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DANA F COLE & COMPANY, LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

Honorable Mayor and City Council
City of Creighton, Nebraska

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, business-type ac-
tivities, each major fund, and the aggregate remaining fund information of the City of Creighton, Nebras-
ka, as of and for the year ended September 30, 2013, which collectively comprise the City'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 accord-
ance with accounting principles generally accepted in the United States of America for the business-type ac-
tivities and the modified cash basis of accounting for the governmental activities described in Note I. This
includes determining that the modified cash basis of accounting is an acceptable basis for the preparation of
the financia) statements of the governmental activities in the circumstances, Management is also responsible
for the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility s 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 Government duditing Standards, issued by the
Comptroller Genera) of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit 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 cir-
cumstances, 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 approptiateness
of accounting policies used and the reasonableness of significant accounting estimates made by manage-
ment, 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 modi-
fied cash basts financial position of the governmental activities, governmental major funds, and the ag-
pregate remaining governmental fund of the City of Creighton, Nebraska, as of September 30, 2013, and
the changes in modified cash basis financial position thereof for the year then ended in conformity with
the basis of accounting described in Note 1.

In our opinion, the financial statements referred to above present fairly, in all material respects, the re-
spective financial position of the business-type activities and business-type major funds of the City of
Creighton, Nebraska, as of September 30, 2013, and the respective changes in financial position, and,
where applicable, cash flows thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The
City of Creighton, Nebraska, prepares its financial statements of the governmental activities and each ma-
jor governmental fund on the modified cash basis of accounting. The modified cash basis of accounting
is a comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America. Our opinion is not modified with respect to that matter.

The financial statements of the business-type activities and each business-type major fund have been pre-
pared on the accrual basis in accordance with accounting principles generally accepted in the United States
of America.

Report on Summarized Comparative Information

We have previously audited the City's September 30, 2012, financial statements and our report dated

May 29, 2013, expressed an unmodified opinion on those audited financial statements. In our opinion, the
summarized comparative information presented herein as of and for the year ended September 30, 2012, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

Other Matters
Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Creighton, Nebraska's basic financial statements. The supplementary information on
pages 31 - 37 is presented for purposes of additional analysis and is not a required part of the basic finan-
cial statements.

The combining, individual fund financial statements and supplementary information on pages 31 - 37 are
the responsibility of management and were derived from and relate directly to the underlying accounting
and other records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional proce-
dures, including comparing and reconeiling such information directly to the underlying accounting and
other records used to prepare the basic financial statements or to the basic financial statements themselves,




and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining, individual fund financial statements and supplementary
information on pages 31 - 37 are fairly stated in all material respects in relation to the basic financial
statements as a whole.

We also have previously audited, in accordance with auditing standards generally accepted in the United
States of America, the City of Creighton, Nebraska's basic financial statements for the year ended Sep-
tember 30, 2012, which are not presented with the accompanying financial statements, and we expressed
unmodified opinions on the respective financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information. That audit was conducted
for the purpose of forming opinions on the financial statements that collectively comprise the City of
Creighton, Nebraska's basic financial statements as a whole. The supplementary information on pages

33 - 37 is presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from and relates di-
rectly to the underlying accounting and other records used to prepare the 2012 basic financial statements.
The information has been subjected to the auditing procedures applied in the audit of those basic financial
statements and certain additional procedures, including comparing and reconciling such information di-
rectly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the 2012 supplemental in-
formation on pages 33 - 37 is fairly stated in all material respects in relation to the basic financial state-
ments from which it has been derived.

Other Reporting Required by Government Auditing Standards

I accordance with Government Auditing Standards, we have also issued our report dated March 31,
2014, on our consideration of the City of Creighton, Nebraska's internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, grant agree-
ments, and other matters. The purpose of that report is to describe the scope of our testing of the internal
control over financial reporting and compliance and the results of that testing, and not to provide an opin-
ion 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 in considering City of Creighton,
Nebraska's internal control over financial reporting and compliance.

Rona d Uls ooy 1L

O'Neill, Nebraska
March 31, 2014




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

BUSINESS-TYPE ACTIVITIES - ACCRUAL BASIS

SEPTEMBER 30, 2013

ASSETS
Cash and cash equivalents
Certificates of deposit
Cash held by County Treasurer
Accounts receivable
Grants receivable
Inventories
Restricted certificates of deposit
Capital assets
Nondepreciable - land
Depreciable - net of depreciation

TOTAL ASSETS

LIABILITIES

Accounts payable

Accrued expenses

Customer deposits

Notes payable within one year

Noncurrent liabilities
Notes payable in more than one year
Bonds payabie in more than one year

TOTAL LIABILITIES

NET POSITION
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 POSITION

The notes are an integral part of these financial statements.

4

Business-
Governmental Type

Activities Activities Total
951,045 326,561 1,277,606
2,463,849 23,120 2,486,969
8,714 8,714
73,167 73,167
13,190 13,190
13,348 13,348
86,169 86,169
24,954 6,300 31,254
1,438,472 1,819,616 3,258,088
4,973,203 2,275,302 7,248,505
75,985 75,985
11,872 11,872
11,900 11,900
10,986 25,077 36,063
869,247 869,247
245,000 245,000
10,986 1,239,081 1,250,067
1,452,440 686,592 2,139,032
41,434 41,434
103,021 103,021
119,083 119,083
86,169 86,169
349,707 346,707
3,160,070 349,629 3,509,699
4,962,217 1,036,221 5,098,438
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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
significant 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 gov-
ernment. '

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, criterion for including a potential component unit with-
in the reporting entity is the governing body's ability to exercise oversight responsibility.
The most significant manifestation of this ability is financial interdependency. Other
manifestations of the ability to exercise oversight resporsibility include, but are not lim-
ited to, the selection 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 bene-
fit 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 signifi-
cant to the reporting entity.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The City has adopted the provisions of Statement No. 34 of the Governmental Account-
ing Standards Board, Basic Financial Statements and Management's Discussion 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 classification of
net position into three components: invested in capital assets, net of related debt; restrict-
ed; and unrestricted. The City first uses restricted resources to finance qualifying activi-
ties.

Government-Wide Statements

The statement of net position 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 in-
terfund 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 to a significant extent on fees and charges for
support.

16




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 contri-
butions 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, liabilities, fund equity,
revenues or receipts, and expenditures or expenses, as appropriate, Government re-
sources 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 crite-
ria for the determination of major fiinds, which should have & 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 financial resources except those required to be accounted for in an-
other 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 legally restricted to expenditures for specified purposes or designated to finance
particular 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 FINANCTAL 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 con-
tinuing 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 Fund,
and Landfill Fond, '

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 rec-

orded regardless of the measurement focus applied.

Measurement Focus

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

In the governmental fund financial statements, the "current financial resources” meas-
urement 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 fi-
nancial resources during a given period. These funds use fund balance as their meas-
ure of available spendable financial resources at the end of the period.
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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 activities of the government-wide statement of net position and state-
ment of activities, business-type activities are presented using the economic resources
measurement focus, within the limitations of the accrual basis of accounting, as defined
below,

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 ac-
counting objectives of this measurement focus are the determination of operating in-
come, changes in net position, financial position, and cash flows. All assets and
liabilities (whether current or noncurrent, financial or nonfinancial) associated with
their activities are reported. Proprietary fund equity is classified as net position.

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 earned or incurred, and investment earn-
ings are recognized as the value of investments change. In the government-wide finan-
cial statements, expenditures for capital outiay are recorded as assets and the issuance and
repayment of long-term debt are recorded as liabilities. These policies are not in agree-
ment with accounting principles generally accepted in the United States of America in
that certain revenues earned are not recognized as receivable and certain expenses in-
curred 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 earned and expenses are recognized when incurred.

Operating income reported in proprietary fund financial statements includes revenues and
expenses related to the primary continuing operations of the fund, Prmc1pa1 operating
revenues for proprictary funds are charges to customers for sales or services. Principal
operating expenses are the costs of providing goods or services and include administra-
tive expenses and depremahon of capital assets. Other revenues and expenses are classi-
fied as nonoperating in the financial statements. ’
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CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

H.

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.

The City legally adopts the general all-purpose budget as prescribed by the State of Ne-
braska Auditor of Public Accounts, which combines all fund types. Expenditures may not
legally exceed appropriations 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 uncollect-
ible accounts. An allowance for bad debts has not been set up, as the amount is not consid-
ered material. Unbilled utility services are accrued at year-end. All accounts receivable 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 re-
ported 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 useful
lives that extend beyond a single reporting period. Capital assets are stated at cost or at es-
timated historical cost if actual is unavailable, except for donated assets, which are recorded
at their fair values when donated.
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NOTE 1.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

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

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

Buiiding and improvements 10,000
Land and land improvements 5,000
Machinery, equipment, and vehicles 5,000

Infrastructure 25,000

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
governmental fund operations or proprietary fund operations and whether they are report-

~ed in the government-wide or fund financial statements. Bond premiums or discounts are
deferred and amortized over the life of the bonds. Bonds payable are reported net of the
applicable bond premium or discount.

All long-term debt to be repaid from governmental and business-type resources is reported
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 {ssuance 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.
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CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B J. COMPENSATED ABSENCES
- City employees are granted sick ieave and vacation in varying amounts. Employees are
- not reimbursed for unused sick leave; therefore, sick leave is charged te operations as
paid. Accumulated vacation benefits for enterprise fund employees are included in liabil-
- ities for proprietary fund types when material. Other funds are maintained on the cash
| basis of accounting, and accordingly, benefits are recognized when paid.

K. EQUITY CLASSIFICATIONS

Government-Wide Statements

Net position is 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 position consists of 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 position does not meet the definition of restricted.

Fund Financial Statements

Governmental fund equity is classified as fund balance. Proprietary fund equity is classi-
fied the same as in the government-wide statements.

Fund Balance Classification

The governmental fund financial statements present fund balances based on classifica-
tions 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
governmental funds can be spent. The classifications used in the governmental fund fi-
nancial statements are as follows:

Nonspendable

This classification includes amounts that cannot be spent because they either (a) are
not in spendable form or (b) are legally or contractualiy required to be maintained
intact. The City currently includes the Hoferer Trust Fund balance in this category.
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CITY OF CREIGHTON, NEBRASKA i
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLiCIES (Continued)

K. EQUITY CLASSIFICATIONS (Continued)

Fund Financial Statements (Continued)

Fund Balance Classification (Continued)

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
covenant), 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 leg-
islation. The primary receipts of the Pool Fund are sales taxes restricted by the relat-
ed 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 restricted for housing loans and grants under terms of the original grant !
agreements with the State. ;

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 can-

not be used for any other purpose unless the City Council removes or changes the

specified use by taking the same type of action {ordinance or resolution) that was

employed when the funds were initially committed. This classification also in-

cludes contractual obligations to the extent that existing resources have been spe-

cifically 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 Ambulance and Street Funds as commit-

ted 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 expressed by the City Council or through the City Council delegating this respon-
sibility 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.
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CITY OF CREIGHTON, NEBRASKA ;
NOTES TO FINANCIAL STATEMENTS 1

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

Fund Financial Statements (Continued)

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.

L. PROPERTY TAXES

Under state law, municipalities are limited in their ability to levy a property 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 to the City monthly. Property tax revenues are
recognized in the period that the County collects them.

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,

0. PRIOR-YEAR INFORMATION

The financial statements include partial/summarized prior-year comparative information.

- Sueh 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.

NOTE 2. CASH AND DEPOSITS

Custodial eredit 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 EDIC limits. At September 30, 2013, the City's deposits (inctuding 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.
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NOTE 3.

NOTE 4.

NOTE 5,

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

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 certif-
icate 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 em-
ployees 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 limits.

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 plan are held in trust for the exclusive benefit of plan participants or
their beneficiaries. The City pension contributions for the year ended September 30, 2013,
were $4,455, which was equal to the required amount.

Peirticipants' accounts are invested with Northwestern Mutual Life Insurance Company, and
contributions are remitted monthly. The City does not provide any significant administrative
services or investment 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 Re-
funding Bonds were issued to refund the old bonds. These bonds are backed by the taxing
authority 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 toan is being paid out of the Street Fund, a governmental fund.

Notes Payvable 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
wastewater improvement project in 2010,
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CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 5. LONG-TERM DEBT (Continued)

Notes Payable NDEQ (Continued)

A loan agreement dated October 2011, to the Nebraska Department of Environmental Quality
is payabie by the Water Fund. The terms of the loan provide for loan forgiveness of $188,575
and for repayment of the balance over 20 years at 2.29% interest, due in semiannual amounts
of $24,088 each June 15 and December 15 through 2033. An administrative fee of 1% of the
outstanding loan balance is also payable semiannually. At September 30, 2013, $701,542 of
the total principal amount of $754,298 had been advanced. The balance of $52,756 was ad-
vanced after September 30, 2013, The revenues of the Water Fund are pledged as security for
the loans.

Changes in Long-Term Debt

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

Principal balance, beginning 202,218 39,988 255,000 134,423
Debt issued 517,119
Principal paid (9,436) (29,002) (10,000}

Principal balance, ending 192,782 10,986 245,000 701,542

Maturities on Long-Term Debt

Fiscal Year NDEQ G&O NDEQ
Ending - Sewer  Bank Water Water
September 30, Note Notes  Bonds Note
2014 15,337 11,079 4,704 27,860
2015 15,240 19,305 55,487
2016 15,142 19,080 55,171
2017 15,041 18,818 54,847
2018 14,938 23,449 54,517
2019 -2023 73,077 109,475 267,347
2024 -2028 70,182 112,891 257,853
2029 - 2033 27,195 31,137 247,215
246,152 11,079 338,859 1,020,297
Less interest and fees (53,370) (93) (93,859) (265,999)
Less unadvanced amounts (52,756)
Total 192,782 10,986 245,000 701,542
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NOTE 6. HOUSING GRANTS AND LOANS

NOTE 7.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

In connection with a Community Development Block Grant, 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.

CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2013, was as follows:

Governmental Activities

Land - nondepreciable
Buildings and improvements
Equipment and vehicles

Totals at cost
Accumulated depreciation

Net capital assets

Business-Tvpe Activities

Land - nondepreciable
Depreciable assets
Construction-in-progress -

nondepreciable
Water Department
Sewer Department
Equipment

Totals at cost

Accumulated depreciation

Net capital assets

Balance
9/30/12 Increases

Balance

Decreases 9/30/13

24,954 24,954
1,906,707 61,806 1,968,513
2,072,124 2,072,124
4,003,785 61,806 4,065,591

(2,471,702)  {130,463) (2,602,165)
1,532,083 (68,657) 1,463,426
6,300 6,300
246,630 (246,650)
1,550,296 944,215 2,494,511
785,847 785,847

72,446 16,900 89,346
2661539 961,115  (246,650) 3,376,004
(1,481,283)  (68,805) (1,550,088)
1,180,256 892,310  (246,650) 1,825,916
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NOTE 7.

NOTE 8.

NOTE 9.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

CAPITAL ASSETS (Continued)

Depreciation

Depreciation expense was charged to the functions/programs as follows:

Governmental Activities

General Government 10,182
Public Safety 51,411
Highways and Streets ) 31,409
Public Works - other 5,840
Culture and Recreation 31,621

Total depreciation expense - governmental activities 130,463

Business-1ype Activities i

Water Fund 47,098
Sewer Fund 21,707
Total depreciation expense - business-type activities 68,805

RISK MANAGEMENT

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

SALE OF HOSPITAL AND TRANSFER TO GENERAL FUND

Lffective 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 substantial-
ly 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 fa-
cility 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 market
value if Sacred Heart Health Services would decide to close or sell any of the operating facili-
ties within the ten-year period.

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

As of September 30, 2013, the City's General Fund included cash accounts from the "hospital
sale” of $2.643,562, which are considered assigned to future projects and other uses to be de-
termined by the City Council.

28



NOTE 9.

'NOTE 10.

NOTE 11

NOTE 12.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

SALE OF HOSPITAL AND TRANSFER TO GENERAL FUND (Continued)

The Hospital Enterprise Fund account was used to account for the liquidation of remaining
noncash assets and settlement of liabilities. For the year ended September 30, 2013, the net
liquidation gain was $43,108, due primarily to collections on receivables in excess of amounts
estimated.

TRANSFERS

Transfers for the year consisted of General Fund transfers for support to the Street and Recy-
cling Funds of $51,411 and $3,930, respectively, and a residual transfer of $60,000 from the |
Hospital Enterprise Fund to the General Fund.

RESTATEMENT

Net position of the Water Enterprise Fund, as of October 1, 2012, was restated by -$4,885 to
reflect the implementation of GASB 65. This GASB requires that bond issue costs be recog-
nized as an expense when incurred.

RECENTLY ISSUED AND ADOPTED ACCOUNTING PRONOUNCEMENTS AND
RESTATEMENT

In December 2010, the Governmental Accounting Standards Board (GASB) issued State-

ment 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-
November 30, 1989, FASE and AICPA Pronouncements. GASB 62 incorporates into GASB's
authoritative literature certain accounting and financial reporting guidance that is included in
the following pronouncements issued on or before November 30, 1989, which does not conflict
with or contradict GASB pronouncements: Financial Accounting Standards Board (FASB)
Statements and Interpretations, Accounting Principles Board Opinions, and Accounting Re-
search Bulletins of the American Institute of Certified Public Accountants' (AICPA) Committee
on Accounting Procedure. This statement is effective for periods beginning after December 15,
2011. The adoption of GASB 62 did not have a material effect on the financial statements.

In June 2011, GASB issued Statement 63, Financial Reporting of Deferred Outflows of Re-
sources, Deferred Inflows of Resources, and Net Position. GASB 63 provides guidance for
reporting deferred outflows of resources, deferred inflows of resources, and net position in a
statement of financial position and related disclosures. The statement of net assets is renamed
the statement of net position and includes five components: assets, deferred outflows of re-
sources, liabilities, deferred inflows of resources, and net position. The provisions of this
statement are effective for financial statements for periods beginning after December 15,
2011, Adoption of this statement did not have a material effect on the financial statements.
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NOTE 12.

NOTE 13.

CITY OF CREIGHTON, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

RECENTLY ISSUED AND ADOPTED ACCOUNTING PRONOUNCEMENTS AND
RESTATEMENT (Continued)

In April 2012, GASB issued Statement 65, Items Previously Reported as Assets and Liabilities.
GASB 65 establishes accounting and financial reporting standards that reclassify, as deferred
outflows of resources or deferred inflows of resources, certain items that were previously re-
ported as assets and liabilities and recognizes, as outflows of resources or inflows of resources,
certain items that were previously reported as assets and liabilities. The statement also provides
other reporting guidance related to the impact of the financial statement elements deferred out-
flows of resources and deferred inflows of resources and limits the use of the term "deferred" in
financial statement presentations. This statement is effective for periods beginning after De-
cember 15, 2012. The City elected to adopt this statement early. The adoption of GASB 65 did
not have a material effect on the financial statements.

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

tential recognition or disclosure through March 31, 2014, 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, 2013

REVENUES

Federal grant
Property taxes
Sales taxes
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
Total expenditures

REVENUES OVER (UNDER)
EXPENDITURES

CASH BALANCE, beginning of year

CASH BALANCE, end of year

See accompanying notes to budgetary statement.

2013
General All-Purpose
Budget
Criginal Favorabie
and Final Actual (Unfavorable)
140,951 140,951
150,404 132,253 (18,151)
152,000 168,914 16,914
18,000 20,815 2,815
17,000 18,422 1,422
2,500 5,302 2,802
260,405 303,332 42,927
694,912 747,773 52,861
41,756 34,613 (7,143)
135,000 180,620 45,620
677,557 517,119 (160,438)
414,228 55,341 (358,887)
63,760 59,175 {4,58%)
2,627,522 2,384,630 (242,892)
213,174 190,476 22,698
5,910 2,678 3,232
318,080 311,594 6,486
1,406,636 1,152,510 253,526
386,269 204,797 181,472
404,096 138,807 265,289
43,636 16,714 26,922
2,575,406 14202 2,561,204
414,228 55,341 358,887
5,766,835 2,087,119 3,679,716
(3,139,313 297,511 3,436,824
3,524,038 3,561,947
384,725 3,859,458
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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 en-

terprise funds, which report on the accrual basis, are included in the combined statement of

revenues 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 all
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 the 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 expenditures - budgetary basis

Governmental funds 127,229
Enterprise funds 170,282
Revenues over expenditures - alt funds - budgetary basis ' 287,511

Revenues over expenditures - budgetary basis

Enterprise funds 170,282
Adjustments
Decrease in accounts receivable (39,283)
Increase in grants recetvable 13,190
Decrease in inventory (3,585)
Decrease in accounts payable : 3,339
Increase in deposits (1,864)
Increase in other accrued liabilities (5,826)
Capitalized assets 647,341
Depreciation (68,805)
Debt proceeds (517,119)
Principal payments 19,436
Total adjustments 46,824
Net Change in Position - Enterprise funds 217,106
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CITY OF CREIGHTON, NEBRASKA
NONMAJOR FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN CASH BALANCES
YEAR ENDED SEPTEMBER 30, 2013
(WITH SUMMARIZED TOTALS FOR THE YEAR ENDED SEPTEMBER 30, 2012)

Permanent
Fire " Fund
Department Recycling Hoferer Trust  Total 2012
REVENUES

Taxes 15,971 15,971 14,126
Intergovernmental 26,182 26,182 27210
. Charges for services 2,400 2,400 2,400
Interest 1,700 1,700 760
Other 663 663 1,348
Total revenues 44,516 2,400 46,916 45,844

EXPENDITURES .
Operating 27,940 2,678 30,618 37,418
Capital outlay 2,713 2,713 5,799
Total expenditures 30,653 2,678 33,331 43,217

REVENUES OVER (UNDER})
EXPENDITURES 13,863 (278) 13,585 2,627

- OTHER FINANCING SOURCES :
Transfers in 3,930 3,930 3,930

REVENUES AND OTHER FINANCING

g

SOURCES OVER EXPENDITURES 13,863 3,652 . 17,515 6,557
FUND BALANCES (DEFICIT),

beginning of year 89,158 (97) 86,169 175,230 168,673
FUND BALANCES, end of year 103,021 3,555 86,169 192,745 175,230
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DANA F. COLE & COMPANY, LLP

CERTIFIED PUBUGC ACCOUNTANTS

INDEPENDENT AUDITORS' 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 City Council
City of Creighton, Nebraska

We have audited, in accordance with auditing standards generally accepted in the United States of Ameri-
ca and the standards applicable to financial andits contained in Government Auditing Standards, issued by
the Comptroller General of the United States, the financial statements of the governmental activities, the
business-type activities, and each major fund of the City of Creighton, Nebraska, as of and for the year
ended September 30, 2013, which collectively comprise the City of Creighton, Nebraska's basic financial
statements and have issued our report thereon dated March 31, 2014,

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Creighton,
Nebragka's internal control over financial reporting (internal controf) 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 City of Creighton,
Nebraska's internal control. Accordingly, we do not express an opinion on the effectiveness of the City of
Creighton, Nebraska's internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
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. However, as described in the accompanying schedule of findings and responses, we identi-
fied certain deficiencies in internal control that we consider to be material weaknesses and significant de-
ficiencies.

A deficiency in internal control exists when the design or operation of a control does not aliow 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 2013-001.

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 govern-
ance. We consider the deficiencies described in the accompanying schedule of findings and responses to
be significant deficiencies as items 2013-002, 2013-003, and 2013-004.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Creighton, Nebraska's financial
statements 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
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.

City's Response to Findings

The City of Creighton, Nebraska's responses to the findings identified in our audit are described in the
accompanying schedule of findings and responses. The City of Creighton, Nebraska's responses were not
subjected to the auditing procedures applied in the audit of the financial statements, and accordingly, we
express no opinion on them.

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 City's internal con-
trol or on compliance. This report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City of Creighton, Nebraska's internal control and compliance. Ac-
cordingly, this communication is not suitable for any other purpose.

Wf%%/@d@% [LP

O'Neill, Nebraska
March 31, 2014
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2013-001

2013-002

CITY OF CREIGHTON, NEBRASKA
SCHEDULE OF FINDINGS AND RESPONSES
SEPTEMBER 30, 2013
SEGREGATION OF DUTIES
Criteria
Internal controls should be in place to ensure proper segregation of duties.
Condition
Due to the size of the City, there is limited segregation of duties over bookkeeping and account-
ing functions. The same individual routinely reconciles the bank statements, processes payroll
and accounts payable, makes journal entries, and manages the general ledger functions.
Cause
The City has a limited namber of personnel involved in the accounting functions.
Potential Effect

Because of the lack of segregation of duties, unauthorized transactjons could occur.

Recommendations

Supervisors or a council member could review timecards and document their approval. Consid-
er 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 payroll and accounts payabie. 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 re-
ports 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 con-
siderations continue to review the situation and make improvements.

UTILITY BILLING
Criteria

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

The same individual posts payments, including cash, to customer accounts, enters billing, and
makes adjustments to customer accounts,
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CITY OF CREIGHTON, NEBRASKA
SCHEDULE OF FINDINGS AND RESPONSES
SEPTEMBER 30, 2013 '

2013-002 UTILITY BILLING (Continued)

2013-003

Cause
The City has a limited number of personnel involved in the utility billing function.
Potential Effect

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

Recommendation

Due to limited personnel, it is not feasibie 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 the Clerk periodically review personal or related party accounts. The
City Clerk should aiso consider random checks of accounts for proper billing and payment post-
ings by taking a sample of the meter deposit readings and recalculating 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

Criteria

An organization should have policies and procedures including related internal controls in
place to prepare accurate financia! reports and year-end financial statements including the re-
lated disclosures.

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.
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2013-004

CITY OF CREIGHTON, NEBRASKA
SCHEDULE OF FINDINGS AND RESPONSES
SEPTEMBER 30, 2013
FINANCIAL REPORTING PROCESSES (Continued)
Condition (Continued)
During 2013, monthly financial reports were not reconciled to the general ledger and recon-
ciled to the actua! balances of cash accounts. This report should include all funds and be rec-
onciled at month-end.
Cause
The City has a limited number of personnel and has requested the auditors to prepare the fi-
nancial statements and related notes to the financial statements, in accordance with the basis of
accounting described in Note | to the financial statements.

Potential Effect

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

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. Manage-
ment should carefully review financial statements including disclosures and understand the re-
lationship 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
related disclosures and approves all adjustments.

DOCUMENTATION OF PROCEDURES
Criteria

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

Condition

The City does not have a complefe set of formal accounting policies and procedures and relat-
ed control procedures, including antifraud programs and controls.
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CITY OF CREIGHTON, NEBRASKA
SCHEDULE OF FINDINGS AND RESPONSES
SEPTEMBER 30, 2013
2013-004 DOCUMENTATION OF PROCEDURES (Continued)
Cause
Management has not developed written accounting policies and procedures.

Potential Effect

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

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.

SIGNIFICANT DEFICIENCES REPORTED IN PRIOR YEAR

The above matters were atso reported for the year ended September 30, 2012, in our report dated March 29,
2013.
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