Balance 2 ) Amount
Pooled deposits
Pooled cash and
certificates of
deposit $26,5% 250,000 $25,786,508 8 - $25,984,114
Non-pooled
deposits
General fund | 50,000 - - 50,000
Proprietary funds 098, 1,075,810 22,255 - 1,097,814
Total deposits $27,184,663 $1,375,810 $25,808,853 $ - $27,131,928

Investments are stated at fair value. For fiscal year 2009, the District invested only in U.S.
Treasury bills, other federal obligations, or certificates of deposits within federally insured banks.
The District records all interest revenue related to investment activities in the respective funds.

NOTE C - RESERVED/RESTRICTED FUNDS

The Board of Directors, by resolution, has established a sinking fund and reserved cash
accounts for various purposes. All of the accounts are fully funded at their required levels at
June 30, 2008. The following is a summary of the reservations placed on cash and investments
for the year ended June 30, 2009:

-23.




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE C ~ RESERVED/RESTRICTED FUNDS (Continued)

Sinking fund:

Reserved Ceriificates of Deposit 3 50,000
Unrestricted But Reserved Cash Accounts;

The Board of Directors, by resolution and in accordance with the
Interlocal Cooperation Act Agreemeni, has reserved funds to
reimburse parties to this agreement that incurred costs as a result of
the removal of ice jams. 109,707

The Board of Directors, by resolution, has establisheg the Flood

control and water quality projects and practicag 12 748.319

12,908,026
(12,858,026)

Total reserves
Less unrestricted but reserved cash

Total general fund unrestricted but r d invgstments 3 50,000

NOTE D~ INTERNAL BALA RFUND PAYABLES AND RECEIVABLES

reported as "due to/due from other funds” include
outstanding charges by one 46 another for services, goods, or other miscellaneous
receivables/payables between ds. Balances outstanding between the governmental
activities and business-type activities are reported in the government-wide financial statements
as “internal balances.” Interfund balances at June 30, 2009, consisted of the following individual
fund receivables and payables:

Outstanding balances be

Due to Due from Amount
General Fund Thurston County Rural Water $§ 6,494
General Fund Washington Co. Rural Water #1 31,915
General Fund Dakota County Rural Water 29,329
General Fund Washington Co, Rural Water #2 9,461
$ 77,199

-24 -




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE E —~ DUE TO/FROM FUNDING AGENCIES

Revenue from governmental grants and contracts are recognized as earned when all applicable
eligibility requirements are met. Funds received from the various agencies less than or greater
than the expenditures of the program are recorded as assets or liabilities, respectively. At June
30, 2009, $372,021 was due from funding agencies.

Interest on these funds is reported as District earnings, with earnings on the reserved cash
accounts atiributed to specific projects. '

Proprietary Sinking Funds:

In compliance with loan covenants for the notes described in Note G, the Proprietary Funds
have restricted $513,056 for the issues listed below:

Issue Amount
Washington County Rural Water #1 $ 37,000
Thurston County Rural Water 48,431
Dakota County Rural Water 72,500
Washington County Rural Water #2 340,000
Total reserve requirement $ 497,931

NOTE F - RECEIVABLE FROMEB

t with a property developer whereby the District sold
approximately 4 acres of lan eveloper for $604,000 in March of 2006. Terms of the
agreement called for a cash down payment of $24,000, a 7.5% interest bearing note in the
amount of $140,000 due, with accrued interest, in March 2011, and a non-interest bearing note
in the amount of $400,000 also due in March 2011. Accounting principles generally accepted in
the United States of America require the imputation of interest when a long-term note bears no
interest. Accordingly, the non-interest bearing note has been discounted to its present value in
the accompanying financial statements.

The District entered into a

NOTE G — CAPITAL ASSETS

The following is a summary of the capital assets of the General Fund under the full accrual basis of
accounting. In the government-wide financial statements, these amounts are included in the
Statement of Net Assets. These amounts are not reported in the governmental fund financial

statements.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE G — CAPITAL ASSETS (Continued)

Balance Balance
June 30, 2008 Additions Deletions June 30, 2008
Not Depreciated
Land $ 26,304,869 5 317,448 $ - $ 26622317
Depreciated
Capital
improvements
and infrastructure 104,077,805 - - 104,077,805
Buildings and
improvements 4,125,931 118,503 - 4,244 434
Vehicles and
egquipment 4,507,734 112,21 {78,371) 4,541,582
112,711,470 (78,371) 112,863,821
Less accumulated .
depreciation {56,617,504) 71,088 (58,610,885)
56,093,966 {7,282) 54,252,935
16,030) $ {7,282) $ 80,875,252
The General Fund allocated xpense in the government-wide financial statements

General admifjg $ 159,768
Recreation ' 232,739
Flood control 1,465,253
Unallocated depreciation 206,709
Total depreciation expense 3 2,064 469
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE G - CAPITAL ASSETS (Continued)

The following is a summary of the capital assets of the Proprietary Funds:

Balance Balance
June 30, 2008 Additions Deletions June 30, 2009
Not Depreciated
Land 3 3,000 3 - $ - $ 3,000
Depreciated
Capital
improvements and
infrastructure 9,373,051 - 9,452,803
Vehicles and
equipment 52,883 82,289
9,425,934 - 9,538,082
Less accumulated
depreciation 1,354,546 ) - {1,460,176)
3,528 - 8,074,816
3,528 3 - $ 8,077,918

NOTE H ~ LONG-TERM LIA
Long-Term Debt
The following is @ summary of the long-term debt for the year ended June 30, 2008. In the

government-wide financial statements, this amount is included in the Statement of Net Assets.
This amount is not reported in the governmental fund statements.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE H - LONG-TERM LIABILITIES (Continued)

Proprietary Fund Long-Term Debt:

Due Principal Payment Interest Principal
Fund Series Date Pavable Ranges Rates Balance
$35,000 to
Washington Rural Water #1 2003 April, 2013 Annual $45,000 3.36% % 165,000
Semi- $70,000 to
Washington Rural Water #2 2006 June, 2022 Annual $148,000 4.25% 2,775,000
Semi- $104,000 to
Washington Rural Water #2 2006 June, 2011 Annual $126,000 4.65% 1,150,000
$65,000 to
Dakota Rural Water 2003 April, 2013 $85,000 3.36% 320,000
11,000 to
Thurston Rural Water 1982 DCac, 2022 ,000 5.00% 244 495
$3,000 to
Thurston Rurat Water 1993 Feb, 2 $15,000 5.63% 206,736
Total Long-Term Debt 4,861,231
Less portion due within one year 360.790
Leng-term portion $ 4.500.441
The change in long-term liabi e year ended June 30, 2008 was as follows:
Governmental-type Beginnin Ending Due Within
Activity: Balance Additions Reductions Balance Cne Year
Compensated
Absences $ 262061 $ 323031 3 - $ 585.092 § 262081
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE H - LONG-TERM LIABILITIES (Continued)

Beginning Ending Due Within
Business-type Activities: Balance Additions Reductions Balancs One Year
Notes Payable:
Ameritas Investments $ 390,000 5 - $ 70,000 $ 320,000 % 76,365
Ameritas Investments 200,000 - 35,000 165,000 39,375
Fremont National 3,000,000 - 225,000 2,775,000 225,000
Fremant National 1,150,000 - ; 1,150,000 ;
Capmark Finance 257,849 - 13,453 244,496 11,205
Rural Economic and
Community
Development 211.057 - 206,735 B.845
Business-type Activities
Long-Term Liabilities $5,209.006 i3 - $4,861.231 $ 360790

The annual principal and interest requirements

2009 are as follows:

:ﬁg{gsg) General Fund ry Funds Total
June 30, Principal intere Interest Principal Interest
2010 $ - $ 360,790 $ 213,515 $ 360,790 $ 213,515
2011 - 1,610,088 204,924 1,610,088 204,924
2011 - 380,000 138,704 380,000 136,704
2013 - 380,097 121,646 380,097 121,646
2014 - 263,804 106,137 263,804 106,137
2015-2018 - - 1,035,061 374,784 1,035,061 374,784
2020-2024 - - 823,118 121,238 823,119 121,238
2025-2029 - - 53,367 25,457 53,367 25,457
2030-2033 - - 54,905 8,153 54,905 B.153
3 - 3 - $ 4,861,231 $1,312,558 $ 4,861,231 $1,312,558
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS {Continued)
Year Ended June 30, 2009

NCTE | - ACCUMULATED UNPAID ANNUAL LEAVE AND SICK PAY

The estimated current portion of the liability for vested vacation benefits and sick leave is
$211,472 and $50,588 at June 30, 2009, respectively. These amounts are recorded as
expenditures and liabilities in the General Fund in both the government-wide and fund financial
statements. The long-term portion is $73,438 and $249,593, respectively, at June 30, 2009.
These amounts are recorded as non-current liabilities in the government-wide Statement of Net
Assets and are not recorded in the governmental fund financial statements. The amount of
unvested sick leave benefits payable amounts to $900,546 at June 30, 2009, and is not
reported as an expenditure or liability in any of the District’s June 30, 2009, financial statements.

NOTE J - OPERATING LEASE

machines in February 2007. The
-month lease, as well as a charge
frict's operating lease expense
vpayments,

The District entered into a leasing agreement for two co
District pays $705 per month plus applicable taxes for
per copy that is paid quarterly. During fiscal year 2009, the
was $8,458. Following is a schedule of the future

Year ending June 30 Amount
2010 $ 8,458
8,458
5,636
3 22,552

All of the District's eligible emp s participate in the Nebraska Association of Resources
Districts Employees' Governmental Retirement Plan, a statewide multiple-employer retirement
system covering all eligible employees of Natural Resources Districts within the State of
Nebraska.

All employees who are employed for a minimum of six months, are regularly scheduled to work
at least thirty-seven and one-half hours per week, and are age nineteen or older are eligible to
participate in the State retirement plan. The District requires all full-ime employees to
participate. Participants become fully vested after five years, which is applicable only to the
empioyer's contribution,

Plan participants are required to contribute 5.5% of their compensation each pay period, and the
District is required to contribute 6.0% of the employee’s compensation for each pay period. The
District's contributions for the year ended June 30, 2009, were $147,535, the required
contribution.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2009

NOTE L ~ COMMITMENTS AND CONTINGENCIES

The District has committed future funds fo several ongoing and new projects and cost share
agreements. Since the future expenditures will be included in the District's future budgets and
are part of the District's function, these commitments have not been recorded in the District's
financial statements.

The District engages in land development projects and occasionally invokes eminent domain to
acquire the required land to undertake the project. The value of the land acquired by the District
when eminent domain is invoked is determined by either a board of appraisers in the affecied
county, or through the judiciary. The amount of payments that may be required for land, if any,
is unknown at June 30, 2008,

grant and contract programs that
ntitlement to these resources is

The District participates in various federal and state assi
are subject to review and audit by the grantor agen
generally conditional upon compliance with the ter
applicable federal and state regulations, inciudin penditdre of resources for allowable

‘federal or state audit may become a

to the District, but which will only b en one or more future events occur or fail to
occur. The District's managem counsel assess such contingent liabilities, and
ercise of judgment. [n assessing loss contingencies
g against the District or unasserted claims that may
e, Distrigt's legal counsel evaluates the perceived merits of any
legal proceedings or unasserted<glgims as well as the perceived merits of the amount of relief
sought or expected to be sought therein. At June 30, 2009, a reasonable estimate could not be
determined for any potential loss contingencies.

result in such proceedings,

NOTE M~ TOTAL COLUMNS ON COMBINED AND COMBINING STATEMENTS

The governmental fund total columns on the combined and combining statements, Exhibits E, F,
G, K, and L, are captioned “memo only" or "memorandum only" to indicate that they are
presented only to facilitate financial analysis. Data in these columns do not present financial
position, results of operations, or cash flows in conformity with accounting principles generally
accepted in the United States of America, nor is such data comparable to a consolidation.
Interfund eliminations have not been made in the aggregation of this data on the fund financial
statements, but have been made on the government-wide financial statements.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATENMENTS (Continued)
Year Ended June 30, 2009

NOTE N — FIDUCIARY FUND: PAPILLION CREEK WATERSHED PARTNERSHIP

The Papillion Creek Watershed Partnership (PCWP) was created in 2001 through an inter-local
agreement to proactively deal with the demands on the Papillion Creek drainage area and io
develop an implementation plan that addresses solutions to water quantity and quality
problems.

The Papillion Creek Watershed consists of the land area that conveys water to the Missouri
River.

The PCWP is comprised of 9 local governments that are wholly or partially in the Papillion
Creek Watershed. These local governments fund engineering studies, but do not do any actual
construction projects. The District is the administering agent
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EXHIBIT J
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANGE - ACTUAL AND BUDGET
{BUDGETARY BASIS) - GOVERNMENTAL FUND
Yoar Ended June 30, 2008

Varlance
Budgat Faverahlo
Actuat Criginal Final {Unfavorabla)
REVENUES

Genaral administralion 5 13,128,844 & 17,412,048 S 17.412,048 3 (4282404
Fiood preventisn 633,370 5,523,889 6,623,989 (5,890,619}
Water quality 53,840 300,000 300,000 (246,160}
Racrealicn 27,943 3,579,750 3,678,750 (3,95%,807)
Forestry and wildlife 1.413.412 1,056,000 1.056,000 357,412

Tolal revenues 15,258,209 29,371,787 25,371,787 {14,113,578)

EXPENDITURES

Geanaral administration 3,451,364 4,608,014 4,608,014 1,156,650
Informaticn and education 274,523 177174 177,174 197,349)
Fiood pravaniion 4,495,851 12,801,253 12,801,253 8305402
Erosicn condrol 1,037,525 1,170,535 1,170,535 133,010
Water guality 925,810 974,208 974,288 48,488
Racraalion 1,344,787 1,574,170 1,574,170 220,383
Faresiry and wildlife 1,983,987 1,314,822 1,314,822 {675,065)
indfiract cost reimbursament (285,6¢1) {213,500) (213,500} B2,111
Cost sharing reimbursemant {20,000) : {220,000) (200,000}
Capital improvements 457,937 4,380,745 3,822,818

Total expendituras 13,666,163 26,567 61% 12,801,448

EXCESS OF REVENUES OVER (UNDER) EXPENDITURES

{BUDGETARY BASIS) AND OTHER SOURCES $ 2804176 § (t,212,130}

ARJUSTHMENTS REQUIRED UNDER ACCOUNTING
PRINCIPLES GENERALLY ACCEPTED IN THE
UNITED STATES OF AMERICA

To adjust revenues for aceruals
To adjust expanditures for accruals

{US GAAP BASIS) AND OTHER SOURCES

FUND BALANCE - BEGINNING OF YEAR

FUND BALANGE - END OF YEAR 28,495,725

Tha accampanying notes io budgetary comparison schadule
is an integral part of this slalement.
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EXHIBIT K
PAPIO-MISSOQURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO BUDGETARY COMPARISON SCHEDULE
Year Ended June 30, 2009

NOTE A - BUDGETS AND BUDGETARY ACCOUNTING

The District follows these procedures in establishing the budgetary data reflected in the required
supplemental information in accordance with the statutory requirements of the Nebraska Budget

Act:

On or before August 1, District management prepares and transmits a budget for each
District fund showing the projected requirements, outstanding warrants, operating reserve,
cash on hand at the close of the preceding fiscal year, projected revenue collected from
sources other than property tax and amount to be raised by property taxation. At least one
public hearing must be held by the District's Board of Directors.

the Board of Directors and the

On or before September 20, the budget is adopted«t
dved by the Board of Directors, the

amounts provided therein are appropriated. Once 3
legally adopted budget can be modified only with tlfe

unts between departments within any
in accounts to exceed 110% of their
hte justification for doing so before the

The District Board is authorized to transfer budge
fund through resolution. The Board may
budgeted amount if District personnel provid
expenditures occur,

NOTE B -~ BAS!IS OF ACCOUNTI

The accompanying budgetay

son schedule i{s presented on the cash basis of
accounting.

NOTE C - BUDGET LAW
The District is required by state law to hold public hearings and adopt annual budgets for all
funds on the cash basis of accounting. Total expenditures for each fund may not exceed the

total budgeted expenditures. Any revisions to the adopted budget of total expend:tures to any
fund require a public hearing.
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EXHIBIT L.
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
STATEMENT OF FUNCTIONAL REVENLUES, EXPENDITURES, AND CHANGE
IN FUND BALANCE - GOVERNMENTAL FUND
Year Ended June 30, 2009

REVENUES
Property tax 3 16,879,336
State and agency grants 1,818,142
Federal grants 1,405,282
Sales 5,025
Rental income 175,999
Interest income 259,332
Miscellaneous 299,521
Total revenuas 20,842 637
EXPENDITURES
Project construction and land 3,447,966
Personnel 2622373
Special projects 1,863,162
Professional services 2,062,322
Conservation assistance program 724,780
Employee benefits 862,808
Contract works 1,832,155
Repairs and maintenance 426,665
Payroll taxes 199,425
Project operation and maintenance 155,184
Fees 179,306
Project legal costs 244 665
Insurance 146,387
Telephone, utilities, and rent 136,735
Vehicle expense 131,224
Information and education 191,170
Printing and publications 117,074
Board of directors 65,697
Supplies and postage 47,999
Travel 899,714
Bonds and amortization 2,248
Miscellaneous 187,445
Indirect cost reimbursement {295,611)
Cost sharing reimbursement (20,000)
Capital improvements
Machinery and equipment 233,830
Vehicles 42,873
Total expenditures 15,707,696
EXCESS OF REVENUES OVER EXPENDITURES 5,134,941
FUND BALANGE - BEGINNING OF YEAR 23,360,784
FUND BALANCE - END OF YEAR $ 28,495,725
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EXHIBIT P
PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
SCHEDULE OF INVESTMENTS - GOVERNMENTAL FUND
June 30, 2009

Cost Interest Rate
General fund
Certificates of deposit
Great Western Bank 5 50,000 1.55%
General fund - unrestricted but reserved investments $ 50,000
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EXHIBIT Q
PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
SCHEDULE OF INVESTMENTS - PROPRIETARY FUNDS
June 30, 2009

Cost Interest Rate
Proprietary funds
Certificates of deposit
Dakota County
American National Bank $ 100,000 0.64%
Bank of the West 100,000 2.46%
Northwest Bank 100,000 1.75%
Nebraska-lowa State Bank 66,000 2.50%
Siouxland National Bank 100,000 2.48%
TierOne Bank 100,022 2.25%
566,022
Washington County #1
American National Bank 113,689 1.88%
Centennial Bank 100,000 1.99%
Team Bank 75,079 2.20%
Wells Fargo 112,389 1.37%
401,167
Washington County #2
Wells Fargo 340,000 0.60%
340,000
Thurston County
American National Bank 7,439 2.12%
American National Bank 51,117 2.22%
Centennial Bank 5,000 ' 1.58%
63,556
1,370,745
Less unrestricted portion (857,689)
Proprietary funds - restricted certificates of deposit $ 513,056
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EXHIBITR
PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
SCHEDULE OF INSURANCE POLICIES AND BONDS
June 30, 2009

SCHEDULED PROPERTY FLOATER AND EQUIPMENT

Covering property, vehicle, and equipment; total limit $10,918,572; deductible/$5,000:
Flood coveragef$1,000,000 with deductible/$5,000; Earthquake and earth movement
limit/$1,000,000 with deductible/$5,000.

GENERAL LIABILITY

Medical payments/$10,000; Personal injury and advertising injury/$1,000,000; Wrongful
acts/$1,000,000 with deductible/$10,000; Employee benefits liability/$1,000,000;
Professional liability/$1,000,000; Employment-related practices injury/$1,000,000 with
deductible/$10,000; Damage to premises rented ou/$1,000,000; bodily injury and
property damage $1,000,000 per occurr ence, $3,00@:000 ag gregate.

COMMERCIAL AUTOMOBILE

Each accident/$1,000,000; Medical paym 115/55,000; Uninsured and underinsured

motorists/$1,000,000; Collision deduch
WORKERS’ COMPENSATION

Bodily injury by accident/$5 dily injury by disease/$500,000.
EMPLOYEE DISHONEST

Public employees/$100; h the exception of one $15,000 Notary Bond.

Forgery/$250,000 with dedctibiel$500; Computer fraud/$100,000 with deductible/$500;
Theft, disappearance, and destruction/ $250,000 with deductible/$500.

COMMERCIAL UMBRELLA POLICY

Combined bodily injury and property damage/$10,000,000.
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EXHIBIT S
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF TAXES RECEIVABL.E - GOVERNMENTAL FUND
June 30, 2009

COUNTY

Douglas 3 4,854,703
Sarpy 2,830,293
Washington 408,884
Dakota 356,162
Burt 53,385
Thurston 42,477
Dodge 386

$ 8,546,300
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EXHIBITT
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF CASH ON DEPOSIT WITH COUNTY TREASURERS
June 30, 2009

GENERAL FUND
Douglas 3 238,900
Sarpy 58,042
Washington 12,181
Dakota 4,759
Burt 6,253
Thurston 355
Dodge 1,017

$ 322,407

- 45.




EXHBITU
PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
INFORMATION REQUIRED BY SECTION 2-3223, N.R.S - 1943
Year Ended June 30, 2009

Gross income from all sources 3 21,440,139

Amount expended for

Maintenance $ 485,325
Improvements and other such programs 2,237,942
3 2,723,267

Amount of depreciation on property during previous year $ 2,183,427

Number of employees as of June 30, 2009 58
(Gross salaries % 3,146,686
Less amount reimbursed by projects (295,611)
Net salaries paid to employees $ 2,851,075
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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EXHIBIT W
PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2009

NOTE A — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of Papio-Missouri River Natural Resources District and is presented on the accrual basis
of accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of the financial statements.

For the year ended June 30, 2009, the District exceeded the $500,000 expenditure threshold,
which requires additional audit procedures and reporting in accordance with OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organiz ations.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND CN COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS




INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Board of Directors
Papio-Missouri River Natural Resources District
Omaha, Nebraska

ntal activities, the business-type
information of the Papio-Missouri
year ended June 30, 2009, which
In the table of contents, and
e conducted our audit in accordance
States of America and the standards
nt Auditing Standards, issued by the

We have audited the financial statements of the govern
activities, each major fund, and the aggregate remaining
River Natural Resources District (the Dlstnct) as of and ,
collectively comprise the District's fina
have issued our report thereon dated O
with auditing standards generally accepted in the
applicable o financial audits contained in
Comptroller General of the United States.

internal Control Over Financial Rep

dered the District’s internal control over financial
iting procedures for the purpose of expressing our
t for the purpose of expressing an opinion on the
ema ontrol over financial reporting. Accordingly, we do not
ss of the District's internal control over financial reporting.

In planning and performing our
reporting as a basis for desi
opinion on the financial sta
effectiveness of the District
express an opinion on the ef fectiv

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with
accounting principles generally accepted in the United States of America such that there is more
than a remote likelihood that a misstatement of an entity’s financial statements that is more than
inconsequential will not be prevented or detecte d by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that

results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL
CONTROL OVER FINANGIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS {Continued)

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether thg District's financial statements are
free of material misstatement, we performed tests of District's compliance with certain
provisions of laws, reguiations, contracts, and grant nts, noncompliance with which
could have a direct and material effect on the deterf financial statement amounts.
However, providing an opinion on compliance wit s was not an objective of our
audit and, accordingly, we do not express such an . The results of our tests disclosed no
instances of noncompliance that are requj eported under Government Auditing
Standards.

ontrol over financial reporting that we have
e letter dated October XX, 2009.

We noted other matters invalving
reported to the District's managemse

information and use of the Board of Directors,
ding dgencies and is not intended to be and should not be used
rties.

This report is intended so
managemaent, and federal a
by anyone other than these spegifie

Omaha, Nebraska
October XX, 2009
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors

Papio-Missouri River Natural Resources D istrict
Ornaha, Nebraska

Compliance

r Natural Resources District (the
in the U.S. Office of Management
t are applicabie to its major
t's major federal program is
e accompanying Schedule of Findings
nts of laws, regulations, contracts, and

We have audited the compliance of the Papio-Missouri
District) with the types of compliance requirements desg
and Budget (OMB} Circular A-133 Compliance S$ﬁlemen
federal program for the year ended June 30, 2

identified in the summary of auditors’ results secti
and Questioned Costs. Compliance with the,
grants applicable to its major federal and s §
management. Our responsibility is to pinidn on the District's compliance based on
our audit.

We conducted our audit of
accepted in the United States
in Government Auditing Sta

wthe standards applicable to financial audits contained
ed"by the Comptroller General of the United States; and
OMB Circular A-133, Audi s, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circli -133 require that we plan and perform the audit to obtain
reasonable assurance about whetfier noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the District's compliance
with those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination of the District's compliance with those
requirements.

In our opinion, the District complied, in all material respects, with the requirements referred to
above that are applicable to its major federal program for the year ended June 30, 2009.

Internal Controi Over Compliance

The management of the District is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal and state programs. In planning and performing our audit, we considered
the District's internal control over compliance with these requirements that could have a direct
and material effect on a major federal program in order to determine our auditing procedures for
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR
A-133 (Continued)

the purpose of expressing our opinion on compliance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the ef fectiveness of the District's internal control over compliance

A control deficiency in the District’s internal control over compliance 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 noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the District's
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of# federal program that is more than
inconsequential will not be prevented or detecte d by the Bus internal control.

ompination™6f significant deficiencies, that
compliance with a type of compliance
or detected by the entity’'s internal

A material weakness is a significant deficiency,
results in more than a remote likelihood that mate
requirement of a federal program will not
control.

nce was for the limited purpose described in
ecessarily identify all deficiencies in internal
material weaknesses. We did not identify any
jance that we consider to be significant deficiencies or

Our consideration of internal control
the first paragraph of this section a

control that might be significan (
deficiencies in internal contro
material weaknesses, as de

We noted matters involving th tem of internal control and its operation that we have
reported to the management of the Papio-Missouri River Natural Resources District in a
separaie letter dated October XX, 2009.

This report is intended solely for the information and use of the Board of Directors,

management, and federal awarding agencies and is not intended to be and should not be used
by anyone other than these specified parties,

Omaha, Nebraska
QOctober XX, 2009
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EXHIBIT X

PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2009

A. SUMMARY OF AUDIT FINDINGS

1.

The Independent Auditors’ Report on Financial Statements and Supplemental
Schedule of Expenditures of Federal Awards dated October XX, 2009, expresses an
unqualified opinion on the respective financial position of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund
information of Papio-Missouri River Natural Resources Dis trict.

No significant deficiencies were found during the audit of the financial statements.

ancial statements were disciosed
Auditing Standards,

No instances of noncompliance material to the
during the audit in accordance with Governme

No significant deficiencies in internal ¢ jor programs were disclosed

during the audit of major federal award

iance with Requirements Applicable to
Over Compliance in Accordance with
t an unqualified opinion,

The Independent Auditors’ Repo
Each Major Program and on Inte
OMB Circular A-133 for the
~ederal awards program of the Papio-Missouri
r compliance was the Papio Reservoirs project (CFDA
through the U.S. Department of Agriculture — Natural
The threshold for distinguishing between Type A and B programs was $300,000.

Papio-Missouri River Natural Resources District was considered to be a low-risk
auditee.
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EXHIBIT X (Continued)

PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF FINDING S AND QUESTIONED COSTS (Continued)
Year Ended June 30, 2009

B. FINDINGS — FINANCIAL STATEMENT AUDIT
No significant deficiencies were found during the financial statement audit:
C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM AUDIT

OMB Circular A-133 requires that compliance with requirements applicable to major
programs and internal control over compliance be audited when federal expenditures
exceed the $500,000 threshold. The District's federal expenditures exceeded this amount
for the year ended June 30, 2009. The Papio Reservoirs project, whose granting agency is
the U.S. Department of Agriculture — Natural Resource Conservation Service, qualified as a
major program and was therefore tested. No significagt deficiencies were noted during the
audit.
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EXHIBITY

PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF PRIOR YEAR FINDINGS
Year Ended June 30, 2009

FINANCIAL STATEMENT AUDIT

One significant deficiency was found during the prior year financial statement audit. The
condition and status is s ummarized below,

Condition 1: Effective segregation of duties is not in place, since the person reconciling
bank balances to account balances also has responsibilities relating to cash
receipts, cash disbursements, and preparing or approving vouchers for
payment.

Status: Papio-Missouri River Natural Resources yDistrict hired another accecunting
staff during the 2009 fiscal year. This pdSition has alleviated the segregation
issues and provides general assistang e District Accountant.

MAJOR FEDERAL AWARD PROGRAM AUDIT

No significance deficiencies were noted duri e prior year.
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'To the Board of Directors
Papio-Missouri River Natural Resources District
Omaha, Nebraska

In planning and performing our audit of the financial statements of Papio-Missouri River Natural
Resources District (the District) for the year ended June 30, 2009, we considered its system of internal
control in order to determine our auditing procedures for the purpose of expressing an opinion on the
financial statements and not to provide assurance on the system of internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and would not necessarily identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses. However, during our audit, we noted certain matters involving the internal
control and other operational matters that are presented for your considegation. This letter does not affect
our report dated October XX, 2009 on the financial state Papio-Missouri River Natural
Resources District. We will review the status of these corm ' wour next audit engagement, Qur
ith appropriate members of
operating efficiencies. We
ur convenience, perform any additional
ecommendations. Our comments are

study of these matiers, or assist
summarized as follows:

Tracking of Federal Expendi

During the year the Distri d an additional accounting employee to help alleviate the segregation
of duties issues as well as track the District’s federal expended dollars. Previously, the District did
not have a formal system in place to track federal expenditures or reimbursements. While this
process has improved greatly during the year, we still experienced difficulties when determining
actual federal expenditures. This in part is due to the lack of the new employee’s presence in the
prior year. However, currently the District uses a single general ledger cost center for the numerous
sources of federal funding. This practice adds to our difficulties in determining the funds expended
for each of the separate grants and contracts. This control deficiency could impact OMB Circular A-
133 Compliance, the District’s Schedule of Expenditures of Federal Awards, and the information
contained on the Data Collection Form. The District has already made steps towards the
implementation of separate cost centers for each of the federal funding sources. We believe these
cost centers will clearly reflect activity on a grant-by-grant basis. This practice will facilitate the
reporting requirements for grants and contracts.




Board of Directors

Papio-Missouri River Natural Resources District
Omaha, Nebraska

Page 2 of 3

Journal Entries

During the audit, it was noted that some of the journal entries were not reviewed and the General
Journal Entry Form was not being used for all entries. Journal entry testing is an important test of
management’s ability to override controls. We recommend that management use the General Journal
Entry form for all entries. Barb or Carey’s initials should be present for every entry made. In
addition, journal entries should always be supported by appropriate documentation and approval.
Good documentation serves as an accounting record and facilitates future follow-up as well as
additional insight for other users.

Investment Recommendations

certificates of deposit. Itisa
fluctuations, market changes,

The District has a large holding of investments that consist of
priority to safeguard these assets by continuously monit
and current events in the national economy. The ¥
certificates of deposit with commercial banks reguire r¢ to attaiiia level of assurance about the
security of the investinent. We stron j Ti d its management would greatly benefit if
a professional investment counse : 3 investment transactions, decisions, and
custodianship. This cou omplications involved with investing and
maintaining large sum oach to this may be for the District to communicate
the established criteria rameters regarding the invested funds to the investment counselor
and thereby restrict the jvestinent that may be made or the percentage relationship to total
invested funds. Such a restyfgtibii allows the District to be assured that the funds are earning their best
return and yet are invested in safe and secure investments,

Papillion Creek Watershed Partnership (PCWP) Reimbursement Policy

Since the various cities in the interlocal agreement pay their dues at various times throughout the
year, there may not be enough cash in the PCWP account to cover expenses at any given time.
Currently, the District pays for any PCWP expenses directly out of the general fund throughout the
year. At year end, the general fund account is then reimbursed from the PCWP account. The
tracking of expenses and transfers between the two accounts can become a nuisance and cause
unnecessary stress. This reimbursement policy should be avoided if possible. We recommend that
the District attempt to get all dues up front and draw all expenses directly from the PCWP account.
The District should consider setting a strict deadline for all dues (i.e. July 1)




Board of Directors

Papio-Missouri River Natural Resources District
Omaha, Nebraska

Page 3 of 3

Fixed Asset Software Tracking

Currently, records are maintained by Bland & Associates, P.C. for all fixed assets. The District has
shown interest in converting to a computerized system designed to accumulate asset cost and
calculate depreciation expense. We believe these types of fixed asset accounting systems have been
refined over the years and now can be purchased at a very reasonable cost. This will make operations
more efficient and provide more accurate information with which to make business decisions
regarding fixed assets.

Long Range Plan and Disaster Recovery Plan

Currently, the District has well defined, written disaster recovery procedures. However, these involve

backing up the system files and sending them home with an employee of the District during off hours.

Giving the system files to an employee could create issues should the employee’s allegiance to the

District go awry. We recommend the District make arran s for such back up with an
< ment should be in writing,

Omaha, Nebraska
October XX, 2009




