November 3, 2003

To: FEL Subcommittee
From: Jack Lawless

It is staff's recommendation that the FEL Subcommittee recommend to the Board of
Directors that barring any contingent liability discovered in the attorney’s letter, the
FY2003 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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To the Board of Directors
Papio-Missouri River Natural Resources District
Omaha, Nebraska

In planning and performing our audit of Papio-Missouri River Natural Resources District's
financial statements for the year ended June 30, 2003, we considered its systfem of internal

relating to deficiencies in the design or operation of the internal control system that, in our
judgment, could adversely affect the District's ability to record, process, summarize, and report
financial data consistent with the assertions of mapagement in the financial statements.

We believe Papio-Missouri River Natural Resources District (the District) should consider
implementing the following suggestions, which will continue to improve the overall system of
internal control.

Tracking of Capital Assets

With the District's implementation of GASE Statement No. 34, new reguirements for tracking
and reporting capital assets takes effect. To date, the District has tracked only the assets that jt
purchases or disposes of, and the auditor has tracked the total capital assets for repotting
purposes. We recommend that the District begin tracking all capital assets.

Accounting for Grant Funding

The District does not separate the federal award monies from other monies receivad (the money.
received is recorded in the same general ledger accounts). With the substantia amounts
received in federal funding, the importance of accurately matching federal funds to expenses is
enhanced. We recommend, at a minimum, that the District establish separate general ledger
revenue and expense accounts to monitor federal funds,

contract specifics, such as when revenue s expected, when expenses are incurred, what
payment schedule will be used, and to which project the contract pertains, This will alleviate the
difficulties encountered whan reports are needed or compliance testing is complete.

Segregation of Dufies

We noted a lack of segregation of duties within the accounting department of thg District.
Effective segregation of duties requires that the person responsible for reconciling bank
balances to account balances not have responsibilities relating to cash receipts, cash
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disbursements, or Preparing or approving vouchers for payment. We recommend that such
segregation be implemented. .

LUK

A material weakness is a reportable condition in which the design or operation of one or more of
the internal controf components does not reduce to g relatively low level of risk that errors or
fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the rormal course of
performing their assigned functions,

We have discussed thege comments and suggestions with the District personne| ang would be
pleased to discuss them in greater detail at your convenience,

This letter is solely for the information and use of management and the Board of Direciors of
Papio-Missouri River Natural Resources District and should not be used for any other purposes.

W%Mﬂc.

Omaha, Nebraska
October 20, 2003
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INDEPENDENT AUDITOR’S REPORT

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), as of and for the year ended June
30, 2003, 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 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. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements 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, 2003, 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.

As described in Note A, the District has implemented a new financial reporting model, as
required by the provisions of GASB Statement No. 34, Basic Financial Statements—and
Management’s Discussion and Analysis—for State and Local Governments, as of June 30,
2003.

The management'’s discussion and analysis on page 3 is not a required part of the basic
financial statements but is 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 supplementary information. However, we did not audit
the information and express no opinion on it.
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In accordance with Government Auditing Standards, we have also issued our report dated
August 29, 2003, 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 should be read in conjunction with this report in considering the results
of our audit.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the District's basic financial statements. The introductory section,
combining and individual non-major fund financial statements, and statistical tables are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The accompanying schedule of expenditures of federal awards on pages 37 and 38
is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-13, Audits of States, Local Governments, and Non-Profit Organizations, and
also is not a required part of the basic financial statements. The combining and individual non-
major fund financial statements and the schedule of expenditures of federal awards have been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
in our opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The introductory section and statistical tables have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

Omaha, Nebraska
August 29, 2003
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PAPIO-MISSOUR! RIVER NATURAL RESOURCES DISTRICT

STATEMENT OF NET ASSETS

June 30, 2003

EXHIBIT A

DRAFT

ASSFTS ’
CURRENT ASSETS
Cash and cash equivalents $ 4,291,772 $ 1,178,380 5,470,152
Cash on deposit with county treasurers 195,919 348 196,267
Unrestricted investments - 652,572 652,572
Taxes receivable 6,755,495 - 6,755,495
Service receivables 7,831 58,146 65,977
Assessments receivable - 11,855 11,955
interest receivable 154 3,977 4,131
Prepaid expenses 60,877 840 61,717
Inventory - 20,889 20,889
Due from other funds 33,151 -
Due from funding agency 58288 = 58288
11,403,487 1,927,107 13,297,443
NONCURRENT ASSETS
Restricted assets
Cash and cash equivalents 246,141 - 246,141
Investments 865,353 164,192 1,029,545
Capital assets
Land and infrastructure 17,681,688 19,125 17,700,813
Capital improvements 2,055,772 2,968,052 5,023,824
Buildings and improvements 2,884,200 1,755,601 4,639,801
Vehicles and equipment 3,749,427 34,207 3,783,634
Accumulated depreciation (4,701 368} (2,145 878) (8,847 246)
Total capital assets 21 669719 2. 631107 24 300 826
22 784213 2.795.299 28 576 512
TOTAL ASSETS 34,184 700 4 722 406 38,873 955
LIABIITIES
CURRENT LIABILITIES
Accounts payable 160,372 68,873 229,245
Accrued salaries & payroll withholdings 35,197 - 35,197
Accrued expenses 70,942 39,201 110,143
Due to other funds - 33,151
Deferred revenue 180 2,856 3,036
Current portion long-term debt 500,000 118,512 618,512
Current portion compensated absences 12,026 = 12,026
778,717 262,593 1,008,159
NONCURRENT LIABILITIES
Long-term debt 500,000 1,530,946 2,030,946
Accrued compensated absences, net of current portion 159 262 = 159 2R2
659 262 1.530 946 2190208
TOTAL LIABILITIES 1437 979 1,793 539 3,198 367
NET ASSFTS
Invested in capital assets, net of related debt 20,669,721 - 20,669,721
Restricted 275,022 - 275,022
Unrestricted 11,112,482 2,928,867 14,041,349
Sinking fund 680 496 - BRQ 496
TOTAL NET ASSETS S 32 746 721 & 2.928 RAT7 35 675 588

Note: Due to and due from other funds are eliminated on this statement's totals.

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

-4-
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EXHIBIT C-1
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

_ RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE STATEMENT OF NET ASSETS

DRAFT

June 30, 2003

Total Fund Balances - Governmental Funds $ 8,186,865

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 $ 17,681,688

Capital improvements ’ 2,055,772

Buildings and improvements 2,884,200

Vehicles and equipment ) 3,749,427

Accumulated depreciation . (4701368)

21,669,719
Liabilities which are not due and payable in the current period are therefore not reported in
the governmental funds: :

Long-term debt (1,000,000) -

Compensated absences ) (159,262)
Revenues deferred in the prior period now recognized as revenue 4049399
Net Assets of Governmental Activities $ 32746721

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

-7-



.PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

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

Year ended June 30, 2003

REVENUES
General administration
Flood prevention
Water quality
Recreation
Forestry and wildlife

EXPENDITURES
Current
General administration
Information and education
Flood prevention
Erosion control
Water quality
Recreation
Forestry and wildlife
Unallocated depreciation
Indirect cost reimbursement
Cost sharing reimbursement
Capital improvements
Debt service
Principal retirement
Interest

Other Expenses
GASB 34 Adjustment - Removal of Gain Recognized within General Fixed Asset Group

EXCESS OF REVENUES OVER EXPENDITURES

. FUND BALANCE - BEGINNING

FUND BALANCE - ENDING

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

-8-
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$ 11,985,339
1,567,682

293,567

576,089

190,737

14,613,414

3,153,692
118,791
3,061,231
933,202
880,712
2,048,794
950,595

(102,497)

(345,038)
358,920

500,000
40,405

11,598,807

(8.071)

3,006,536

5,180,329

$ 8,186,865

EXHIBITD



EXHIBIT D-1
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

RECONCILIATION OF THE CHANGE IN FUND BALANCE SHEET TO THE CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

DRAFT

June 30, 2003

Net Change in Fund Balances - Total Government Funds $ 3,006,536
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 period, these amounts are:

Capital outlays and capital asset expenditures 153,822
Depreciation expense (484,073)
Removal of gain recognized within General Fixed Asset Group 8,071

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

Repayments . 500,000
Conversion of General Long Term Debt Reserve (1,159,262)

Full accrual accounting records revenues when eamned. Medified accrual records revenues that
are measurable and available.

Taxes earned in the prior year 1,811,044
Taxes earned in the current year (3,000,906)

Certain items reported in the statement of activities do not require the use of current financial
resources and therefore are not reported as expenditures in the governmental funds.

These activities consist of:

Increase in compensated absences 159,262

Change in Net Assets of Governmental Activities . $ 994 494

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

STATEMENT OF REVENUES, EXPENDITURES. AND CHANGES
IN FUND BALANCE - ACTUAL AND BUDGET (BUDGETARY BASIS) - GENERAL FUND

Year ended June 30, 2003 D R a FT

Variance
Favorable
Actual Budget (Unfavorable)
REVENUES
General administration $ 9,238,287 3 12,703,779 $ (3,465,492)
Flood prevention 1,567,682 4,356,500 (2,788,818)
Erosion control - - 30,000 (30,000)
Water quality 293,567 516,000 (222,433)
Recreation 517,801 1,126,500 (608,699)
Forestry and wildlife 190,737 1,226,500 (1,035,763)
11,808,074 19,959,279 (8,151,205)
EXPENDITURES : ‘
Current
General administration 2,936,032 3,695,475 759,443
Information and education 118,791 125,200 6,409
Flood prevention 3,061,231 7,648,000 4,586,769
Erosion control 933,202 1,233,367 300,165
Water quality 880,712 1,040,600 159,888
Recreation 2,048,794 3,506,771 1,457,977
Forestry and wildlife 950,595 2,176,000 . 1,225,405
Unallocated depreciation - - -
Indirect cost reimbursement (102,497) (110,000) (7,503)
Cost sharing reimbursement (345,038) (349,000) (3,962)
Capital improvements 358,920 421,616 62,696
Debt service , :
Principal retirement ' 500,000 500,000 -
Interest . 40,405 71,250 30,845
11,381,147 19,959,279 8,578,132
EXCESS OF REVENUES (BUDGETARY BASIS)
OVER EXPENDITURES AND OTHER USES . 426,927 s - $ 426 927

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

- To adjust revenues for accruals 2,805,340
To adjust expenditures for accruals ] (217,660)
OTHER EXPENSES
GASB 34 Adjustment - Removal of Gain
Recognized within General Fixed Asset Group . (RO7T1)
EXCESS OF REVENUES (US GAAP BASIS) OVER
EXPENDITURES AND OTHER USES : 3,006,536
FUND BALANCE - BEGINNING 5,180,329
FUND BALANCE - ENDING $ 8,186,865

The accompanying notes to financial statements
are an integral part of these statements
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REVENUES
Water sales
Customer charges and hookup fees
Sales
Miscellaneous

EXPENSES
Repairs and maintenance
Supplies and postage
Professional services
Personnel
Insurance
Telephone, utilities, and rent
Miscellaneous
Water purchase
Contract costs
Project construction
Project operation and maintenance
Depreciation and amortization
Vehicle expense
Bond expenditures
Indirect cost

OPERATING INCOME

OTHER INCOME (EXPENSE)
Assessment revenue
Interest income
Interest expense

Total other income (expense)

NET INCOME
RETAINED EARNINGS - BEGINNING

RETAINED EARNINGS - ENDING

PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

COMBINED STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN RETAINED EARNINGS
(Proprietary Fund Types)

DRAFT

Year ended June 30, 2003

Variance
Favorable
Actual Budget (Unfavorable)
$ 668,220 $ 657,500 $ 10,720
415,183 68,275 346,908
6,020 200 5,820
10,402 132,700 (122,298)
1,099,825 858,675 241,150
3,846 5,400 1,554
13,001 11,460 (1,541)
72,501 56,850 (15,651)
100,642 134,000 33,358
793 1,350 557
15,705 17,315 , 1,610
2,745 5,035 2,290
171,404 170,000 (1,404)
46,299 64,500 18,201
436,039 436,100 61
2,788 10,000 7,212
112,449 - (112,449)
3,542 21,200 17,658
- 74,850 74,850
3,037 3.900 863
984,791 1,011,960 27,169
115,034 (153,285) 268,319
72,843 44,000 28,843
43,542 . 46,300 (2.758)
(84,355) (87,250) 2,895
32,030 3,050 28,980
147,064 $  (150,235) $ 297,299
2,700,103
§___ 2847167

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

-11-
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

Year ended June 30, 2003
DRAFT

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
general-purpose financial statements. These financial statements and notes are representations
of the District's management who is responsible for their integrity and objectivity. These
accounting policies have been consistently applied in the preparation of the government-wide
and general-purpose 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, development, and management of the
natural resources of the State. Furthermore, the District participates in jointly funded
governmental improvement projects. These projects are cost-sharing arrangements, as
the District does not retain an ongoing financial interest in or responsibility for the
projects.

Government-Wide and Fund Financial Statements

Effective June 30, 2003, the District adopted GASB Statement No. 34, “Basic Financial
Statements — and Management’s Discussion and Analysis — For State and Local
Governments,” Statement No. 37, “Basic Financial Statements — and Management’s
Discussion and Analysis — For State and Local Governments: Omnibus,” and Statement
No. 38 “Certain Financial Statement Note Disclosures.” These statements require the
presentation of government-wide financial statements in addition to the fund financial
statements previously used.

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, and internal activity between or within funds is
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 generally 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
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.

-13-



PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

Year ended June 30, 2003 DR AFT

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-Wide and Fund Financial Statements (Continued)
Program revenues include:

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

2) Operating grants and contributions, which finance annual operating activities
including restricted investment income, and

3) Capital grants and contributions, which fund the acquisition, construction, or
rehabilitation of capital assets.

The primary impact of adopting the statements includes changing the presentation of
fund equity to net assets, presenting revenues and expenses under functional
categories, including fixed assets and long-term debt in the statements instead of
separate account groups, and presenting “Management’s Discussion and Analysis.”

Governmental fund financial statements use the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurable and available. 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 include overall District management, centralized budgetary formulation and
oversight, accounting, financial reporting, 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, 2003, was $102,497.
These reimbursements are included in the general administration expenses in the
Statement of Activities.

-14-



PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

Year ended June 30, 2003 DRAFT

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 usually does not retain an interest in the
projects, with the city or other governmental entity providing the routine maintenance as
necessary.

Reporting Entity

The District, for financial reporting purposes, includes all funds relevant to the operations
of the District. The financial statements of the District include those entities that are
separately administered organizations controlled by or dependent on the District.
Control or dependence is determined on the basis of budget adoption, taxing authority,
funding, and legislative intent.

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

Dakota Rural Water Project

Elkhorn River Bank Stabilization Project

Thurston Rural Water Project

Washington Rural Water Project

Elkhorn Breakout

Elk/Pigeon Creek Drainage

Western Sarpy Drainage Project

Of these funds, the Dakota, Thurston, and Washington 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
GASB Statement No. 34. The District has no component units and is not a component
unit of any other government entity.

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

-15-



PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

Year ended June 30, 2003 DRAFT

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Reporting Entity (Continued)

grouped in the government-wide and general-purpose financial statements of this report
into generic fund types as follows:

General Fund

The General Fund is the general operating fund of the District. It is used to
account for all financial resources except those required to be accounted for in
another fund.

General Fixed Assets Account Group

Fixed assets used in governmental fund type operations (general fixed assets)
are accounted for in the General Fixed Assets Account Group rather than in the
governmental funds. Land, buildings, equipment, vehicles, water control
structures, and other capital improvements constitute the general fixed assets in
the account group.

Acquisitions of fixed assets are recorded as expenditures in the governmental
funds and in the General Fixed Assets Account Group. Acquisitions of fixed
assets by the Proprietary Funds are capitalized in those funds.

General Long-Term Debt Account Group

Long-term liabilities expected to be repaid from governmental fund types are
accounted for in the General Long-Term Debt Account Group, not in the
governmental funds.

Because of their spending measurement focus, expenditure recognition for
governmental fund types excludes amounts represented by non-current liabilities.
Since they do not affect net current assets, such long-term amounts are not
recognized as governmental fund type expenditures or fund liabilities. They are
instead reported as liabilities in the General Long-Term Debt Account Group.

Proprietary Funds

Proprietary Funds are those used to account for the operation of the District's
activities that are financed and operated in a manner similar to those found in
private business enterprises. Generally, the intent of the governing body is that
the cost and expense of providing goods or services to others on a continuing
basis be financed or recovered primarily through sales, rentals, or other forms of

-16-



PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

Year ended June 30, 2003 DR AFT

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting (Continued)

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 a transaction referred to as a tax
certificate sale. 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.

Grants are recognized when received or receivable. Expenditures are generally
recognized under the modified accrual basis of accounting when the related fund liability
is incurred.

All Proprietary Funds are accounted for using the accrual basis of accounting. The
revenues are recognized when they are earned and expenses are recognized when they
are 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

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 requires the cash basis method of reporting. The budget caption, general
administration, includes the District's cash and investments of the preceding
year-end.

C. All annual appropriations lapse at year-end.

The statement of revenues, expenditures, and changes in fund balances-budget and
actual-General Fund, reported in the financial statements, presents comparisons of
legally adopted budgets to actual data prepared in accordance with the accounting basis
indicated in the preceding notes.

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

17-



PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

DRAFT

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Year ended June 30, 2003

at the discretion of the respective county attorneys. However, the vast majority of
delinquent property taxes are purchased through a transaction referred to as a tax
certificate sale. 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.

Grants are recognized when received or receivable. Expenditures are generally
recognized under the modified accrual basis of accounting when the related fund liability
is incurred.

All Proprietary Funds are accounted for using the accrual basis of accounting. The
revenues are recognized when they are earned and expenses are recognized when they
are 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

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 requires the cash basis method of reporting. The budget caption, general
administration, includes the District's cash and investments of the preceding
year-end.

c. All annual appropriations lapse at year-end.

The statement of revenues, expenditures, and changes in fund balances-budget and
actual-General Fund, reported in the financial statements, presents comparisons of
legally adopted budgets to actual data prepared in accordance with the accounting basis
indicated in the preceding notes.

Once approved by the Board of Directors, the legally adopted budget can be modified
only with the approval of the Board.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

Year ended June 30, 2003 DRAFT

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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.

Reclassifications

Certain reclassifications have been made to certain prior year notes to general-purpose
financial statement disclosures to conform to current year presentation. These
reclassifications have no effect on previously reported results of operations, retained
earnings, or fund balance.

Inventories

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

Property and Equipment

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

Buildings 30
Equipment 5-10
Vehicles 5
Water distribution systems 25-50
Other capital improvements 20-40

Amortization of Bond Expense

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

-19-



PAPIO-MISSOUR! RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

Year ended June 30, 2003 DR A FT

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Project Costs

In the general-purpose 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 land
acquisitions 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. In addition, such land acquisitions are reported in the General Fixed Asset
Account Group.

The District, for financial statement purposes, capitalizes its public domain costs,
infrastructure costs (such as roads, fences, and drainage systems), and similar assets.

In the government-wide financial statements, structural improvements, land acquisitions,
and equipment purchases are included as assets in the Statements.

Cash and Cash Equivalents

The District classifies only actual cash as cash and cash equivalents in order to
appropriately report its investment activity.

-20-



PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

Year ended June 30, 2003

NOTE B - CASH AND CASH EQUIVALENTS AND INVESTMENTS

Unrestricted cash and cash equivalents:

Cash and cash equivalents
Cash on hand at County Treasurers

Total unrestricted cash and cash
equivalents

Unrestricted investments:
Certificates of deposit

Total unrestricted cash, cash
equivalents and investments

Restricted cash and cash equivalents:
Cash and cash equivalents

Restricted investments:
Certificates of deposit
U.S. Government Money Market

Total restricted investments

Total restricted cash, cash
equivalents and investments

Total cash and investments

DRAFT

Cash and cash equivalents and investments consisted of the following at June 30, 2003:

General Proprietary

Total Fund Funds
$ 5367546 $ 4,269,722 $ 1,097,824
196,267 195,919 348
5,563,813 4,465,641 1,098,172
505,545 - 505,545
6,069,358 4,465,641 1,603,717
398,747 296,141 102,606
346,689 50,000 296,689
815,353 815,353 -
1,162,042 865,353 296,689
1,560,789 1,161,494 399,295
$ 7630147 $ 5,627,135 $§ 2,003,012

Pooled deposits, consisting of cash and certificates of deposit, as categorized for level of
risk, cannot be reasonably apportioned between the General Fund and the Proprietary

Funds.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

Year ended June 30, 2003

DRAFT

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

At June 30, 2003, the District's deposits are fully insured by the Federal Deposit
Insurance Corporation or collateralized by investments held by financial institutions. 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, 2003. 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 the pledging financial institution’s trust
department or agent in the District’s name.

Category 3 — Uncollateralized

Deposits, categorized by level of risk, are:

Bank Category Carrying
Balance 1 2 3 Amount
Pooled deposits
Pooled cash and
certificates of
deposit $ 5872,728 $ 200,000 $ 5672,728 $ - $ 5,859,454
Non-pooled
deposits
General fund 50,000 50,000 - - 50,000
Proprietary funds 695,704 640,000 55,704 - 695,704
Total deposits $ 6618432 $ 890,000 $ 5728432 § - $ 6605158

Investments are stated at cost. For fiscal year 2003, 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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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

Year ended June 30, 2003 @%

\FT

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 collateral 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, 2003. 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 securities held by the counterparty’s trust
department or agent in the District's name.

Category 3 — Uninsured and unregistered, with securities held by the counterparty, or by
its trust department or agent but not in the District's name.

Investments, categorized by level of risk, are:

Category Carrying Fair Value
1 2 3 amount
Non-pooled
investments $ -9 -$ -5 -3 -
US Government
obligations - - - - -
Money market
General fund - 815,353 - 815,353 815,353
Proprietary funds - - - - -
Total non-pooled
investments $ - $ 815353 $ - $ 815353 $§ 815353
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

DRAFT

Outstanding 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 government-wide financial statements
as “internal balances.” Interfund balances at June 30, 2003, consisted of the following individual

fund receivables and payables:

Year ended June 30, 2003

NOTE C - INTERFUND PAYABLES AND RECEIVABLES

Due to Due from Amount
General Fund Thurston County Rural Water $ 2,329
General Fund Washington County Rural Water 9,637
General Fund Dakota County Rural Water 21,185
$ 33,151

NOTE D - DUE TO/DUE FROM FUNDING AGENCIES

Revenue from grants and contracts are recognized as earned when expenditures are incurred.
Funds received from the various agencies less than or greater than the expenditures of the
program are recorded as assets or liabilities, respectively. At June 30, 2003, $58,288 was due

from funding 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 Rural Water Project has prepaid loan fees of $840 net of accumulated amortization
as of June 30, 2003. These fees are being amortized over 20 years. Amortization expense for
the year ended June 30, 2003, was $343.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

DRAFT

The following is a summary of the capital assets of the General Fund under the modified accrual
basis of accounting. In the general-purpose fund financial statements, the amounts shown are
reported in the General Fixed Asset Account Group. In the government-wide financial statements,
these amounts plus additional assets originally expensed by the District are capitalized and
included in the Statement of Net Assets on the full accrual basis of accounting.

Year ended June 30, 2003

NOTE F — GENERAL FUND — CAPITAL ASSETS

Balance
Balance June 30,
July 1, 2002 Additions Deletions 2003
Not Depreciated
Land 3 17,206,625 § - % - $ 17,206,625
Water control
structures 475,063 - - 475,063
17,681,688 - - 17,681,688
Depreciated
Buildings 2,884,201 - - 2,884,201
Machinery and
equipment 2,003,913 127,059 - 2,130,972
Office equipment 1,007,671 46,235 - 1,053,906
Vehicles 559,047 45,054 39,552 564,549
Other capital
improvements 1,770,664 285,108 - 2,055,772
8,225,496 503,456 39,552 8,689,400
Less accumulated
depreciation (4,251,668) (484,073) (34,373) (4,701,368)
3,973,828 19,383 5,179 3,988,032
$ 21,655,516 § 19,383 $ 5179 § _21,669.720

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

General administration $ 118,541
Recreation 82,448
Unallocated depreciation 283,084
Total depreciation expense $ 484,073
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

DRAFT

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

Year ended June 30, 2003

NOTE G - PROPRIETARY FUNDS - CAPITAL ASSETS

Balance
Balance June 30,
July 1, 2002 Additions Deletions 2003
Land $ 19,125 $ - $ - $ 19,125
Buildings 67,097 - - 67,097
Office equipment 15,368 2,191 - 17,559
Vehicles 17,450 16,648 17,450 16,648
Water distribution
system 4,656,556 - - 4,656,556
4,775,596 18,839 17,450 4,776,985
Less accumulated
depreciation (2,051,223) (112,105) (17.450) (2,145,878)
Capital assets, net $ 2724373 $ _(93,266) $ - $ 2631107

The Proprietary Funds recorded depreciation expense of $112,105 for the year ended June 30,
2003.

NOTE H - NOTES PAYABLE AND LONG-TERM DEBT

The following is a summary of the long-term debt of the General Fund. In the government-wide
financial statements, these amounts are included in the Statement of Net Assets. In the
general-purpose fund financial statements, these amounts are reported in the General Long-
Term Debt Account Group.

Principal additions of debt and principal retirement expenditures for the General Fund for the
year ended June 30, 2003, were:

Principal
retirements

Principal
additions

$ 1,000,000 $ 1,500,000

Ameritas note payable
Notes Payable-Caterpillar
Lease Payable

57,603

2,094

$ 1,559,697
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

DRAFT

Year ended June 30, 2003

NOTE H - NOTES PAYABLE AND LONG-TERM DEBT (Continued)

Proprietary Fund Bonds Payable:

Due Principal Payment Interest Principal
Fund Series Date Payable Ranges Rates Balance
$30,000 to
Washington Rural Water 2003  April, 2013 Annual $45,000 3.36% $ 370,000
$65,000 to
Dakota Rural Water 2003  April, 2013  Annual $85,000 3.36% 725,000
Thurston Rural Water 1982 Nov, 2022 Annual $26,330 5.00% 325,991
Thurston Rural Water 1993 Feb, 2033 Annual $15,963 5.625% 228,467
$1.649.458

Principal additions of debt and principal retirement expenditures for the Proprietary Funds for
the year ended June 30, 2003, were:

Principal Principal
additions Retirement

Proprietary Funds

Thurston Rural Water $ - 3 2,946
$ - 9% 2,946
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PAPIO-MISSOUR! RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

DRAFT

Year ended June 30, 2003

NOTE H - NOTES PAYABLE AND LONG-TERM DEBT (Continued)

The annual principal requirements to maturity for long-term debt as of June 30, 2003 are as
follows:

Year ending
June 30, General Fund Proprietary Funds Total

2004 $ 500,000 $ 118,512 $ 618,512
2005 500,000 114,337 614,337
2006 - 115,075 115,175
2007 - 120,850 120,850
2008 - 121,665 121,665
Thereafter - 1.059.019 1.059.019
Total $ 1,000,000 $ 1649458 $ 2,649,458
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

*i. Q .E'

Several sinking funds have been established for the District for various purposes. The following
is a summary of restrictions placed on cash and investments for the year ended June 30, 2003:

Year ended June 30, 2003

NOTE | - RESTRICTED FUNDS

The Board of Directors, by resolution, has established sinking funds for the purpose of
providing the District with emergency funds. All of the sinking funds are fully funded at
their required levels at June 30, 2003. The sinking funds and amounts are as follows:

Uninsured Liabilities Fund $ 50,000

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

Interlocal Cooperation Act Agreement, has reserved funds for

the purpose of reimbursing the parties to this agreement that

incurred costs as a result of the removal of ice jams pursuant to

the foregoing agreement. 110,896

The Board of Directors, by resolution, has reserved funds for the
purpose of covering the costs of monitoring programs and
studies along the Missouri River. 11,447

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

purpose of covering the costs of Papio Creek Watershed
project. 173,798

The Board of Directors, by resolution, has reserved funds for the
purpose of paying the United States Corps of Engineers upon

completion of two projects. 815,353
Total reserves 1,161,494
Less restricted cash (296,141)
Total general fund restricted investments $ 865,353

Restricted investments have decreased during fiscal year 2003 due to projects being paid off as
they near completion.
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PAPIO-MISSOUR! RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

In compliance with loan covenants for the notes and bonds described in Note H, the Proprietary
Funds have reserved $164,192 for the amounts listed below:

Year ended June 30, 2003

NOTE | - RESTRICTED FUNDS (Continued)

Issue Amount
Washington county water project 3 37,000
Thurston county water project 48,431
Dakota county water project 72,500
Total reserve requirement 157,931
Less restricted cash -
Total proprietary funds restricted investments $ 157,931

NOTE J - EMPLOYEES' RETIREMENT 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 six months, are regularly scheduled to work thirty-seven
and one-half or more hours per week, and are age nineteen or older are eligible to participate in
the retirement plan. The District further requires all full-time employees to participate in the
retirement plan and prohibits part-time employee participation. Participants become fully vested
after five years, which is applicable only to the employer’s contribution.

Plan members are required to contribute 4.6% of their compensation each pay period, and the
District is required to contribute 5.1% of the employee’s compensation for each pay period. The
District's contributions for the year ended June 30, 2003, were $93,417, and equaled the
required contribution.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

Year ended June 30, 2003 B1s &

NOTE K - 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 to 30 days and 180 days, respectively. Generally, after one year of service,
employees are entitled to all accrued vacation leave upon termination, but not accrued sick
leave. The estimated current portion of the liability for vested vacation benefits of $12,026 at
June 30, 2003, is recorded as an expenditure and liability in the General Fund. The long-term
portion of $159,262 at June 30, 2003, is recorded in the government-wide Statement of Net
Assets and the general-purpose fund General Long-Term Debt Account Group. The amount of
unvested sick leave benefits payable amounts to $171,288 at June 30, 2003, and is not
reported as an expenditure or liability in any of the District's June 30, 2003, basic financial
statements.

NOTE L - COMMITMENTS AND CONTINGENCIES

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

The District engages in land development projects and occasionally invokes eminent domain to
acquire the required land to undertake the project. The value of the land acquired by the District
when eminent domain is invoked is determined by either the 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, 2003. '

The District participates in various federally 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 resolved when one or more future events occur or fail to
occur. The District's management and its legal counsel assess such contingent liabilities, and
such assessment inherently involves an exercise of judgment. In assessing loss contingencies
related to legal proceedings that are pending against the District or unasserted claims that may
result in such proceedings, the District’s legal 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, 2003, a reasonable estimate could not be
determined for any potential loss contingencies.
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PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

NOTE M — CHANGE IN ACCOUNTING PRINCIPLE / PRIOR PERIOD ADJUSTMENT

Year ended June 30, 2003

By implementing GASB Statement No. 34 for the fiscal year ended June 30, 2003, the District
has converted from the modified accrual basis to the full accrual basis of accounting for
government-wide financial statement purposes. This represents a change in accounting
principle, which requires a prior period adjustment to recognize tax revenues that were
previously deferred. The beginning net assets on the Statement of Activities are adjusted by
$4,916,383 to recognize the property taxes levied by the counties during fiscal year 2002 but
not collected until fiscal year 2003.

NOTE N — COMPLIANCE

The District had total expenditures of federal awards in the amount of $789,155 for the fiscal
year ended June 30, 2003. The determination was made that one major award program existed
for the year then ended. Compliance testing was performed on the Big Papio Trail project, and
no findings were noted.

NOTE O - TOTAL COLUMNS ON COMBINED AND COMBINING STATEMENTS

The governmental fund total columns on the combined and combining statements are captioned
"memorandum only" to indicate that they are presented only to facilitate financial analysis. Data
in these columns do not present financial position, results of operations, or cash flows in
conformity with accounting principles generally accepted in the United States of America, nor is
such data comparable to a consolidation. Interfund eliminations have not been made in the
aggregation of this data on the general-purpose fund financial statements, but have been made
on the government-wide financial statements.
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SUPPLEMENTARY INFORMATION



REVENUES
Property tax
State and agency grants
Federal grants
Sales
Rental income
Interest income
Miscsllaneous

EXPENDITURES
Current
Personnel
Employee benefits
Travel
Repairs and maintenance

Conservation assistance program

Supplies and postage
Printing and publications
Professional services
Insurance ’

Telephons, utilities, and rent
Special projects

Dues and memberships
Information and education
Project construction and land
Project legal costs

Project operation and maintenance

Contract works
Fees
Vehicle expense
Board of directors
Bonds and amortization
Payroll taxes
Indirect cost reimbursement
Cost sharing reimbursement
Miscellaneous
Capital improvements
Office equipment
Machinery and equipment
Debt service
Principal retirement
Interest

OTHER EXPENSES

PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

STATEMENT OF FUNCTIONAL REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCE - GENERAL FUND

Year ended June 30, 2003

GASB 34 Adjustment - Removal of gain recognized within General Fixed Asset Group

EXCESS OF REVENUES OVER EXPENDITURES

FUND BALANCE - BEGINNING

FUND BALANCE - ENDING

11,107,038

2,548,070
15,987
139,233
36,759
766 327

14,613,414

2,010,903
384,324
42,728
191,528
586,087
52,908
71,083
529,557
120,799
121,148
1,378,266
34,217

. 57,498
4,660,161
211,337
158,949
268,317
6,081
99,471
47,243
800
145,404
(102,497)
(345,038)
12

102,847
224,269

500,000
40,405

11,598,807

(8,071}

3,006,536

5,180,329

8,186,865

EXHIBIT H




. _ EXHIBIT |
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

BALANCE SHEET - MAJOR PROPRIETARY FUND TYPES

June 30, 2003

DRAFT

Non-major
Total Dakota County Thurston County ~ Washington County Proprietary Funds
(Memorandum Only) Rural Water Rural Water Rural Water (Exhibit K)
ASSETS
Cash and cash equivalents $ 1,178,380 $ 150,754 $ 102,606 $ 673,267 3 251,753
Cash on deposit with County Treasurers 348 - - - 348
Receivables
Services 58,146 23,784 9,905 24,457 -
Assessments 11,955 B - - - 11,955
Interest 3,977 1,371 2 2,604 -
Due from other funds - - - - -
Inventory 20,889 9,231 4,237 7.421 -
Prepaid expenses 840 . - - 840 -
Investments
Unrestricted 652,572 400,506 - 252,066 -
Restricted 164,192 72,500 54,692 37,000 -
Restricted cash and cash equivalénts - - - - -
Property and equipment 4,776,985 1,807,933 1,366,030 1,603,022 -
Less accumulated depreciation {2.145.878) (793 391) (475,314) (877.173) -
$ 4722406 % 1.672 688 g 1062 158 s 1.723.504 $ 264 056
LIABILITIFS AND FUND FQUITY
LIABILITIES
Accounts payable $ 68,873 3 8,898 $ 28,765 ' § 31,209 $ 1
Accrued expensss 39,201 6,423 29,390 3,388 -
Due to other funds 33,151 21,185 2,329 9,637 -
Deferred revenue 2,856 - - - 2,856
Notes and bonds payable 1.640 458 725,000 554 458 370,000 -
1,793,539 761,506 614,942 414,234 2,857
FUND EQUITY
Contributed capital 81,700 81,700 - - -
Retained earnings
Reserved - - - - -
Unreserved (deficit) 2847 167 829 482 447 216 1,309,270 261,199
2928 867 911 182 447 216 1,309 270 261,199
§ 47204068 § 1672688 & 1062158 & 17236504 § 264 056
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EXHIBIT M
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

SCHEDULE OF INVESTMENTS - GENERAL FUND

June 30, 2003

AFT

_ Cost ..
General Fund
Certificates of Deposit
Great Western Bank $ 50,000 3.25%
Escrow accounts
Wells Fargo 815.353
865,353
Less unrestricted portion -
‘Total General Fund - restricted investments $ 865,353
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EXHIBIT N
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

SCHEDULE OF INVESTMENTS - PROPRIETARY FUND TYPES

June 30, 2003

Cost Interest Rate
Proprietary Funds
' Certificates of Deposit
Dakota County
American National Bank 3 100,000 4.93%
Commercial Federal 60,000 4.20%
Commerical Federal 40,000 2.18%
Gateway Community Bank 100,000 3.25%
Nebraska State Bank 66,000 4.14%
Siouxland National Bank 14,000 1.49%
Siouxland National Bank . 25,000 1.49%
Siouxland National Bank 60,000 2.25%
465,000
Washington County
American National Bank 109,295 - 3.70%
Team Bank ' 75,000 2.13%
Centennial Bank _ 100,000 4.19%
284,295
Thurston County :
American National Bank 41,823 3.63%
American National Bank ) 6,116 3.63%
Centennial Bank : 5,000 1.75%
52,939
Total 802,234
Less unrestricted portion . (505,545)
Total Proprietary Funds - Restricted Investments $ 296689
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EXHIBIT O
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

SCHEDULE OF INSURANCE POLICIES AND BONDS

June 30, 2003 35% m& E’%“

SCHEDULED PROPERTY FLOATER AND EQUIPMENT

Covering property, vehicle, and equipment; blanket limit $8,703,253; deductible/$500
except for boiler and machinery/$25 per horsepower.

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

COMMERCIAL AUTOMOBILE

Each accident/$10,000,000; Medical payments/$5,000; Uninsured and underinsured
motorists/$1,000,000; Collision deductible/$500.

WORKERS’ COMPENSATION

Bodily injury by accident/$100,000; Bodily injury by disease/$100,000.
EMPLOYEE DISHONESTY BONDS

Public employees $100,000; deductible/$500.

Forgery/$100,000; Computer  fraud/$50,000; Theft, disappearance, and
destruction/$100,000.

PUBLIC OFFICIALS ERRORS AND OMISSIONS
Liability limit/$10,000,000.
COMMERCIAL UMBRELLA POLICY

Combined bodily injury and property damage/$10,000,000 with property damage
deductible/$500.

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.
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EXHIBIT P
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

SCHEDULE OF TAXES RECEIVABLE - GENERAL FUND

June 30, 2003

County
Douglas $ 3,621,384
Sarpy 2,479,199
Washington - 409,374
Dakota } 356,438
Burt ‘ ' 50,565
Thurston | 33,258
Dodge | , 1,197
| $ 6.951.415

RECONCILIATION ALANCE T

Cash on hand with county treasurers $ 195,919
Taxes receivable, including deferred revenues 6,755,496
3 6.951.415
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EXHIBIT Q
PAPIO-MISSOURI RIVER NATURAL RESOQURCES DISTRICT

SCHEDULE OF CASH BALANCES HELD BY COUNTY TREASURERS

. ) i
3 E ?
W op 3
% &R ,@

June 30, 2003

General Fund

Douglas $ 146,410
Sarpy , 37,531
Washington | 5,718
Dakota 3,785
Burt 1,735
Thurston - 217
Dodge ; : 523
| | 195,919
Proprietary Funds
Elkhorn Breakout 205
Elkhorn River Stabilization Project — 143
348
196,267
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EXHIBITR

PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

INFORMATION REQUIRED BY SECTION 2-.3223, N.R.S. - 1943

Gross income from all sources
Amount expended for

Maintenance
Improvements and other such programs

Amount of depreciation on property
Number of employees as of June 30, 2003
Gross salaries

Less amount reimbursed by projects

Net salaries paid to employees

Year ended June 30, 2003
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$

2,272,721

161,176

) P . l‘f.. .

$§  17.370.586
$ 340,684
1,964,353

$ 2305037
$ 112,105
58

$ _ 2,111,545




SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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EXHIBITT
PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year ended June 30, 2003

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 exceed the $300,000 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. Compliance testing was performed on the Big
Papio Trail project and no findings were noted.
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EXHIBIT U

PAPIO-MISSOURI RIVER NATURAL RESOURCES DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

DRAFT

Year ended June 30, 2003

A. SUMMARY OF AUDIT FINDINGS

1.

The Independent Auditors’ Report dated August 29, 2003, expressed an
unqualified opinion on the basic financial statements of Papio-Missouri River
Natural Resources District.

No reportable conditions were found during the audit of the basic financial
statements.

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

. The 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 for the District expressed an unqualified opinion.

No audit findings related to the major Federal awards program of the Papio-
Missouri River Natural Resources District were found.

The only program considered to be a major program of the District is the Big
Papio Trail project (CFDA No. 20.205).

The threshold for distinguishing between Type A and B programs was $300,000.

The Papio-Missouri River Natural Resources District was considered to be a low-
risk