SANITARY AND IMPROVEMENT
DISTRICT NO. 238
OF SARPY COUNTY, NEBRASKA

FINANCIAL STATEMENTS

JUNE 30, 2015
(WITH INDEPENDENT AUDITOR'S REPORTS)

™™ 2

)‘

UL

CEIVE

DEBRA J. HOUGHTALING
SARPY COUNTY CLERK




SANITARY AND IMPROVEMENT DISTRICT NO. 238
OF SARPY COUNTY, NEBRASKA

TABLE OF CONTENTS

JUNE 30, 2015

Independent Auditor's Report

Basic Financial Statements

Balance Sheet — Governmental Funds and Statement of Net Position

Statement of Governmental Fund Revenues, Expenditures
and Changes in Fund Balances and Statement of Activities

Notes to Financial Statements

Supplementary Schedules Schedule

Schedule 1 ~ Revenues, Expenditures and Changes in Fund
Balances — Budget and Actual — Governmental Funds (Unaudited) 1

Schedule 2 - Information Required by Section 31-740,
Revised Statutes of Nebraska (Unaudited) 2

Additional Independent Auditor's Report As Required by Government Auditing Standards

Independent Auditor's 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

Schedule of Findings and Responses




=

>

Frankel Zacharia

INDEPENDENT AUDITOR'S REPORT

Certified Public Accom

Board of Trustees
Sanitary and Improvement District No. 238
of Sarpy County, Nebraska:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each fund of
Sanitary and Improvement District No. 238 of Sarpy County, Nebraska (the District) as of and for the year
ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal controls relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions 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 Govermment 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 financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each fund of the District as of
June 30, 2015, and the respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Schedule 1 -
Revenues, Expenditures and Changes in Fund Balances — Budget and Actual ~ Governmental Funds be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
‘supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Management has omitted the Management Discussion and Analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. Our opinion on the basic financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. Schedule 2 of Information Required by Section 31-740
of the Revised Statutes of Nebraska is presented for purposes of additional analysis and is not a required
part of the financial statements. The information included in Schedule 2 has not been subjected to the
auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not
express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 12, 2015 on our consideration of the District’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the District’s internal control over financial reporting and
compliance.
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SANITARY AND IMPROVEMENT DISTRICT NO. 238

OF SARPY COUNTY, NEBRASKA

BALANCE SHEET - GOVERNMENTAL FUNDS and STATEMENT OF NET POSITION

JUNE 30, 2015
Reconciling
Balance Sheet - Governmenta] Funds ftems Statement of
General Debt Service ~ Total (Note 2) Net Position

ASSETS
Cash on deposit with County Treasurer 50,131 126,059 176,190 - 176,190
Property taxes receivable 37,235 84,627 121,862 - 121,862
‘Capital assets, net of accumulated depreciation - - 2,588,750 2,588,750
TOTAL ASSETS 87,366 210,686 298,052 2,588,750 2,886,802
LIABILITIES
Accounts payable 49,969 9,770 59,739 ° - 59,739
Warrants

Due within one year - 200 200 - 200

Due after one year -—- --- --- 309,092 309,092
Accrued interest on warrants

Due within one year - -—- --- 2,383 2,383

Due after one year - - - 2,133 2,133
Bonds payable

Due within one year - — - 40,000 40,000

Due after one year - -— - 3,385,000 3,385,000
Accrued interest on bonds -— -—-- - 10,047 10,047
TOTAL LIABILITIES 49,969 9,970 59,939 3,748,655 3,808,594
FUND BALANCES
Fund balance restricted for debt service - 200,716 200,716 ( 200,716) -
Fund balance - unassigned 37,397 - 37,397 | 37,397) --
TOTAL FUND BALANCES 37,397 200,716 238,113 ( 238,113) -—
TOTAL LIABILITIES AND FUND BALANCES § 87,366 210,686 298,052
NET POSITION
Net investment in capital assets ( 1,060,784) ( 1,060,784)
Restricted for debt service 198,256 198,256
Unrestricted deficit ( 59,264) ( 59,264)
TOTAL NET POSITION $( 921,792) ( 921,792)

See accompanying notes to financial statements



SANITARY AND IMPROVEMENT DISTRICT NO. 238
OF SARPY COUNTY, NEBRASKA

STATEMENT OF GOVERNMENTAL FUND REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES and STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2015
Governmental Fund Revenues, Expenditures and Reconciling
Changes in Fund Balances Items Statement of
General Debt Service Total (Note 2) Activities
Revenues
Property taxes $ 84,000 190,800 274,800 - 274,800
Collection fees - County Treasurer ( 842) ( 1,913) ( 2,755) --- ( 2,755)
Delinquent tax aliowance ( 134) ( 267) ( 401) - ( 401)
State motor vehicle allocation 175 384 559 - 559
Other 18 39 57 --- 57
Total revenues 83,217 189,043 272,260 - 272,260
Expenditures/expenses
Outlay for capital assets - 223,356 223,356  (  223,356) ---
Accounting and audit fees 8,140 - 8,140 .- 8,140
Legal fees 21,248 --- 21,248 -- 21,248
Trustee bonds and insurance 9,622 - 9,622 - 9,622
Engineering fees 22,058 - 22,058 --- 22,058
Placement fees 5,007 4,646 9,653 - 9.653
Broker fees - 979 979 -— 979
Bond issue costs - 131,616 131,616 - 131,616
Street lighting 13.819 - 13,819 - 13,819
Repairs and maintenance 31,762 - 31,762 --- 31,762
Depreciation - - - 71,101 71,101
Street signs 945 --- 945 - 945
Park development fund 1,407 - 1,407 - 1,407
Debt service- ]
Warrant principal 36,029 1,455,328 1,491,357 ( 1,491,357) -—
Warrant interest 810 143,124 143,934 ( 80,783) 63,151
Bond principal - 1,885,000 1,885,000 ( 1,885,000) =
Bond interest -—- 140,475 140,475 ( 36,183) 104,292
Total expenditures/expenses 150,847 3,984,524 4,135,371 ( 3,645,578) 489,793
Deficiency of revenues over expenditures/expenses ( 67,630) ( 3,795,481) ( 3,863,111) 3,645,578 ( 217,533)
Other sources of financial resources
Warrants issued 107,429 341,389 448,818 (  448.818) -—-
Bonds issued --= 3,425,000 3,425,000  ( 3.425,000) -=-
NET CHANGE IN FUND BALANCES/NET POSITION 39,799 ( 29,092) 10,707 (  228,240) ( 217,533)
Fund balances/Net position at beginning of year ( 2,402) 229,808 227,406 ( 931,665) (  704,259)
Fund balances/Net position at end of vear S 37,397 200,716 238,113  ( 1,159,905 (  921,792)

See accompanying notes to financial statements



SANITARY AND IMPROVEMENT DISTRICT NO. 238
OF SARPY COUNTY, NEBRASKA

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2015

1.

Summary of Significant Accounting and Reporting Policies
A.

District Operations

Sanitary and Improvement District No. 238 of Sarpy County, Nebraska (the District) is a governmental
subdivision created in 2003 with the filing of the petition and Articles of Association with the Secretary of
the State of Nebraska. The District was formed for the purpose of infrastructure construction and to
arrange for basic services for a residential subdivision commonly known as “Ashford Hollow” located in
the vicinity of 42™ Street and Highway 370, Bellevue, Nebraska.

Reporting Entity

The reporting entity includes all funds under the control of the District's Board of Trustees. Accordingly,
the criteria specified by the Governmental Accounting Standards Board have been applied in determining
the scope of the reporting entity for financial reporting purposes. The Board of Trustees, consisting of five
members, has governance responsibilities over all activities within the jurisdiction of the District. The
accompanying financial statements present the primary government unit and do not include any component
units because none exist.

Basic Financial Statements and Fund Types

The accounting policies of the District conform to accounting principles generally accepted in the U.S.A.
(GAAP) applicable to governmental units.

The government-wide financial statements (Statement of Net Position and Statement of Activities) are
reported using the economic resources measurement focus and the full accrual basis of accounting.
Revenues are recorded when earmned and expenses are recorded when the obligations are incurred,
regardless of the timing of related cash flows.

The governmental fund financial statements (Balance Sheet and Statement of Governmental Fund
Revenues, Expenditures and Changes in Fund Balances) use a current financial resources measurement
focus and are reported using the modified accrual basis of accounting whereby revenues are recognized
when susceptible to accrual, that is, when they become measurable and available. Available means
collectible within the current year or soon enough thereafter (within sixty days) to be used to pay current
obligations. Expenditures are generally recognized under the modified accrual basis of accounting when
the related fund liability is incurred, if measurable, except for debt service expenditures which are recorded
only when due.

Governmental Fund Types
Governmental funds are those through which most governmental functions of the District are financed.

The acquisition, use, and balances of the District's expendable financial resources and the related liabilities
are reported in governmental funds. The measurement focus is upon determination of changes in current
financial position, rather than results of operations. The following are the District's governmental fund

types:

General Fund The General Fund is the main operating fund of the District. It is used to account for and
report all financial resources not accounted for and reported in another fund.

Debt Service Fund The Debt Service Fund is used to account for and report financial resources that are
restricted, committed, or assigned to expenditure for principal and interest.

Continued



SANITARY AND IMPROVEMENT DISTRICT NO. 238
OF SARPY COUNTY, NEBRASKA

NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30. 2015

1. Summarv of Significant Accounting and Reporting Policies - Continued

D. Capital Assets

Capital expenditures with estimated useful lives in excess of one year are recorded at cost and depreciated
by the straight-line method over such lives ranging from twenty to fifty years.

As of ' As of
June 30,2014 Additions June 30,2015

South Project $ 254,654 -- 254,654
Water Main Extension 187,206 - 187,206
Interior Water Main Extension 1 293,738 - 293,738
Underground Power Sec | 149,945 - 149,945
Raynor Parkway Bridge and Trail 374,387 -~ 374,387
Outfall Sanitary Sewer 124,607 -- 124,607
Sanitary & Storm Sewer; Paving I 1,311,514 - 1,311,514
Ashford Hollow Park Land 87,640 -- 87,640
Ashford Hollow Park Improvements 297,955 - 297,955
Construction in Progress - 223.356 223.356
Total $ 3,081,646 223356 3,305,002
Less: Accumulated depreciation 645.151 71.101 716,252
Capital assets, net of

~accumulated depreciation $ 2,588,750

Depreciation is recorded when construction is complete. Ashford Hollow Park Land is not depreciated.
E. Property Taxes

Property taxes are levied and due December 31, based on the assessed value of property within the District
the previous January. Property taxes are delinquent on April 1 (first half) and August 1 (second half). The
Board of Trustees approved a tax levy of $.899947 per $100 of assessed value of taxable property.
The 2014-2015 taxes based on that levy are as follows:

General Debt Service

Fund Fund
Valuation of taxable property $ 30,535,157 30,535,157
Tax levy .00275093 00624854
2014-2015 taxes assessed S 84,000 190,800

There were no delinquent taxes as of June 30, 20135.

Continued



SANITARY AND IMPROVEMENT DISTRICT NO. 238
OF SARPY COUNTY, NEBRASKA

NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2015

1. Summary of Significant Accounting and Reporting Policies - Continued

F. Budget Process

The District follows these procedures in establishing budgets:

i

il

ii.

iv.

The Board of Trustees considers a proposed operating budget for the fiscal year commencing July 1.
The operating budget includes proposed expenditures and the means of financing them.

Public hearings are conducted to obtain taxpayer comments.

The budget is legally enacted by a resolution of the Board of Trustees. The District may revise legally
adopted budgets as provided by statute. Such revisions are subject to procedures similar to those
stated above.

The supplementary schedule of Revenues, Expenditures, and Changes in Fund Balances — Budget and
Actual - Governmental Funds presents comparisons of the legally adopted budget with actual data on
a budgetary basis. Accounting principles applied for purposes of developing data on a budgetary basis
differ significantly from those used to present financial statements in conformity with generally
accepted accounting principles. A reconciliation of the differences between the methods at
June 30, 2015, is presented below:

Net changes in fund balances — budgetary basis S 6,098
Adjustments:

Revenue from receivables 21,079
Expenditures for payables (16,470)
Net changes in fund balances - GAAP basis S 10,797

G. Use of Estimates

Preparation of financial statements often necessitates the use of accounting estimates based on
considerations of past and current events and assumptions about the future. Estimates and assumptions
affect the amounts reported in the statements including related disclosures. Because of the inherent
uncertainties in this process, it is likely that actual results will vary from estimates.

Continued
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SANITARY AND IMPROVEMENT DISTRICT NO. 238

OF SARPY COUNTY, NEBRASKA

NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2015

2.

Reconciliation of Fund and Government-Wide Financial Statements

Adjustments from the Balance Sheet — Governmental Funds to the Statement of Net Position are differences in
modified accrual accounting used in the Balance Sheet and full accrual accounting used in the Statement of Net
Position. The adjustments are summarized as follows:

Total Governmental Fund Balance $ 238,113
ADJUSTMENTS

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. 2,588,750

Long-term obligations (warrants, bonds and related interest) do not
require the use of current financial resources and therefore are not
reported as fund Jiabilities. (3.748.655)

Net Poasition of Governmental Activities $ (921,792)

Adjustments from the Statement of Governmental Fund Revenues, Expenditures and Changes in Fund Balances
to the Statement of Activities are differences in modified accrual accounting used in the Government Funds and
full accrual accounting used in the Statement of Activities. The adjustments are summarized as follows:

Net Change in Governmental Fund Balances $ 10,707

ADJUSTMENTS

Investment in capital assets is reported as expenditures in the
Government funds but not in the Statement of Activities. Instead, the
costs are capitalized in the Statement of Net Position and allocated over
estimated useful lives as depreciation expense in the Statement of

Activities.
This is the amount of depreciation for the current year. (71,101)
This is the amount paid for capital assets in the current year. 223,356

Issuing long-term obligations is reported as a financing source in

governmental funds and thus contributes to the change in fund balance.

However, issuance increases liabilities in the Statement of Net Position

but does not affect the Statement of Activities. This is the amount

issued in the current year. (3,873,818)

Payment of long-term obligations is reported as expenditures in
governmental funds but reduces the liability in the Statement of Net

Position. This is the amount paid in the current year. 3,376,357
Other 116,966
Change in Net Position of Governmental Activities $ (217,533

Continued



SANITARY AND IMPROVEMENT DISTRICT NO. 238
OF SARPY COUNTY, NEBRASKA

NOTES TO FINANCIAL STATEMENTS — CONTINUED

\
|
|
', JUNE 30. 2015
:
3. Warrants
Warrants bear interest at 7% per annum from the date registered with the County Treasurer. General Fund

l warrants mature in three years after date of issue, five years for Debt Service Fund warrants, or earlier if called
for payment. Warrants mature as follows:

General Fund Debt Service Fund

Fiscal Year Principal Interest Principal Interest Total
Unregistered $ - - 200 - 200
2016 44,715 1,910 - 3,648 50,273
2017 - - - 15,061 15,061
2018 49,813 10,187 - 15,019 75,019
2019 - - - 15,019 15,019
2020 - - 214.564 25.368 239,932

$ 94,528 12,097 214,764 74,115 395,504

General fund warrants of $44,715 originally scheduled to mature in 2018 were called for payment in July 2015‘

Warrant activity in 2015 follows:

Beginning Ending
Balance Issued Redeemed Balance
$1,351.631 449,018 1,491,357 309,292

4. Bonds Payable

General Obligation bonds payable at June 30, 2015 consist of:

2015 Series, 1.25% - 4.20%. Interest
paid semiannually on June 1
and December 1. $ 3,425,000

The change in bonds payable during 2015 follows:

Beginning Ending
Balance Issued Redeemed Balance
$ 1,885,000 3,425,000 1,885,000 3,425,000

Continued



SANITARY AND IMPROVEMENT DISTRICT NO. 238
OF SARPY COUNTY, NEBRASKA

NOTES TO FINANCIAL STATEMENTS — CONTINUED

JUNE 30. 2015

4. Bonds Payable - Continued

The table below shows the maturity of the District’s bonds.

Fiscal Year Principal Interest Total
2016 $ 40,000 120,312 160,312
2017 60,000 119,613 179,613
2018 75,000 118,506 193,506
2019 80,000 117,030 197,030
2020 90,000 115,175 205,175
2021-2025 550,000 534,109 1,084,109
2026-2030 670,000 438,124 1,108,124
2031-2035 825,000 300,518 1,125,518
2036-2040 1.035.000 112.875 1,147.875
Total ) 3,425,000 1,976,262 5,401,262

5. Risk Management

The District is exposed to various risks of loss including those related to torts; theft of, damage to, and
destruction of assets; errors and omissions, and natural disasters, which risks are insured to limits considered
adequate by the District. There have been no significant reductions in insurance coverage or settlement
amounts exceeding insurance coverage for the current or three prior years.

6. Commitments

The District received a request for payment of approximately $440,000 dated October 30, 2011, from Sanitary
and Improvement District No. 212 of Sarpy County, Nebraska, related to an interlocal agreement between the
districts entered into in 2003. Sanitary and Improvement District No. 212 of Sarpy County, Nebraska, has
subsequently been annexed by the City of Bellevue. The District has not reached an opinion as to the validity
or correct amount of the claim and thus the District has not recorded a liability for such as of June 30, 2015.

The District has construction commitments of approximately $603,000 as of June 30, 2015.




SUPPLEMENTARY SCHEDULES




SANITARY AND IMPROVEMENT DISTRICT NO. 238

OF SARPY COUNTY, NEBRASKA

SCHEDULE 1 - REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL - GOVERNMENTAL FUNDS

(NOTE 1.F.iv) (UNAUDITED)

YEAR ENDED JUNE 30, 2015

(Budgetary Basis)

Original Variance

and Final Favorable

Budget Actual (Unfavorable)
Revenues
Property taxes $ 274,800 254,148 ( 20,652)
Collection fees - County Treasurer ( 5,351) ( 3,580) 1,771
Delinquent tax allowance ( 1,951) -~ 1,951
State motor vehicle allocation 300 559 259
Other - 57 57
Total revenues 267,798 251,184 ( 16,614)
Expenditures
Outlay for capital assets 1,500,000 213,585 1,286,415
Operating expenditures 448,000 244,750 203,250
Debt service - warrant principal and interest 1,509,000 1,635,294 126,294)
Debt service - bond principal and interest 2,042,458 2,025,475 16,983
Debt service - reserve 180,000 -— 180,000
Total expenditures 5,679,458 4,119,104 1,560,354
Deficiency of revenues over expenditures ( 5,411,660) ( 3,867,920) 1,543,740
Other financing sources
Bond proceeds 3,500,000 3,425,000 ( 75,000)
Warrants issued 2,042,000 449,018 ( 1,592,982)
Deficiency of revenues and other sources over
expenditures and other uses of financial
resources 130,340 6,098 ( 124,242)
Fund balances at beginning of year 170,094 170,094 ---
Fund balances at end of year S 300,434 176,192 ( 124,242)




SANITARY AND IMPROVEMENT DISTRICT NO. 238
OF SARPY COUNTY, NEBRASKA

SCHEDULE 2 (UNAUDITED)

YEAR ENDED JUNE 30, 2015

Information Required by Section 31-740,
Revised Statutes of Nebraska

Gross income from all sources
Amount spent for access to the facilities and
use of the services of the library system of
one or more neighboring cities or villages
Amount spent for sewage disposal
Amount expended on water system and mains
Gross amount of sewage processed
Cost per thousand gallons of processing sewage
Amount expended for
a. Maintenance and repairs
b. New equipment
¢. New construction
d. Property purchased
Number of employees

Salaries and fees paid employees

Total amount of taxes levied upon property
within the District

$275.416

None

None

$1,977

Not applicable
Not applicable
$31,762
None

$ 223,356
None

None

None

$274,800
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INDEPENDENT AUDITOR'S 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

Board of Trustees
Sanitary and Improvement District No. 238
of Sarpy County, Nebraska

We have audited, 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, the financial statements of the
governmental activities and each fund of Sanitary and Improvement District No. 238 of Sarpy
County, Nebraska (the District) as of and for the year ended June 30, 2015, and the related notes
to the financial statements, which collectively comprise the District’s basic financial statements,
and have issued our report thereon dated November 12, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management, 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
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the District’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a 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.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses. We
identified a deficiency in internal control, described in the accompanying Schedule of Findings
and Responses that we consider to be a significant deficiency.

>
Irankel Zacharia
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations and contracts, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an opinion on
compliance 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 or
other matters that are required to be reported under Government Auditing Standards.

District’s Response to Findings

The District’s response to the finding identified in our audit is described in the accompanying
Schedule of Findings and Responses. The District’s response was not subjected to the auditing
procedures applied in the audit of the financial statements, and accordingly, we express no
opinion on it

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the District’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the District’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

?/‘(mé&/ &c/e,-.-m LLC',

November 12, 2015



SANITARY AND IMPROVEMENT DISTRICT NO. 238
OF SARPY COUNTY, NEBRASKA

SCHEDULE OF FINDINGS AND RESPONSES

YEAR ENDED JUNE 30, 2015

SIGNIFICANT DEFICIENCY
2015-001 Financial Reporting

Criteria: Internal controls should be in operation that provide reasonable assurance of the
District’s ability to report financial data reliably in accordance with accounting principles
generally accepted in the United States of America (GAAP).

Condition: The District utilizes an outside audit firm to prepare its financial statements, including
footnotes.

Cause: The District does not have the expertise to prepare financial statements, including
footnotes, in accordance with GAAP.

Effect: The District cannot on its own comply with regulatory requirements to prepare annual
financial statements. :

Response: The Board of Trustees has determined it is not cost-beneficial to create a system of
internal control that would allow the District to prepare its own financial statements.
Accordingly, the District engaged the audit firm to assist in the preparation of the statements.



