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DANA F. COLE & COMPANY, LLP

CERTIFIED PUBLIC ACCOUNTANTS

NDEPENDENT AUDITORS' REPORT !

Honorable Mayor and Members
of the City Council

City of Creighton

Creighton, Nebraska

We have audited the accompanying financial statements of the governmental activities, the business-type
activitics, each major fund, and the aggregate remaining fund information of the City of Creighton, Nebraska
as of September 30, 2012 and for the year then ended, which collectively comprise the City's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the Mayor
and City Council. Our responsibility is to express an opinion on these combined financial statements based
on our audit. The prior-year summarized comparative information has been derived from the City's Septem-
ber 30, 2011 financial statements and, in our report dated July 19, 2012, we expressed unqualified opinions :
on the respective financial statements of the governmental activities, the business-type activities, each major

fund, and the aggregate remaining fund information, except for the effects of not including a major enterprise

fund.

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 mis-
statement. 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.

As described in Note I, the financial statements of the government-wide and fund financial statements are
prepared on the modified cash basis of accounting for the governmental activities, which is a comprehensive
basis of accounting other than accounting principles generally accepted in the United States of America. The
financial statements of the proprietary fund types have been prepared on the accrual basis in accordance with
- accounting principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above, present fairly, in all material respects, the respec-
tive financial position of the governmental activities, each major governmental fund and the aggregate re-
maining fund information of the City of Creighton, Nebraska, as of September 30, 2012, and the respective
change in financial position, where applicable, thereof for the year then ended on the modified cash basis of
accounting described in Note 1.

In our opinion, the financial statements of the business-type activities and business-type major funds of the
City of Creighton, Nebraska, present fairly in all material respects the financial position of the business-type
activities and business-type major funds at September 30, 2012, and the changes in financial position and
cash flows, thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated March 29, 2013,
on our consideration of the City of Creighton, Nebraska's internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of the internal control over finan-
cial reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in con-
sidering the results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Creighton, Nebraska's financial statements as a whole. The supplemental infor-
mation on pages 28 to 34 is presented for purposes of additional analysis and is not a required part of the
basic financial statements. The supplemental schedules, pages 28 to 34, are the responsibility of man-
agement and were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in accord-
ance with auditing standards generally accepted in the United States of America. In our opinion, the in-
formation is fairly stated in all material respects in relation to the basic financial statements as a whole.

We have also previously audited, in accordance with auditing standards generally accepted in the United
States of America, the City's basic financial statements for the year ended September 30, 2011, which are
not presented with the accompanying financial statements. In our report dated July 19, 2012, we expressed
unqualified opinions on the respective financial statements of the governmental activities, eack major fund,
and the aggregate remaining fund information. That audit was conducted for the purpose of forming opin-
ions on the financial statements that collectively comprise the City's financial statements as a whole. The
information in the supplemental schedules on pages 30 to 33 related to the September 30, 2011, financial
statements is presented for purposes of additional analysis and is not a required part of the financial state-
ments, Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the 2011 financial statements. The information
has been suhjected to the auditing procedures applied in the audit of those financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements them-
selves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the 2011 supplemental schedules, pages 30 to 33, are fairly stated
in all material respects in relation to the basic financial statements from which they have been derived.

Kona bl lymppey 100

O'Neill, Nebraska
March 29, 2013



CITY OF CREIGHTON, NEBRASKA
STATEMENT OF NET ASSETS
GOVERNMENTAL ACTIVITIES - MODIFIED CASH BASIS

BUSINESS-TYPE ACTIVITIES - ACCRUAL BASIS

SEPTEMBER 30, 2012

ASSETS

Cash and cash equivalents
Certificates of deposit
Cash held by County Treasurer
Accounts receivable
Inventories
Deferred bond issue costs
Restricted certificates of deposit
Capital assets
Nondepreciable - construction-in-progress
Nondepreciable - land
Depreciable - net of depreciation

TOTAL ASSETS

LIABILITIES

Accounts payable
Accrued expenses
Customer deposits
Notes payable within one vear
Noncurrent liabilities
Notes payable in more than one vear
Bonds payable in more than one year

TOTAL LIABILITIES

NET ASSETS

Invested in capital assets, net of related debt

Restricted for:
Community Development
Fire department

Swimming pool operations (sales tax ordinance)

Endowment - unexpendable
Total restricted

Unrestricted

TOTAL NET ASSETS

The notes are an integral part of these financial statements.

Business-
Governmental Type

Activities Activities Total
766,785 156,279 923,064
2,523,267 23,120 2,546,387
6,327 6,327
112,450 112,450
16,933 16,933
4,885 4,885
86,169 86,169
246,650 246,650
24,954 6,300 31,254
1,507,129 927,306 2,434,435
4,914,631 1,493,923 6,408,554
12,200 12,200
6,046 6,046
10,036 10,036
28,748 9,436 138,183
11,240 377,205 388,446
255,000 255,000
39,988 669,923 709,911
1,492,095 538,615 2,030,710
28,471 28,471
89,158 89,158
133,611 133,611
86,169 86,169
337,409 337,409
3,045,139 285,385 3,330,524
4,874,643 824,000 5,698,643
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CITY OF CREIGHTON, NEBRASKA
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
SEPTEMBER 30, 2012

ASSETS
Current Assets
Cash
Certificates of deposit
Accounts receivable (net)
Inventories

Total current assets

Capital Assets

Nondepreciable - land
Construction-in-progress
Depreciable assets

Sewer system

- Water system
Equipment
Accumulated depreciation

Total capital assets

Other Assets
Bond issue costs (net of
amortization)

TOTAL ASSETS

LIABILITIES
Current Liabilities Payable from

Current Assets

Accounts payable

Deferred compensation

Current amount of long-term debt
Total current Habilities pay-

able from current assets

Noncurrent Liabilities
Customer deposits
Notes payable - NDEQ
Bonds payable

Less current amounts

Total noncurrent liabilities

TOTAL LIABILITIES

2012

Business-Type Activities -
Enterprise Funds

Sewer Water Landfill Hospital Total

72,618 79,281 4,380 156,279
23,120 23,120

29,388 50,826 6,784 25,452 112,450

: 16,933 16,933

102,006 170,160 11,164 25,452 308,782
2,000 3,800 500 6,300
246,650 246,650

785,847 785,847
1,550,296 1,550,296

32,521 39,925 3,800 76,246
(447,382) (1,033,901) (3,800). (1,485,083)
372,986 806,770 500 1,180,256
4,885 4,885

474,992 981,815 11,664 25452 ],4'93,923
602 2,798 8,800 12,200
2,337 3,709 6,046
9.436 9,436
12,375 6,507 8,800 27,682
10,036 10,036

202,218 184,423 386,641
255,000 255,000

(9,436) (9.436)
102,782 449 459 642,241
205,157 455,966 8,800 669,923

9



CITY OF CREIGHTON, NEBRASKA
STATEMENT OF NET ASSETS
_PROPRIETARY FUNDS
SEPTEMBER 30, 2012

2012

Business-Type Activities -
Enterprise Funds

Sewer Water Landfill Hospital Total
NET ASSETS
Invested in capital assets, net of
related debt 170,768 372,232 500 538,615
Unrestricted 99,067 153,617 11,164 16,652 280,500
TOTAL NET ASSETS 269,835 525,849 11,664 16,652 824,000

The notes are an integral part of these financial statements.

i0



CITY OF CREIGHTON, NEBRASKA
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS

PROPRIETARY FUNDS

YEAR ENDED SEPTEMBER 30, 2012

OPERATING REVENUES
User charges
Miscellaneous

Total operating revenues

OPERATING EXPENSES
Persenal services
Materials and supplies
Repairs and maintenance
Gasoline and oil
Office expenses
Insurance
Utilities
Purchased services
Professional fees and schooling
Depreciation expense
Miscellaneous operating expense

Total operating expenses
OPERATING INCOME

NONOPERATING REVENUES
(EXPENSES)
Interest income
Grant income
Liquidation gain
Amortization of bond costs
Interest expense

Total nonoperating revenues
(expenses)

INCOME BEFORE OPERATING
TRANSFERS

Interfund transfers
NET INCOME (LOSS)

NET ASSETS, beginning of year
(as restated)

NET ASSETS, end of year

2012
Enterprise Funds
Sewer Water  Landfill  Hospital Total
194,593 333,162 119,193 646,948
1,628 12472 14,100
194,593 334,790 131,665 661,048
80,308 88,017 168,325
2,435 22,406 24,841
11,529 2,496 14,025
798 798
402 364 36 1,332
4,713 7,908 12,621
12,643 50,877 847 64,367
124,800 124,800
7.538 9,595 17,133
20,158 50,322 70,480
12,096 7,964 20,060
152,620 240,449 125,733 518,802
41,973 94341 5932 142,246
1,627 1,685 3,312
46,106 46,106
38,306 38,306
(305) (305)
(4,694) (14,639) (19,333)
(4,694) 32,789 39,991 68,086
37,279 127,130 5,932 39,991 210,332
(1,096,339) (1,096,339)
37,279 127,130 5,932 (1,056,348) (886,007)
232,556 398,719 5,732 1,073,000 1,710,007
269,835 525,849 11,664 16,652 824,000

The notes are an integral part of these financial statements,

il



CITY OF CREIGHTON, NEBRASKA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
YEAR ENDED SEPTEMBER 30, 2012

2012
Enterprise Funds
Sewer Water Landfill Hospital Total
CASH FLOWS FROM OPERATING
ACTIVITIES
Cash received from customers 189,629 326,588 130,033 294,172 040,422
i Other cash received 1,628 1,628
Cash paid for contracted hauling (113,460) (113,460)
Cash paid for personal services (79,311)  (88,017) (167,328)
Other cash payments (52,214) (116,607) (12,273) (47,146) (228,240)
Net cash provided by operating
activities 58,104 123,592 4,300 247,026 433,022
CASH FLOWS FROM INVESTING
ACTIVITIES
Cash receipts from interest 1,627 1,685 3312
Certificates of deposit cashed 52,881 52,881
Net cash provided by investing
activities 54,508 1,685 56,193
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Proceeds of NDEQ loan 184,423 184,423
Proceeds from grant 46,106 46,106
Cash paid for equipment and
improvements {246,650) (246,650)
Principal paid on long-term debt (9,250)  (20,000) (29,250)
Cash paid for interest (4,694) (14,639 (19,333)
Net cash used in capital and
related financing activities (13,944) (50,760) (64,704)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Change in amounts due other funds (48,114) (48,114)
Cash transfers to other funds (974,595)  (974,595)
Net cash used in noncapital
financing activities (48,114) (974,595) (1,022,709
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CITY OF CREIGHTON, NEBRASKA
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

YEAR ENDED SEPTEMBER 30, 2012

NET INCREASE (DECREASE) IN CASH

CASH AND CASH EQUIVALENTS,
beginning of year

CASH AND CASH EQUIVALENTS,
end of year

Reconciliation of Operating Income
to Net Cash Provided by
Operating Activities

Operating income

Adjustments to reconcile operating
income to net cash provided by
operating activities:

Depreciation
Liquidation gain
Changes in assets and liabilities:
{Increase) Decrease in accounts
receivable
(Increase) Decrease in inventory
Increase (Decrease) in accounts
payable
Increase (Decrease) in customer
deposits
Increase (Decrease) in accrued
expenses

Total adjustments

Net cash provided by operating
activities

SUPPLEMENTAL DISCLOSURES
Noncash tranfers to other funds
Certificates of deposit and bonds
transferred to other City funds

2012

Enterprise Funds

Sewer Water  Landfill  Hospital Total

44,160 79,226 4,300 (725,884) (598,198)
28,458 55 80 725,884 754,477
72,618 - 79,281 4,380 156,279
41,973 _ 94,341 5,932 142,246
20,158 50,322 70,480
38,306 38,306

(4,964)  (7,174)  (1,632) 200,855 187,085
(1,461) (L4eD)
(60) (12,910) 7,865 (5,105)
600 600

997 (126) 871
16,131 29,251 (1,632) 247,026 290,776
58,104 123,592 4,300 247,026 433,022
121,744 121,744

The notes are an integral part of these financial statements,
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NOTE 1.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Governmental Accounting Standards Board (GASB) is the accepted standard setting body
for establishing governmental accounting and financial reporting principles. The more signifi-
cant of the City's accounting policies are described below.

A. REPORTING ENTITY

The City of Creighton, Nebraska (the "City") was incorporated under the provisions of the
State of Nebraska. The City operates under a Mayor and City Council form of government.

In evaluating how to define the government, for financial reporting purposes, management
has considered all potential component units. The decision to include a potential compo-
nent unit in the reporting entity was made by applying the criteria set forth in accounting
principles generally accepted in the United States of America as applied to governmental
units. The basic, but not the only, criterton for including a potential component unit within
the reporting entity is the governing body's ability to exercise oversight responsibility. The
most significant manifestation of this ability is financial interdependency. Other manifesta-
tions of the ability to exercise oversight responsibility include, but are not limited to, the se-
lection of governing authority, the designation of management, the ability to significantly
influence operations, and accountability for fiscal matters. Other criteria are the scope of
public service and existence of special financing relationships.

Based on the aforementioned criteria, the only potential component unit of the City is the
Creighton Library Foundation, a not-for-profit entity organized, exclusively for the benefit
of the library. Financial activities related to the Foundation are not reflected in the City's
financial statements since activities of the Foundation for the year were not significant to
the reporting entity. '

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The City has adopted the provisions of Statement No. 34 ("Statement No. 34™) of the Gov-
ernment Accounting Standards Board "Basic Financial Statements and Management's Dis-
cussion and Analysis for State and Local Governments", Statement No. 34 established
standards for external financial reporting for all state and local government entities, which
includes government-wide financial statements, fund financial statements and the classifi-
cation of net assets into three components - invested in capital assets, net of related debt;
restricted; and unrestricted. The City first uses restricted resources to finance qualifying
activities.

Government-Wide Statements

The statement of net assets and statement of activities report information on the City as a
whole, They include all funds of the City except for fiduciary funds. The effects of inter-
fund activity have been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental receipts, are reported separately
from business-type activities, which rely 1o a significant extent on fees and charges for
support.
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CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (Continued)

Government-Wide Statements (Continued)

The statement of activities demonstrates the degree to which the direct disbursements of a
given function or segment are offset by program receipts. Direct disbursements are those
that are clearly identifiable with a specific function or segment. Program receipts include
1) charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment and 2) grants and contribu-
tions that are restricted to meeting the operational or capital requirements of a particular
function or segment. Taxes and other items not properly included among program reve-
nues are reported instead as general receipts.

The City does not allocate indirect costs.

Fund Financial Statements

The accounts of the City are organized on the basis of funds, each of which is considered
to be a separate accounting entity, The operations of each fund are accounted for by a
separate set of self-balancing accounts that comprise its assets, labilities, find equity, rev-
enuss or receipts, and expenditures or expenses, as appropriate. (Government resources are
allocated to, and accounted for, in individual funds based on the purpose for which they
are to be spent and the means by which spending activities are controlled.

The emphasis in fund financial statements is on the major funds in either the governmental
or business-type activities categories, GASB Statement No. 34 sets forth minimum criteria
for the determination of major funds, which should have a specific community focus.

The City reports using the following funds:

Governmental Funds

General Fund - The General Fund is the general operating fund of the City. It is used to
account for all firancial resources except those required to be accounted for in another
fund. The General Fund is considered a major fund.

Special Revenue Funds - Special Revenue Funds are used to account for proceeds of the
specific revenue sources (other than special assessments or major capital projects) that
are legaliy restricted to expenditures for specified purposes or designated to finance par-
ticular functions or activities of the City, The City includes the Street, Ambulance and
Community Development Funds as major funds.
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CITY OF CREIGHTON, NEBRASKA
NOTES. TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (Continued)

Fund Financial Statements (Continued)

Governmental Funds (Continued)

Permanent Fund - The Permanent Fund accounts for assets held by the City pursuant
to a trust agreement. The principal portion of this fund type must remain intact, but
the earnings are unrestricted.

Proprietary Funds

Proprietary Funds are used to account for operations (a) that are financed and operated
in a manner similar to private business enterprises - where the intent of the governing
body is that the costs of providing goods and services to the general public on a contin-
uing basis be financed or recovered primarily through user charges or (b) where the
governing body has decided that periodic determination of revenues earned, expenses
incurred and/or net income is appropriate. The City has the following enterprise funds,
all of which are reported as major: Sewer Fund, Water Fund, Hospital and Landfill
Fund.

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING |

Measurement focus is a term used to describe "how" transactions are recorded within the
various financial statements. Basis of accounting refers to "when" transactions are record-
ed regardless of the measurement focus applied.

Measurement Focus

In the governmental activities of the government-wide statement of net assets and statement
of activities, governmentai activities are presented using the economic resources measure-
ment focus, within the limitations of the modified cash basis of accounting.

In the governmental fund financial statements, the "current financial resources” measure-
ment focus, as applied to the modified cash basis of accounting, is used as appropriate;

All governmental funds utilize a "current financial resources" measurement focus, Only
current financial assets and liabilities are generally included on their balance sheets,
Their operating statements present sources and uses of available spendable financial re-
sources during a given period. These funds use fund balance as their measure of availa-
bie spendable financial resources at the end of the period.

In the business-type activities of the government-wide statement of net assets and statement
of activities, business-type activities are presented using the economic resources measure-
ment Tocus, within the limitations of the accrual basis of accounting, as defined below.
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CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (Continued)

Measurement Focus (Continued)

In the business-type fund financial statements, the "economic resources" measurement
focus, as applied to the accrual basis of accounting, is used as appropriate:

The Proprietary Fund utilizes an "economic resources" measurement focus. The
accounting objectives of this measurement focus are the determination of operating
income, changes in net assets, financiai position and cash flows. All assets and lia-
bilities (whether current or noncurrent, financial or nonfinaneial) associated with
their activities are reported. Proprietary Fund equity is classified as net assets.

Basis of Accounting

All governmental funds of the City of Creighton, Nebraska, are maintained on the modi-
fied cash basis of accounting, wherein revenues and expenditures are recognized as they
are collected or paid, instead of when they are ecarned or incurred and investment carnings
are recognized as the value of investments change. In the government-wide financial
statements, expenditures for capital outlay are recorded as assets and the issuance and re-
payment of long-termn debt are recorded as liabilities. These policies are not in agreement
with accounting principles generally accepted in the United States of America in that cer-
tain revenues earned are not recognized as receivable and certain expenses incurred are
not recognized when payable.

Taxes and other revenues collected by the County Treasurer are included in revenues of the
City in the year collected by the county and the City funds held by the County Treasurer at
year end are included as assets of the City. Loans to local residents from the Community
Development Fund are reported as expenditures when made and revenues when repaid.

The proprietary funds are accounted for under the accrual basis of accounting, Revenues
are recognized when carned and expenses are recognized when incurred.

Operating income reported in proprietary fund financial statements includes revenues and
expenses related 1o 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
nenoperating in the financial statements.

D. BUDGETS

Annual appropriated budgets are adopted for all City funds on the cash basis of accounting.
Unused appropriations lapse at fiscal year end. Encumbrance accounting is not used.
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CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

BUDGETS (Continued)

The City legally adopts the general all-purpose budget as prescribed by the Nebraska State
Auditor, which combines all fund types. Expenditures may not legally exceed appropria-
tions at the total level. Any revisions to budget require council approval.

CASH AND INVESTMENTS

Cash and cash equivalents include amounts in demand deposits as well as short-term cer-
tificates of deposit with an original maturity of three months or less,

Nebraska statutes limit the City to investments as provided in the Authorized Investment
Guidelines of the Nebraska Investment Council. Funds held in depositories are required
to be fully insured or collateralized.

The City had no investments as defined by the Governmental Accounting Standards Board.

ACCOUNTS RECEIVABLE

The accounts receivable of the Enterprise Funds have been adjusted for all known uncol-
lectible accounts. An allowance for bad debts has not been set up, as the amount is not
considered material, Unbilled utility services are accrued at vear end. All accounts receiv-
able of the Water, Sewer, and Landfill Funds are from consumers located in Creighton,
Nebraska.

INVENTORY

Inventory in all funds, except the Enterprise Funds, is recorded as an expenditure at the
time of purchase. Inventories of materials in the Enterprise Funds are valued at the lower
of cost or market as determined by the first-in, first-out (FIFO) method.

CAPITAL ASSETS

Capital assets, which include property, plant, equipment and infrastructure assets, are
reported in the applicable governmental or business-type activities column in the govern-
ment-wide financial statements. Capital assets are defined as assets that have initial use-
ful lives that extend beyond a single reporting period. Capital assets are stated at cost or
at estimated historical cost if actual is unavailable, except for donated assets, which are
recorded at their fair values when donated.

The City maintains the following minimum capitalization thresholds for capital assets.

Building and improvements 10,000
Land and fand improvements 5,000
Machinery, equipment and vehicles 5,000
Infrastructure 25,000
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CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
H. CAPITAL ASSETS (Continued)

As permitted by Government Auditing Standards, the City has elected to capitalize gov-
ernmental fund type infrastructure, consisting primarily of street improvements, on a pro-
spective basis. Consequently, except for Proprietary Fund Types, the financial statements
do not include infrastructure prior to October 1, 2003,

Major expenditures for property and those, which substantially increased useful lives, are
capitalized. Maintenance, repairs and minor renewals are expensed when incurred. When
fixed assets are retired or otherwise disposed of, their costs and related accumulated depre-
ciation are removed from the accounts and resulting gains or losses are included in income.
Net interest cost relating to construction is capitalized.

Depreciation has been provided using the straight-line method over estimated useful lives

as follows:
Plant 20 - 50 years
Equipment 5-15 years

. LONG-TERM DEBT

The accounting treatment of long-term debt depends on whether the assets are used in gov-
ernmental fund operations or proprietary fund operations and whether they are reported in
the government-wide or fund financial statements. Bond premiums or discounts, as well as
issnance costs, are deferred and amortized over the life of the bonds. Bonds payable are
reported net of the applicable bond premium or discount. Bond issuance costs are reported
as deferred charges and amortized over the life of the related debt on a straight-line method.

All long-term debt fo be repaid from governmental and business-type resources is report-
ed as liabilities in the government-wide statements,

Long-term debt for governmental funds is not reported as liabilities in the fund financial
statements. The debt proceeds are reported as other financing sources and payment of prin-
cipal, interest and issuance costs are reported as expenditures. The accounting for proprie-
tary funds is the same in the fund statements as it is in the government-wide statements.

J. COMPENSATED ABSENCES

City employees are granted sick leave and vacation in varying amounts, Employees are
not reimbursed for unused sick leave, therefore, sick leave is charged to operations as paid.
Accumulated vacation benefits for Enterprise Fund employees are included in liabilities
for proprietary fund types when material. Other funds are maintained on the cashy basis of
accounting and accordingly, benefits are recognized when paid.
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CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
K. EQUITY CLASSIFICATIONS

Government-Wide Statements

Net assets are displayed in three components:

Invested in capital assets, net of related debt consists of capital assets including re-
stricted capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are attributable to
the acquisition, construction, or improvement of those assets.

Restricted net assets consists of net assets with constraints placed on the use either by
external groups, such as creditors, grantors, contributors or laws and regulations of
other governments; or through constitutional provision or enabling legislation,

Unrestricted net assets do not meet the definition of restricted.

Fund Financial Statements

The governmental fund financial statements present fund balances based on classifications
that comprise a hierarchy that is based primarily on the extent to which the City is bound to
honor constraints on the specific purposes for which amounts in the respective governmen-
tal funds can be spent. Proprietary fund equity is classified the same as in the government-
wide statements. The classifications used in the governmental fund financial statements are
as follows:

Nonspendable

This classification includes amounts that cannot be spent because they are either (a) not
in spendable form or (b) are legally or contractually required to be maintained intact. The
City currently includes the Hoferer Trust fund balance in this category.

Restricted

This classification includes amounts for which constraints have been placed on the use
of the resources either (a) externally imposed by creditors (such as through a debt cove-
nant), grantors, contributors, or laws or regulations of other governments, or {b) imposed
by law through constitutional provisions or enabling legislation. The City includes the
fund balances of the Pool, Fire, and Community Development Funds in this category,
since the receipts of these funds are restricted by the grantors or by legislation. The
primary receipts of the Pool Fund are sales taxes restricted by the related ordinance.
Funds held in the Fire Fund are subject to an interlocal agreement and are restricted for
fire purposes. The balance in the Community Development Fund is reuse funds restrict-
ed for housing loans and grants under terms of the original grant agreements with the
State. '
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NOTE .

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

K. EQUITY CLASSIFICATIONS (Continued)

L.

Fund Financial Statements (Continued)

Committed

This classification includes amounts that can be used only for specific purposes pursuant
to constraints imposed by formal action of the City. These amounts cannot be used for
any other purpose unless the City Council removes or changes the specified use by tak-
ing the same type of action (ordinance or resolution) that was employed when the funds
were initially committed. This classification also includes contractual obligations to the
extent that existing resources have been specifically committed for use in satisfying
those contractual requirements. The City includes the balance held in the certificate of
deposit held for Senior Citizen Center maintenance, and the fund balances of the Ambu-
lance and Street Funds as committed fund balances.

Assigned

This classification includes amounts that are constrained by the City's intent to be used
for a specific purpose but are neither restricted nor committed. This intent can be ex-
pressed by the City Council or through the City Council delegating this responsibility
to the City administrator through the budgetary process. The City considers amounts
held in segregated cash accounts in the General Fund related to the proceeds from the
sale of the hospital as assigned. It is the City's intent to hold these funds for future
contingencies and not use the principal for operations.

Unassigned

This classification includes the residual fund balance for the General Fund.

The City would typically use restricted fund balances first, followed by committed re-
sources, and then assigned resources, as appropriate opportunities arise, but reserves the
right to selectively spend unassigned resources first to defer the use of these other classi-
fied funds.

PROPERTY TAXES

Under State law, municipalities are limited in their ability to levy a propertty tax. Property
taxes attach as an enforceable lien on property as of January 1. Taxes are levied on No-
vember 1, and are payable in two installments on the following May 1, and September 1.
All taxes are delinquent the September 1, following the year levied. The County bills and
collects property taxes and remits them io the City monthly. Property tax revenues are
recognized in the period that the County collects them.
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NOTE 1.

NOTE 2.

NOTE 3.

NOTE 4.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
M. INTERFUND TRANSFERS

Permanent realiocations of resources between funds of the reporting entity are classified
as interfund transfers. For the purposes of the statement of activities, all interfund trans-
fers between individual governmental funds have been eliminated.

N. USE OF ESTIMATES

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America and other comprehensive basis of accounting re-
quires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the fi-
nancial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

O. PRIOR-YEAR INFORMATION

The financial statements include partial/summarized prior-year comparative information.
Such information does not include all of the information required or sufficient detail to
constitute a presentation in conformity with accounting principles generally accepted in
the United States of America.

CASH AND DEPOSITS

Custodial credit risk is the risk that in the event of bank failure, the City's deposits may not be
returned to it. State law requires all funds in depositories to be fully insured or collateralized;
and the City's policy is to require depositories to provide pledged securities to cover deposits
in excess of FDIC limits. At September 30, 2012, the City's deposits (inciuding checking
accounts, savings accounts, and certificates of deposit) were entirely covered by FDIC insur-
ance and securities held by agents of the depositories and assigned to the City in the form of
joint safekeeping receipts.

RESTRICTED ASSETS

Restricted assets of governmental funds consist of specific accounts that are restricted by do-
nors or by the terms of grants, Restricted assets of the governmental funds include the certifi-
cate of deposit related to the Hoferer Trust Fund of $86,169.

RETIREMENT PROGRAM

The City of Creighton, Nebraska has a defined contribution pension plan. All full-time
employees are eligible to participate. The City of Creighton, Nebraska matches up to 4% of
the employees' base salary, The employees can also make additional salary deferrals subject
to IRS [imits.
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NOTE 4.

NOTE 5.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

RETIREMENT PROGRAM (Continued)

The plan is a Section 457b deferred compensation pension plan, The plan was amended in
1998 to comply with Federal law contained in the Small Business Job Protection Act of 1996,
All assets relating to the pian are held in trust for the exclusive benefit of plan participants or
their beneficiaries. The City pension contributions for the year ended September 30, 2012
were $6,102, which was equal to the required amount.

Participants’ accounts are invested with Northwestern Mutual Life Insurance Company and
contributions are remitted monthly. The City does not provide any significant administrative
services or investiment advice relating to the plan.

LONG-TERM DEBT

General Obligation Bond Issues

In April 2010, the 1993 Water Bonds were called for repayment and the services 2010 Refund-
ing Bonds were issued to refund the old bends. These bonds are backed by the taxing authori-
ty of the City, but are being retired by Water fund revenues. Therefore, the bonds are included
as Enterprise Fund liabilities.

Bank Loan

The City entered into a loan agreement for $135,500 with Madison County Bank on Febru-
ary 25, 2009 for the purchase of a 2009 Allianz Sweeper for the Street Fund, The loan bears
an interest rate of 3.70% and calls for monthly principal and interest payments of $2,479 until
March 1, 2014, This loan is being paid out of the Street Fund, a governmental fund.

Notes Pavable NDEQ

A loan due to the Nebraska Department of Environmental Quality is payable by the Sewer

Fund in semiannual payments of $6,717, including interest of 2% through June 15, 2030, An
annual administration fee of 1% of the loan balance is also payable in semiannual payments.
Revenues (Sewer Fund) are pledged for repayment of the loan. The loan was used for a waste
water improvement project in 2010, '

A loan agreement dated October 2011, to the Nebraska Department of Environmental Quality
is payable by the Water Fund. The City will begin repayment of principal and interest within
one year of the date of initiation of operation and will repay loan in full no later than 20 years
from that date. The interest rate during the period of construction is 2.0% and 2.5% thereafter.
As the project continues, the City will request funds to pay for construction costs, As of Sep-
tember 30, 2012, the City has drawn $184,423 of the possible funds. The total loan upon
completion of the project is estimated at $788,000, which will require semiannual payments of
$24.,665 plus 1% administration fee.
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NOTE 3.

NOTE 6.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

LONG-TERM DEBT (Continued)

Cha‘ngés in Long-Term Debt

NDEQ Bank Water  NDEQ
{Sewer)  Notes Bonds  (Water)

Principal balance, beginning 211,468 67,979 275,000

Debt issued : 184,423
Principal paid ©(9,250) (27.,991) (20,000)

Principal balance, ending 202,218 39,988 255,000 184,423

© Maturities on Long-Term Debt

Fiscal Year G&O
Ending NDEQ  Bank Water
September 30, Note Notes Bonds
2013 15,432 29,743 4,786
2014 15,337 11,338 19,490
2015 15,240 19,305
2016 15,142 19,080
2017 15,041 18,818
2018 - 2022 73,622 112,137
2023 - 2027 70,784 ' 111,858
2028 - 2030 40,986 52,957
261,584 41,081 358,431
Less interest and fees (59,366) (1,093) (103,431
Total 202,218 39,988 255,000

HOUSING GRANTS AND LOANS

In connection with a Community Development Block Grants, loans and grants were awarded
to individuals in Creighton and certain surrounding towns for housing rehabilitation. A con-
dition of this program is to have the recipients of these funds pay back all or a portion of the
loans to the City of Creighton, Nebraska in monthly installments. The interest rate varies
from one to four percent. In addition, several of the loans were classified as grants and no
payments are required. Collections on these loans are maintained in a separate special reve-
nue fund to be used for future housing loans.
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CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 7. CAPITAL ASSETS

Cap.ital asset activity for the year ended September 30, 201, was as follows:

Balance Balance
9/30/11 Increases Decreases  9/30/12
Governmental Activities
Land - nondepreciable 24,954 24,954
Buildings and improvements 1,752,963 43,067 1,796,030
Equipment and vehicles 2,158,211 24,590 2,182,801
Totals at cost 3,936,128 67,657 4,003,785
Accumulated depreciation (2,342,126) (129,576) (2,471,702)
Net capital assets 1,594,002 (61,919) 1,532,083
Business-Type Activities
Land - nondepreciable : 6,300 6,300
Construction-in-progress -

. nondepreciable 246,650 246,650
Water Department 1,550,296 : 1,550,296
Sewer Department 785,847 785,847
Equipment 72,446 72,446

Totals at cost 2,414,889 246,650 2,661,539
Accumulated depreciation (1,410,803)  (70,480) (1,481,283)
Net capital assets 1,004,086 176,170 1,180,256
Depreciation
Depreciation expense was charged to the functions/programs as follows:
Governmental Activities
General Government 8,062
Public Safety 50,170
Highways and Streets 31,687
Public Works - other 5,840
Culture and Recreation 33,817
Total depreciation expense - governmental activities 129,576
Business-Type Activities
Water Fund 50,322
Sewer Fund 20,158
70,480

Total depreciation expense - business-type activities
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NOTE 8.

NOTE 9.

NOTE 10.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. The City has pur-
chased commercial insurance to offset these certain risks. Settled claims have not significantly
exceeded this commercial coverage in any of the past three fiscal years.

SALE OF HOSPITAL AND TRANSFER TO GENERAL FUND

Effective February 1, 2011, the City of Creighton, Nebraska completed the sale of Creighton
Area Health Services (CAHS) to Sacred Heart Health Services. The sale included substan-
tially all of the real and personal property of the hospital, clinic and nursing home. The buyer
paid off or assumed all USDA liabilities, other long-term debt, equipment leases and provider
agreements. Additionally, Sacred Heart Health Services has agreed to operate the nursing
facility and physician clinics for a minimum of three years and the hospital for a minimum of
ten years. The City has the right of first refusal to repurchase the operating assets at fair mar-
ket value if Sacred Heart Health Services would decide to close or sell any of the operating
facilities within the ten year period.

As a result of this sale, remaining cash assets were transferred to the City's General Fund,
Amounts transferred were as follows:

Year ended September 30, 2011 1,879,201
Year ended September 30, 2012 1,096,339

In March 2012, the City approved a transfer of donation funds set aside from the sale, of
$396,905, to Avera Hospital for an upgrade project to the facility.

As of September 30, 2012, the City's General Fund included cash accounts from the "hospita]
sale" of $2,596,865, which are consider assigned to future projects and other uses to be deter-
mined by the City Council.

The Hospital Enterprise Fund account is used to account for the liquidation of remaining non-
cash assets and settlement of liabilities. For the year ended September 30, 2012, the net liqui-
dation gain was 338,306, due primarily to collections on receivables in excess of amounts
estimated.

TRANSFERS

Transfers, other than the Hospital to General, for the year consisted of General Fund transfers
for support to the Street and Recycling Funds of $71,176 and $3,930, respectively.
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NOTE 11.

NOTE 12,

NOTE 13.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

RESTATEMENT

The financial statements in prior years did not include the financial statements related to the
Creighton Area Health Services, an enterprise fund. As described above, the facilities were

- sold in 2011. Separate financial statements were issued through September 30, 2011. For the

year ending in September 30, 2012, the {financial information related to the continuing liqui-
dation of the facility is inciuded as an enterprise funds. The net effect of including the fund
was an increase in beginning fund equity (unrestricted net assets) of $1,073,000. This was
equal to the unrestricted net assets reported on the September 30, 2011 andited financial
statements of Creighton Area Health Services,

COMMITMENTS

During 2012, the City commenced a major water improvement project. The total estimated
cost of the project is $985,000, and will be financed through the Nebraska Department of En-
vironmental Quality with loan and grant funds of $788,000, and $197,000, respectively. As
of September 30, 2012, construction-in-progress was $246,650. Additional contracts of
$636,864 were approved in August 2012, for which work had not commenced at year end.

SUBSEQUENT EVENTS
In preparing the financial statements, the City has evaluated events and transactions for poten-

tial recognition or disclosure through March 29, 2013, the date the financial statements were
available to be issued.
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CITY OF CREIGHTON, NEBRASKA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
CASH BALANCES - BUDGET AND ACTUAL - BUDGETARY BASIS

ALL FUNDS
YEAR ENDED SEPTEMBER 30, 2012

REVENUES
Federal grant
Propetrty taxes
Sales faxes
Motor vehicle taxes
Other taxes
Licenses and permits
Intergovernmental - State
Charges for services
Interest .
NPPD lease
Debt proceeds
Interfund transfers in
Other

Total revenues

EXPENDITURES

General Government

Public Works - Recycling

Public Works - Street

Public Works - Utility Funds

Public Health and Safety

Culture and Recreation

Housing Rehab and Community

Development

Appropriation of hospital funds

Interfund transfers in {out)
Total expenditures

REVENUES OVER (UNDER})
EXPENDITURES

CASH BALANCE, beginning of vear

CASH BALANCE, end of year

See accompanying notes to budgetary statement.

2012
General All-Purpose
Budget
Original Favorable
and Final Actual {(Unfavorable)
46,106 46,106
131,451 114,137 (17,314)
135,000 159,829 24,829
18,000 20,261 2,261
18,000 18,103 103
2,560 4,802 2,242
264,840 285,970 21,130
791,351 982,367 191,016
41,406 49,798 8,392
154,000 162,604 8,604
842,000 184,423 (657,577)
310,074 1,171,445 861,371
56,630 113,253 56,623
2,765,312 3,313,098 547,786
151,940 167,244 (15,304)
5,910 5,993 (83)
370,083 371,611 (1,528)
1,582,583 757,115 825,468
368,905 211,025 157,880
272,634 196,019 76,615
27,427 17,271 10,156
2,838,088 444,051 2,394,037
© 310,074 1,171,445 (861,371)
5,927,644 3,341,774 2,585,870
(3,162,332)  (28,676) 3,133,656
3,681,073 3,590,623
518,741 3,561,947
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NOTE 1.

CITY OF CREIGHTON, NEBRASKA
NOTES TO BUDGETARY STATEMENT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
CASH BASIS - BUDGET AND ACTUAL - ALL FUNDS

Basis of Accounting

The budget is adopted on the cash basis of accounting, as required by the State of Nebraska,
which is consistent with the financial reporting basis for governmental type funds. The Enter-
prise Funds, which report on the accrual basis, are included in the combined statement of rey-
enues and expenditures - budget and actual, on the budgetary (cash) basis.

Budget Law

‘The City is required by state law to hold public hearings and adopt annual budgets for ail

funds on the cash basis of accounting. Total expenditures for each fund may not exceed the
total budgeted expenditures. Appropriations for expenditures lapse at year end. Any revi-
sions to the adopted budget of total expenditures to any fund require a public hearing.

The City uses the general all-purpose budget, which combines all funds, Expenditures may
not legally exceed appropriations at the total level. Any revisions to budget require Board
approval, :

Reconciliation

A reconciliation of operating results on the budgetary basis to net income for Enterprise Funds
is as follows:

Revenues over (under) expenditures - budgetary basis

Governmental funds 696,033
Enterprise funds (724,709)
Revenues under expenditures - all funds - budgetary basis (28,676)
Revenues under expenditures - budgetary basis
~ Enterprise funds (724,709)
Adjustments
[ncrease (decrease) in accounts receivable {187,085
Increase (decrease) in inventory 1,461
(Increase) decrease in accounts payable 5,105
(Increase) decrease in deposits (600)
(Increase) in other accrued liabilities (871)
Amortization of bonds costs {305)
Capitalized assets ' 246,650
Depreciation (70,480)
Debt proceeds (184,423)
Principal payments 29,250
Total adjustments (161,298)
Net loss - enterprise funds (886,007)
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CITY OF CREIGHTON, NEBRASKA

NONMAJOR FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN CASH BALANCES
YEAR ENDED SEPTEMBER 30, 2012

REVENUES
Taxes
Intergovernmental
Charges for services

Interest
Other

Total revenues

EXPENDITURES
Operating
Capitai outlay
Total expenditures

REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES
Transfers in .

REVENUES AND OTHER FINANCING
SOURCES OVER EXPENDITURES

FUND BALANCES (DEFICIT),
beginning of year

FUND BALANCES (DEFICIT), end of year

Permanent
Fire Fund
Department Recycling Hoferer Trust  Total

14,126 14,126
27,210 27,210
2,400 2,400
760 760
1,348 1,348
43,444 2,400 45,844
31,425 5,993 37,418
5,799 5,799
37,224 5,993 43217
6,220 (3,593) 2,627
3,930 3,930
6,220 337 6,557
82,938 (434) 86,169 168,673
89,158 (97) 86,169 175,230
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DANA F COLE & COMPANY, LLP

CERTIFIED PUBLIC ACCOUNTANTS

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

Honorable Mayor and Members
of the City Council

City of Creighton

Creighton, Nebraska

We have audited the financial statements of the governmental activities, business-type activities, each

. major fund and the aggregate remaining fund information of the City of Creighton, Nebraska, for the year
ended September 30, 2012, which collectively comprise the City's basic financial statements and have
issued our report thereon dated March 29, 2013. Our report disclosed that, as described in Note 1 to the
financial statements, the City prepares the government-wide financial statements on the cash basis for the
governmental activities, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America. 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,

Internal Control Qver Financial Reporting

Management of the City of Creighton, Nebraska, is responsible for establishing and maintaining effective
internal control over financial reporting. In planning and performing our audit, we considered the City of
Creighton's internal control over financial reporting as a basis for designing our auditing procedures for
the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the City's internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the City's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow manage-
ment or employees, in the normal course of performing their assigned functions, to prevent, or detect and
correct misstatements on a timely basis. A material weakness is a deficiency, or a combination of defi-
ciencies, in internal control such that there is a reasonable possibility that a material misstatement of the
entity's financial statements will not be prevented, or detected and corrected on a timely basis. We con-
sider the deficiency described in the accompanying schedule of findings and responses to be a material
weakness as item 2012-1.

Our consideration of internal control over financial reporting was for the limited purpose described in the

preceding paragraph and was not designed to identify all deficiencies in internal control over financial re-
porting that might be deficiencies, significant deficiencies or material weaknesses and therefore, there can
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be no assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, as described in the accompanying schedule of findings and responses, we identified certain defi-
ciencies in internal control over financial reporting that we consider to be material weaknesses and other
deficiencies that we consider to be significant deficiencies. A significant deficiency is a deficiency, or
combination of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance. We consider the deficiencies described in the
accompanying schedule of findings and responses to be significant deficiencies as items 2012-2, 2012-3
and 2012-4,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Creighton, Nebraska's financial state-
ments are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and ma-
terial effect on the determination of financial statement amounts. However, providing an opinion on com-
pliance with those provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards,

The City of Creighton, Nebraska's responses to the findings identified in our audit are described in the
accompanying schedule of findings and responses. We did not audit the City of Creighton, Nebraska's
responses and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of the Mayor, City Council, management, the
State of Nebraska State Auditor of Public Accounts and is not intended to be and should not be used by

anyone other than these specified parties.
Rona s lomspny, 110
! v

O'Neill, Nebraska
March 29, 2013
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2012-1

2012-2

CITY OF CREIGHTON, NEBRASKA
SCHEDULE OF FINDINGS AND RESPONSES
SEPTEMBER 30, 2012

SEGREGATION OF DUTIES
Condition
Due to the size of the City, there is limited segregation of duties over bookkeeping and accounting

functions, The same individual routinely reconciles the bank statements, processes payroll and
accounts payable, makes journal entries, and manages the general ledger functions.

Criteria

Internal controis should be in place to insure proper segregation of duties.
Possible Effect

Because of the lack of segregation of duties unauthorized transactions could occur.

Recommendations

Have supervisors or a council member review timecards and document their approval. Consider
someone other than the City Clerk to reconcile bank statements and tracing the disbursements
including ACH transfers and bank debits to approved amounts and appropriate documentation,
Consider cross training of staff to periodically process payroli and accounts payable. In addi-
tion, all funds should be included in the general ledger.

City's Response

The City has implemented procedures such as review of monthly revenue and expenditure reports
by the mayor to improve segregation of duties issues. The City Council also reviews and approves
all expenditures. The City will within the constraints of existing time and cost considerations con-
tinue to review the situation and make improvements. -

UTILITY BILLING
Condition

The same individual posts payments, including cash, to customer accounts, enters billing, and
malkes adjustments to customer accounts.

Criteria

Internal controls should be in place to insure proper utility billing and payment procedures are
followed.

Possible Effect

Because of the lack of segregation of duties unauthorized transactions could occur or utility
accounts could be adjusted or otherwise altered.
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2012-2

2012-3

CITY OF CREIGHTON, NEBRASKA
SCHEDULE OF FINDINGS AND RESPONSES
SEPTEMBER 30, 2012

UTILITY BILLING (Continued)

Recommendation

Due to limited personnel, it is not feasible to segregate these duties, however, we recommend that
the adjustment procedures be limited to the City Clerk who does not routinely post cash payments.
If this is not feasible or if the computer system cannot limit access, the City Clerk should review
and approve all significant adjustments. In addition, at the end of the month the City Clerk should
review and approve the printout of all adjustments made during the month. This review should be
documented.

We also recommend that periodically the Clerk should review personal or related party accounts.
The City Clerk should also consider random checks of accounts for proper billing and payment
postings by taking a sample of the meter deposit readings and recalculate the customer statement
to ensure proper billing. The City Clerk should also compare the printout of customer payments to
deposit slips before they are deposited at the bank.

City's Response

The City will consider the changes.
FINANCIAL REPORTING PROCESSES
Condition

The City has limited controls over the period-end financial reporting processes necessary to pre-
pare the financial statements. The City utilizes the expertise of the auditor to propose adjustments
and disclosures and to draft the financial statements,

Puring 2012, monthly financial reports were not reconciled to the general ledger and reconciled to
the actual balances of cash aceounts. This report should include all funds and be reconciled at
month end.

Criteria

An organization should have policies and procedures including related internal controls in place
to prepare accurate financial reports and year end financial statements including the related dis-
ciosures.

Possible Bffect
Errors in the financial statements or disclosures could occur and not be detected by management.

Recommendation

The City should inciude all funds in the City's general ledger to provide for reconciliation to the
financial statements. Monthly financial reports should be reconciled to the underlying general
ledgers and cash accounts. All funds should be included on such reports. Management should
carefully review financial statements including disclosures and understand the relationship to the
underlying data. All proposed adjustments and accrual conversions should be understood before
approving the final draft.
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2012-3

2012-4

CITY OF CREIGHTON, NEBRASKA
SCHEDULE OF FINDINGS AND RESPONSES
SEPTEMBER 30, 2012

FINANCIAL REPORTING PROCESSES (Continued)

City's Response

The City relies on the auditor to propose the adjustments necessary to prepare the financiai state-
ments including the related disclosures. The City reviews such ﬁnanclal statements and related
disclosures and approves all adjustments.

DOCUMENTATION OF PROCEDURES

Condition

The City does not have a complete set of formal accounting policies and procedures and related
control procedures, including antifraud programs and controls,

Criteria

An organization should have a complete set of formal accounting policies and procedures and-
related control procedures, including antifraud programs and controls,

Possible Effect

Lack of formal accounting policies and procedures may lead to controls not implemented cor-
Tectly. :

Recommendation

We recommend that the City start the process of formalizing job descriptions and accounting
procedures. We also recommend that the City cross train individuals to cover key procedures in
the event of unforeseen absences

City's Response

Informal control procedures are adequate due to our small size and supervisory activities by the
Council and Mayor,
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CITY OF CREIGHTON, NEBRASKA
SCHEDULE OF FINDINGS AND RESPONSES
SEPTEMRBER 30, 2011
SIGNIFICANT DEFICIENCES REPORTED IN PRIOR YEAR.
The 2012-1, 2012-2, 2012-3 and 2012-4 findings were reported for the year ended September 30, 2011,
except for the scope of finding 2012-3 related to the month end reconciliations. Other findings were iden-
tical to those of the current year. Finding 2011-3 was as follows:
2011-3 FINANCIAL REPORTING PROCESSES

Condition

The City has limited controls over the period-end financial reporting processes necessary to

prepare the financial statements. The City utilizes the expertise of the auditor to propose ad-

justments and disclosures and to draft the financial statements.

Criteria

An organization should have policies and procedures including related internal controls in
place to prepare financial statements including the related disclosures,

Possible Effect

Errors in the financial statements or disclosures could occur and not be detected by manage-
ment.,

Recommendation

The City should include all funds in the City's general ledger to provide for reconciliation to
the financial statements. Management should carefully review financial statements including
disclosures and understand the relationship to the underlying data. All proposed adjustments
and accrual conversions should be understood before approving the final draft.

City's Response

The City relies on the auditor to propose the adjustments necessary to prepare the financial
statements including the related disclosures. The City reviews such financial statements and
approves all adjustments.
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