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| NDEPENDENT AUDI TORS” REPORT

To the Board of Trustees
Sanitary and Improvement District No. 261
of Sarpy County, Nebraska

We have audited the accompanying financial statemen
activities, and each major fund, of Sanitary and Im

261 of Sarpy County, Nebraska (a political subdivis
yearendedJune30,2013,andtherelatednotesto

which collectively comprise the District’s basic fi

listed in the table of contents.

Management’s Responsibility for the Financial State

Management is responsible for the preparation and f
these financial statements in accordance with accou
generally accepted in the United States of America;
design, implementation, and maintenance of internal
thepreparationandfairpresentationoffinancial

from material misstatement, whether due to fraud or

Auditors’ Responsibility

Ourresponsibility is to express an opinion on thes

based on our audit. We conducted our audit in acco
standards generally accepted in the United States o
standards applicable to financial audits contained

St andar ds, issued by the Comptroller General of the United S
standards require that we plan and perform the audi
assurance about whether the financial statements ar
misstatement.

Anauditinvolvesperforming procedurestoobtaina
amounts and disclosures in the financial statements
selecteddependontheauditor’'sjudgment,includin

risks of material misstatement of the financial sta
tofraudorerror. Inmakingthoseriskassessment
internalcontrolrelevanttotheentity’spreparati

of the financial statements in order to design audi
appropriate in the circumstances, but not for the p

an opinion on the effectiveness of the entity’'s int
Accordingly, we expressnosuchopinion. Anaudita

the appropriateness of accounting policies used and
significantaccountingestimatesmade by management
the overall presentation of the financial statement
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| NDEPENDENT AUDI TORS' REPORT - conti nued

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

Opinions

Inouropinion, the financial statementsreferredt oabove presentfairly,

in all material respects, the financial position of the governmental
activities and each major fund of Sanitary and Impr ovement District No.
261ofSarpyCounty,NebraskaasofJune30,2013, andtherespectivechanges
infinancialpositionfortheyearthenendedinac cordancewithaccounting
principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the Uni ted States of America
require budgetary comparison on page 21 to be prese nted to supplementthe
basic financial statements. Such information, alth ough not part of the
basic financial statements, is required by the Gove rnmental Accounting
Standards Board, who considers it to be an essentia | part of financial
reporting for placing the basic financial statement s in an appropriate
operational, economic, or historical context. We h ave applied certain
limitedprocedurestotherequiredsupplementaryin formationinaccordance
withauditingstandardsgenerallyacceptedintheU nited StatesofAmerica,
which consisted of inquiries of management about th e methods of preparing
the information and comparing the information for c onsistency 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 provid e any assurance onthe
information because the limited procedures do not p rovide us with
sufficient evidence to express an opinion or provid e any assurance.
Management has omitted Management’'s Discussion and Analysis that
accounting principles generally accepted in the Uni ted States of America
requiretobepresentedtosupplementthebasicfin ancialstatements. Such
missinginformation,althoughnotapartofthebas icfinancialstatements,

is required by the Governmental Accounting Standard sBoard, who considers
it to be an essential part of financial reporting f or placing the basic
financial statements in an appropriate operational, economic, or
historical context. Ouropiniononthe basicfinan cial statementsis not

affected by this missing information.

Supplementary Information

Ourauditwasconductedforthepurposeofforming opinionsonthefinancial
statements that collectively comprise Sanitary and Improvement District
No. 261 of Sarpy County, Nebraska's basic financial statements. The
supplementary information on page 22 is presented f or purposes of
additional analysis and are not a required part of the basic financial
statements.



| NDEPENDENT AUDI TORS' REPCORT - conti nued

The supplementary informationis the responsibility of managementandwas
derived from and relates directly to the underlying accounting and other
records usedto prepare the basicfinancial stateme nts. Suchinformation
has been subjected to the auditing procedures appli ed in the audit of the
basic financial statements and certain additional p rocedures, including
comparing and reconciling such information directly to the underlying
accountingandotherrecordsusedtopreparetheba sicfinancialstatements

or to the basic financial statements themselves and other additional
proceduresinaccordancewithauditingstandardsge nerallyacceptedinthe
UnitedStatesofAmerica. Inouropinion,theinfo rmationisfairlystated

in all material respectsin relation to the basic f inancial statements as
a whole.

Other Reporting Required by Government Auditing Sta ndards
Inaccordance with Gover nment Audi ti ng Standards, wehavealsoissuedour
reportdated _December 16,2013, on our considerati on of the Sanitary and
Improvement District No. 261 of Sarpy County, Nebra ska internal control
over financial reporting and on our tests of its co mpliance with certain
provisionsoflaws, regulations, contracts,andgra ntagreementsandother
mattes. Thepurposeofthatreportistodescribe thescopeofourtesting
ofinternalcontroloverfinancialreportingandco mplianceandtheresults
of that testing, and not to provide an opinion on i nternal control over
financial reporting or on compliance. Thatreport is an integral part of

an audit performed in accordance with CGover nment Auditing Standards in
considering Sanitary and Improvement District No. 2 61 of Sarpy County,
Nebraska’s internal control over financial reportin g and compliance.

p_C -
g Fe !
-

Omaha, Nebraska
December 16, 2013



Sanitary and Improvement District No. 261

Sarpy County, Nebraska

GOVERNMENT-WIDE STATEMENT OF NET POSITION

June 30, 2013

ASSETS:
Cash on deposit - County Treasurer
Taxes receivable (notes G and 1)
Special assessments receivable (notes B and 1)
Accrued interest on special assessments
Bond issue costs, net of amortization
Capital assets (note D):
Infrastructure
Accumulated depreciation

Total assets

LIABILITIES:
Accounts payable
Registered warrants payable (note E)
Accrued interest
Noncurrent liabilities (notes E and F):
Due within one year
Due in more than one year

Total liabilities
COMMITMENTS AND CONTINGENCIES (notes H and J)
NET POSITION:
Invested in capital assets, net of related debt (
Restricted for debt service
Unrestricted

Total Net Position

The accompanying notes are an integral part of thes

Primary Government

Governmental Activities

$ 1,590,156
364,820
77 7,869
464,118
863,614
10,057,573
(2,293,285)
11,824,865
33,768
71,514
116,768
716,017
10,804,352
11,742,419
2,892,467)
2,981,355
(6,442)
$ 82,446

e statements.



Sanitary and Improvement District No. 261
Sarpy County, Nebraska

GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
Year Ended June 30, 2013

Net (Expenses)
Revenue and

Changes In
Net Position
Program Governmental
Program Activities Expenses  Revenues Activities
Governmental activities
General $ 235,748 $ - $ (235,748)
Debt service 399,390 - (399,390)
Depreciation 312,376 - (312,376)
Interest on long-term debt 586,057 - (586,057)
Total government $1,533,571 $ - (1,533,571)
General revenues:
Property taxes 797,545
State motor vehicle tax
allocation 1,458
Property tax credit allocation 21,614
Interest on taxes 746
Homestead exemption 2,460
Interest on special assessments 101,877
Interest on investments 366
Connection fees 94,080
Total general revenues 1,020,146
Change in net position (513,425)
Net position at beginning of year 595,871
Net position at end of year $ 82,446

The accompanying notes are an integral part of thes

e statements.



Sanitary and Improvement District No. 261
Sarpy County, Nebraska

BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2013

ASSETS
Debt Total
General Service  Governmental
Fund Fund Funds
ASSETS:
Cash on deposit - County Treasurer $18,279  $1,5 71,877 $1,590,156
Taxes receivable (notes G and I) 81,071 283,749 3 64,820
Special assessments receivable
(notes B and 1) - 777,869 777,869
Accrued interest on special assessments - 464,118 464,118
Total assets $ 99,350 $3,097,613 $3,196,963
LIABILITIES AND FUND BALANCES
LIABILITIES:
Accounts payable $33518 $ 250 $ 33,768
Registered warrants payable (note E) 71,514 - 71 ,514
Accrued interest on registered warrants 760 7,558 8,318
Deferred revenue - 1,241,987 1,241,987
Total liabilities 105,792 1,249,795 1,355,5 87
COMMITMENTS AND CONTINGENCIES
(notes H and J) - - -
Fund balance (deficit):
Reserved for debt service - 1,847,818 1,847,818
Unassigned (6,442) - (6,442)
Total fund balance (deficit) (6,442) 1,847, 818 1,841,376
Total liabilities and fund balance $ 99,350 $3 ,097,613 $3,196,963
The accompanying notes are an integral part of thes e statements.



Sanitary and Improvement District No. 261
Sarpy County, Nebraska

RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET POSITION

June 30, 2013

Total fund balance - total governmental funds $ 1, 841,376

Amounts reported for governmental activities in the
Statement of Net Position are different because:

Capital assets used in governmental activities
are not current financial resources and there-
fore are not reported in the governmental
funds balance sheet. 7,764,288

Bond issue costs are not current financial
resources and therefore are not reported
in the governmental funds balance sheet. 863,614

Interest payable on long-term debt does not
require current financial resources. Therefore
interest payable is not reported as a liability
in governmental funds balance sheet. (108,450

Long term liabilities are not due and payable
in the current period and, therefore, they are
not reported in the governmental funds balance

sheet.
Due within one year $ (716,017)
Due in more than one year (10,804,352) (11,52 0,369)

Deferred income related to special assessments
is required under modified accrual in the
governmental funds balance sheet but not
under full accrual accounting in the

government-wide statement of net position. 1, 241,987
Net Position of Governmental Activities $ 824 46
The accompanying notes are an integral part of thes e statements.



Sanitary and Improvement District No. 261
Sarpy County, Nebraska

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES INFUND BALANCE
GOVERNMENTAL FUNDS

Year Ended June 30, 2013

Debt Total
General Service  Governmental
Fund Fund Funds
REVENUES:
Taxes assessed (note G) $177,196 $ 620,349 % 797,545
State motor vehicle tax allocation 345 1,113 1,45 8
Property tax credit allocation 4,803 16,811 21,61 4
Interest on taxes 189 557 746
Homestead exemption 554 1,906 2,460
Special assessments - 764,786 764,786
Interest on special assessments - 315,420 315,42 0
Interest on investments - 366 366
Connection fees - 94,080 94,080
Total revenues 183,087 1,815,388 1,998,47 5
EXPENDITURES:
Interest on registered warrants 4,959 132,321 137 ,280
Legal and accounting fees 25,833 - 25,833
Trustee bonds and insurance 6,501 - 6,501
Collection fees - County Treasurer 3,692 32,742 3 6,434
Electricity 40,267 - 40,267
Maintenance and engineering 122,256 - 122,256
Trustee fees 1,200 - 1,200
Fiscal agent fees 12,120 6,690 18,810
Financial services fee 18,836 - 18,836
Payroll tax expense 84 - 84
Debt Service:
Interest charges - 491,255 491,2 55
Total expenditures 235,748 663,008 89 8,756
EXCESS (DEFICIENCY) REVENUES
OVER EXPENDITURES (52,661) 1,152,380 1,099,719
OTHER FINANCING SOURCES (USES):
Issuance of long-term debt - 3,875,088 3,875,088
Payment of long-term debt - (4,169,167) (4,169,1 67)
Payment of bond issuance costs - (226,4 36) (226,436)
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES AND OTHER USES (52,661) 631,865 579, 204
FUND BALANCE, BEGINNING OF YEAR 46,219 1,215,95 3 1,262,172
FUND BALANCE (DEFICIT), END OF YEAR $(6,442) $1,8 47,818 $1,841,376
The accompanying notes are an integral part of thes e statements.



Sanitary and Improvement District No. 261

Sarpy County, Nebraska

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended June 30, 2013

Net change in fund balance - total governmental fun

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

— The issuance of long-term debt (e.g. bonds)
provides current financial resources to
governmental funds, while the repayment
of the principal of long-term debt
consumes the current financial resources
of governmental funds. Neither transaction,
however, has any effect on net position.
Also, governmental funds report the effect
of issuance cost, premiums, discounts, and
similar items when debt is first issued,

whereas the amounts are deferred and amortized

in the statement of activities. This amount
is the net effect of these differences in the

treatment of long-term debt and related items.

— Accrued interest expense on long-term debt is
reported in the government-wide statement
of activities and changes in net position, but
does not require the use of current financial

resources; therefore, accrued interest expense

is not reported as an expenditure in
governmental funds.

— Depreciation expense on capital assets is
reported in the government-wide statement
of activities and changes in net position,
but they do not require the use of current
financial resources. Therefore, depreciation
expense is not reported as an expenditure
in governmental funds.

— Special assessments and related interest are

recorded as modified accrual for governmental

funds and full accrual for government-wide
statements resulting in this difference.

Change in Net Position of Governmental Activities

The accompanying notes are an integral part of thes

ds $ 579,204
160, 559
37,517
(312,376)
(978,329)
$ (513,425)

e statements.



Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Sanitary and
ImprovementDistrictNo. 261 of Sarpy County, Nebra skais presentedto
assist in understanding the District's financial st atements. The
financial statements and notes are representations ofthe trustees of
theDistrict,whoareresponsiblefortheirintegri tyandobjectivity.
These accounting policies conform in all material r espects to
accounting principles generally accepted in the Uni ted States of
America, as promulgated by the American Institute o f Certified Public
Accountants'IndustryAuditGuide,AuditsofState andLocalGovernment
Units, and have been consistently applied in the pr eparation of the

financial statements.

History and business activity

The District is a governmental subdivision, created pursuant to
Nebraska law, to act as a vehicle for the construct ion of roads,
utilitiesandsimilarimprovements. TheBoardofT rustees,consisting
of five members, has the power to provide financing for such
improvements and has authority to: issue warrants for construction
workandservices, contractwithfinancialinstitut ionsforconversion
of warrants to cash, and to levy both special asses sments and general
taxes against property in the District to pay off w arrants and bonds
issued by the District.

Estimates

The process of preparing financial statements in co nformity with
accounting principles generally accepted in the Uni ted States of
Americarequirestheuseofestimatesandassumptio nsregardingcertain
typesofassets, liabilities, revenues, and expense S. Suchestimates
primarily relate to unsettled transactions and even ts as of the date

of the financial statements. Accordingly, upon set tlement, actual

results may differ from estimated amounts.

Reporting entity

The accompanying financial statements present the D istrict ’s primary
governmental unit and do not include any component units because the
District does not exercise financial accountability over any separate
units. Financialaccountabilityisbased primarily onoperational or

financial relationships with the District.

-10-



Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

For the fiscal year ended June 30, 2013, the Distri
Governmental Accounting Standards Board (GASB) Stat
FinancialReportingofDeferred OutflowsofResourc

of Resources and Net Position. GASB Statement No.
accounting and financial reporting standards for de
resources or deferred inflows of resources and net
withrelateddisclosures. AtJune30,2013,theDi

any deferred outflows of resources or deferred infl

as defined by GASB Statement No. 63. However, see
description of the District’'s net position, as requ
Statement No. 63.

Thegovernment-widefinancialstatements(thestate
andthestatementofchangesinNetPosition) repor

of the activities of the District. Governmental ac
normally are supported by taxes and intergovernment
reported separately from business-type activities,
significant extent on fees and charges for support.

Thestatementofactivitiesdemonstratesthedegree

expenses of a given program are offset by program r
expenses are those that are clearly identifiable wi
program. Program revenues include 1) charges to cu
applicantswhopurchase,use,ordirectlybenefitf

or privileges provided by a given program and 2) op
grantsandcontributionsthatarerestrictedtomee
orcapitalrequirementsofaparticularprogram. T

not properly included among program revenues are re
general revenues.

Fund Financial Statements

The District segregates transactions related to cer
activities in separate fundsin order to aid financ

to demonstrate legal compliance. Separate statemen
forgovernmentalandproprietaryactivities. These
eachmajorfund asaseparate columnonthe fundfi

Governmental funds are those funds through which mo
functions typically are financed. @ The measurement
governmental funds is on the sources, uses and bala
financial resources. The District has presented th
governmental funds:

-11-
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Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Fund Financial Statements — Continued

General Fund

GeneralFundisthemainoperatingfundoftheDist

is used to account for all financial resources not
inotherfunds. Allgeneraltaxrevenuesandother

are not restricted by law or contractual agreement
fund are accounted for in this fund. General
expenditures,fixedchargesandcapitalimprovement
not paid through other funds are paid from the Gene

Debt Service Fund

Debt Service Fund is used to account for the accumu
financial resources for the payment of principal, i

related costsongenerallong-termdebtpaid primar
leviedbytheDistrict. ThefundbalanceoftheDe
isreservedtosignifytheamountsthatarerestric

for debt service expenditures.

Measurement Focus/Basis of Accounting

Measurementfocusreferstowhatisbeingmeasured,;
referstowhenrevenuesandexpendituresarerecogn
andreportedinthefinancialstatements. Basisof

to the timing of the measurement made, regardless o
focus applied.

The government-wide statements are reported using t
resources measurementfocus andthe accrual basis o
economic resources measurementfocus means allasse
(whether current or non-current) are included inth
Positionandtheoperating statements presentincre
decreases (expenses) in net total position. Under

of accounting, revenues are recognized when earned.
recognized at the time the liability is incurred.

Governmental fund financial statements are reported
financial resources measurementfocus and are accou
modifiedaccrualbasisofaccounting. Underthemo

of accounting, revenues are recognized when suscept
i.e., when they become both measurable and availabl
means the amount of the transaction can be determin
means collectible within the current period or soon

to be used to pay liabilities of the current period
considers property taxes as available ifthey are ¢

days after year end. A one-year availability perio
recognitionofallotherGovernmentalFundrevenues
recorded when the related fund liability is incurre
service expenditures are recorded only when payment

-12-
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Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Measurement Focus/Basis of Accounting - Continued

The revenues susceptible to accrual are property ta
income. All other governmental fund revenues are r
received.

Investments

Investments are carried at cost, which approximates
premium or discount on investments are amortized on
method from date of purchase to date of maturity.
covered with sufficient assets pledged to the Sarpy
financial institutions at June 30, 2013.

Infrastructure

Infrastructure is carried at cost plus interest on
construction is in progress. Depreciation is provi
straight-line method over estimated livesranging f

Bond Issue Costs

Bond Issue costs are being amortized on the straigh
the life of the bond issue.

Budget and Budgetary Accounting

The District is required to adopt an annual operati

xes and interest
ecognized when

market, and any

the straight-line
Thesedepositswere

County by the

warrants while
ded using the

rom20to40years.

t-line method over

ng budget for all

thefundsoverwhichtheDistrictcontrols. Thebu dgetisadoptedusing

a cash basis of accounting which differs significan
accepted accounting principles. Under the cash bas
revenues and expenditures are recorded when cash is
Payment is deemed to have been made when warrants a

The District follows these procedures in establishi
data reflected in the financial statements:

(@) In September of each year the District submits
operating budgetforallfundstothereal estate o
District.

(b) Notice of place and time of public hearings mus
prior to the public hearings.

(c) Public hearings are conducted to obtain taxpaye

(d) After publication and hearing, the budget is le
bymajorityvoteoftheBoard. TheDistrictisreq
a copy of the adopted budget with the County Clerk
Nebraska Auditor of Public Accounts in accordance w
Nebraska Budget Act.

(e) Thebudgetisadoptedonaper-fundbasisandb
is exercised at the fund level.

() TheBoardofTrusteesmayauthorizesupplementa
during the year. No such appropriations were made
year ended June 30, 2013.

-13-
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Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Budget and Budgetary Accounting — Continued

() The accompanying combined statements of revenue S,
expenditures, and changes in fund balances - Budget and Actual
- General and Debt Service Fund presents comparison s of the
legally adopted budget with actual data on a budget ary basis.
Because accounting principles applied for purposes of
developing dataon abudgetary basis differ signifi cantly from
those used to present financial statements in confo rmity with
generally accepted accounting principles (GAAP), a
reconciliation of resultant basis, timing, perspect ive, and
entity differences in the excess (deficiency) of re venues and
other sources of financial resources over expenditu res and
other uses of financial resources for the year ende d June 30,
2013 is presented as follows:
Debt
General Service
Fund Fund
Excess (deficiency) of revenues and other
sources of financial resources over
expenditures and other uses of financial
resources (budgetary basis) $ (1,988) $600,816
Adjustments:
To adjust revenues for receivables (7,231) 26,522
To adjust expenditures for payables
and accruals 28,072 4,527
To adjust for variance in recognition
of items for other financing sources
(uses) (71,514) -
Excess (deficiency) of revenues and
other sources of financial resources
over expenditures and other uses of
financial resources (GAAP basis) $(52,661) $631,8 65
NOTE B - SPECIAL ASSESSMENTS
Specialassessmentswereleviedintheamountof$1 ,101,6670onSeptember
27,2006 against certain properties within the Dist rictin connection
withtheconstructionofimprovements. Specialass essmentsareduein
ten annual installments and bear interest at 7% per annum until
delinquent and 9% per annum thereafter until paid.
Special assessments were levied in the amount of $2 ,883,936 on April
4, 2007 against certain properties within the Distr ict in connection
withtheconstructionofimprovements. Specialass essmentsareduein

ten annual installments and bear interest at 7.5% p er annum until
delinquent and 9.5% per annum thereafter until paid .

-14-



Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2013

NOTE B - SPECIAL ASSESSMENTS - CONTINUED

Special assessments were levied in the amount of $2 00,3050nJune 12,
2012 againstcertainpropertieswithinthe District inconnectionwith
the construction of improvements. Special assessmen ts are due in ten
annualinstallmentsandbearinterestat7.5%pera nnumuntildelinquent

and 9.5% per annum thereatfter until paid.

NOTE C - INVESTMENTS

TheDistrictisallowedtoinvestfundsaspermitte dbyNebraskaStatute
77-2341, R.R.S., 2003, and generally include U.S. ¢ overnment
obligations, certificate ofdepositandtime deposi ts.Duringtheyear
ended June 30, 2013, the District invested in U.S. treasury bills.
Allinvestments activities are conducted throughth e District ’sfiscal
agent, the County Treasurer. Treasury bills and Fe deral National
Mortgage Association notes are boughtand heldin s afekeeping through
the County Treasurer in the County ’s name. These securities are
classified as Level 1 in the fair value Hierarchy a sindicated in ASC
820-10.
Investment risks that the District may be subject t 0 consist of:

Interest Rate Risk - Since the District 's investments are

short-term, this risk is minimized at June 30, 2013 .

Custodial CreditRisk-Sinceinvestmentsareheld inthe County ’s

name, the District is exposed to this risk at June 30, 2013.

The District held no investments at June 30, 2013.

NOTE D - CAPITAL ASSETS

At June 30, 2013, capital assets consist of the fol lowing:
July 1, June 30,
2012  Additions 2013
Infrastructure:
Sanitary sewer $1,614999 $ - $1,614,999
Paving and storm sewer 5,280,493 - 5,280,49 3
Water system 1,629,724 - 1,629,724
Power system 534,906 - 534,906
Park and improvements 997,451 - 9 97,451
10,057,573 - 10,057,573
Accumulated depreciation  (1,980,909) (312,376) (2,293,285)

$ 8,076,664 $(312,376) $ 7,764,288

Depreciationexpensetotaled$312,376fortheyear endedJune30,2013.
Park land not being depreciated totals $462,560.
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Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2013

NOTE E - REGISTERED WARRANTS

AtJune 30,2013, the Districthasregisteredwarra nts outstanding for
operatingexpensesandconstructioncosts. Thewar rantsbearinterest
at 7%. No interest on warrants for construction co sts has been
capitalized for the year ended June 30, 2013.
Aggregate maturities of registered warrants are as follows:
General Long-Term
Fund Debt Total

2014 $ - $ 366,017 $ 366,017

2015 - 456,308 456,308

2016 71,514 234,630 306,144

2017 - 158,326 158,326

2018 - 125,088 125,088

$71,514 $1,340,369 $1,411,883

NOTE F - GENERAL OBLIGATION BONDS PAYABLE

Bonds totaling $3,675,000 were issued August 15, 20 07 and are due
seriallybeginningAugust15,2008. Interestispa yablesemi-annually
onFebruaryl5andAugustl5atratesrangingfrom 4.35%1t05.05%. These
bonds were retired during April, 2013.

Bonds totaling $3,300,000 were issued September 15, 2008 and are due
serially beginning September 15, 2009. Interest is payable
semi-annually on March 15 and September 15 atrates ranging from2.75%
to 5.40%.

Bonds totaling $2,200,000 were issued March 15, 201 1 and are due
serially beginning March 15, 2012. Interest is paya ble semi-annually
on September 15 and March 15 at rates ranging from 2.35% to 5.65%.
Bonds totaling $1,400,000 were issued April 15, 201 2 and are due
serially beginning April 15, 2013. Interest is paya ble semi-annually
on October 15 and April 15 at rates ranging from 1. 25% to 4.35%.
Bonds totaling $3,750,000 were issued April 15, 201 3 and are due
serially beginning April 15, 2014. The proceeds we re used to retire
remainingbondsfromthe2007bondissueandpayoff registeredwarrants.
Interestis payable semi-annually on April 15and O ctober 15 atrates

ranging from 1.15% to 3.80%.

A summary of changes in bonds payable is as follows

Balance July 1, 2012 $ 9,760,000
Bond issue 3,750,000
Bond payments (3,330,000)
Balance, June 30, 2013 $10,180,000
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Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013

NOTE F - GENERAL OBLIGATION BONDS PAYABLE — CONTINU ED

September 15, 2008 issue

Principal Interest Total

2014
2015
2016
2017
2018
2019 — 2023
2024 — 2028
2029

March 15, 2011 issue

2014
2015
2016
2017
2018
2019 - 2023
2024 — 2028
2029 — 2031

April 15, 2012 issue

2014
2015
2016
2017
2018
2019 - 2023
2024 — 2028
2029 — 2032

April 15, 2013 issue

2014

2015

2016

2017

2018

2019 - 2023
2024 — 2028
2029- 2033

$ 115,000 $ 138,631 $ 253,631

120,000 134,105 254,105
125,000 129,173 254,173
125,000 123,954 248,954
135,000 118,328 253,328
755,000 490,752 1,245,752
980,000 275,314 1,255,314

520,000 14,040 534,040

2,875,000 1,424,297 4,299,297

20,000 119,238 139,238
15,000 118,885 133,885
20,000 118,532 138,532
15,000 118,063 133,063
15,000 117,447 132,447
100,000 575,763 675,763
120,000 549,795 669,795

1,875,000 215,830 2,090,830

2,180,000 1,933,553 4,113,553

25,000 53,158 78,158
30,000 52,795 82,795
25,000 52,300 77,300
30,000 51,837 81,837
30,000 51,238 81,238
165,000 244,100 409,100
185,000 215,082 400,082

885,000 142,028 1,027,028

1,375,000 862,538 2,237,538

190,000 103,365 293,365

190,000 101,180 291,180
195,000 98,710 293,710
195,000 95,688 290,688
200,000 92,275 292,275
1,045,000 393,855 1,438,855
960,000 228,527 1,188,527

775,000 147,250 922,250

3,750,000 1,260,850 5,010,850

$10,180,000 $5,481,238 $15,661,238
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Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2013

NOTE F - GENERAL OBLIGATION BONDS PAYABLE — CONTINU ED

Bonds maturing on or after September 15, 2014, Marc h 15, 2017, April
15, 2018 and April 15, 2019 are subject to redempti oninwhole orin
part, atanytime on orafter September 15,2013, M arch 15,2016, April
15, 2017 and April 15, 2018 at par and accrued inte rest, to the date

set for redemption, with no redemption premium.

NOTE G - TAX LEVY

The District levied taxes for 2012-2013 at the rate of $.90 per $100
on an estimated 100% property valuation of $91,142, 561.
PropertytaxesareleviedinSeptemberandattacha sanenforceablelien
on the assessed property as of December 31. The fi rst half payment
becomes delinquent April 1 of the following year an d the second half
payment becomes delinquent August 1 of the followin gyear. The Sarpy
CountyTreasurerbillsandcollectsallpropertyta xesfortheDistrict.

NOTE H - COMMITMENTS

The District has entered into an agreement with Oma ha Public Power
District (OPPD) under which OPPD is to furnish stre et lighting to the
District. The cost to the District for this servic e for fiscal 2014

is estimated to be approximately $40,000.
NOTE | - CREDIT RISK

Receivables for property taxes and special assessme nts are due from
property ownerswithinthe boundaries ofthe Distri ctlocatedin Sarpy
County, Nebraska.

NOTE J - RISK MANAGEMENT

The District is exposed to various risks of loss, i ncluding those
relatedtotorts;theftof,damageto,anddestruct ionofassets;errors
and omissions; injuries to employees; and natural d isasters.
Significant losses are covered by commercial insura nce for all
programs. There have been no significant reduction s in insurance
coverage. Settlementamountshavenotexceededins urancecoveragefor

the current year or the three prior years.

NOTE K - NET POSITION AND FUND BALANCES

NetPositioninthe government-widefinancialstate mentsisclassified
into three components:

NetInvestmentin capitalassets-capitalassetsi ncludingrestricted
capital assets, net of accumulated depreciation and reduced by the
outstanding balancesofanybonds, mortgage notes, orotherborrowings
thatareattributabletotheacquisition, construct ionorimprovements

of those assets.

-18-



Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013

Restricted netposition-representsconstraintson
eitherexternallyimposedbycreditors,grantors,c

and regulations of other governments imposed by law
statute.

Unrestricted net position - all other assets that d
definition of “restricted” or “net investment in ca

Fund balances of the governmental funds are classif

Non-spendable - amounts that cannot be spent either
in non-spendable form or because they are legally o
required to be maintained intact.

Restricted - amounts that can be spent only for spe
becauseofconstitutionalprovisions,charterrequi
legislation or because of constraints that are exte
creditors, grantors, contributors, orthe lawsorr
governments.

Committed - amounts that can be used only for speci
determined by a formal action of the Board of Trust
Trustees is the highest level of decision making au
District. Commitmentsmaybeestablished, modified
through ordinances or resolutions approved by the B

Assigned - amounts that do not meet the criteria to
restricted or committed but that are intended to be
purposes. Onlythe Board of Trustees may assign am
purposes.

Unassigned - all other spendable amounts.

Whenan expenditureisincurred for purposesforwh
and unrestricted fund balance is available, the Dis
restricted funds to have been spent first. When an
incurredforwhichcommitted,assigned,orunassign
available, the Districtconsidersamountsto have b
ofcommitted funds, thenassignedfunds, andfinall

as needed, unless the Board of Trustees has provide
commitment or assignment actions.

NOTE L - SUBSEQUENT EVENTS

Management evaluated transactions and events occurr
June 30, 2013 and through December 16, 2013 (the da
statementswereavailabletobeissued)todetermin

should be recognized or disclosed in these statemen
material transactions or events in the subsequent
disclosure or recognition in the statements except:
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Sanitary and Improvement District No. 261
Sarpy County, Nebraska

NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2013

NOTE L - SUBSEQUENT EVENTS - CONTINUED

Bondstotaling $3,800,000 were issued September 15, 2013toretirethe
2008 bond issue. The bonds are due serially beginn ing September 15,
2014. Interest will be payable semi-annually on Ma rch 15, and

September 15 at rates ranging from 1.15% to 5.00%.
NOTE M - PENDING GOVERNMENTAL ACCOUNTING STANDARDBOARD STATEMENT

GASB Statement No. 65, Items Previously Reported as Assets and
Liabilities, was issued in April 2012 and will be e ffective for the
financial statements ofthe Districtfortheyeare ndingJune 30,2014.
Thisstatementprovidesfurtherguidanceontheacc ountingandreporting

of deferred outflows of resources, deferred inflows of resources and
certain items previously reported as assets and lia bilities. More
specifically, the adoption of this statement by the Districtinfiscal

2014 will result in (1) the write off of bond issue costs of $863,614
atJune 30, 2013 onthe government-wide statemento fnet position with

a corresponding decrease in net position.
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Sanitary and Improvement District No. 261
Sarpy County, Nebraska

SCHEDULES OF REVENUES, EXPENDITURES, AND CHANGES INFUND BALANCES
BUDGET AND ACTUAL - GENERAL AND DEBT SERVICE FUND

Year Ended June 30, 2013

REVENUES:
Taxes collected
State motor vehicle tax allocation
Property tax credit allocation
Interest on taxes
Homestead exemption
Special assessments and interest
Interest on investments
Connection fees

Total revenues

EXPENDITURES:
Interest on registered warrants
Interest on bonds
Legal and accounting fees
Trustee fees
Fiscal agent fees
Electricity
Maintenance and engineering
Trustee bonds and insurance
Collection fees - County Treasurer
Financial services fees

Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES (USES):
Proceeds from warrants issued
Payment of registered warrants
Payment on bonds
Proceeds from bond issue
Payment of bond issuance costs

EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES AND OTHER USES

FUND BALANCE, BEGINNING OF YEAR
FUND BALANCE, END OF YEAR

GENERAL FUND

(NON GAAP)
Original Variance
And Final Favorable
Budget Actual (Unfavorable)
$182,285 $184,427 $ 2,142
500 345 (155)
- 4,803 4,803
- 189 189
- 554 554
182,785 190,318 7,533
- 4,199 (4,199)
22,500 26,632 (4,132)
1,500 1,184 316
1,500 12,120 (10,620)
45,000 33,517 11,483
115,000 157,139 (42,1
6,500 6,501 (1)
3,574 3,692 (1
- 18,836 (18,83
195,574 263,820 (68,246)
(12,789) (73,502) (60,713)
- 71,514 71,514
$(12,789) (1,988) $1 0,801
20,267

$ 18,279



DEBT SERVICE FUND

(NON GAAP)
Original Variance
And Final Favorable
Budget Actual (Unfavorable)
$ 637,998 $ 593,827 $ (44,171)
1,500 1,113 (387)
- 16,811 16,811
- 557 557
- 1,906 1,906
250,000 1,080,206 830,206
- 366 366
35,000 94,080 59,080
924,498 1,788,866 864,368
123,000 136,347 (13,347)
466,640 491,255 (24,615)
- 6,441 (6,441)
17,510 33,492 (15,982)
607,150 667,535 (60,385)
317,348 1,121,331 803,983
123,000 125,088 2,088
(1,253,000) (839,167) 413,833
(3,335,000) (3,330,000) 5,000
4,275,000 3,675,000 (600,000)
(40,000) (151,436) (111,436)
$ 87,348 600,816 $ 513,468
971,061
$1,571,877
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Sanitary and Improvement District No. 261
Sarpy County, Nebraska

INFORMATION REQUIRED BY SECTION 31-740,
REISSUE REVISED STATUTES OF NEBRASKA, 2008

Year Ended June 30, 2013

Gross revenues from all sources $1,998,475
Gross revenues from all sources from previous year $1,106,519
Amount spent for sewage disposal None
Amount expended on water mains None
Gross amount of sewage processed None
Cost per thousand gallons of processing sewage N one
Amount expended for:
Maintenance and repairs $ 93,438
New equipment None
New construction work (incl. water mains) None
Property purchased None
Number of employees One
Salaries and fees paid employees $ 1,200
Total amount of taxes levied upon the property
within the District $ 797,545
SUMMARY OF TAXES RECEIVABLE
Receivable Receivable
at June 30, Tax at June 30,
2012 Levied Collected 2013
$345,529 $797,545 $778,254 $364,820
TRUSTEE AND RELATED BONDS
Trustees Bond S
Name Office Insurer Amount
Chad LaMontagne Chairman Universal Surety Co. $5,00
Jana Faller Clerk Universal Surety Co.  $20,000
Barbara Shaw Trustee - None
Zachary Ziegenbein Trustee - None
Joseph Casson Trustee - None
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| NDEPENDENT AUDI TORS” REPORT ON | NTERNAL CONTRCL OVER
FI NANCI AL REPORTI NG AND ON COWVPLI ANCE AND OTHER MATTERS
BASED ON AN AUDI T OF FI NANCI AL STATEMENTS PERFORMED
I N ACCORDANCE W TH GOVERNMENT AUDITING STANDARDS

To the Board of Trustees
Sanitary and Improvement District No. 261
of Sarpy County, Nebraska

We have audited the financial statements of the gov ernmental activities

and each major fund of Sanitary and Improvement Dis trict No. 261 of Sarpy
County, Nebraska as of and for the year ended June 30, 2013, which
collectively comprise Sanitary and Improvement Dist rict No. 261 of Sarpy
County's basic financial statements and have issued our report thereon

dated December 16, 2013. We conducted our audit in accordance with
auditing standards generally accepted in the United States of Americaand

the standards applicable to financial audits contai ned in  Gover nnent
Audi ti ng St andar ds,issuedbythe ComptrollerGeneraloftheUnitedS tates.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Sanitary and
Improvement District No. 261 of Sarpy County’s inte rnal control over
financial reporting as a basis for designing our au diting procedures for
the purpose of expressing our opinions on the finan cial statements, but
not for the purpose of expressing an opinion on the effectiveness of
Sanitary and Improvement District No. 261 of Sarpy County’s internal
control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the Sanitary and Im provement District No.
261 of Sarpy County’s internal control over financi al reporting.

A deficiency in internal control exists when the de sign or operation of

a control does not allow management or employees, i n the normal course of
performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakne ssisadeficiency, or

a combination of deficiencies, in internal control such that there is a
reasonable possibility that a material misstatement of the entity's
financial statements will not be prevented, or dete cted and corrected on

a timely basis.
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Ourconsideration ofinternal controloverfinancia Ireportingwasforthe

limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in intern al control over
financial reporting that might be deficiencies, sig nificant deficiencies

or material weaknesses. We did not identify any def iciencies in internal
control over financial reporting that we consider t 0 be material
weaknesses, as defined above. However, asdiscusse d below, we identified

a certain deficiency ininternal control over finan cialreporting thatwe
considertobeasignificantdeficiencyininternal controloverfinancial
reporting. A significant deficiency is a deficiency , or combination of
deficiencies, in internal control that is less seve re than a material
weakness, yet important enough to merit attention b y those charged with
governance.

Preparation of Financial Statements

The district does not have an internal control syst em designedto provide
for the preparation of the financial statements bei ng audited. As
auditors, we were requested to draft the financial statements and
accompanying notes to the financial statements.

Sanitary and Improvement District No. 261 of Sarpy County's response to
this finding is that the aforementioned circumstanc es is not unusual in

a governmental entity of their size and that the co sts of correcting this
deficiency would exceed the benefits to be derived therefrom. The
District'smanagementhasalsoinformedusthatthe yarewillingtoaccept

the degree of risk associated with this condition.

Compliance and Other Matters

As part of obtaining reasonable assurance about whe ther Sanitary and
Improvement District No. 261 of Sarpy County’s fina ncial statements are
free of material misstatement, we performed tests o fits compliance with
certain provisions of laws, regulations, contracts, andgrantagreements,
noncompliance with which could have a direct and ma terial effect on the
determination of financial statement amounts. Howe ver, providing an
opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an o pinion. The results
of our tests disclosed the following instances of n oncompliance or other
matters that are required to be reported under Governnment Audi ting
St andar ds and which are described below
Finding #1

- General fund expenditures exceeded budget by $68 ,246, without

amending the budget.

Response

- Several expenditure categories (especially maint enance and

engineering) received Board approvalforspendingg reaterthan
that anticipated when the budget was prepared.

Finding #2

- Debt service fund expenditures exceeded budget b y $60,385,

without amending the budget.
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Response

- The bond refunding (and payment of registered wa
delayed from the expected date resulting in interes
thatwere notanticipated whenthe budgetwas prepa
increased collections of special assessments and in
resulted in county collection fees that were not bu

Finding #3

- Payment of bond issuance costs exceeded budget b
without amending the budget.

rrants) was
t payments
red. Also,
terest
dgeted.

y $111,436,

Response

- The budget did not accurately project the new sy stem of bond

discount payments.

Sanitary and Improvement District No. 261 of Sarpy County’s responses to
thefindingsidentifiedinourauditaredescribed above. Wedidnotaudit
Sanitary and Improvement District No. 261 of Sarpy County’sresponses and
accordingly, we express no opinion on them.
This report is intended solely for the information and use of the Board
of TrusteesandtheNebraskaAuditorofPublicAcco unts,andisnotintended
to be and should notbe used by anyone otherthant hese specified parties.

p_C -
Lo Fe !
-

Omaha, Nebraska
December 16, 2013
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