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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, 2006. 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 proprietary funds are also discussed.

FINANCIAL HIGHLIGHTS

e With the exception of the increase in Land and infrastructure, the District's net assets
remained virtually unchanged for the year. Net assets increased by $4,758,346 which is
an 11.6% increase when compared to the previous fiscal period.

» Total net assets are comprised of the following:

1} Capital assets, net of related debt, of $w 171 484. Depreciable and non-
depreciable assets, net of accumutlated depreclatlon are reduced for the
oufstanding debt related to the purcﬁase or con structlon of capital assets.

2) Restricted and Sinking Fund net assets"in the ¢ ggregate of $1,829,906. These
funds are subject to debt covenams f&deral laws, and related regulations.

3} Unrestricted net assets og $17, 841 ‘*05% These assets are available to maintain

g ga ons
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the District's cogg‘%%n C
» During the year, the, Dis rlctgenerated $21,347 669 of property taxes and other
revenues. This is an lncrease from last year's revenues of $13,697,744.

e Total liabilities of the D|str1ct increased by $4,371,076 to $5,940,018 for the fiscal year
ended June 30, 20086.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management's Discussion and Analysis introduces the District's basic financial statements,
which include the foliowing:
» Government-wide financial statements
Fund financial statements
Notes to the financial statements
Supplemental information

Government-wide Financial Statements

The District’s annual report includes two government-wide financial statements: the Statement
of Net Assets and the Statement of Activities. These statements provide both long-term and
short-term information about the District’s overall status. Financia! reporting at this level uses a
perspective similar to that found in the private sector with its basis in full accrual accounting and
elimination or reclassification of internal activities.
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Bath 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, public services such as trail and campground maintenance and
educational materials, and recreation such as fishing and camping. The District’s business-type
activities include four rural water districts and four other trail and waterway construction and
preservation projects.

Statement of Net Assets

This is the District-wide statement of financial position presenting information that includes alt of
the District's assets and liabilities, with the difference reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the financial
position of the District as a whole is mprovmg}m om’detengratlng Evaluation of the overall
financial heaith of the District would extend to other non-f nanmal factors, such as the condition
of the Disfrict’s capital assets, in addition to he_ﬂnanma mformatlon provided in this report.

Y

This is the District-wide std ement WwhiC f’Ervg.ports how the District's net assets changed during
the current fiscal year. All &‘urrent yearQrevenueS and expenses are included regardless of when
cash is received or paid. An lgnpoﬁant purpose of the design of the statement of activities is to
show the financial reliance of the District’s distinct activities or functions on revenues provided
by property tax collections.

Statement of Activities

Fund Financial Statements

A fund is an accountability unit used to maintain control over resources segregated for specific
activities or objectives. The District’s system of internal control employs funds to ensure and
demonstrate compiiance 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, aggregate presentation.

The District's two types of funds are the Governmental Fund and the Proprietary Funds. 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 accountability focusing on the use of spendable resources
and balances of spendable resources available at the end of the year. They are useful in the
budgeting process when evaluating the annual financing requirements of governmental
programs and the commitment of spendable resources for the near-term.
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Since the government-wide focus includes the long-term view and the near term, comparisons
between these two perspectives may provide insight into the long-term impact of short-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
assist in understanding the differences between these two perspectives.

Budgetary comparison statements are included in the basic financial statements for the general
fund. These demonstrate compliance with the District's adopted and final revised budget.

Proprietary funds generally report services for which the District charges customers a fee.
These enterprise funds essentially encompass the same functions reported as business-type
activities in the government-wide statements. The Dakota, Washington #1 and #2, and
Thurston County Rural Water Districts, as well as four waterway reconstruction projects,
comprise the District's proprietary funds. a

i 3,

Proprietary fund statements provide both longterm an&?ﬁi‘_short-term financial information
consistent with the focus provided by the g%yernn‘i%_nt‘f‘i}vide financial statements but with more
detail for major enterprise funds. Individua E_g'ﬂfi’hdrinfq‘rmation for non-major enterprise funds is
found in combining statements in a;([a‘?éaﬁ3sec1-ibmoﬁf-mj§“report.

. . ” ] b aitin 1
Notes to the Financial Statefnentsh. W, &

AN
The accompanying notes ‘t%;tlhe?inancial statements provide information essential to a full
understanding of the governmefit-wide and fund financial statements.

Supplemental Information

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

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

The District implemented the new financial reporting model used in this report beginning with
the fiscal year ended June 30, 2003. Over time, as year-to-year financial information is
accumulated on a consistent basis, changes in net assets may be observed and used to
discuss the changing financial position of the District as a whole. The table on the next page
summarizes the District’s net assets.
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Current and other assets
Capital assets, net of
accumulated depreciation
Total assets

Long-term liabilities
Other liabilities
Total liabilities

Net assets:
invested in capital assets,
net of related debt
Restricted
Unrestricted
Sinking Fund
Total net assets

A1
%F
0@0

R

Year ended June 30, 2006 6’80{900‘9
473 §2 Sio
Summary of Net Assets
Governmental Business-Type

Activities Activities Total
3 18,483,895 % 2,578,618 § 21,072,513
29,259,852 7,248 103 36,507 955
47,753,747 9,826,721 57,580,468
193,019 5,385,944 5,578,963
2,578,821 580.243 3,159,064
2,771,840 . 5,966,187 8,738,027
2917484 %™ & - 29,171,484
634,863 507,808 1,142,671
@™ 14,488,325%, 3,352,726 17,841,051
¥ 687,235 . 687,235
44981907 $ 3,860,634 § 48,842 441

y_q@ﬂ‘i@] 2.

1

§

The District reporied positive Bq!ah’Ces in net assets for both governmental and business-type
activities. The change net assets, an increase of $4,758,346 for governmental activities and
$338,964 for business-type activities, was due to the respective excesses of revenues over
expenditures during fiscal year 2006.

The table on the next page summarizes the District's changes in net assets from revenues and

expenditures.

The District is heavily refiant on property taxes to support governmental

operations, since taxes provide 83% of the District’s total governmental revenues.
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Revenues:

Program revenues
Charges for services
Operating grants &

contributions
Capital grants

General revenues
Property taxes
Assessment income
Interest income

Total revenues

Expenses:
General administration
Information & education
Flood prevention
Erosion control
Water quality
Recreation
Forestry & wildlife
Capital improvements
Cost sharing
reimbursement
Unallocated depreciation
Interest on long-term debt
Rural Water Districts
Other proprietary funds

Total expenses

Change in net assets
Beginning net assets

Ending net assets

Ny Sty
Year ended June 30, 2006
Summary of Changes in Net Assets
Governmental Business-Type
Activities Activities Total
% of % of % of
2006 Totat 20086 Total 20 Total
$ 195,648 1.0% $ 1,340,570 914% $ 1,536,218 7.6%
2,881,923 15.3 - - 2,881,923 14.2
15,730,261 83.7 - 15,730,261 77.7
- - 58, 340" 4.0 58,341 0.2
- - 67 654 4.6 67,654 0.3
18,807,832 100.0% 466, 56% 100.0% 20274397  100.0%
4,026,485" W - - 4,026,485 26.6
165,010 & 1 - - 165,012 1.1
116,207 . sl - - 5,116,207 337
1,940 135! & 13.8 - - 1,940,135 12.8
867,220 4.7 - - 867,222 4.4
975,009 6.9 - - 975,009 6.4
1,245,290 8.9 - . 1,245,290 8.2
250,070 18 - . 250,070 1.7
(618,305) (4.4) - (618,305) (4.1)
276,618 2.0 - - 276,618 1.8
5,743 0.0 - - 5,743 0.0
- - 939,347 83.3 939,347 6.2
- - 188,254 16.7 188,254 1.2
14049486  100.0% 1,127601  100.0% _ 15177,087  100.0%
4,758,346 338,064 5,097,310
40,233,561 3,521,570 43,755,131
$ 44,981,907 $ 3,860,534 $ 48,842,441



¥
PAPIO-MISSOURI RIVER NATURAL RESOURCES f/gm T

MANAGEMENT'S DISCUSSION AND ANALYSIS (Contml@bo RD &
47

Sk,
Year ended June 30, 2006 SONLy SS[OJV

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 financiai
resources except those required to be reported in a separate fund. The fund balance of the
General Fund increased by $5,261,985 to $9,519,725.

Proprietary Funds

The proprietary fund statements share the same focus as the government-wide statements,
reporting both short-term and long-term information for the current fiscal year. The major
proprietary funds for the District are the Dakota, Washmgtog #1, Washington #2, and Thurston
County Rural Water Districts. The fund balances for thgse“funds increased $377,711. The fund
balance for the non-major proprietary funds decreased by $38,746. The total net assets
increase by $338,964 to $3,860,534. g b

..

CAPITAL ASSETS AND DEBT ADMINISTR TION

Capital Assets

The District's investment mi\{capl Jﬁ ssets net of accumulated depreciation, for governmental
and business-type activities} agdiof June 30, 2006, was $29,259,852 and $7,248,103,
respectively. The total lncreasﬁﬁ?n this net investment was 7.5% for governmental and 29 7%
for business-type activities. The table on the next page summarizes the District’s capital assets
net of accumulated depreciation and compares the balances at the current year-end to the
previous year-end balances.
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Capital Assets Net of Accumulated Depreciation
Governmental Business-Type
Activities Activities Total Total
2005 200 005 2006 2005 2006 % Chg

Non-Depreciable Assets:
Land and

Infrastructure  $22,611,892 $24,854632 $ 19125 $ 19,125 $22,631,017 $24,873,757 9.9%

Construction in

Process - - 3,180,409 - 3,180,409 - {100}
Depreciable Assets:

Capital e

improvements 2,055,772 2,074977 2,968,052  7,936/638 5023824 10,011,615 99.3
Buildings and A

Improvements 3,872,057 3,895883 1 ,755,601»%.’?’;#‘ 1,755,601, 5,627,658 5,851,494

Vehicles and P

Equipment 4,160,960 4,287,259 5;1{207 n, 34,207 4,195,167 4,321,466

Depreciation (5,469.677)  (5.852,909)um

-a:,,y(ﬁa:ﬂg?,afsa) (7.839,173) (8.350.377)

e

¥ b

Total $27,231,004 $2ﬂ9,'2-59ﬁ,-85“é§;ﬁ€$;5_,587ﬁi898 $7,248,103 $32,818,802 $36,507,955 11.2%
T

Long-Term Debt

At the end of the fiscal year, the District had $5,940,018 in bonds and notes outstanding. The
table below summarizes the District's outstanding debt at June 30, 2006.

Qutstanding Debt at Year-end

Governmental Business-Type
Activities Activities Total
2005 2006 2005 20086 2005 2006

Notes payable $ 151991 § 88,368 $ 1416951 $ 5851650 $ 1,568,842 $ 5,940,018
Line of Credit - - 2,065,000 - 2,065,000

Total $ 151,991 3 BB,368 $ 3,481,951 $ 5851650 $ 3,633,942 $ 50940018
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ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Papio-Missouri River Natural Resources District’s Board of Directors adopts a budget each
fiscal year that complies with the reporting regulations imposed by the State of Nebraska. This
budget can be modified during the year with the approval of the Board. Economic factors, such
as property tax rates and the availability of federal and state funding, play a major role in the
District's budgeting process.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide a generat overview of the District's finances, comply
with finance-related laws and regulations, and demonstrate the District's commitment to public
accountability. If you have questions about this report or: would like to request additional
information, contact the District Accountant at 8901 So%praf%f“ Street, Omaha, NE 68138.

A
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INDEPENDENT AUDITORS' REPORT ON BASIC FINANCIAL STATEMENTS AND
SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

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

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of
Papio-Missouri River Natural Resources District (the District), a political subdivision of the State
of Nebraska, as of and for the year ended June 30, 2006, which collectively comprise the
District's basic financial statements as listed in the table of contents. These financial statements
are the responsibility of the District's management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing sta_gd%ﬁs generally accepted in the United
States of America and the standards applicable E%ﬁfinancigﬁ[ audits contained in Government
Auditing Standards, issued by the Comptroller G ngraf:hof th'éé;i‘_‘United States. Those standards
require that we plan and perform the audit to, obtd'mﬁasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amdﬁ?ﬁs an‘;;igiscibgufes in the financial statements. An audit
also includes assessing tl‘lﬁeﬁg,gﬁp‘“’;lyiggm_prl’n,'ciples used and significant estimates made by
management, as well as gvaluatip g‘?thé“‘c’if\'ze"all financial statement presentation. We believe
that our audit provides a rea'égnabl%.bﬁfsis for our opinion.

In our opinion, the financial statéments referred to above present fairly, in all material respects,
the financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the District as of June 30, 20086, and the
respective changes in financial position and cash flows, where applicable, thereof for the year
then ended in conformity with accounting principles generally accepted in the United States of
America.

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

In accordance with Government Auditing Standards, we have also issued our report dated
September 29, 2006, 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 grants. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and shouid be read in conjunction with this report in considering the results
of our audit.
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Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental information on pages 30 to 41 is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The
accompanying schedule of expenditures of federal awards on pages 42 and 43 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 a
required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Omaha, Nebraska
September 29, 2006
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EXHIBIT A

PAPIG-MISSOURI RIVER NATURAL RESOURCES DISTRICT TEM%

STATEMENT OF NET ASSETS

June 30, 2006 URPO

Governmental Activities Business-Type Adlivittes Total
ASSETS
CURRENT ASSETS
Cash and cash equivalents (Notes A and B) 5 7,575,085 5 1,083,114 $ 8,668,199
Cash on deposit with County Treasurers (Note B) 284,009 348 284,357
Unrestricted investments (Notes A and B} - 862,512 862,512
Taxes receivable {Note A} 9,111,446 - 9,111,448
Service receivables 14,934 97,937 112,871
Assessments receivable - 11,955 11,855
Interest receivable 317 2,202 2,519
Duge frem funding agency (Note O} 139,674 - 139,674
Infernal balances (Note C) 46,332 (46,332) -
Inventories (Note A) - 49 074 49074
17,174,797 2,070,810 19,242 607
NONCURRENT ASSETS

Restricited assets {Note i)

Cash and cash equivatents {Note [} 634,863 - 634,863

Invesiments (Note 1) 687,235 507,808 1,195,043
Capiial assets (Notes A, F and G)

Land and infrastructure 24 B54832 19,125 24,873,757

Capital improvements 2 074/‘@{31"’ 7,936,638 10,011,615

Buildings and improvements 3, 895 893 1,755,601 5,651,494

Wehicles and equipment '.‘4,287,259“ 34,207 4,321,466 -
Accumulated depreciation (5,852,909 (2,497 468} {8,350,377)
Tetal capital assets . \ﬂ‘lf“ 28:959,852 7,248,103 36,507,955
% %ﬁ: ‘%30 581,950 7,755.911 38,337,851
ahfﬁﬁ’1 - 47;753,747 5 9,826,721 3 57,580,468
LIABILITIES AND NET A‘SSETS
LIABILITIES
CURRENT LIABILITIES
Accounts payable 2,424,459 3 55,628 3 2,479,987
Accrued salaries and payroll withhoklings 31,510 - 31,510
Accrued expenses 35,838 56,153 91,892
Deferred revenue (Note A) - 2,856 2,856
Current portion of long-term debt (Note H) 66,880 465,706 532,386
Current portion of accrued compensated absences (Note K 20,333 - 20,333
2,578,821 580,243 3,159,064
NONCLIRRENT LIABILITIES
Long-tesm debt, net of current portion {Note H) 21,688 5385 944 5,407 832
Accrued compensated absences, net of current portion (Note K) 171,339 - 171,331
193,019 5,365,944 5578,963
2,771,840 5,988,187 8,738,027
NET ASSETS
Invested in capital assets, net of related debt 29,171,484 - 28,171,484
Restricted 624 883 507,808 1,142,671
Unrestricted 14,488,325 3,352,726 17,841,051
Sinking fund 887,236 - BB7,235
44,881,807 3,860,534 48 842 441
§ 47,753,747 3 9,826,721 ] 57,580,488

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

3
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

FUND FINANCIAL STATEMENTS




ATIVE o

P RD XHIBIT C
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTHIESES OJI&?‘S@ION

BALANCE SHEET - GENERAL FUND

June 30, 20086

General Fund

(Note A)
ASSETS AND OTHER DEBITS

Cash and cash equivalenis (Notes A and B) $ 7,575,085
Cash on deposit with County Treasurers {Note B) 284,009
Receivables

Taxes (Note A) 9,111,446

Services 14,934

Interest 317
Due from

Funding agency (Note D) 139,674

Other funds {Note C) 46,332
Prepaid expenses {Note E) - -
Restricted assets (Note 1)

Cash and cash equivalents (Note 1) 634,863

Investments(Note 1) 687,235

$ 18,493,895

A o
il i
i i1
N 1 {1
n I W
. j
i T
oy i

| 3 i o I
THER CREDITS

LIABILITIES, FUND-EQUITY, AND OT
ﬁ!?f:(_'b 7 ‘ -.%!p ¥
LIABILITIES A
Accounts payable $ 2,424,459
Accrued salaries and payroll withholdings 31,510
Accrued expenses (Note K) 56,172
Deferred revenue (Note A) 6,380,659
8,892 800
FUND EQUITY AND OTHER CREDITS
Fund balance
Reserved 634,863
Sinking fund 687,235
Unreserved 8,278,997
9601,095

$ 18,493,895

The accompanying notes to basic financial statements
are an integral part of these statements
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TENTA _
PAPIO-MISSOURI RIVER NATURAL RESOURCES P’% OR DIsC SSI(;;HIBIT .

RECONCILIATION OF THE GENERAL FUND BALANCE SHEET TO THE STATEMENT OF%Q)SSETS

June 30, 2006

Totat Fund Balances - Governmental Funds 3 9,601,095
Amounts reported for governmental activities in the statement of net assets
are different because:
Capital assets used in governmental activities are not financial resources and
therefore are not reported in the fund financial statements:
Land and infrastructure $ 248548632
Capital improvements 2,074,977
Buildings and improvements 3,895,893
Vehicles and equipment 4,287,259
Accumulated depreciation {5,852,8089)
29,259,852
Liabilities which are not due and payable in the current pariod are therefore
not reported in the governmental funds:
Long-term debt {88,368)
{171,331)

Compensated absences

B,

Revenues deferred in the prior period now recogmzed as revenue 5,380,659

Net Assets of Governmental Activities 3 44 981,907

The accompanying notes fo basic financial statements
are an integral part of these statements
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PAP|O-MISSOURI RIVER NATURAL RESOURCES DISTRICT E OIVLY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - GENERAL FUND

REVENUES Year ended June 30, 2006 -
General administration $ 19,569,319
rlood prevention 1,117,929
Water quality 75,420
Recreation 330,513
Forestry and wildlife 254 488
21,347,669
EXPENDITURES
Current
General administration 4,069 883
Information and education 165,012
Flood prevention 5,199,750
Erosion control 3,845,462
Water quality 667,222
Recreation 890,873
Forestry and wildlife 1,518,364
Indirect cost reimbursement {158,835)
Cost sharing reimbursement (618,306)
Capital improvements 436,853
Debt service
Principal retirement 63,623
interest 5743
16,085,684
EXCESS OF REVENUES OVER EXPENDITURES 5,261,985
FUND BALANCE - BEGINNING 4,257 740
FUND BALANCE - ENDING $ 9518725

The accompanying notes to basic financial statements
are an integral part of these statements
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TEN
PAPIO-MISSOUR| RIVER NATURAL RESOURCES DISTRICTT‘.%II;RP FOR DISCI]EXH”?IT L1
; OSES NLY 88105 N

RECONCILIATION CF THE CHANGE IN FUND BALANCE - GENERAL FUND
TO THE CHANGE IN NET ASSETS OF GOVERNMENTAL AGTIVITIES

June 30, 2006
Net Change in Fund Balances - Total Government Funds 5 5,261,985

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

Capital outlays are reported as expenditures in governmental funds. However,
in the statement of activities, the cost of capital assets is allocated over their
estimated useful lives as depreciation expense. In the current pericd, these
amounts are:

Capital outtays and capital asse! expenditures 2,520,631
Depreciation expense (499,056)

Repayment of long-term debt is reported as an expenditure in governmental funds.
in the statemant of net assets, the repayment reduces long-term liabilities.

Repayments 63,623

i
Full accrual accounting records revenues when earned. Modified acgrual record‘w
revenues that are measurable and available. G

(2,588.837)
$ 4758346

Difference in property tax revenue accrual

Change in Net Assets of Governmental Aclivities

The accompanying notes to basic financial statements
are an integral part of these statements
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SET
CURRENT ASSETS
Cash and cash equivalents (Notes A and B}

Cash on deposit with Ceunty Treasurers {Nota B)

Unrestricted invesiments {Note A)
Recsivables

Servicas

Agspssments

Interest
Due from other funds (Note C)
Inventories (Note A}
Prepaid expensas (Note E}

NONCURRENT ASSETS

Restricted investments (Note 1)

Capital assets (Notes A, F and G)
Land and infrastructure
Construction in progress
Capital improvements
Buildings and improvements
Vehicles and equipment
Accumulated depreciation

Tatal capital assets

LiABILITIES AND NET ASSET!

LIABILITIES
CURRENT LIABILITIES

Acgounts payable

Accrued 8xpenses

Due 1o other kunds (Note C)

Oeferred revenus

Construction note payable

Current portion of long-term debt (Note H)

NONCURRENT LIABILITES
Long-term debt, nat of curent pertion (Note H)

TOTAL LIABILITIES

NET ASSETS
Restricted
Unrestricted

PAPIQ-MISSCURI|

STATEMENT OF NET ASSETS - PROPRIETARY FUND

TENTAy,

IVER NATURAL RESOURCES DISTRICT

EXHIBIT E

FOR prec
P URPOggg Oﬁf IEJSSION

June 30, 2006
Dakota Thursten Washington Washington Non-major
Total County County County County Propristary Funds
(Memo Only) Rural Water Rural Water Rural Waler #1 Rural Water #2 {Exhibi K
5 1,093,114 & 143,757 5 74,560 § 450,242 5 152,086 5 272,468
348 - - - - 348
862,512 498,955 - 383,557 - -
97,837 38,728 9,535 38,553 13,122 -
11,955 - - - - 11,955
2,202 a13 517 355 517 -
49074 28,735 4,757 8,056 7527 -
2,117,142 708,987 89,369 BED,762 173,253 284771
507,808 72,500 58,308 37.000 340000 -
19,125 18,123 1.000 - - -
7.936,638 - 1,365,030 1.603,022 4,968,566 -
1,755,601 1,755 601 - - - -
34,207 34,207 -l - - -
(2,497.468) (916,222) (564,47ﬁ3‘g" {1,000,211) (16,562) -
gl
7.248.103 891711 .- T804 557~ 502,811 4,952,024 -
7,755,911 964,211 glﬂ ‘ B59.865 539,811 5,282,024 -
$ 0873053 5 1673498 Wi$ _«v049.734 1,500,574 § 5465277 3 284771
8,547 5 23,240 $ 6,229 $ -
26,076 3,215 20,951 -
5,255 14,552 1,280 -
- - - 2,856
12,905 35,000 347.802 -
2 117,658 53,783 76,007 378,272 2,856
elit
5,385,944 460,000 488,748 235,008 4,202,168 -
g012.518 577,658 542,529 311,007 4,578,470 2858
507,808 72,500 58,208 37,000 340,000 -
3,352,726 1,023,040 348,397 1,152,567 546,807 281,915
3,860,534 1,095 540 406,705 1,189,567 686,807 281,815
$ 9,871,053 s 1,673,198 $ 949,234 3 1,500,574 5 5485.277 ] 284,771

The accompanying notes to basic financial statements
are an inlegral part of these statements
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P FOR IBIT G
PAPIO-MISSOURI RIVER NATURAL RESOURGES DISTRICT URPOS ES gfiﬁys

ST
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS N ) 3 ON

Year ended June 38, 2006

MAJOR FUNDS
TOTAL Dakola Thurston Washington Washington NCNMAJOR
_(Memo only) Rural Water Rural Waler  Rural Water#1  Rural Water #2 FUNDS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from customers $ 910,048 $ 362614 $ 97,930 $ 358,680 § 80,824 $ -
Other aperaling receipts (disbursements) 385,622 1,598 1,007 23,942 230,072 79,003
Cash paid lo suppliers and employees (1.323,185) {229,741) (62,303) {257.633) (585,254) {188,254}
Net cash provided (used) by operating activities (17.515) 134,471 36,634 124,689 (204,358} (109,251}
CASH FLOWS FROM: INVESTING ACTIVITIES
Investments purchased {349,174) {1.940) {1,657} (5,577 (340,000} -
Interest received 67,655 20,865 5,807 24,747 4,072 12,164
Net casgh provided (used) by investing activilies {281,519} 18,925 4,150 19,170 (335,928) 12,184
CASH FLOWS FRCM CAPITAL AND RELATED
FINANCING ACTIVITIES
Proceeds from issuance of debt 2,485,000 - - - 2,485,000 -
Payments on long-term debt (115,300} {65,000 (15,300) (35,000} - -
Interest paid (68,025) {18,720) (26,992) (9,580} {13,723) -
Construction in progress 3,180,409 - - - 3,180,409 -
Capital improvements {4,968,586) - g - (4,968,586) -
Assessmenis received 58,341 - - - 58,341
Nel cash provided (used) by capital and retated
financing activities 570,839 {44,590) 683,100 58 341
wis
CASH FLOWS FROM NONCAPITAL FINANCING el
ACTIVITIES R .
Change in due to {from) othar funds T B H; (710} 1,483 5,806 {6,014) -
A = ! i w
Net cash provided {used) by noncapital financing % ‘} u
activities P e R (N e (710} 1,483 5,806 [6.014) -
& i -
NET INCREASE (DECREASE) IN CASH ANES"QASH X
EQUIVALENTS 5y §: 272,370 68,866 (25) 105,375 136,800 {38,746)
i
CASH AND CASK EQUIVALENTS (RESTRICTED ‘NE!}) it
UNRESTRICTED) - BEGINNING OF YEAR e 820,739 74,791 74,581 344 867 15,286 311,214
CASH AND CASH EQUIVALENTS (RESTRICTED AND
UNRESTRICTED;) - END OF YEAR $ 1,083,109 $ 143,757 3 74556 $ 450,242 $ 152,086 $ 272,468

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH PROVIDED (USED) BY OPERATIONS

CASH FLOWS FROM CPERATING ACTIVITIES
Operating income (loss) $ 2819894 $ 108713 5 5,862 $ 84,250 ] 182,420 $ {109,251)
Adjustments to recencile operaling income {loss)
to net cash provided (used) by operating activities

Deprecialion and atnortization 128,124 40,677 29,718 41,166 18,562 -
Changes in assets and liabitities
(Increase) decrease in receivables (15,254) {4,156) (1,918) 4,458 (13,640) -
(Increase) decrease in inventories (15,642) {9,074) {871) (2,170} {7.527) -
Increase (decrease) in accounts payable {410,144) {3,438) 3,393 {3,785) (408,306) -
Increase (decrease) in accrued expenses 17,407 1,747 447 1,080 14,133 -

Net cash provided (used) by eperating activities § (17515 § 13447 $ 36634 k] 124,989 $  (204.358) $ (108,261)

The accempanying nates to tasic financial statements
are an integral part of these slatements
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TENgy
PAPIO-MISSOURI RIVER NATURAL RESOURCES DIQ%WFORD

NOTES TO BASIC FINANCIAL STATEMENTS

Year ended June 30, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

District Activities

The District is one of 23 natural resource districts organized under the laws of the State of
Nebraska to aid in the conservation, protection, devgjppment, and management of the
natural resources of the State. Furthermore, thegsDistrict participates in jointly funded
governmental improvement projects. These projetts ar%é‘::cost-sharing arrangements, as the

District does not retain an ongoing financial infé’lﬁrfest in or ré‘g_ponsibility for the projects.

1 ¥ it

Reporting Entity iy, W;"@% i
. ‘ B e e .
The District, for financial ‘.gp&%giﬁ_mg%[pos?s, includes all funds relevant to the operations of
the District. The financi@[ statem‘é”qts of:4He District include those entities that are separately
administered organizations controlled by or dependent on the District. Control or
dependence is determiné“dﬁeomthe basis of budget adoption, taxing authority, funding, and
legislative intent. A

Based on the foregoing criteria, the financial statements of the following organizations are
inciuded in the accompanying government-wide and fund financial statements:

Dakota County Rural Water Project
Elkhomn River Bank Stabilization Project
Thurston County Rural Water Project
Washington County Rural Water Project #1
Washington County Rural Water Project #2
Elkhorn Breakout

Elk/Pigeon Creek Drainage

Western Sarpy Drainage Project

Of these funds, the Dakota, Thurston, and Washington County #1 and #2 Rural Water
Projects are major funds presented individually in the government-wide 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 Government Accounting Standards Board (GASB) Statement No. 34. The
District has no component units and is not a component unit of any other government entity.

13-



TEN
PAPIO-MISSOURI RIVER NATURAL RESQURCES DIST YFGRB{
S‘
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)  CSES ONgy Clse Sicy

Year ended June 30, 2006

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Reporting Entity {Continued)

The operations of each fund of the District are accounted for with a separate set of self-
balancing accounts comprised of its assets, liabilities, fund equity, revenues, and
expenditures (or expenses), as appropriate. District resources are allocated to and
accounted for in an individual fund based upon the purposes for which they are spent and
the means by which the spending activities are controlled. The various funds are grouped
into generic fund types in the government-wide and fund financial statements of this report
as follows:

(eneral Fund

The General Fund is the general operating fun%oMéDlstruct It is used to account for all
financial resources except those required to b accounte ¢ for in another fund.

Proprietary Funds

Proprietary Funds are used, to ~account for the operatlon of the District's activities that are
5 A tiBli,

financed and operated{in a anner simi ar to those found in private business enterprises.

Generally, the intent of the govemmg body is that the cost and expense of providing goods

or services to others on a; contmulng basis be financed or recovered primarily through sales

or other forms of user charges All Proprietary Funds are accounted for on an economic

resources measurement focus. This means that all assets and liabilities (whether current or

non-current) associated with their activity are included on their statement of net assets.

The Proprietary Funds apply all Governmental Accounting Standards Board (GASB)
pronouncements as well as the Financial Accounting Standards Board (FASB)
pronouncements issued on or before November 30, 1989, uniess those pronouncements
conflict with or contradict GASB pronouncements, in which case, GASB prevails.

Government-Wide and Fund Financial Statements

The government-wide financial statements include the statement of net assets and the
statement of activities, which report financial information for the District as a whole.
individual funds are not displayed nor are internal activity between or within funds
eliminated. The accrual basis of accounting and the total economic resources measurement
focus are used. The statements distinguish governmental activities, which are generally
supported by property taxes and grants from other governments, from business-type
activities, which are generaily financed with fees charged to external customers.

The statement of activities reports the expenses of a given function offset by program
revenues directly connected with the functional program. A function is an assembly of
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Year ended June 30, 2006

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Government-Wide and Fund Financial Statements (Continued)

similar activities and may include portions of a fund or summarize more than one fund to
capture the expenses and program revenues associated with a distinct functional activity.
These revenues are subject to externally imposed restrictions to these program uses.
Taxes and other revenue sources not properly included with program revenues are reported
as general revenues.

Program revenues inciude:

1. Charges for services, which report fees and other charges to users of the
District's services,

2. Operating grants and contrlbutlons WhICh\ nance annual operating activities
including restricted investment mcor{}e and (%

3. Capltal grants and contnbutions whlcﬁn fund ‘the acquisition, construction, or

focus and the modlfled"“ac%?g l ‘ﬁ“a&s “of, accountrng Revenues are recognized when they
are both measurable a“d vallable Expenditures are recorded when the related fund
liability is incurred. ;

Operating revenue reported in the proprietary fund financial statements includes revenues
and expenses related to the primary, continuing operations of the fund. Principal operating
revenues for proprietary funds are charges to customers for sales or services. Principal
operating expenses are the costs of providing goods or services and include administrative
expenses and depreciation of capital assets. Other revenues and expenses are classified
as non-operating in the financial statements.

Allocation of Indirect Expenses

The District is responsible for paying all employee wages and vehicle and fuel expenses of
the rural water district proprietary funds. The portion of these expenses directly attributable
to the proprietary funds, plus a 15 percent surcharge to cover administrative costs, is billed
to and reimbursed by each rural water district. General administration services inciude
overall District management, centralized budgetary formulation and oversight, accounting,
payroll, investing and cash management, personnel services, and other general
administration services. The actual amount of indirect cost reimbursement received by the
District at June 30, 2006, was $158,835. These reimbursements are included in the general
administration expenses in the Statement of Activities.

-15-
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cost Sharing Reimbursements

The District participates in multiple cost sharing agreements with various other governmental
entities, such as the City of Omaha or other area natural resource districts, on a regular
basis. These agreements provide funding for recreational trails, water drainage systems,
and other improvements that benefit the general public. The District's share of the cost is
stated in each of the cost sharing agreements, most often as a maximum amount to be paid.
The District normally does not retain an interest in the projects, with the city or other
governmental entities providing the routine maintenance as necessary.

Economic Dependency

Basis of Accounting

_ W,
Basis of accounting refers 1o the t ng fthe recognltlon of revenues and expenditures, or
expenses, in the accounfs and; the manmal statements.

Property taxes are Ievued "by the countles on September 20 and are delinquent if not paid by
April 1 and August 22, Thés8ven counties located within the District collect the taxes. The
portion of the property taxes levied by the District is remitted from the counties as the taxes
are collected, less a one percent commission. For fiscal year 20086, the taxes levied totaled
$15,730,281 at a tax levy rate of 3.9094%.

in the government-wide financial statements, Exhibits A and B, the governmental funds are
accounted for using the accrual basis of accounting. On the accrual basis, all revenue from
property taxes is recognized in the period it was levied, regardless of when the cash is
collected.

In the fund financial statements, the governmental funds are accounted for using the
modified accrual basis of accounting. Revenues are recognized when they become
measurable and available as net current assets. Property tax revenues not collected within
80 days after year-end are recorded as deferred revenues. Delinquent taxes are considered
fully collectible, so no allowance for uncollectible taxes is considered necessary.

The placement of a lien against property with delinquent taxes in the various counties is at
the discretion of the respective county attorneys. However, the vast majority of delinquent
property taxes are purchased through transactions called tax certificate sales. In the event
the property owner does not pay the property taxes to the County Treasurer within three
years, the holder of the tax certificate has the right to take ownership of the property.

-16-
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Year ended June 30, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting (Continued)

Grants are recognized when the funds are received or receivable. Expenditures are
recognized on the modified accrual basis of accounting as the related expenditures are
incurred.

Proprietary Funds are accounted for using the accrual basis of accounting. Revenues are
recognized when they are eamed and expenses are recognized when incurred.

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.

Budgetary Data

financial statements:

i ki 4
a. Formal budgetary integration_ is, employed as%a management control device during the
year for the General Fund and Proprletary Funds.
b. The budget is basedg«aa&th%geportlng requirements of the State of Nebraska, which
prescribe the cash basis. et od" of reporting.  The budget caption, general
administration, mcludes the /LDISfI"ICtS cash and investments of the preceding year-end.

¢. All annual approprlatlonyapse at year-end.

The statement of revenues, expenditures, and changes in fund balances-budget and actual-
General Fund presents comparisons of legally adopted budgets to actual data prepared in
accordance with the accounting bases indicated above.

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

Use of Estimates

Preparing the District's basic financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates
and assumptions that affect reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Amortization of Bond Expense

The cost of issuing bonds is amortized on the straight-line method over the life of the bonds.

17-
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Year ended June 30, 2006

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Assets

Capital assets are recorded at cost. Expenditures for major additions and improvements
over $5,000 are capitalized and minor replacements, maintenance, and repairs are charged
to expense accounts as incurred. Interest costs incurred on funds used to construct
property, piant, and equipment are capitalized and recorded as part of the asset to which it
relates and are amortized over the asset's useful life. The interest cost incurred and
capitalized at June 30, 2006 was $162,520 for Washington County Rural Water #2.

When property and equipment are retired or otherwise disposed of, the related cost and
accumulated depreciation of the individual asset are removed from the accounts and any
resulting gain or loss is included in the results of ko\E_)erations for the respective period.
Depreciation is provided over the estimated u§}_=.-ﬂ‘ffﬁ lives of the related assets using the
straight-ine method for financial statement ‘purposes. & The estimated useful lives for
significant capital asset categories are 2 -rfquow§‘;,‘;gﬁﬁ* "

T
,

b Years
Buildings ;R 30
Equipment Em% { 5-10
Vehicles b b 5
Water distribution syst;?r[ns § 25-50
Other capital improvem%rﬁls” 20-40
Inventories

The Proprietary Fund inventories, consisting primarily of maintenance supplies, are stated at
cost. Cost is determined using the first-in, first-out method.

Project Costs

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

The District, for financial statement purposes, capitalizes its public domain costs,
infrastructure costs (such as dams, levees, reservoirs and drainage systems), and similar
assets. It is the District's policy to record infrastructure at the historical cost of the land. In
the government-wide financial statements, structural improvements, land acquisitions, and
equipment purchases are included as capital assets in the financial statements.

-18-
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NCTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash and Cash Equivalents
The District classifies only actual cash as cash and cash equivalents.
NOTE B - CASH AND CASH EQUIVALENTS AND INVESTMENTS
Cash and cash equivalents and investments consisted of the following at June 30, 2006:
General Proprietary
Total Fund Funds
UNRESTRICTED: .
Cash and cash equivalents $ 8,6%%;]“’99 $ 7575085 $ 1,093,114
Cash on hand at County Treasurers . 2841357 284,009 348
' " w'gir
&, 8,052,556 7,859,094 1,093,462
y ﬂr‘ﬂ- e
Investments: T3
Certificates of deposit 4 g, 862,512 - 862,512
Total unrestricted casmc%§h by,
equivalents and“i"‘ yestn?f“e‘ntga, 9,820,068 7,859,084 1,855,974
;l;f‘ {;
RESTRICTED: 'ﬁl;,_k; i
Cash and cash equivalents 634 863 634,863 -
Investments:
Certificates of deposit 557,808 50,000 507,808
U.S. Government Money Market 637,235 637,235 -
1,195,043 687,235 507,808
Total restricted cash, cash
equivalents and investments 1,829,906 1,332,098 507,808
Total cash and investments $ 11644974 $ 9181192 $ 2,463,782

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.

19-
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Year ended June 30, 2006

NOTE B — CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)

At June 30, 20086, the District's deposits at all financial institutions, except two, are fully insured
by the Federal Deposit Insurance Corporation or collateralized by investments held by these
financial institutions. The amount not fully collateralized is $343, which is due to interest earmned
on a certificate of deposit added to the principal instead of paid out to the District.

The District’s pooled and non-pooled deposits are categorized to give an indication of the level
of risk assumed by the District at June 30, 2006. The categories are described as follows:

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

Category 2 — Collateralized with securities held by{thef pledgmg financial institution's trust
depariment or agent in the District's name. Mr’ &,

Category 3 — Uncollateralized 4’*"( :

Category Carrying
2 3 Amount
Pooled deposits
Pocled cash and
certificates of
deposit $ 9,701,563 $ 100,000 $ 9601563 $ - 3 9,598,570
Non-pooled
deposits
General fund 50,000 50,000 - - 50,000
Proprietary funds 1,068,820 B41.078 228,399 343 1.069. 820

Total deposits $ 10821384 $ 991,078 $ 98290962 $ 343 $ 10716390

investments are stated at cost. For fiscal year 2006, the District invested only in U.S. Treasury
bills, other federal obligations, or certificates of deposits within federally insured banks. The
District records all interest revenue related to investment activities in the respective funds.
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Year ended June 30, 2006

NOTE B - CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)

State of Nebraska statutes authorize the District to invest any surplus funds, including monies in
sinking funds, in certificates of deposit within federally insured banks, or in direct debt securities
of the United States. It is the District's policy, in accordance with Nebraska statutes, to invest in
only direct obligations of the United States, excluding certificates of deposit, and not to require
coilateral to be pledged to secure these investments. The District's non-pooled investments are
categorized to give an indication of the level of risk assumed by the District at June 30, 2006.
These categories are as follows:

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

Category 2 — Uninsured and unregistered, with secuntles held by the counterparty's trust
department or agent in the District's name. R

1V
Category 3 — Uninsured and unreg[stered W|thisec“ﬂr|t1es

feid by the counterparty, or by its
trust department or agent but not in the D|str|ct s‘hame

Category Carrying Fair
3 amount Value
Non-pooied
investments $ -3 - 9 - 3 - % -
US Government
Money market
General fund - 637,235 - 637,235 637,235
Proprietary funds - - - - -
Total non-pooled
investments $ - $ 637235 % - 3 637,235 $ _ 637,235
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Year ended June 30, 2006

NOTE C — INTERNAL BALANCES/INTERFUND PAYABLES AND RECEIVABLES

QOutstanding balances between funds reported as “due to/due from other funds” include
outstanding charges by one fund to another for services, goods, or other miscellaneous
receivables/payables between funds. Balances outstanding between the governmental
activities and business-type activities are reported in the govemment-wide financial statements
as "internal balances.” Interfund balances at June 30, 2006, consisted of the following individual
fund receivabies and payables:

Due to Due from Amount

General Fund Thurston County Rural Water 3 5,255
General Fund Washington Co. Rural Water #1 14,552
General Fund Dakota County, Riiral Water 25,235
General Fund Washmgton?COv; Rural Water #2 1,290

$ ___46332

*‘} ot

P, Y
NOTE D - DUE TO/DUE FROM FUNDING AEGENCIES
t

Revenue from government grapt ='con acts are recognized as earned when all applicabie
eligibility requirements are@wet Fundé receiVed from the various agencies less than or greater
than the expenditures of the@program are recorded as assets or liabilities, respectively. At June
30, 20086, $139,674 was due fgwm,ifundlng agencies.

NOTE E - DEFERRED CHARGES
It is the District’s policy to capitalize loan fees and amortize them over the term of the respective
loans. Washington County Rura! Water #1 had prepaid loan fees that were being amortized

over 20 years. As of June 30, 2006 amortization expense for these fees was $153 and the
prepaid loan fees are fully amortized.

-22-
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Year ended June 30, 2006

NOTE F — CAPITAL ASSETS

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

Balance Balance
July 1, 2005 Additions Deletions June 30, 2006
Not Depreciated
Land and
infrastructure 3 22136829 $ 2242740 % - % 24,379,569
Water control
struciures 475,063 - 475063
1 T
22,611,892 ,{fg-izj’fhz,74d'% - 24,854 632
Depreciated S ‘-
Buildings 387 b e, 2 - 3,895,893
Machinery and % Boopen e
equipment g 11\2 ] : - 2,615,951
Office equipment % Y. 0?@,6?5” 69,214 - 1,147,889
Vehicles % MSSG 680 . 82,554 115,824 523,419
Other capital and -'«“. *
infrastructure
improvements 2,055,772 19,205 - 2074977
10,088,789 285,164 115,624 10,258,129
Less accumulated
depreciation (5,469.677) {499,056) (115.824) {5.852.909)
4619112 (213,892} - 4405220
3 7231004 $ _2028848 $ - $ 29259852

The General Fund allocated depreciation expense in the government-wide financial statements
to the primary government functions as follows:

General administration $ 138,302
Recreation ~ B4,136
Unailocated depreciation 276618
Total depreciation expense 3 499,056
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NOTE F — CAPITAL ASSETS (Continued)
The following is a summary of the capital assets of the Proprietary Funds:
Balance Balance
July 1, 2005 Additions Deletions June 30, 2006
Land $ 19125 &% - % - % 19,125
Construction in
progress 3,180,409 - 3,180,409 -
Buildings 67,097 - - 67,097
Office equipment 17,559 - - 17,559
Vehicles 16,648 - - 16,648
Water distribution
system 4 656,556 - 9,625,142
7,957 394 3,180,409 9,745,571
Less accumulated
depreciation - (2,497 468)

“M$M$&

The construction in progres§ repre§ents the water tower and water distribution system built by
WCRW #2. Construction wag sta;ted durmg fiscal year 2005 and was completed during fiscal
year 2006. The actual consfruchon costs and the interest on the construction note payable
were capitalized as of June 30 2006. The related line of credit was converted to bonds and is
shown as long-term debt on the Statement of Net Assets (Exhibits A and E). The Proprietary
Funds recorded depreciation expense of $127,972 for the year ended June 30, 2006.

NOTE G - LONG-TERM DEBT

The following is a summary of the long-term debt of the General Fund for the year ended June
30, 2006. In the government-wide financial statements, these amounts are included in the
Statement of Net Assets. These amounts are not reported in the governmental fund financial
statements.

Financial Due Principal Payment Interest Principal
Institution Date Payable Amount Rate Balance
Case Credit Dec, 2007  Annual $ 21,800 5.5% $ 42 664
Road Builders _
Machinery Co. Mar, 2007 Annual §$ 45704 4% 45704
$ ____88,368
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Year ended June 30, 2006

NOTE G - LONG-TERM DEBT (Continued)

Principal additions of debt and principal retirement expenditures for the General Fund for the
year ended June 30, 2006, are shown on the following schedule.

Principal Principal

additions payments
Case Credit $ - 3 19,680
Road Builders Machinery Co. - 43,943

R - $ 63623

Proprietary Fund Notes Payable:

T Principal &, Payment Interest Principal

Fund Series =3,1;“F.'a‘(/able G- Ranges Rates Balance
$35,000 to
Washington Rurat Water #1 003%: April, %9134% Annual $45,000 3.36% $ 270,000
ST Semi-  $70,000 to

Washington Rural Wafbr#2

i,

Annual $148,000 4.65% 3,400,000

L 4 Semi-  $104,000 lo

i
Washington Rural Water #2¢ “:’2006 Dec, 2011 Annual $126,000 4.65% 1,150,000

$65,000 to

Dakota Rural Water 2003  April, 2013 Annual $85,000 3.36% 530,000
$11.,000 to

Thurston Rural Water 1982 Jul, 2021 Annual $24,000 5.00% 283,054
$3,000to

Thurston Rural Water 1993 Jul, 2032 Annual $15,000 563% 218,596

$5,851,650

The District established a line of credit during fiscal year 2005 for the construction of the water
system for Washington County Rural Water #2. Revenue bonds were issued in March 2008
which retired the iine of credit.
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NOTE G — LONG-TERM DEBT (Continued)

fﬁ& 9 Wﬁ§68§ !{)/%

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

2006 are as follows:

Year(s) ending General Fund Proprietary Funds Totai
June 30, Principal Interest Principal interest Principal Interest
2007 S 66465 & 4171 % 468646 3% 273361 § 535111 % 277,532
2008 21,803 1,205 495,091 245,016 516,994 246,221
2009 - - 513,688 223,952 513,688 223,952
2010 - - 543,171 201,581 543171 201,581
2011 - - 568,584 177,913 568,584 177,913
2012-2016 - - 1,381,728 629,074 1,381,728 629,074
2017-2021 - - 1,430,058 I53()7’ 284 1,430,058 307,284
2022-2026 - - 361,668 “‘ 44,625 361,668 44,625
2027-2031 - - 61 326 o 8 18,514 61,326 18,514
2032-2036 - - 27‘691 "%&Ew 1.558 27,691 1,558

The Board of Directors, b resolutlo‘“:

Hg"s, éétablished a sinking fund, escrow accounts, and

restricted cash accounts fori vanoﬁus purposes. All of the accounts are fully funded at their
required levels at June 30, 2006 The following is a summary of the restrictions placed on cash

and investments for the year ehded June 30, 20086:

Sinking fund:

Uninsured Liahilities Fund 3 50,000
Restricted Cash Accounts;

The Board of Directors, by resolution and in accordance with the Interlocal

Cooperation Act Agreement, has reserved funds to reimburse parties to this

agreement that incurred costs as a result of the removal of ice jams. 113,498

The Board of Directors, by resolution, has reserved funds for the purpose of

covering the costs of Papio Creek Watershed project. 521,366
Escrow Accounts:

The Board of Directors, by resolution, has escrowed funds for paying the United

States Corps of Engineers upon completion of two projects. 637.235
Total reserves 1,322,099
L ess restricted cash (634,863)
Total general fund restricted investments $ 687,239

Interest on these funds is reported as District earnings, with earnings on the restricted cash

accounts and escrow accounts attributed to specific projects.
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Year ended June 30, 2006

NOTE H - RESTRICTED FUNDS (Continued)
Proprietary Sinking Funds:

In compliance with foan covenants for the notes described in Note G, the Proprietary Funds
have reserved $507 808 for the issues listed below:

Issue Amount

Washington County Rural Water #1 3 37,000
Thurston County Rural Water 48,431
Dakota County Rural Water 72,500
Washington County Rural Water #2 340,000
Total reserve requirement 487 931
Less restricted cash -

3 497,031

. ﬁ% G G <
NOTE | - EMPLOYEES' RETLI,REME,;!\JT@PLAN

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

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

Plan participants are required to contribute 5.0% of their compensation each pay period, and the
District is required to contribute 5.5% of the employee's compensation far each pay period. The
District's contributions for the year ended June 30, 2006, were $112,085, the required
contribution.
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Year ended June 30, 2006

NOTE J - ACCUMULATED UNPAID ANNUAL LEAVE AND SICK PAY

The District's employees are granted annual leave and sick pay in varying amounts based on
length of service and actual hours worked. Annual leave and unused sick pay may be carried
over at year-end up fo 30 days and 180 days, respectively. After one year of service,
employees are entitied to all accrued vacation leave upon termination, but not accrued sick
leave. The estimated current portion of the liability for vested vacation benefits, $20,333 at June
30, 2006, is recorded as an expenditure and liability in the General Fund in both the
government-wide and fund financial statements. The long-term portion, $171,331 at June 30,
2006, is recorded as a non-current liability in the government-wide Statement of Net Assets and
is not recorded in the governmental fund financial statements. The amount of unvested sick
leave benefits payable amounts to $1,100,319 at June 30, 2006, and is not reported as an
expenditure or liability in any of the District's June 30, 2006éﬁt3;gsic financial statements.

The District has committed future funds tOfseveraI‘qongomg and new projects and cost share
agreements. Slnce the future expendltures WI|| be included in the District's future budgets and

The District engages in Iand development projects and occasionally invokes eminent domain to
acquire the required land to ur{d%rtake the project. The value of the land acquired by the District
when eminent domain is invokéd is determined by either a board of appraisers in the affected
county, or through the judiciary. The amount of any payments that may be required for land, if
any, is unknown at June 30, 20086.

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 agreements and
applicable 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.

Certain conditions may exist as of the date of the financial statements which may result in a loss
to the District, but which will only be resclved when one or more future events occur or fail to
occur. The District's management and its legal counse! assess such contingent liabilities, and
such assessment inherently involves an exercise of judgment. In assessing loss contingencies
refated to legal proceedings that are pending against the District or unasserted claims that may
result in such proceedings, the District’s iegal counsel evaluates the perceived merits of any
legal proceedings or unasserted claims as well as the perceived merits of the amount of relief
sought or expected to be sought therein. At June 30, 2006, a reasonable estimate could not be
determined for any potential loss contingencies.
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Year ended June 30, 2006

NOTE L — TOTAL COLUMNS ON COMBINED AND COMBINING STATEMENTS

The governmental fund total columns on the combined and combining statements, Exhibits E, F,
G, K, and L, are captioned "memo only" or "memorandum oniy" to indicate that they are
presented only to facilitate financial analysis. Data in these columns do not present financial
position, resuits of operations, or cash flows in conformity with accounting principles generally
accepted in the United States of America, nor is such data comparable to a consolidation.
Interfund eliminations have not been made in the aggregation of this data on the fund financial
statements, but have been made on the government-wide financial statements.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - ACTUAL AND BUDGET (BUDGETARY BAS!S) - GENERAL FUND
Year ended June 30, 2006
Variance
Budget Favorable
Actual Qriginal Final {Unfavorable)
REVENUES
General administration $ 16,776,952 $ 19,842,472 $ 19,842472 $ {3.065,520)
Flood prevention 1,117,929 2,778170 2778170 (1.660,241)
Erosion control - - - -
Water quality 75,420 268,500 268,500 (193.080)
Recreation 190,838 783,500 783,500 (592,662)
Forestry and wildlife 254,488 1,618,500 1,618,500 (1,364,012)
18,415,627 25,291,142 25,291,142 (6,875,515)
EXPENDITURES
Current
General administration 1,388,062 4 565,300 4,565,300 3,177,238
Information and education 165,012 167,500 167,500 2,488
Flood prevention 5,199,750 9,634,500 9,634,500 4,434,750
Erosion control 3.845,462 g;»s‘o4,919 4,504,919 659,457
Water quality 667,222 y. 915,500 915,500 248278
Recreation 890 873@{@ 2 892 001 2,892,001 2,001,128
Forestry and wildlife 2, 803 792 2,803,792 1,285,428
Unallocated depreciafion - -
Indirect cost reimbursement (200.000) {200,000) (41,165}
Cost sharing reimbursement (849,800) (849,800) (231,494}
Capital improvements 493,263 493,263 56,370
Debt service -
Principal - - (63.623)
Interest - - {(4.093)
24 926 975 24926 975 11,524,762
(st
EXCESS OF REVENUES OVER EXPENij!T'URES
(BUDGETARY BASIS) AND QTHER SOURCES 5013414 3 364,187 b 364,167 $ 4649247

ADJUSTMENTS REQUIRED UNDER ACCOUNTING
PRINCIPLES GENERALLY ACCEPTED IN THE

UNITED STATES OF AMERICA
To adjust revenues for accruals 2,932,043
To adjust expenditures for accruals (2,683,472)

EXCESS OF EXPENDITURES OVER

REVENUES (US GAAP BASIS) AND CTHER USES 5,261,985
FUND BALANCE - BEGINNING 4,257,740
FUND BALANCE - ENDING 3 9,519,725
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PAPIO-MISSCURI RIVER NATURAL RESOURCES DISTRICT ‘ }
STATEMENT OF REVENUES. EXPENSES, AND CHANGES IN NET ASSETS -
ACTUAL AND BUDGET - PROPRIETARY FUNDS
Year ended June 30, 2006
Variance
Budget Favorable
Actual Qriginal Final (Unfavorable)
REVENUES
Water sales $ 7980644 $ 781,000 $ 781,000 3 9,644
Customer charges and hookup fees -0 154,304 104,375 104,375 49,929
Sales 160 150 150 10
Miscellaneous 395,462 2,628,500 2,628,500 (2,233,038)
1,340,570 3,514,025 3,514,025 (2,173,455)
EXPENSES
Repairs and maintenance 3,099 5,700 5,700 (2,601
Supplies and postage 11,540 14,980 (3,440)
Professional services 169,484 26: 265,650 {96,166}
Personnel 161,987 ﬂﬂﬁ' 188,075 {(26,088)
Insurance 1,56 . 95 1,950 (383)
Telephone, utilities, and rent 6,626 %a,w“ 17,300 17,300 {674)
Miscellaneous 7484 N 4,575 4,575 2,909
Water purchase 2674y, W 209,000 209,000 (16,733)
Contract costs : 235';.‘;'089 274,500 274,500 (41.411)
Project construction e i, Y, wp0Fi333 2,310,700 2,310,700 (2,243,367)
Project operation and malntenance } Qiﬁ‘; 5,671 8,800 8,800 (3.129)
Depreciation and amortization ¥; WY 128,124 - - 128,124
Vehicle expense 11,540 6,650 6,650 4,890
Bond expenditures 45,761 110,000 110,000 (64.239)
indirect cost 3,004 1,650 1,650 1,354
1,058,576 3,419,530 3,419,530 {(2,360,954)
OPERATING INCOME 281,994 94 485 94,495 187,499
OTHER INCOME (EXPENSE)
Assessment revenue 58,341 44,000 44 000 14,341
Interest income 67,654 27,850 27,850 39,804
Interest expense (68,025) (153,720% (1563,720) 84 695
56,970 (81,870} {81,870} 138,840
NET INCOME 338,964 $ 12,625 3 12,625 $ 328,339
RETAINED EARNINGS - BEGINNING 3,521,570
RETAINED EARNINGS - ENDING $ 3,860,534
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PAPIO-MISSOURI RIVER NATURAL RESQURCES DISTRICT N E

STATEMENT OF FUNCTIONAL REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE - GENERAL FUND

Year ended June 30, 2005

REVENUES
Property tax $ 18,319,008
State and agency grants 1,605,119
Federal grants 229,062
Sales 3,341
Rental income 192,307
Interest income 263,151
Miscellaneous 735,591
21,347,669
EXPENDITURES
Current
Personnel 2,358,380
Empioyee benefits 552 869
Travel 56,709
Repairs and maintenance 581,587
Conservation assistance program 1,456,833
Supplies and postage 46 573
Printing and publications 86,909
Professional services . 1,614,107
insurance 151,712
Telephone, utilities, and rent 143,103
Special projects 1,702,668
Dues and memberships 35,835
information and education 101,438
Project construction and land %, 6,056,334
Project legal costs W 209,019
Project operation and mamtenance }Mﬁ“’ 119,190
Contract works 554,952
Fees ’ 157,446
Vehicle expense 125,890
Board of directors 60,097
Bends and amortization 963
Payroll taxes 180,963
Indirect cost reimbursement (158.,835)
Cost sharing reimbursement (618,308)
Miscellaneous 2,480
Capital improvements
Machinery and equipment 377,744
Vehicles 59,148
Buildings -
Debt service
Principal 63,623
Interest 5,743
16,085,684
EXCESS OF REVENUES OVER EXPENDITURES §,261,985
FUND BALANCE - BEGINNING 4,257,740
FUND BALANCE - ENDING § 9,519,725
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT iy 4’}&_"

SCHEDULE OF INVESTMENTS - GENERAL FUND

June 30, 2006

Cost Interest Rate
General fund
Certificates of deposit
Great Western Bank 3 50,000 3.82%
Escraw accounts
Wells Fargo 637,235 variable
687,235

Less unrestricted portion -

General fund - restricted investments
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PAPIO-MISSQURI RIVER NATURAL RESQURCES DISTRICT s ?f}y 3870 v

SCHEDULE OF INVESTMENTS - PROPRIETARY FUNDS

June 30, 2006

Cost Interest Rate
Proprietary funds
Certificates of deposit
Dakota County
American National Bank 3 105,113 3.88%
Bank of the West 100,321 3.80%
Gateway Community Bank 106,000 3.75%
Nebraska State Bank 66,000 2.72%
Siouxiand National Bank 100,000 3.23%
TierOne Bank 100,022 4 50%
571,456

Washington County #1

American National Bank % 121,068 2.52%

Bank of the West . 100,000 4.18%
Team Bank ’ 75,078 3.18%
Wells Fargo \ 104,410 5.12%
400,556
Washington County #2
Wells Fargo 340,000 5.40%
340,000
Thurston County
American National Bank 4 6,781 3.45%
American National Bank 46,527 3.45%
Bank of the West 5,000 3.70%
58,308
1,370,320
l.ess unrestricted portion (862,512)
Proprietary funds - restricted investments 3 507,808
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EXHIBIT O

PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTE{IC}
TSIATY

4
SCHEDULE OF INSURANCE POLICIES AND BONDS 2. f QQ@ 7 gfgp

U SS1e
June 30, 2006

SCHEDULED PROPERTY FLOATER AND EQUIPMENT

Covering property, vehicle, and equipment; total limit $9,328,000; deductible/$5,000
except for boiler and machinery/$25 per horsepower; Flood coverage/$1,000,000 with
deductible/$25,000; Earthquake and earth movement [limit/$1,000,000 with
deductible/$25,000.

GENERAL LIABILITY
Medical payments/$10,000; Personal injury and advertising injury/$1,000,000; Wrongful
acts/$1,000,000 with deductible/$10,000; Employee benefits liability/$1,000,000;
Professional liability/$1,000,000; Employment-related practices injury/$1,000,000 with
deductible/$10,000; Damage to premises rented to you/$1,000,000.

COMMERCIAL AUTOMOBILE

Each accident/$1,000,000; Medical paymentsl$5 000 Uninsured and underinsured
motorists/$1,000,000; Collision deductible 500 3

.,m,,o:?‘

Bodily injury by acc1dentl$ 00 000 Bod/?; inJury by disease/$500,000.

WORKERS' COMPENSATION

EMPLOYEE DISHON ESTY\%C))NDAE; €

Public employees/$200 000; deductible/$500.

Forgery/$200,000 with deductible/$500; Computer fraud/$50,000 with deductible/$500;
Theft, disappearance, and destruction/ $100,000 with deductible/$500.

COMMERCIAL UMBRELLA POLICY

Combined bodily injury and property damage/$1,000,000 with property damage
deductible/$10,000.

COVERAGE EXTENSIONS
Arson and crime reward/$10,000; Bridges/$100,000; Fire department service
charge/$25,000;, Personal effects of insureds, patients, and fire victims/$50,000;

Pollutant clean-up and removal/$250,000; Recertification of equipment/$50,000; Trees,
shrubs, and landscape plantings/$50,000.
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EXHIBIT P

PAPIO-MISSOURI RIVER NATURAL RESOURCES DIS'%(QPGQ , ISCU

SCHEDULE OF TAXES RECEIVABLE - GENERAL FUND ' Y

June 30, 2006
County

Douglas 3 5,350,043
Sarpy 2,799,434
Washington 456 517
Dakota 393,411
Burt 65,669
Thurston _ 45 668
Dadge 703
3 9,111,446
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SCHEDULE OF CASH BALANCES HELD BY COUNTY TREASURERS

PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

Thnm.
N Ty FOpE

Py

R P‘Q Qf,g 8

General Fund
Douglas
Sarpy
Washington
Dakota
Burt
Thurston

Dodge

Proprietary Funds

Elkhorn Breakout

Etkhorn River Stabilization I?

i

ect

L

June 30, 2006

-40-

HIBIT Q

186,796
43,214
7,006
43,543
2,165
536

749

284,009

205

143

348

284,357
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICTR¥(yq - IS 55
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INFORMATION REQUIRED BY SECTION 2-3223, N.R.S - 1943

Year ended June 30, 2006

Gross income from all sources 3 23,580,210

Amount expended for

Maintenance 3 578,265
Improvementsrgnd other such programs 3,159,501
$ 3,737,766

Amount of depreciation on property 3 627,027
Number of employees as of June 30, 2006 58
Gross salaries 3 2,789,845
Less amount reimbursed by projects (158,835)
Net salaries paid to employees $ 2,631,010
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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PAPIO-MISSQURI RIVER NATURAL RESQURCES DISTRICT

NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year ended June 30, 2006

NOTE A - BASIS OF PRESENTATION

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

The District did not exceed the $500,000 expenditure threshold, which requires additional audit
procedures and reporting in accordance with OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. No OMB_Circular A-133 compliance audit
procedures were therefore performed.
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND 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
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND 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 Papio-Missouri River Natural Resources District
(the District) as of and for the year ended June 30, 2006, and have issued our report thereon
dated September 29, 2006. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Compliance

As part of obtaining reasonable assurance abc;umtJ whe ether the Dlstrlct s financial statements are
free of material misstatement, we perf%rmed tests. ofiits compliance with certain provisions of
laws, regulations, contracts, and rants’ nobncomphance with which could have a direct and
gt A,

material effect on the determlnatlon of flnanmal statement amounts. However, providing an
opinion on compliance withs Qose provg‘swns was not an objective of our audit and, accordingly,
we do not express such a : Op] nion. The results of our tests disclosed no instances of
noncompliance that are reqwred to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing an opinion
on the financial statements and not to provide assurance on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or
more of the internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a iimely period by employees in the normal
course of performing their assigned functions. We noted no matters involving the internal
control over financial reporting and its operation that we consider to be material weaknesses.
However, we noted other matters involving the internal control over financial reporting that we
have reported to the District’'s management in a separate letter dated September 29, 2006.
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Independent Auditors’ Report on Compliance and on Internal Control Over JPUD{',{(; e f}fk‘!{f@@g, {

Financial Reporting and on Compliance and Other Matters Based on an Audit of Finaﬁblél}flgag R On

Statements Performed in Accordance with Government Auditing Standards (Continued) '

Page 2

This report is intended solely for the information and use of the Board of Directors,
management, and federal awarding agencies and pass-through entities and is not intended to
be and should not be used by anyone other than these specified parties.

Omaha, Nebraska
September 29, 2006

-45-
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PAPIO-MISSOUR! RIVER NATURAL RESOURCES DISTRICT USES O L!USSI()@,

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year ended June 30, 20086

A. SUMMARY OF AUDIT FINDINGS

1. The Independent Auditors’ Report dated September 29, 2006, expressed an
unqualified opinion on the basic financial statements of Papio-Missouri River Natural
Resources District.

2. Two reportable conditions were found during the audit of the basic financial
statements, as detailed below.

3. No instances of noncompliance material to the financial statements of the District
were disclosed during the audit.

4. The District’'s federal expenditures did not exceed the $500,000 threshold set by
OMB Circular A-133. No testing of compllance requirements applicable to major
programs or of internal control over compllance was therefore performed.

Distrlct was considered to be a low-risk

5. The Papio-Missouri River Natural; Resou"e)’
auditee. o

B. FINDINGS — FINANCIAL STATEMS

The following reportable%enditiébsf’\')vere found during the financial statement audit:

1. The District tracks onlg' the assets that it purchases or disposes of, but does not
internally track the total capital assets for reporting purposes.

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

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

OMB Circular A-133 requires that compliance with requirements applicable to major
programs and internal control over compliance be audited when federal expenditures
exceed the $500,000 threshold. A maijor federal award program audit was not performed
because the District expended less than $500,000 of federal grant monies.
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FINANCIAL STATEMENT AUDIT

Three reportable conditions were found during the prior year financial statement audit.
These conditions and their status are summarized below.

Condition 1:

Status:

Condition 2:

Status:

Condition 3:

Status:

The District tracks only the assets that it purchases or disposes of, but does
not intemnally track the total capital assets for reporting purposes.

The District began inventorying its machinery and equipment during fiscal
year 2006, but it does not yet maintain a complete list of owned capital assets
and their valuations.

The District does not separate the fede"al award monies from other monies
received.

The District now records%federal“ﬂgward "monles for specific projects in
separate accounts W|th|n the gﬂﬁen‘ler%l iedger.

Effectivefs
bank balances to actount balances also has responSIblhtnes relating to cash
receipts, ca\@%ﬁlsbursements and preparing or approving vouchers for
payment.

The District Accountant performs virtually all functions mentioned above for
the District. However, due to the small size of the organization, the Generai
Manager and the Board of Directors maintain direct oversight of the District
Accountant.

MAJOR FEDERAL AWARD PROGRAM AUDIT

One reportable condition was noted during the prior year major federal award program audit of
the Federal Emergency Management Agency (FEMA)} Floodway Mapping project, whose
granting agency is the U.S. Department of Homeland Security.

Condition;

Status:

The contract with FEMA required the District to provide quarterly performance
reports due within 30 days of the end of each quarter. The District did not file
the April 1, 2005 to June 30, 2005 report on time.

The District has filed all subsequent quarterly reports on time.
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