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MEMORANDUM

To: Finance, Expenditures and Legal Subcommittee
Subject: FY 2010 Audit

Date: December 1, 2010

From: Carey Fry, District Accountant

o It is staff’s recommendation that the FEL Subcommittee recommend to
the Board of Directors that the FY2010 Audit Report and management
letter, prepared by Bland and Associates, be accepted and that the
General Manager be directed to file an authenticated copy of the audit
report with the Nebraska Auditor of Public Accounts and the Nebraska
Natural Resources Commission.
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INDEPENDENT AUDITORS’ REPORT ON FINANCIAL STATEMENTS AND
SUPPLEMENTARY 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 the
Papio-Missouri River Natural Resources District (the District), a political subdivision of the State
of Nebraska, as of and for the year ended June 30, 2010, whith collectively comprise the
District's financial statements as listed in the table of content ese financial statements are
the responsibility of the District's management. Our resp
these financia! statements based on our audit,

RfEE

hdardsg, generally‘aBcepted in the United
angjig;lﬁfﬁudits contained in Government

He United States. Those standards
able assurance about whether the
gidit includes examining, on a test
in the financial statements. An audit
also includes assessing the accounting prin ‘;plefe‘; wand significant estimates made by
management, as welt as evaluatinghtly ancial statement presentation. We bslieve
that our audit provides a reasonatie ba i

We conducted our audit in accordance with auditing
States of America and the standards applicable te
Auditing Standards, issued by the Comptroller Gener £
require that we plan and perform the audit 1o obtain r&
financial statements are free of material misiak

In our opinion, the financiai st
material respects, the respecti
type activities, each mgjor-

In accordance with Govergmient Auditing Standards, we have also issued our report dated
December 3, 2010, 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, and grant
agreements. 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 audii performed in accordance with Government Auditing Standards and
important for assessing the results of our audit.

Management's discussion and analysis and the budgetary comparison information on pages 3
through 9 and 41 through 42 are not a required part of the financial statements but are
supplementary 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

-1-




ANDEPENDENT AUDITORS' REPORT ON
FINANCIAL STATEMENTS AND SUPPLEMENTAL
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)

required supplementary information, However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of farming opinions on the financial statements that
collectively comprise the District's financial statements. The accompanying supplementary
information on pages 43 through 54 is presented for purposes of additional analysis and is not a
required part of the financial statements. The accompartying Schedule of Expenditures of
Federal Awards on pages 55 through 56 is presented for purposes of additional analysis as
required by U.S, Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and Is also not agﬁ‘ﬁ"ﬂired part of the financial
statements. Such information has been subjected to the audili g procedures applied in the
audit of the financial statements and, in our opinion, is fairlyistated in all material respscts in
refation to the financial statements taken as a whole. g

Omaha, Nebraska
Deacember 3, 2010
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
Year Ended June 30, 2010 -

This discussion and analysis of the financial performance of Papio-Missouri River Natural
Resources District (the District) provides an overview of the District's financial activities for the
fiscal year ended June 30, 2010. It should be read in conjunction with the District’s financial
statements, which follow. The discussion primarily focuses on the District's general fund,
although the propristary funds are also analyzed.

FINANCIAL HIGHLIGHTS

* Net assets increased by $9,653,589, which is a 7% change.

It
e

¢ Total general fund net assets are comprised of the follow

1) Capital assets, net of related debt, of $101, Qﬁ@‘
net of accumulated depreciation, is reduceﬁ{“for the
the purchase or construction of capltal as

Property and equipment,
tanding debt related to

‘projects,
se asseis are available to maintain

restricted to providing funding for flood”
3) Unrestricted net assets of $16,165,147.

the District's continuing oblig ;
reserved for specific purposes
covenanis or laws and regulati

¢ Total long-term dept.@f the
long-term debtﬁtm Uginesss pe activities decreased by $728,532 to $4 132, 699 while

i

the general® ﬁlfjgatton boni ssue

OVERVIEW OF THE Fi ﬁ YSTATEMENTS
Management's Discussion and Analysis introduces the District's basic financial statements,
which include the following:
¢ Government-wide financial statemenis
o [Fund financial statements
_= Notes to the financial statemenis

Government-wide Financial Statements

The District's annual report includes two government-wide financial statements. These
statements provide both long-term and short-term information about the District's overall status.
Financial reporting at this level uses a perspective similar to that found in the private sector with
its basis in full accrual accounting and efimination or reclassification of internal activities.




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
Year Ended June 30, 2010

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

Both government-wide financial statements distinguish governmental activities of the District
that are principally supported by taxes and intergovernmental revenues, such as grants, from
business-type activities that are intended to recover all or a significant portion of their costs
through user fees and charges. The District's governmental activities include general
government administration, projects aimed at ground and surface water protection, flood threat
protection, soif and wildlife conservation efforts, public services such as trail and campground
maintenance and educational materials, and recreation such as,fishing or camping. The
District's business-type activities include four rural water systefis and four other tral and
waterway construction and preservation projects. i

Statement of Net Assets

ment of elfAssets, This is the

T £

District-wide statament of position presenting inform! iincludes all of the District's assets

gnt is theyStatement of Activities, which reports how the
the current fiscal year, Al current year revenues and
when cash is received or paid. An important purpcse of
ivitieBsls to show the financial reliance of the District's distinct

the design of the f
rovided by property tax collections.

activities or functi
Fund Financial Statem

A fund is an accountability Ufit used to maintain control over resources segregated for specific
activities or objectives. The District uses funds to ensure and demonstrate compliance with
finance-related laws and regulations,  Within the basic financial statements, fund financial
statements focus on the District's most significant funds rather than the District as a whole.
Major funds are separately reported while all others are combined into a single, aggregated
presentation,




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
Year Ended June 30, 2010

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

The District's three types of funds are the Governmental Fund, Proprietary Funds and Fiduciary
Fund. The governmental fund encompasses essentially the same functions reported as
governmental activities in the government-wide financial statements. However, the focus is very
different with fund statements providing a distinctive view of the District's governmental fund.
These statements report short-term fiscal accourtability focusing on the use of spendable
resources and balances of spendable resources available at the end of the year. They are
useful in evaluating annual financing requirements of governmental programs and the
commitment of spendable resources for the near-term. -

Since the government-wide focus includes the long-term viey parisons between these two
perspectives may provide insight into the long-term impact of shﬁﬁ%tenn financing decisions.
Both the governmental fund balance sheet and the goy&fnmental fund: tatement of revenues,
expenditures, and changes in fund balances provides $sist in understanding
the differences between these iwo perspectives.

i

i e g
Tecongiliation to &

A budgetary comparison schedule is included. in the

financial statements for the general
fund. This schedule demonstrates compl i

strict's adopted and final revised
:;;,‘

budget. =

o = ;
Proprietary funds generally repog;ggéﬁf\ﬁqes fégiwhich the District charges customers a fee.
These enterprise funds essentf[gﬂ%f'enc npass same functions reported as business-ype

activities in the governmentuide stat

_____ qfs, Tre Dakota County, Washington County #1,
Washington County #2, and

LR

ty=Rural Water Districts, as well as four waterway

k=

strict's proprietary funds.

Proprigtary fund sth povide™Both long-term and short-term financial information
consistent with th&acus providet by the government-wide financial statements but with more
detail for major entergfise funds, findividual fund information for non-major enterorise funds is
found in combining states i1 later section of this report.

The Fiduciary fund is used™o account for assets held in a trustee capacity. Fiduciary fund
statements focus on net assets and the change in net assets and are accounted for using the
accrual basis of accounting. The District is the administering agent of the Papillion Creek
Watershed Partnership. This Partnership is comprised of local governments that have entered
into an inter-local agreement to fund engineering studies addressing water quantity and quality
issues in the Papillion Creek drainage area.

Notes to the Financizal Statements

The accompanying notes to the financial statements provide information essential to a full
understanding of the government-wide and fund financial statements.




PAPIO-MISSOURI RIVER NATURAL RESCURCES DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
Year Ended June 30, 2010

Supplemental information

In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information concerning the District’s non-major proprietary funds
and expenditures of faderal awards.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

The District implemented the new financial reporting mode! used in this report beginning with
the fiscal year ended June 30, 2003. Over time, as year-t%"?é"ar financial information is
accumulated on a consistent basis, changes in net assets #fiay be observed and used fo
discuss the changihg financial position of the District as a wholeis he table on the next page
summarizes the District's net assets. 3 ;

Summary of Net Assets

2008
$ 2,832,380

Current and other assats

Capital assets, net of
accumulaled

depreciation 7.973,851 B.077 916

114,656,962 12,314,844 11,010,276

Total assets

3i855 874 323,031 2,732.134 4,500,441

Other liabilitie} & 1,628,120 1,430,056 1,570,311 489,233

Total liabilities 1,763,087 4,302,445 4,985,674

Net assets:

Invested in capital assets,

net of related debt 101,960,182 80,295,812 3.841,152 3,218,685
Restricted 13,109,775 - 404,271 513,056
Unrestricted 16,165,147 32,608,063 3,768,578 2,200,861
Total net assets 131,235,104 112,903,875 8,012,399 6,020,602

$146,519,098 $114,656,.962  $12,314.844  §11,010,276




PAPIO-MISSOUR! RIVER NATURAL RESOURCES DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
Year Ended June 30, 2010

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE (Continued)

The District reporied positive balances in net assets for both governmental and business-type
activities. Since the District's net assets increased $9,693,759 for governmental activities and
decreased $40,170 for business-type activities, the District's overall financial position improved
during fiscal year 2010. Prior period adjustments were also reported which increased net
assets by a total of $10,089,997. These adjusiments are described in further detail at Note O.

The table on the next page summarizes the District's changes in ngf assets from revenues and
expenditures. The Disirict is heavily refiant on property taxgs™to support governmental
operations, since taxes provide 81.5% of the District's total gover nental revenues,

Governmental Fund “Rroprietary Funds

;“ﬁ-'i*‘g‘ii‘ 94 Of

% of i
= B/30/2010 Total 6/30/2009

6/30/2010 Total 6/382000
Revenues ) k-

Program revenues
Charges for services 3 186,642 0 $ 871284 B3.2% % 1,488,182
Operating grants and
contributions 3,622,377 - -

General Revanues

Property taxes - -
89,340 6.6 68,003

Assessment income
interest Income 108,407 10.2 57,265
Total revenuss 1,047,031 100.0% 1,613,450
Expenses
General
administratian 4,961,880 - -
Information and
education 274,623 - -
Flood Prevention ™ 8,657,221 - -
Erpsion Controt 1,037 525 - -
Water quality §25810 - -
Recraation 1,344, 787 . -
Forestry and wildlife 1,993,987 - -
Capital improvemeants 124,627 - -
Unallocated depregiafion 206,708 - -
interest on long-term
debi - - - -
Rural water systems - - 938,416 88.3% 1,024,968
Other proprietary funds - - 148,785 13.7 265,808
Total expenses 10,865,126 100.0% . 17,527,088 1,087,201  100.0% 1,200,778
Change in ne! assets 9,693,759 3,172,447 (40,170) 322,574
Beginning net assets, as
previously stated 112,903,875 109,731,428 5,020,602 5,697,928
Prior period adjustment 8,637,470 - 2,031,967 -
Beginning net assets, as .
restated 121,541,345 . - 8,052,569 -
Endiny net assets $ 131,235,104 $112,903,875 5 8,012,300 3 6,020,602




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
MANAGEMENT’'S DISCUSSION AND ANALYSIS
Year Ended June 30, 2010

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

‘Governmental Fund

The General Fund is the District's primary operating fund. It is used to account for all financial
resources except those required to be reported in a separate fund. The fund balance of the

General Fund decreased by $3,092,209 to $25,403,516.

Proprietary Funds

vernment-wide statements,

The proprietary fund statements share the same focus as thy
ut figapcial status.  The major

reporting both short-term and long-term information abgis
proprietary funds for the District are the Dakota, Washmgi%n #1, Wa
Districts, The fund balances for these funds decreased:$61,932. Thefiy

major proprietary funds increased by $21,762. The tal net assets decreéSed by $40,170.

BUDGETARY HIGHLIGHTS

n ‘
decrease was 19.4% for hmitness-type activitiss. This mvestment in capital assets includes
land, infrastructure, buﬂdmgs and improvements, and machinery and equipment. The District
elected to fully implement Governmental Accounting Standards Board Statement No., 34 during
fiscal year 2007 by valuing and recording the fand and infrastructure assets that had not been
previously recorded.

Long-Term Debt

At the end of the fiscal year, the District had $17,432,699 in general obligation bonds, notes,
and leases outstanding. $4,132,699 of this debt is atfributable to the proprietary funds for
consiruction of the rural water distribution systems. $13,300,000 is from the general obligation
bonds.




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
Year Ended June 30, 2010

ECONONMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES
Factors considered in preparing the District's budget for fiscal year 2011 include the following:

+ Property tax receipts of $16.5 million are expacted. This is level with the previous
fiscal year due primarily to property valuation and the tax levy remaining constant.

¢ Projects related to flood prevention and recreational trails are again anticipated to
require the heaviest expenditures during fiscal year 2040. These projects will be
financed by several methads, including federal and/gf*state funding, cost sharing
agreements with other local governments, propegiistaxes and general obligation
bond proceeds from special bonding authoritys by the 2009 Nebraska

iEw of the District's finances, comply

ate. the District's commitment to public
port “gizwould like to request additional
1ith. 154" Street, Omaha, NE 68138.

This financial report is designed to provide a genera
with finance-related laws and regulfations, a
accountability. If you have questions abc
information, contact the District Accountant
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PAPIC-MISSOURI RIVER NATURAL RESOURCES DISTRICT

STATEMENT OF NET ASSETS
June 30, 2010

Primary Government

ASSETS Governmental Actlvities Busingss-Type Aclivitios Tatal
CURRENT ASSETS
Cash and cash equivalents $ 6,361,823 g 1.426,046 7,788,962
Cash on deposit with County Treasurers 515,004 - 515,004
Cenfficates of deposit 50,000 560,458 710,459
- Taxas receivable 8,332,208 - 8,332,208
Service receivahles 22,829 80,310 113,139
Inferest receivable 126 1.875 2,000
Current portion of instaliment recsivabie - 337,310 337,318
Propaid expenses 66,811 - G881
Due from funding agency 410,708 - 410,709
Oue from other enlitias 1,661,048 . 1,681,046
inlemz| batances 85,318 a60 30,176
fnvantories - i%  50.703 58,703
Toial current assets 17,529,973 2 2.578,571 20,108,544
HONCURRENT ASSETS
Resiricted cash end cash equivalenis 13,108,775 13,449,775
Restricted cedificates of deposit “ 64,271
lnstaliment racelvatle, less curent portion 1,358,151
Recelvable from developer ($400,000 non-interest baasing) 5aoiga]g, 580,000
Accrued Inlerest - receivable from develoger 5‘@?5 57,373
tUnamesdizad discount - recaivable from develeper TiE, (18.287)
Caplte! assels
Land 3,000 45,336,051
Censhruction in progress - 12,888,602
Capiltal improvements and Infrastiuciure 8,458,024 116,041,387
Buildings and improvemenis . - 4,332,773
Vehicies and equipment 82,288 3,783,486
Accumulated depracialion {1,560.462) {61,248,468)
Tolz! capital assals 7.873.851 123,234,033
Tolg! nuncurren! assels 185589, 125 5,738,273 13,725,390
i
iH46,619.008 5 12,214,044 158,821,942
LIABDILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payahle 1221282 % 89,118 1,708,344
Accrued salaries and payroil wihhel 106,415 - 106,415
Accrued expensas 10,862 11,209 22,2141
Infernal balances 860 89,318 80,178
Current partion of long-termds - 1,400,565 1,400,555
Cumrant porlion of aceruad Eaiib 28271 - 82,721
Total current fiabilities 1,628,120 1,670,314 3,190431
LONG.-TERM LIABILITIES
teng-lerm debl, less eurrent portion 18,300,000 2,732,134 16,032,134
Accruad compensated absences, loss currs; 356,874 - 355874
Tolal jong-term Rabiliies e 13,655,874 2,732,134 16,308.008
Toial liabllities 15,283,954 4,302,445 18,506,428
COMMITMENTS AND CONTINGENCIES - - “
NET ASSETS
invastad In cagital assets, net of reialed debl 107,880,182 -3.849,152 105,801,334
Restrictad 13,108,775 404,271 13,514,045
Unrastricied 18,168,147 3.768.976 19.932,123
Total net assels 131,235,104 8012399 109,247,603
$ $46,510,098 $ 12,214,844 158,633,942

The ascompanying potes fo financla! statemants

are an Iniegral pan of these stsiements

-10-
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PAPID-MISSOURI RIVER NATURAL RESOURCES DISTRICT
BALANCE SHEET - GOVERNMENTAL FUND
June 30, 2010

ASSETS General Fund
Cash and cash equivalents 3 6,361,923
Cash on deposit with County Treasurers 515,004
Ceriificales of deposit 50,000
Receivables
Taxes 8,332,208
Sermvices 22,829
Interest 125
Prepaid expenses 66,811
Due from
Funding agency 410,709
Other entities 1,681,046
Other funds 856,218
Restricted cash and cash eguivalents 13,109,775
30,639,748
LIABILITIES AND FUND BALANCE
LIABILITIES _
Accounts payable - $ 1,227,222
Accrued sataries and payroll wilhil 106,415
Accrued expenses 203,623
Internal balances 2 860
Deferred revenug 3,608,112
Tolal liabilities 5,236,232
FUND BALANCE
Fund balance :
Reserved ) 13,600,283
Unraserved ' 11,803,233
Total fund balance 25,403,516
$ 30,639,748

The accompanying notes to financial statermenis
are an integral pan of these statements

12 -




PAPIO-MiISSOURI RIVER NATURAL RESOURCES DISTRICT

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

June 30, 2010

Total Fund Balance - Governmental Fund

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

Other long-term assets;

Receivable from developer - Dial Realty 5 580,000
Accrued interast raceivable 57,375
Unamortized discount - receivable from developer (18,207)

Capital assets used in governmentai activities are not finangial resources and,
therefore, are not reported in the fund financial statements:

45,333,081
12,986,802

Land and infrastructure
Constructlon in progress
Capital improvemenis
Buildings and improvements
Vehicles and equipment
Accumulaizd depreciation

ﬂrx

itk

Liabilltiss which are not due and payable in the current perlogr%},re not reported;
in the govemmaeantal funds:

Compensaled absences

f the fiscal year end, are not
in the governmental funds.

The accompanying noles to financiat statemenis
are an integral part of these statemenis

13 -

§ 25,403,516

619,168

115,260,182

(358,874)

(13,300,600)

3,608,112

8131238108




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE -
GOVERNMENTAL FUND
Year Ended June 30, 2010

REVENUES
General administration _ $ 17,633,729
Fiood prevention 15,774,398
Forestry and wildlife 472,909
Water quality 50,346
Recreation ' 15,134
Total revenues 33,846,516

EXPENDITURES
Flood prevention 25,699,369
General administration 5,224 845
Erosion conirol 3,368,774
Recreation 1,004,241
Foresiry and wildlife 973,059
Watsr quality 898 550
Capital improvements 369,644
Information and education 301,210
Total expenditures 37,839,692
(3,893,176)
28,495,725
800,967
29,296,692

$ 25,403,518

The accompanying notes to financial statements
are an integral part of these statements
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PAPIO-MISSQURI RIVER NATURAL RESQURCES ISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE

IN FUND BALANCE - GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES
Year Ended June 30, 2010

Net Change in Fund Balance - Tetal Government Fund

Amounts reported for governmental activitias in the statement of activities are
different because:

Amortization of imputed inlarest discount on receivable from developar

Capital outlays are reported as expenditures in governmental funds: howevar,
in the staternent of activities, the cost of capital assets is allocated over their
estimated useful lives as depreciation expense, 1n the current period, these
amounis are;

Capilal outlays and capital asset expenditures;

Land and construction in progress additions 24,313,033

Bond procesds

Eurrent

Certain items reported in the statement of activities do net re
financial resources and, thersfore, are not rep

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

-5

§ (3,893.176)

38,675

26,064,362

(2,056,966)

{13,300,000)

{32,843)

{126,263}

$ 5,683,758
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS '
FIDUCIARY FUND
June 30, 2010

ASSETS
Cash and cash eqguivalents $ 510,397
Dues receivable 1,000
5 511,387
LIABILITIES AND NET ASSETS
LIABILITIES
Due to City of Omaha 3 275,997
Deferred revenue 187,500
Total liabilities 453,497
NET ASSETS
Restricted 47,900
$ 511,397

The accompanying notes to financial statements
are an integral pari of these sialements
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
STATEMENT OF CHANGE IN FIDUCIARY NET ASSETS
FIDUCIARY FUND
Year Ended June 30, 2010

ADDITIONS
Partnership dues $ 369,000
Interest 589
Total additions 369,588
DEDUCTIONS
Reimburement to Omaha 275,997
Administration fees 34,576
Software purchases 30,354
Total deductions 340,927
CHANGE IN NET ASSETS 28,662
NET ASSETS - BEGINNING OF YEAR 19,238
NET ASSETS - END OF YEAR $ 47,900

The accompanying notes to financial statements
are an integral part of these siatements
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PARPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2010

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
fund financial statements. These financial statements and notes are represertations of the
District's management who is responsible for their integrity and objectivity. These accounting
policies conform to accounting prmmples generally accepted in the United States of America
and have been consistently applied in the preparation of the financial siatements.

Organization and Principal Activity

The District is one of 23 natural resource districts organizeds
Nebraska to aid in the consetvation, protection, e
natural resources of the State. Furthermore, th

der the laws of the State of
“fopmeri';@nd management of the

2

District does not necessarily retain an ongoings
projects.

Reporting Entity

Governmental Accounting Standards

The District follows the standards prom‘
F?epomng Entity, and GASB Statement No.

Board (GASB) Statement No 1

yment is financially accountable, and (c} other
and slgmftcance of their relationship with the primary
in would cause the reporting entity's financial statements

3l Statements include the transactions of the District's primary
‘fi fund. The District has no component units and is not a
“governmental entity.

component unit of any’ei
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 legat entity.
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PAPIC-MISSOUR! RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

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 Ahalysis - for State and Local Governments, the
financial statements emphasized fund types and account grqﬁfﬁg’. I the GASB Statement
No. 34 reporting model, the focus is on the District as agwhole in the government-wide
financial statements, while reporting additional and detaj yrmation about the District's

major governmental funds in the fund financial statemegt .

Government-Wide Financial Staiements

The government-wide financial statements (the
activities) report information on all the |
Governmental activities are norma
governmeants.

Internal activities have been eliggiitéied in theggvernment-wide statement of net assets.

, both the governmental and business-type
cons dated basis by column (individual funds are not

,VI- resources of the District, including long-term assets as
porfeé%-- Liabitities with maturities greater than one year are
amount due within one year and that due in more than one

reported in twoigamponents:
year.

The statement of ac’sivr emonstrates 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
pragram revenues associated with a distinct functional activity. These revenues are subject
to externally imposed restrictions to these program uses. Program revenues include
charges for services, which report faes and other charges to users of the District’s services,
operating grants and contributions which finance annual operating activities including
restricted invesiment 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.

.




PAP[O-M!SSOURE RIVER NATURAL RESQURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

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-halancing accounts that constitiiis its assets, liabilities, fund
equity, revenues, and expenditures/expenses. District [egsources are allocated to and
accounted for in an individual fund based upon the purelvgésa which they are spent and
the means by which the spending activities are contro iyarious funds are grouped
into generic fund types in the government-wide angg afements of this report
as follows: i

General Fund

Bistrict. It is used to account for all

Proprietary Funds

Proprietary funds are yst it operatlon of the Dlstract‘s actsvrtfes that are
financed and operat
enterprises. General!ﬁy

prowdlng good : ]

nt of the govemlng body is that the cost and expense of
@:0thers on a continuing basis be financed or recovered

_ Har otha{»forms of user charges. All proprietary funds are
accounted $GL. on an eccs‘slomic resources measurament focus, This means ihat all
i ﬁer current or non-current) associated with their activity are

of of Net Assets.

The District reports t & Dakota 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 frustee capacity. The District is
the administering agent of the Papillion Creek Watershed Partnership (the Parinership).
The Partnership is comprised of local governments that are wholly or partially in the
Papillion Creek Watershed that have combined resources to fund engineering studies.

-93.




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS {(Continued)
Year Ended June 30, 20110

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) Pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB Pronounce ts, in which case GASB
prevails.

Measurement Focus/Basis of Accounting

The government-wide financial statements are
measurement focus and the accrual basis of ¢
earned and expenses are recorded whean a liak
related cash flows. Revenues from property ta
regardless of when the cash is collected

; b" S8 of accountmg Revenues are
e and available. Revenues are considered

le withiithe current period or soon enough thereafter
'.‘Ithas‘paruod the government considers revenues to
Wsthln %@ days of the end of the current fiscal period.

measurement focus and the
recogmzed as soon as they a

expéntﬂltures such as principal and interest on general long-

term debt, an :ms and juggments, are recognized under the modified accrual basis of

The proprietary and ™ ary 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, regardiess 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. Prlnmpal operating
revenues for proprietary funds are charges to customers for saies or services.

Principal operating expenses are the costs of providing goods or services and include
adminisirative expenses and deprec:ahon 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.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010
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

J%%ncfal Reaporting for Cerain
fe racorded at fair value which
stment in U.S. government

In accordance with GASB Statement No. 31, Accounting an
Investments and for External Investment Pools, investmerg

approximates cost. The District's investment policy aflow
obligations and short-term interest bearing investmenis®

@ i i
p@fso nog l%wance for uncoliectible taxes is
e lin sixty days are considered deferred

r ting, primarily of maintenance supplies, are stated
at cost, Costis determined US) first-in first-out method,

Capital Assets
Capital assets argirecorded gt cost. Expenditures for major additions and improvements

over $5,000 are capitalized afid minor replacements, maintenance, and repairs are charged
A d
to expense accounts®

asshcurred. 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 inciuded 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:

-95 -




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Assets (Continued)

Capital improvements and infrastructure
Buildings and improvements

Vehicles and equipment

Water disfribution systems

in the governmental fund financial statements, structural imp; ,_ A
systems, or any other prolects) constructed by the Dng

W 2
jgovemk_menta[ fund«expendlture
A

improvements, land acquisitions,
ure costs (such as dams, levees,

urs worked. Annual leave and unused sick pay may be
b3 days and 180 days, respectively. After one year of

on length of service and act!
camed over at yegr

upon termmatt
Net Assets
fhvested in capital aséé’ sy 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 a total of $13,109,775 in restricted net
assets and the proprietary funds had a total of $404,271 in restricted net assets at June 30,
2010.

Unrestricted net assets — 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.

- 26 -




PAPIO-MISSOURI! RIVER NATURAL RESQURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE A -~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Balance
Governmenial 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

1 are delinquent if not paid by
istrict collect the taxes. The

Property taxes are levied by the counties on September 20
April 1 and August 22. The seven counties located withips
portion of the property taxes levied by the District is repitHs
are collected, less a one percent commission. For fis:
$16,667,816 at a tax levy rate of 3.2756%,

the discretion of the respective county attorneys \
property taxes are purchased through ¢ Lguns cafla@gax ceriificate sales. In the event
FHtE Swto he County Treasurer within three

Income Taxes

The District quatifi

Revenue Code, Accord 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 invesiments of the preceding year-end.

¢. All annual appropriations lapse at year-end,

-7 -




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010
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. -4

Use of Estimates

Preparing the District's financial statements in
generally accepted in the United States of Ameri
and assumptions that affect reported amountg
contingent assets and liabilities at the date of
amounts of revenues and expenses durj
from those estimates.

accounting principles
f s managemght to make estimatas
f assefs and liabilities and disciosure of
necial statements and the reported
period. Actual results could differ

The District is responsible forfpayin gl! em ee wages and vehicle and fuel expenses of
the rural water district progfictary fggg:c;i zihe portion of these expenses directly attributable
to the proprietary funds, pl 18ipercentisurcharge to cover administrative costs, is billed
to and reimbursed by eac

. "water district. General administration services include
overall District m

payroll, inves_tpi
administration™
respective funds.s actual a
at June 30, 2010, __:‘s{,,$30} 090, These reimbursements are included as an offset in the
general administration'a ﬁ,_‘f"&g*ses in the Statement of Activities. :

i personnel services, and other general
ices, Ser\{ es provided are treated as revenues and expenses in the
ount of indirect cost reimbursement received by the District

Cost Sharing Reimbursements

The District participates in multiple cost sharing agreements with various other governmental
erities, such as the City of Omaha or other area natural resource districts, on & 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 maintenance as necessary.
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PAPIO-MISSOUR! RIVER NATURAL RESQURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Subsequent Events

Management has evaluated subsequent events through December 3, 2010, which is the
date the financial statements were available to be issued.

Economic Dependency

The District receives the majority of its revenues from property-’gax rates subject {o legislative
change and from various grants funded by federal, state, a

NOTE B -~ DEPOSITS AND INVESTMENTS

Pl
u.:_j-'e‘ﬁ’
z.’-:‘h a2

Deposits and investments consisted of the following

Proprietary
Funds
UNRESTRICTED AND UNRESERVED: .
Cash and cash equivalents $5,821,415 31,428,046
Cash on hand at County Treasurers 515,004 -
6,436,419 1,428,046
Certificates of deposit - 560,459
Total unrestricted and unte
cash, cash equwa{e
certificates ofﬁsi%pos 8,524,924 6,436,419 2,088,505
UNRESTRECTEﬁ,:Bu RESERVED:
Cash and cash eE::L valents 440,508 440,508 -
Certificates of depos 50,000 50,000 -
Total unrestricted but reserved
cash, cash equivalents and
certificates of deposit 490,508 490,508 -
RESTRICTED:
Cash and cash equivalents 13,449,775 13,100,775 340,000
Certificates of deposit 64,271 - 684,271
Total restricted cash, cash equivalents
and certificates of deposit 13,514,046 13,109,775 404,271
Total cash and certificates of deposit $22.525,478 $20,036,702 $2,492.776
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE B - DEPOSITS AND INVESTMENTS (Continued)

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.

At June 30, 2010, 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.

L s
Aive an indication of the level
are described as follows:

The District's pooled and non-pocled deposiis are categorized t
of risk assumed by the District at June 30, 2010, The categori

Category 1 - Insured or coliateralized with securities fiBid by“}%’" =

District or by its agent in
the District's name., Ty

3

Category 2 ~ Collateralized with securities held '"y the
department or agent in the District's name. :

Category 3 ~ Uncollateralized

Deposits, categorized by leva! of risk, are:

Category Carrying
2 3 Amount
Pooled deposits
Pooled cash and
certificates of
deposit § 250,000 $20,971,615 $ - 321,121,380
Non-pooled
deposits
General fund g 50,000 . - 50,000
Proprietary funds {9,388 849 388 - - 842 897
Total deposits $25 121,003 $1,149,388 $20,971,615 3 - $22,014,277

Investments are stated at fair value. For fiscal year 2010, the District invesied onty 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/restricted
cash accounts for various purposes. All of the accounts are fully funded at their required levels
at June 30, 2010. The following is a summary of the reservations placed on cash and
investments for the year ended June 30, 2010:

-30-




PAPIC-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE C - RESERVED/RESTRICTED FUNDS {Continued)

General Sinking Funds:
Unrestricted But Reserved Certificate of Deposit: $ 50,000

Unrestricted But Reserved Cash Accounts:

Reserved for Wetland Mitigation and the development of future

wetlands. s 244,917
e i
80,500
The Board of Directors, by resolution and in accordam_- WIthR{thﬁe
Interiocal Cooperation Act Agreement, has reserve nds{t@fj
reimburse parties to this agreement that incurred cost§iasiz
the removal of ice jams. 5 ' 115,081
Restricted Cash Accounts:
The Board of Directors, by resolution,
which shall be restricted for use amitneiss
Pigeon Jones, Western Sarpy C%I_ ar Creg
Dam Site 15-A, and Zorinksy: 13,109,775
Total reserves $_. 13600283

covenan’ﬁs for the notes described in Note H, the F’mprletary Funds
have restricied $404, Thumf@n County has restricted a certificate of deposit in the amount
of $64,271 and Washi nG0unty Rural Water #2 has restricted cash in the amount of
$340,000. These amounts &8& restricted for the issues listed below:

In compliance with T6;

Issue Amourt
Thurston County Rural Water : 5 48,431
Washington County Rural Water #2 340,000
Total reserve requirement $ 388,431

Interest on these funds is reported as District eamings, with earnings on the reserved cash
accounts attributed to spacific projects.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS {Continued)
Year Ended June 30, 2010

NOTE D - INTERNAL BALANCES/INTERFUND PAYABLES AND RECEIVABLES

Outstanding balances between funds reported as “due to/due from other funds® include
outstanding charges by one fund to ancther for services, goods, or other miscellansous
receivables/payables between funds. Balances outstanding betwsen the governmental
activities and business-type activities are reported in the government-wide financial statements
as “internal balances.” Interfund balances at June 30, 2010, consisted of the following individual
fund receivables and payables:

Due to Due from Amount
General Fund Thurston County [ % 10,370
General Fund Washington Cos ; 33,804
General Fund Dakota Coq & 33,011
General Fund Washingto . Ru Yt 12,133
improvement Project Area (IPA) General i 860
% 90,178
NOTE E —- DUE TO/FROM FUNDING AGEN@
Revenue from govemmental grants and contrac il ’ mgmzed as earned when all applicable

eligibility requnrements are met. Fgﬁ Sncei

agreement called for a cagfjdown payment of $24, 000 a 7.5% interest bearmg note In the
amount of $180,000 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 lang-term note bears no
interest. Accordingly, the non-interest bearing note has been discounted to its present value in
the accompanying financial statements.
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PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE F - RECEIVABLE FROM DEVELOPER/INSTALLMENT RECEIVABLES {Continued)
Proprietary Funds Receivable:

Instaliment receivables due under interlocal agreements bear interest at rates ranging from 4%
fo 4.5% and have initial terms of 10 years. Instaliment receivables were reduced for uneamed
finance charges of $223,814 at June 30, 2010, Unearned finance charges are amortized to
interest income using a method that approximates the interest method.

ﬁgﬁé‘

Details of instafiment receivables at June 30, 2010 are as follows: i

Due in;

2011
2012
2013
2014 370,062
2015 356,000

Gross installment recey

919,283
223,814)

$ 1,695,469

$ 337,318
1,358,151

$ 1,695 469

pital assets of the General Fund under the full accrual basis of
wide financial statements, these amounts are included in the
amounts are not reported in the governmental fund financial

The following is a sin
accounting. In the go
Statement of Net Assets

statements. ;
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PAPIO-MISSOURI RIVER NATURAL RESCURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE G -~ CAPITAL ASSETS (Continued)

Baiance
June 30, 2008, Balance .
As Praviously June 3D, 2008, Balange
Stated As Reslated Additions Deletions June 30, 2040
Nat Bepreciated
Land 5 28,622,317 $ 26822317 $ 18,160,734 % (450,000) $§ 45,333,051
Construction in
progress - 7.836,503 5,152,298 - 12,988,802
26,622,317 34,458,820 {450,000) A 58,321,853
Depreciated
Capiial
improvements
and
infrastructure 104,077,805 104,077,805 - 108,583,363
Buildings and
improvements ‘
4,244 434 4,244 434 - 4,332,772
Vehicles and Fr
aquipment 4,541,581 : (987,814} 3,701,200
112,863,820 {997,814) 116,617,335
Less accumulaied
depraciation (58,610,885 (2,0566,688) 9E8,845 (59,679,006}
,:5' ‘
~ 54,252 935 2,604,353 {8,950} 56,938,329
188,711,755 $27,007, 396 $ (458,969) $ 115,260,182

2F

ggministration $ 150,558
Recreation 231,402
Flood control 1,433,743
Unaliocated depreciation 241,263
Total depreciation expense 3 2,056,986
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE G — CAPITAL ASSETS {Continued)

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

Balance Balance
June 30, 2009 Additions Deletions June 30, 2010
Not Depreclated
Land 5 3,000 $ - - $ 3,000
Depreciated
Capital
improvements and
infrastructure 9,452 803 9,458,024
Vehicles and
equipment B2,289 82,289
9,635,082 9,540,313
Less accumulated
depreciation (1,460,176) (1,569,462)
8,074,916 7,870,851
$ 7,973 851

clal stater

This amount is not repo governmental fund statements.

long-tert debt for the year ended June 30, 2010. In the
ts, this amount is included in the Statement of Net Assets.

Principal Payment Interest Principal
Fund Series Payable Ranges Rates Balance
December Semi- $485,000 to 1.146% to ‘
District 2010 2030 Annual $905,000 6.032% $ 13,300,000
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE H —~ LONG-TERM LIABILITIES {Continued)

Proprietary Funds Long-Term Debt:

Due Principal Payment interest Pringipal
Fund Series Date Payable Ranges Rates Balance
Washington $200,000 to
Rural Water #2 2006 June 2022 Semi-Annual £250,000 4.25% $ 2,550,000
Washington
Rural Water #2 2006 June 2011 Semi-Annual 4.65 1,150,000
Thurston Rural December
Water 1982 2022 Annual 230,055
Thursion Rural February i
Waler 1963 2033 Annual i water fees 202,644
Total Long-Term Debt 4,132,690

Less partion due within one year

Long -Tenm portion

General Fund Long-Term Debt;

Governmental
Aclivities:

Bond Payable:
DA Davidson & Co

Proprietary Funds L i

Business-type Activities:

Notes Payabie:
Ameritas lnvestments
Ameritas Investments
Fremont National
Bank

Frernont National
Bank

Capmark Finance

Rural Ecanomic and
Cormmunity
Development

Business-type Activities
Long-Term Liahilities

Ending
Balance

1,400,565
$ 27321

Due Within
One Year

$13.300,000 $ -

Ending Due Within

Additions Reductions Balance QOne Year

3 - $ 320,000 5 - § -

- 165,000 - -

2,775,000 - 225,000 2,550,000 225,000
1,180,000 - - 1,150,600 1,150,000
244 496 - 14,441 230,055 17,182
206,735 - 4 091 202 644 8,383

$ 4,861,231 i - $ 728,532 $4,132,699 $ 1,400,565
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Confinued)
Year Ended June 30, 2010
NOTE H — LONG-TERM LIABILITIES (Continued)

The annual principal and interest requirements to maturity for long-term debt as of June 30,
2010 are as follows:

Year(s)

ending General Fund Proprietary Funds Total

June 30, Principal Interest Principal Interest Principal Interest
2011 B - $ 626,928 $ 1,400,565 $ 181, 594 § 1,400,565 % 808,522
2012 485,000 625,896 256,089 741,099 753,648
2013 510,00C 619,174 251,951 761,851 736,114
2014 530,000 609,471 262 848 782,848 715,292
2018 535,000 596,222 263,792 798,792 690,197

2018-2020 2,530,000 2,658,588 3,919,971 2,984 B35

2021-2025 3,375,000 1,906,781 : 3,975,808 1,888,811

2026-2030 4,030,000 898,279 gig_%l”* 25,103 4,082,140 921,382

2031-2035 505,000 27,295 - 858,625 34,5668

$ 13,300,000 $8,566 634 317,432,699 $8,633,467

The estimated current portion ested vacation benefits and sick leave is
$227,031 and 855,680 at Juj 016, respectively. These amounis are recorded as
expenditures and liabilities in thg,Gen el in"both the government-wide and fund financial
statemenis. The long-term porti $88,163%and $267, 711, respectively, at June 30, 2010.
These amounts are rag = ipurrent liabilities in the govemment»wude Statement of Net

‘g_ wemmentai fund financial statements. The amount of

Tnces for the year ended June 30, 2010 was as follows:

Governmental-type Baginning Ending Due Within

Activity: Balance Additions Reductions Balance One Year
Compensated Absences 3 585,092 $ 53,503 K] - 3 538,595 $ 282,721
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PAPIO-MISSOURI RIVER NATURAL RESQURCES RISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE J — OPERATING LEASE

The District entered into a leasing agreement for two copy machines in Fsbruary 2007. The
District pays $705 per month plus applicable taxes for the 60-monih lease, as well as a charge
per copy that is paid quarterly. During fiscal year 2010, the District's operatmg lease expense
was $8,458. Following is a schedule of the future minimum lease payments,

Year ending Jung 30, Amount
2011
2012

Fuiure minimum lease payments

NOTE K — EMPLOYEES' RETIREMENT PLAN
-_ e Naﬁ;n‘aska Assoc:atlon of Resources

fewide multiple~employer retirement
system CDVBFH‘IQ all eliglble employees of Natural Rg rces Districts within the State of

employer‘s contribution.

PEan participants are re

€ : a;i}ge employee s compensation for each pay perlod The
District's contrlbutm s for the gar entied June 30, 2010, were $163,753, which were the

required contributior

NOTE L - COMM?TMEN NED) %ONT!NGENCiES

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 pari of the District's funciion, 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 1o underiake the project. The value of the land acquired by the District
when eminent domain is invoked is defermined by either a board of appraisers in the affected
county, or through the judiciary. The amount of payments that may be required for land, if any,
is unknown at June 30, 2010.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 20190

NOTE L -~ COMMITMENTS AND CONTINGENCIES (Continued)

The District participates in various federal and state assisted grant and contract programs that
are subject to review and audit by the grantor agencies. Entitlement to these resources is
generally conditional upon compliance with the terms and conditions of grant agreemsnts and
applicabie federal and state regulations, including the expenditure of resources for allowable
purposes. Any revision or disallowance resulting from a federal or state audit may become a
liability of the District. The District's management believes such revisions or disallowances, if
any, will not be material to the accompanying financial statements.

related to legal proceedings that are pending againsty D[strict or unassggrted claims that may
result in such proceedings, the District's legal couf _g! e ‘*‘a{es the percelvecf merits of any

The Disfrict has a note receivable from a de
note voluntarity have commenced

"{@@:J‘m_dscate that they are presented only to facilitate financial
Ho ncﬁ‘“present financial position, results of operations, or cash
ith accounﬁt}ng principies generally accepted in the United States of
compaﬁable to a consolidation. Interfund eliminations have not been
fata on the fund financial statements, but have been made on
tatements.

flows in conformity=i
America, nor is such &a
made in the aggregation
the government-wide financia

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 to
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 partiaily in the Papilfion
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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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
Year Ended June 30, 2010

NOTE O - PRIOR PERIOD ADJUSTMENT

The District has made a prior period adjustment to record amounts due from entities improperly
excluded from the general fund in the prior year in the amount of $576,988. The District has
made a prior period adjustment to record grant receivables improperly excluded from the
general fund in the prior year in the amount of $223,979. A prior period adjustment was made
to record construction in progress in the amount of $7,838,503. In addition, the District
improperly excluded a notes receivable balance from the Washington County #2 propristary
fund in the prior year in the amount of $2,031,967. The effect of these three adjustments on net
assets is $10,089,997. it

Statement of Activities:

Beginning

balance e . Beginning
(As previously 4 Priogseriod balance
reporied) adjfistment (As restated)

Net Assets 3 0,669,437 3 129583914

Statement of Revenues, Expenditures, and C B;Iance - Governmental Fund:

Beginning
Prior period balance
adjustment {As restated)

Fund Balanc $ 800,967 3 29,286,692

N . .
Statement of Revenu es, and Change in Fund Balance — Washingion County #2:

Beginning
balance Beginning
{As previously Prior period balance
reported) adjustment (As restated)
Fund Balance 3 1,698,207 $ 2,031,967 $ 3,728,174
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PAPIC-MISSOUR] RIVER NATURAL RESOURCES DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE [N FUND BALANGE - ACTUAL ARD BUDGET
{BUDGETARY BASIS} - GOVERNMENTAL FUND
Year Ended Juna 36, 2010 :

Variance
Budget Favorable
Actual Originzl Finaj {Unfavarable)
REVENUES
Genaral adminislation -3 12,580,944 § 17,355,908 $ 17,358,908 §  (4,778,055)
Flood prevention 13.899.060 10,498,060 10,498,008 3,401,080
Watar quality 50,348 125,000 125,008 (74.654)
Recrealion 15,134 £55,200 656,200 {641,086}
Forestry and wildfife A72,90% 1,261,000 1.261,000 (768,001}
Tetal revenues 27,018,393 29,897,199 28,857,109 {2,078,806)
EXPENDITURES
General gdminisiration 2,286,038 6,441,485 6,441,485 4,181,457
Information and educatian 05,210 2884400 286,000 (13,210)
Food prevention 27,372,344 36,2g4552 36,754,152 6,381,608
Erosion gonlrol 3368774 A 6,324,455 2,355 681
Water quabty 898,550 1,953,825 268,275
Recrealian 1,004,241 6,563,688 5,559,447
Farestry and wildife 473,058 5,078,500 4,105,441
Indirect cost reimbursement (233,500) 67,590
Cosl sharing reimbursement {150,000} (150,000
Capitef improvementis - [369,6844)
Tolal expenditures 62,220,615 25,873,845
EXCESS OF REVENUES OVER (UNDER) EXPENDITURES ik
{BUDGETARY BASIS} AND OTHER SOURCES i § (32323.415] § {32,323,416) § #3,085,038

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

To adjust revenuas for eccrials
Te adjust expenditures for accruals

[LIS GAAP BAS!IS) AND OTHER SOURCES

&
FUND BALANCE . BEGINNIRG OF YEAR, As Prawqﬂ 28,485,725
FRIOR PERIOD ADJUSTMENT 800,567
29,296,692
19,380,152

The accompanying hotes o budgelary comparisan schedute
are an infegrai par of {his staiement.
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FAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
NOTES TO BUDGETARY COMPARISON SCHEDULE
Year Ended June 30, 2010

NOTE A - BUDGETS AND BUDGETARY ACCOUNTING

The District follows these procedurss in establishing the budgetary data reflected in the required
supplementary information in accordance with the statutory requirements of the Nebraska
Budget Act:

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

On or before September 20, the budget is adopteds, BY the T gard of Directors and the
amounts provided therein are appropnated Once aﬁaproved by thé: Qarci of Diractors, the
h

y n“{s between depariments within any
counts to exceed 110% of their

The District Board is authorized to fransfer budgeted L
fund through resolution. The Board may
budgeted amount if District personnel prov
expenditures oceur.

NOTE B - BASIS OF ACCOUNTING

The accompanying budgetag 3 ‘edule is presented on the cash basis of
accouniing.

NOTE € - BUDGET

uriting. Totfal expenditures for each fund may not exceed the
y revisions to the adopted budget of total expenditures to any

fund require a public hearifg
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PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
STATEMENT OF FUNCTIONAL REVENUES, EXPENDITURES, AND CHANGE
IN FUND BALANGCE - GOVERNMENTAL FUND
Year Ended June 30, 2010

REVENUES
Properly iax % 16,794,112
Bond proceeds 13,300,000
Siate and agency grants 2,142,628
Fedesral grants 890,035
Misceliznsous 604,807
Rental incame 169,448
interest income 43,385
Szales 2,101
Total revenuas 33,848,516
EXPENDITURES
Project construction and land 22,185,865
Special projects 3,658,478
Persannel 3.me.622
Professional services 2,655,280
Coniract works 2,211,282
Conservation assistance program 525,817
Empiloyea benefits 720,326
Repairs and maintenance 420,670
Fees 352,872
Project legal costs 296,728
Information and education 234,738
Payroll taxes 226,805
Machinery and equipment 163,821
Insurance P 152,705
Project operation and maintenance ™ 149,096
Telephone, utilities, and rent 137,260
Miscellansous 112,611
Vehicle expense 110,843
Vehicles 107,645
Travel 103,898
Printing and publication 91,155
Board of directors 57.777
Supplies and postage 50,400
Bonds and amaoriization 2,600
Indirect cost reimbursement (301,080)
Total expendifures 37,838,692
EXCESS OF REVENUES OVER EXPENDITURES (3,893,178)
FUND BALANCE - BEGINNING OF YEAR, As Previously Stated 28,485,725
PRICR PERIOD ADJUSTMENT 800,867
FUND BALANCE - BEGINNING OF YEAR, As Restated 28,206,682
FUND BALANCE - END OF YEAR $ 25 403 516
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PAPIOC-MISSOURI RIVER NATURAL RESQURCES DISTRICT
SCHEDULE OF CERTIFICATE OF DEPOSIT - GOVERNMENTAL FUND
June 30, 2010

Cost Interest Rate
General fund
Ceriificate of deposit
Great Western Bank 3 50,000 1.55%
General fund - unrestricted but reserved invesiments 5 50,000

-49 -




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF CERTIFICATES OF DEPOSIT - PROPRIETARY FUNDS

Proprietary funds
Certificates of deposit

Dakaota County
Narthwest Bank
Nebraska-lowa State Bank
Siouxiand National Bank
Great Westermn Bank

Washington County #1
American National Bank
Centennial Bank
Great Southern Bank

Thurston County
American National Bank
American National Bank
Centennial Bank

Less unrestrictg

Proprietary funds -

June 30, 2010

Cost interest Rate

104,048 1.71%

1.75%

1.99%

0.75%

0.74%

100,000 1.40%

75,078 1.70%
290,389

7.523 0.79%

51,748 0.89%

5,000 1.25%
64,271
724,730

{660,459)

$ 64,271
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PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
SCHEDULE OF INSURANCE POLICIES AND BONDS
JUNE 30, 2010

SCHEDULED PROPERTY FLOATER AND EQUIPMENT

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

GENERAL LIABILITY

COMMERCIAL AUTOMOBILE

WORKERS' COMPENSATION

COMMERCIAL UMBRELLA PO

Medical payments/$10,000; Personal injury and advertising_injury/$1,000,000; Wrongful
acts/$1,000,000 with deductible/$10,000; Employee shenefits Ilabllity/$1 000,000,
Professsonal liability/$1,00GC,000; Emp!oyment -related ices injury/$1,000,000 with
deductible/$10,000; Damage to premlses rented tog 00,000; bodily injury and

ds1W]

Each accident/$1,000,000; Medical paymenfs
motorists/$1,000,000; Coillsnon deduc|

estréfnt|on/$250 000 with deductible/$500.

|
cY

Combined bodily d property damage/$10,000,000.
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PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
SCHEDULE OF TAXES RECEIVABLE - GOVERNMENTAL FUND
June 30, 2010

COUNTY

Douglas % 4,675,060
Sarpy 2,765,359
Washington 435,337
Dakota 358,330
Burt 53,051
Thurston 44,785
Dodge 276

$ 8,332,208
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF CASH BALANCES HELD BY COUNTY TREASURERS
June 30, 2010

GENERAL FUND

Douglas $ 444 791
Sarpy | 54,094
Washington 6,735
Dakota 5,168
Burt 2,916
Thurston 349
Dodge 951

$ 515,004

.53 .




PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
INFORMATION REQUIRED BY SECTION 2-3223, N.R.S - 1943
Year Ended June 30, 2010

Gross income from all sources _ - 35,482,137

Amount expended for

Maintenance 3 565,150
Improvements and other such programs 3,848,567
3 4,511,717

Amount of depreciation on property during previous year $ 2,166,252

Number of employees as of June 30, 2010 56
Gross salaries £ 3,602,648
Less amount reimbursed by projects (301,090)
Net salaries paid to employees $ 3,301,558

-54.




SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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PAPIO-MISSOUR! RIVER NATURAL RESOURCES DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2010

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, Audifs 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, 2010, the District exceedad the $5{9;®,§500 expenditure threshold,
which requires additional audit procedures and reporting in ag ance with OMB Circular A-

133, Audits of States, Local Governments, and Non-Profit OrgaFiz
i

'i“ﬁy
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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 E




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

We have audited the financial statements of the govemmentajﬁc“tavmes the business-iype
activities, each major fund, and the aggregate remaining fund in rmatfon of the Papio-Missouri
River Natural Resources District (the District) as of and for th &t ended June 30, 2010, and
have issued our report thereon dated December 3, 2040, onductad our audit in
accordance wrth audutmg standards generalty acceptedu the United a,tes of America and the
mment Aud:tmgestandards issued by

the Comptroller General of the United States.

Internal Control Qver Financial Reporting

qed‘ S“fOI‘ the purpose of expressing our
ik, | purpose of expressing an opinion on the
iqimi ovet financial reporting.  Accordingly, we do not
ig, Dis| mtsmiernai control over financial reporting.

reporting as a basis for designing our auditin
opinion on the financial statement;

H

over fih%ncial reporting was for the limited purpose
i nd was not desxgned to ldentlfy all deﬂclenmes in internal

findings and questionedigusts, wendentified certain deficlencies in internal control over financial
reporting that we considerdgubsimaterial weaknesses and other deficiencies that we consider to
be significant deficiencies. &
A deficiency in internal controf exists when the design or operation of a control does not zllow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A maferial weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. We consider the deficiencies described in the
accompanying schedule of findings and questioned costs (2010-1, 2010-2, and 2010-3) to be
material weaknesses.

A significant deficiency is a deficiency or a combination of deficiencies in intemal controf that is
less severe than a material weakness, yet important enough to merit attention by those charged
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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 (Continued)

with governance. We consider the deficiency described in the accompanying schedule of
findings and questioned costs (2010-4) to bea significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are
free of material misstatement, we performed tests of the District's compliance with certain
pravisions of laws, regulations, contracts, and grant agreements ,noncompliance with which
couid have a direct and material effect on the determination ofginancial statement amounts.
However, providing an opinion on compliance with those provig was not an objective of our
audit and, accordingly, we do not express such an opinion. Ji
instances of noncompliance or other matters that are re
Auditing Standards.

"financial reporting that we have
reported to the District's management in a separate letfg :}a“fed December 3, 2010.

schedule of findings and questioned costs®
accordingly, we express no opinion on them.

This report is intended solelyfifo
management, and federal awgs

Sk + Asocsraes P-C.
Omaha, Nebrasks:
December 3, 2010
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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

o
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INDEPENDENT AUDITORS' REPORT ON CONMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRANM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Ta the Board of Directors

Papio-Missouri River Natural Resources District
Omaha, Nebraska

Compliance

We have audited the compliance of the Papio-Missouri Rive
District) with the types of compliance requirements des
Compliance Supplemeni that are applicable to its maloraft ggram for the year ended
June 30, 2010. The District's major federal program l$£ ) he _summary of auditors’
results section of the accompanying Schedule of Fingings aneruestzoﬁaﬁ »Costs. Compliance
with the reqwremeﬂts of laws, regulations, contractg gand IMts appllcable to lts major federal
program is the responsibility of the District's manag%
opinion on the District’'s compliance based o

0, the OMB Circufar A-133

We conducted our audit of compliance
accepted in the United States of Amenca the HF Sia

in Government Auditing Standards 4¢%] omptroiler General of the United States; and
OMEB Circular A-133, Audits sovernments, and Non-Frofit Organ.'zaffons
Those standards and OMB C g e;-!:hat we plan and perform the audit to obtain
reasonable assurance about w# lia

referred to above that could direct and material effect on a major federal program
occurred, An audit mgjf,ly, Jami Ji20

with those requiremenits and nr mangg‘such other procedures as we considered necessary in
the circumstancest believe that our audit provides a reasonable basis for our opinion. Qur
audit doss not pra determination of the District's compliance with those
reguirements. A

in our opinion, the Dzstrzct"cemplred in all material respects, with the requirements referred to
above that are applicable to its major federal program for the year ended June 30, 2010.

Internal Control Over Compliance

Management of the District is responsible for establlshmg and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal 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 the
purpose of expressing our opinion on comptiance and to test and report on internal conirol over
comphance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over. Accordingly, we do not express an opinion
on the effectiveness of the District's internal control over compliance.
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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)

A deficiency in internal control over compliance exists when the design or operation of a control
aver compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compiiance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control cver
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compiiance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis.
a&r

Our consideration of internal control over compiiance was for theslimited purpose described in
the first paragraph of this section and was not desagned to u;j y all deficiencies in internal
i deficlencies, or material

This report is intended solely for the informa
management, and federal awarding agencies and is
by anyone other than these specified parties

Omaha, Nebraska
December 3, 2010
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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PAPIO-MISSOUR! RIVER NATURAL RESQOURCES DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
Year Ended June 30, 2010

A. SUMMARY OF AUDIT FINDINGS

FINANCIAL STATEMENT AUDIT

Type of auditor's report issued: Unqualified

Internal controt over financial reporting:

Material weakness{es) identified: No
Significant deficiency(ies) identified that are not considera
to be a material weakness{es): No
Noncoempliance material to the financial statement No X
MAJOR FEDERAL AWARD PROGRAM AUD)
Internal control over major programs:
Yes No X
Yes No X
Ungualified
Audit findings disciosed thlaf* i’ejrequired fo be reported in
accordance with 510{a) OMB Circular A-133; Yes No X
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PAPIO-MISSOUR! RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
Year Ended June 30, 2010

A. SUNMMARY OF AUDIT FINDINGS (Continued)
MAJOR FEDERAL AWARD PROGRAM AUDIT (Continued)
The only program tested for compliance was the Watershed Protection and Flood Pravention

program {CFDA No. 10.904) which is funded though the U.S. Department of Agricufture ~
Natural Resources Conservation,

Threshoid used for distinguishing between Type A and B programs: $300,000

{s the Papio-Missouri River Natural Resources District

considered to be a low-risk auditee: No
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
Year Ended June 30, 2010

B. FINDINGS - FINANCIAL STATEMENT AUDIT
MATERIAL WEAKNESSES
2010-1 Condition: During fieldwork we noted that the District did not properly record receivables
due from other entities as of the year end. In addition, the District did not properly

record the balance of two note receivables for the proprietary fund Washington County
#2.

"other entities and notes receivable

resulted in a material misstatement of the DistrictSifinancial statements.

Recommendation: We recommend ¥
and accounting of such receivahles.

Response: This timin
have been recorded sé&
of these receivablas,
revenue in the proper pe @
revenue has peern 3

. Now that the current accounting staff is aware
iake ad}ustments at the end of the year to recognize the
r the ﬂnanaal statements. For our budget reports the
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PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
Year Ended June 30, 2010

B. FINDINGS - FINANCIAL STATEMENT AUDIT
MATERIAL WEAKNESSES (Continued)
2010-2 Condition: Federal expenditures were improperly reported in prior years’ Schedule of
Expenditures of Federal Awards. In addition, a prior period adjustment in the amount of
$223,879 was made to correct the beginning due from agency amount for the Sectian

319 Project 56-0788 Whitted Creek Rehabilitation Project.

Criteria: The responsibility for the proper reporting of fed
awards resides with the management of the District. 4

Effect: The District failed to record grant®
adjustment did not affect our major program d natlon in prior years, fallure to frack
federal expenditures or reimbursemeant creaie fraccuracies in the District's Schedule
of Expenditures of Federal Awards antihe. | forrrra“fz‘ 0 reported on the Data Coliection

Form.

tinued adherence to the District's grant
operation and communication between the

Recaommendation: We
momtorlng process necel

diocess imp oved greatly during FY10, we did dlscover a few
vih"ljgﬁworkmg on the current year. . Staff recommends an
an&seand Associates, the project managers, and accounting
one involved understands reporting requirements. The

of accounts by project beginning-in FY11 will also help us to
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
Year Ended June 30, 2010

B. FINDINGS - FINANCIAL STATEMENT AUDIT
MATERIAL WEAKNESSES (Continued)
2010-3 Condition: During fieldwork we noted that the District did not properly capitalize
construction in progress in the years the work was completed. This resulted in a prior

period adjustment in the amount of $7,836,503.

Criteria:  The responsibility for the proper tracking of property plant and eguipment
additions is required by Governmental Accounting Standards’Board Statement No. 34.

Cause: The Disirict capitalizes projects at compi i does not have a formal
procedure to ensure that construction in progress jgi Bach year.

Effect: Failure to record these resulied mf material misstatemment of the District's
financial statements. e

Recommendation: The District curr@ntly trac
each project. We recommend the iR
infrastructure costs in a constructio
for financial reporting purposes.

SEe

g ;Ze all capital improvements and -
aca&mnt in the year they are incurred

Response: Now that thespistrictis awar the issue, steps will be taken to ensure the
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PAPIO-MISSOURI RIVER NATURAL RESOQURCES DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
Year Ended June 30, 2010

B. FINDINGS — FINANCIAL STATEMENT AUDIT
SIGNIFICANT DEFICIENCY

2010-4 Condition: Property and equipment disposals are not reconciled to the géneral ledger.
During our fixed asset disposal testing we tested fourteen assets, from which we noted

that two assets marked for deletion are stifl used by the District.

Criteria:  The responsibility for the proper tracking of propeﬁy, plant and equ:pment'
disposals is reguired by Governmental Accounting Standafis Board Statement No. 34.

Cause: The District does not have a formal proced|

| nsure that disposals of fixed
assets are reported to the accounting department.asthey :

Effect: Without such a procedure, the Iikelli_ incregses that Higposals are not being
recorded. A
Recommendation:

asset ciisposals should be adopted

have been dlsposed i e
form be used fg

fons and disposals to facilitate communication batween
is being drafted for immediate implementation.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
Year Ended June 30, 2010

C. FINDINGS AND QUESTIONED COSTS ~ MAJOR FEDERAL AWARD PROGRAM AUDIT

No significant deficiencies or material weaknesses were noted during the major federal
awards program audit.
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PRIOR YEAR AUDIT FINDINGS




PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT
PRIOR YEAR AUDIT FINDINGS
Year Ended June 30, 2010

FINANCIAL STATENENT AUDIT
No significant deficiencies were noted during the prior year.

MAJOR FEDERAL AWARD PROGRAM AUDIT
No significant deficiencies were noted during the 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) as of and for the year ended June 30, 2010, in accordance with
auditing standards generally accepted in the United States of America, we considered the
District's internal contro! over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing aur opinion on the financial statements, but
not for the purpose of expressing an opm:on on the effecuvenegs of the District's internal
cantrol. Accordingly, we do not express an opinion on the effecti \teness of the District's intemal
control.

Cur consideration of internal control was for the Ilmlted ngI'DDSE“‘*d; cribed in the preceding
paragraph and was not designed to identify alf deﬂc;@cnes in mterng\i%controi that mighi be
significant deficiencies or material weaknesses and erefora there cafi iBe no assurance that
all deficiencies, significant deficiencies, or material® : kn‘aS?es have been identified. However,
as discussed helow, we identified certain deficiencies ternal control that we consider to be
material weaknesses and other deficiencies that we consiger to be significant deficiencies.

TR

opér‘atlon of a control does not allow
pepforming their assigned functions, to
a timely basis. A material weakness is a

A deficiency in intemal control exists when the, d
management or employees, in the normal cétrs
prevent, or detect and correct m|ss*iatagnenis-‘

deﬂcnency, ar a combmat:on of Si‘L CIGI‘IG;!ES in n‘zf:‘ernaf control such that there isa reasonable
ditEentitl:

During fieldwork we note finat the District did not properly record receivables due from other
entities as of the year énd. These receivables were part of an interlocal agreement and
-while they were properly tracked by the project manager, the balances were not properly
recorded by the accounting department. We recommend the District develop a process for
communication and accounting of such receivables.

Schedule of Expenditures of Federal Awards

The District has a history of a lack of communication between the accounting department
and project managers regarding federal funding. As a result, federal expenditures were
improperly reparted on the prior years’' Scheduie of Expenditures of Federal Awards.
Should this control deficiency persist it will continue to impact OMB Circular A-133
Campliance, the District's Schedule of Expenditures of Federal Awards, and the information
contained on the Data Collection Form. Woe strongly recommend adherence {o the District’s




Board of Directors

Papio-Missouri River Natural Resources District
Omaha, Nebraska

Page 2 of 4

grant monitoring process necessitating stronger cooperation and communication between
the accounting depariment and project managers.

Construction in Progress

During our fieldwork we noted that the District did not properly capitalize canstruction in
progress in the years the work was completed. This resulted in a prior period adjustment in
the amount of $7,836,503. The District capitalizes projects at cogppletlon and does not have
a formal procedure in place to ensure construction in progresﬁnas reported each year, The
District currently tracks the construction in progress costs fq ach project. We recommend
the District capitalize all capital improvements and mfrasjrucf 2. costs in a construction in
prograss account in the year they are incurred for fman.ﬁ al reporf' B.pUrposes.

A significant deficiency is a deficiency, or a combma;' H of def igiencies, ifdnternal control that is
less severe than a material weakness yet lmportan%" ;pugtﬁt@" merit attention by those charged
with governance. We consider the following deﬁmen Je District's internal controf to be a
significant deficiency:

Fixed Asset Disposals

g we tested fourteen assets, from which we noted that
I used ;y the District. The District does not have a

uch a* mcedure the likelihood increases that disposals
2ien leads to a situation where fixed assets that physically
aSagg;.[tsting used for accounting purposes do not recanciie,
to “gfisure the reporting of fixed asset disposals. should be
lolk ] he necessary level of approval for the disposal. This
information shouldizhe repoged to the accounting department on a timely basis. A
standardized form cBilg ba @eveloped to provide adequate accounting documentation and
to provide evidence of adiisrence to the District policy.

department as they occur.
are not belng record

e

In addition, during our audit, we noted certain matters involving the internal control and other
operational matters {hat are presented for your consideration. This letter does not affect our
report dated December 3, 2010 on the financial statements of the District. We will review the
status of these comments during our next audit engagement. Our comments and
recommendations, all of which have been discussed with appropriate members of management,
are intended to improve the internal control or result in other operating efficiencies. We will be
pleased to discuss these comments in further detall at your convenience, perform any additional
study of these matters, or assist you in implementing the recommendations. Our comments are
summarized as follows:




Board of Directors

Papio-Missouri River Natural Resources District
Omaha, Nebraska

Page 3 of 4

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. The District's accounting
personnel should review and initial every entry made. In addition, journal entries should
always be supporied by appropriate documentation and apprgyal. Good documentation
serves as an accounting record and facilitates future follow- :’?as well as additional insight
for other users. 3

Segregation of Duties

employee's integrity and to maintain thé@?ﬁﬁ%&gﬂtroi system possible. For this reason, we
feel that the District should adhere to thair Bgatiof~of duties policies as closely as

possible.

Accounts Payable p
4 it G
We noted that the District liehecks:signed at the July Board meeting as of year end
i rly excluded from the accounts payable balance at year
stiet requires this for budgetary purposes. We recommend

iz

< gtior‘?%ntry to report the expenses in the proper period for

financial reportit;
In addition, during 6 Esearchi¥for unrecorded liabilities we found several invoices that were
improperly excluded fronyithe accounts payable balance at year end. This is not unusual
given the nature of mary of the construction invoices that the District receives. These
invoices are commonly submitted months after the services take place. Cutoffs are critical
for the accuracy of the accounts payable balance and we recommend the District closely
scrutinize invoices several months subsequent to year end,

Leased Copiers

Copiers and scanners contain a hard drive that stores images of the documents used by the
machines. These Images have the potential to contain sensitive information, When an
entity leases rather than purchases their copiers we recommend they consider wiping the
hard drive clean for confidentiality purposes,




Board of Directors

Papio-Missouri River Natural Resources District
Omaha, Nebraska

Page 4 of 4

Accounting Department Office Facilities
The accounting department maintains a significant amount of sensitive files and data and
we feel it is important to provide proper safeguards over these assets. Currently, the
accouniing department is located in an open desk area of a public building. We recommend

the District consider moving the accounting department in a more secure location.

Contract Review

cts throughout the ordinary
Ry additional contract review

The District enters into a significant amount of complex
course of business. We recommend the District conu__g"n‘e
engagement ba performed fo ensure all contracts are
involved.

Bond Projection

The Governmental Accous
Fund Balance Reporting a
Statement is to enhagx ‘

g Sta}my Us, Boghd (GASB) issued GASB Statement No.54,
Go;{éé?n me fé’i;fFund Type Deﬁmtfons The objectlve of thls

i 'an be more consistently applied and by clarifying the
d itype ‘&ef nitions. The requ;rements of this Statement are

effective for finapg
be required to ad%

We believe that the impiefs on of these recommendations will provide the District with a
stronger system of internal Control while also making its operations more efficient. We will be
happy to discuss the details of these recommendations with you and assist in any way possihie
with their implementation,

This communication is intended solely for the information and use of management and the
Board of Directors and is not intended to be and should not be used by anyone other than these

specified parties. _
BLamnd vhspespres, DL

Omaha, Nebraska
December 3, 2010




MEMORANDUM

To: Board of Directors

Subject: Response to FY 2010 Audit Management Letter
Date: November 5, 2010

From: Carey Fry, District Accountant

John Winkler, General Manager

Below are our responses to the Issues raised in the draft management letter from Bland and Associates
received on November 3, 2010.

Recording Receivables

This timing issue resulted from ongoing receivables that initially should have been recorded several
years ago. Now that the current accounting staff is aware of these receivables, we can make
adjustments at the end of the year to recognize the revenue in the proper period for the financial
statements. For our budget reports, the revenue has been recognized when received, as is appropriate

under the cash basis.

Schedule of Expenditures of Federal Awards

Although the process improved greatiy during FY10Q, we did discover a few issues from priar years while
working on the current year. Staff recommends an infarmation session with Bland and Associates, the
project managers, and accounting to make sure that everyone involved understands reporting
requirements. The reorganization of our chart of accounts by project beginning in FY11 will also help us
to make sure that expenditures are reported correctly.

Fixed Asset Disposals

We attempted this year to purge the asset listing of items suspected to have been disposed in the past.
Staff agrees with the recommendation that a standard form be used for both additions and disposals to
facllitate communication between departments, This standard form is being drafted for immediate

implementation,

Journal Entries

During FY10, the accounting department kept a binder of handwritten journal entry forms with signed
approvals. We are not aware that any forms are missing. The new system implemented in FY11
generates journal entry sheets with information on which user created and posted each entry. We feel
this will be an improvement from an audit standpoint for several reasons. Data entry from a
handwritten form may be prone to error, and it would be harder to tamper with approval information
captured electronically. At a time when many businesses are moving towards paperless offices, there [s
no reason to continue handwritten forms.




Documentation Is mostly maintained separately from the Journal entries, as the bank statements and
the rural water reports are kept in their own files. We have found this to be the most efficient

organization,

Sepregation of Duties

For cross-training purposes, the receptionist was taught to enter receipts into the rural water system,
Although her work was reviewed by the accounting assistant, we will take better care in future to ensure
that she does not take the same deposits to the bank. It should be noted that, especially in smaller
departments and agencies, perfect segregation of duties at all times is unrealistic,

Accounts Payable

Checks to be approved at July board meetings need to be dated June 30 to arrive at the cash on hand
balance at the end of the year for budget purposes. Otherwise It would appear that we had quite a bit
more money for the following fiscal year than we actually did, as June's expenditures would not have
been deducted. We can make an adjusting entry to reverse this for the audited statements In future

years,

To some degree, unrecorded llabilities are an unfortunate fact of life. Our auditors are correct in that
invoices continue to trickle in months after the fiscal year ends. However, we must cut them off at some
point to submit our trial balance for thelr review, which takes place well before the recommendad
“several months subsequent to year end.”

Leased Copiers

The District will work with the vendor and our 1.T, Department to wipe the hard drive clean before the
copier leaves the District’s possession.

Accounting Department Office Facillties

The District has presented plans to the Board of Directors to remadel the District offices and to move
the Accounting Department into a locked and secured area. However, due to budgetary constraints the
District Is not in a position to undertake this effort at this particular polnt in time.

Contract Review

The District will take this recommendation under advisement, however, budgetary constraints and other
factors will need to be weighed.

Bond Projection

The District does not have concerns regarding its bonding debt requirements at this time.

Recent Accounting Requirements




The District understands the GASB-54 reparting requirements and understands it will need to adopt
GASB 54 in its 2011 financial statements.

District management works cooperatively with the current District Audftor Bland and Associates to
implement recommendations to make the District's internal control system more effective and efficient.
As noted in the above responses to the auditor's recommendations, the District has proactively taken
steps to address the issues raised by the auditor and to further strengthen its financial processes and
procedures,




