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INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor and City Council
Citv of Valentine, Nebraska

We have audited thc accompanying financial statements of the governmental activitics,
the business-type activities, each major fund, and the aggregate rcmaining fund
information of the City of Valentine, Nebraska, as of and for the ycar ended September
30, 2005 which collectively comprise the City’s basic financial statements as listed in the
tablc of contents. Thesc financial statements are the responsibility of the City of
Valentine’s management.  Our responsibilily 1s to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards gencrally accepted in the
United States of America, the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United Statcs.
Thosc standards require that we plan and perform the audit to oblain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit ncludes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant cstimates made by management, as well as evaluating the
overall financial statement presentation. We believe that owr audit provides a rcasonable
basis for our opinion.

In our opinion, the financial statements rcterred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the busincss-
type activities, cach major fund, and the aggregate remaining fund information of the
City of Valentine, Ncbraska, as of Scptember 30, 2005, and thce changes in financial
position and cash flows, of those activities, units and funds, for the ycar then ended in
conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have issued our report dated
December 7, 2005 on our consideration of City of Valentine’s internal control over
financial reporting and our tests of its compliance with certain provision of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read
in conjunction with this report in considering the results of our audit.
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The management’s discussion and analysis and budgetary comparison information on
pages 3 through 10 and 16 are not a required part ot the basic financial statements but arc
supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquirics of
management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no
opinion on it.

McDERMOTT AND MILLER, P.C.

JIIACl i 0T o Vdet Coy €

Kearney, Nebraska
December 7, 2005



MANAGEMENT’S DISCUSSION & ANALYSIS

As management of the City of Valentine, we offer rcaders of the City of Valentine's
financial statements this narrative overvicw and analysis of the financial activities of the
City ot Valentine for the fiscal year ended September 30, 2005,

Financial Highlights

¢ The assets of the City of Valentine exceeded its liabilitics at the close of the most
recent fiscal year by $9,730,877 (nct assets). The City has a deficit of $241,576
in unrestricted net assets. Unrestricted net assets are used to meet the Cily's
ongoing obligations to citizens and creditors in accordance with the City’s fund
designations and fiscal policies.

» The City of Valentine’s total net assets incrcased by $21.423 in comparison with
the prior year.

o As of the close of the current fiscal year, the City of Valenting’s governmental
funds reported combined ending fund deficit batances ol $(279,437).

¢ At the end of the current fiscal year, unrescrved fund balance for the general fund
was a deficit of $(79,874), or 7.3 percent of total general fund expenditures.

s The City of Valentine’s total debt decreascd by $214,510 during the current [iscal
year.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City of
Valentine’s basic financial statements. The City of Valenting’s basic financial statements
comprise three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements.

Government-wide financial statements. The government-wide financial statcments arc
designed to provide readers with a broad overview of the City of Valentine’s finances, in
a manner similar to a private-sector business.

The statement of net assets presents information on all of the City of Valenting’s assels
and liabilitics, with the difference between the two reported as net assets. Over time,
increascs or decreascs in net assets may serve as a uscful indicator of whether the
financial position of the City of Valentine is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows, Thus, revenues and expenses are reported 1n this statement for some
items that witl only result in cash flows in future fiscal periods (e.g. uncollected taxes and
earned but unuscd vacation leave.)

[S]



Both of the government-wide financial statements distinguish [unctions of the City of
Valentine that arc principally supported by taxes and intergovernmental revenucs
(governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities).
The governmental activitics of the City of Valentine include general government,
swimming pool, street, library, cemetery, park and recreation, airport, library grant,
CMS/TWX, bookmobile, fire sinking, bookmobile reserve, cemetery reserve, strect
rescrve, library reserve and swimming pool reserve. The business-type activitics of the
City of Valentine include landfill, electric, water, and sewer.

The government-wide financial statements can be found on pages 11 & 12 of this report.

Fund financial statements. A fund is a grouping of related accounts that 1s used to
maintain control over resources that have been segregated for specific activitics or
objectives. The City of Valentine, like other state and local governments, uscs fund
accounting to ensurc and demonstratc  compliance  with  finance-related  legal
requirements.  All of the funds of the City of Valentine can be divided mto three
catcgories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the samc
functions reported as governmental activities in the government-wide financial
statements. However, unlike the govermment-wide financial statements, governmental
fund financial statecments focus on near-term inflows and outflows of spendablc
resources, as well as on balances of spendable resources available at the end of the fiscal
year. Such mformation may be useful in evaluating a government’s ncar-term linancial
requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the fong-term
impact of the government’s near-term financing decisions. Both the governmental fund
balance shect and the governmental fund statement of revenucs, expenditures, and
changes in fund balances provide a reconciliation to (acilitate the comparison between
governmental funds and governmental activities.

The City ot Valentine maintains sixteen individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the governmental
fund statement of revenues, expenditures, and changes in fund balances for the genecral
fund, street, airport, fire sinking, and other governmental funds.



The City of Valentine adopts an annual appropriated budget for its general fund and
major special revenue funds. A budgetary comparison has been provided for the general
fund and all major special revenue funds to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 13 & 14 of this
report.

Proprietary funds. The City of Valentine maintains one type of proprietary funds.
Enterprise funds are used to report the same functions presented as business-lype
activittes in the government-wide financial statements. The City of Valentine uses
enterprisc funds to account for its landfill, clectric, water and scwer.

Proprictary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide
separate information for the landfill, electric, water, and sewer all of which arc
considered major funds of the City of Valentine,

The basic proprictary fund financial statements can be found on pages 17 to 19 of this
report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit
ol the partics outside the City of Valentine. Fiduciary funds are not reflected in the
government-wide financial statements because the resources of those funds arc not
available to support the City of Valentine’s own programs. The accounting used for the
fiduciary funds is much like that used for proprictary funds.

The basic fiduciary fund financial statcments can be found on pages 20 & 21 of this
report.

Notes to the financial statements. The notcs provide additional information that 1s
cssential to a full understanding of the data provided in the government-wide and fund
financial statements. The notes to the [inancial statcments can be found on pages 22 to
406 of this report.

Government-wide Financial Analysis
As noted earlier, net asscts may serve over time as a useful indicator of a government’s

financial position. In the case of the City of Valentine, assels excceded liabilitics by
£9,730,877 at the close of thc most recent fiscal year.



By far, the largest portion of the City of Valentine’s net assets (87 percent) reflects its
investment in capital assets {(e.g.. land, buildings, machinery, and equipment); less any
related debt used to acquire those assets that is still outstanding. The City of Valentine
uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the City of Valentine’s investment in its capital
assets 1s reported net of related debt, it should be noted that the resources necded to repay
this debt must be provided from other sources, since capital asscts themselves cannot be
used to liquidate these liabilities,

City of Valentine’s Net Assets
FYE 9-30-2005

Governmental Business-Type Total
Aclivitics Activities
Current & other asscts S 5052068 $ 3,739,124 $ 4,244,392
Capital assets 2.157.262 7,178,630 9,335,892
Total asscts $ 2,662,530 $10,917,754 $13.580),284

Long-term liabilities
Other labilities
Totatl liabilitics

Net assets:

[nvested in capital assets
Net of related debt

Restricted

Unrestricted (deficit)
Total nct asscts

Current & other assets
(Capital asscts
Total assets

Long-term liabilities
Other lLabilities
Total Labilitics

Nel assets:

Invested in capital assets
Nct of related debt

Restricted

Unrestricted (deficit)
Total net assets

$ 1,146,999
655.049

$ 1,267,420
779.933

$ 2,414,425
1,434 982

$ 1,802,048

$ 2,047.359

$ 3.849.407

$1.707.513 $ 5.911.204 $ 7.618.717
0 2,353,736 2,353,736

(847.031) 605,455 (241,576)

S 860,482 $ 8,870,395 S 9.730.877

FYE 9-30-2004

Governmental Business-Type Total

Activitics Activitics

$ 550978 $ 4,002,010 $ 4.553,594
1.927.994 7,041,663 8.969.657

$ 2,478,972 $11,044,279 $13,523.251

$ 1,232,229
525.304

$ 1,781,918
274346

$ 3,014,147
799.650

$ 1,757,533

$ 1,444,240

$ 2,056,264

S 5,644,958

S 3,813,797

§ 7,089,198

0 2,583 391 2.583,391
_(722.801) 759.666 36,865
$ 721,439 $ 8,988,015 $ 9,709,454



At the end of the current fiscal ycar, the City of Valentine is able to report positive
balances in all three categories of nct assets, both for the government as a whole, as well
as for its separate governmental and business-type activities.

e Governmental Activities. Governmental activitics increased the City of
Valentine’s net assets by $139,043, thereby accounting for 649 percent of the total
erowth 1n the net assets of the City of Valentine.

* Business-type Activities.  Busiess-type activities decrcased the City of
Valentine’s nct assets by $(117,620), thereby accounting for (549) percent
decreasc in the net asscts of the City of Valentine.

Financial Analysis of the Government’s Funds

As noted earlicr, the City of Valentine uscs fund accounting to ensurc and demonstrate
compliance with finance-related legal requircments.

Governmental funds. The focus of the City of Valentine’s governmental funds is to
provide information on near-term 1nflows, outflows, and balanccs of spendablc resources.
Such information is uscful in assessing the City of Valentine’s financing requirements.
In particular, unrcserved fund balance may scrve as a uscful measure of a government’s
net resourccs available for spending at the end of the fiscal year.

At the end of the cwrrent fiscal year, the City of Valentine’s governmental (unds reported
combined ending deficit fund balances of $(279,437).

The gencral fund 1s the chief operating fund of the City of Valentine. At the end of the
current fiscal year, unreserved fund balance of the general fund was $(79.874). As a
measure of the general fund’s liquidity, it may be uselul to compare both unreserved fund
balance and total fund balance to total fund expenditurcs. Unreserved fund balance
represents 29 percent of total general [und expenditures.

Proprietary funds. The City of Valentine’ proprietary funds provide the same type of
information found in the government-wide financial statements, but in more detail.

Unrestricted net assets (dcficit) in the respective proprietary funds are Landfill -
$5(493,540), Electric - $900,829, Water - $133,327, and Sewecer - 564,839, The total
growth or (decrcase) in net asscts for the respective proprictary funds was Landfitl -
$(14,246), Electric - $49,038, Water - $(54,714), and Sewer - $(97,698).

General Fund Budgetary Highlights

There were no differences between the original budget and the final amended budget.



Capital Asset and Debt Administration

Capital assets. Thc City of Valentine’s investment in capital assets for its governmental
and business-type activities as of September 30, 2005 amounts to $9.335.892 (nct of
accumulated depreciation). This investment in capital assets includes land, buildings,
improvements other than buildings, equipment, vehicles and infrastructure.

City of Valentine's Capital Assets
(net of depreciation)

FYE 09-30-2005

Governmental Business-Typc Total

Aclivities Activitics
Land S 79,462 $ 0 $ 79462
Buildings 1.202,453 2,635,809 3,838,322
Improvements 351,613 0 351,013
Equipment 327,005 4,542,761 4,809,700
Vehicles 193,171 0 193,171
Infrastructure 3,558 0 3,558
Total $ 2,157.262 S 7,178,630 $9,335.892

FYE 09-30-2004

Governmental Business-Type Total

Activities Activitics
l.and § 79402 $ 0 S 79,462
Buildings 1,250,814 2,099,355 3,950,169
Improvements 06,850} () 66,850
Equipment 356,437 4,342,308 4,698,745
Vehicles 170,684 0 170,684
Infrastructure 3,747 () 3.747
Total $1,927,994 $ 7,041,603 § 8.909,657

Additional information on the City of Valentine’s capital assets can be found in Note 4
on pages 35 & 306 of this report.

Long-term debt. At the end of the current fiscal year, the City of Valentine had total
bonded debt and loans outstanding of $2,414,425.



City of Valentine’s Outstanding Debt

FYE 09-30-2005

Governmental Busincss-type Total
Activities Activities

Vartous Purpose § 685,000 $ - § 685,000
Department of Aeronautics 105,640 - 105,640
Fire building 84,223 - 84.223
Duc to electric fund 66,000 73,713 139713
Equipment loans 130,158 6,008 136,100
Alrport runway loan 60,000 - 60,000
Revenuc Bonds - 565,000 365,000
Department of Environmental

Quality - 407,546 407.540
Department of Agriculture - 215,158 215,158
Total S 1.131.021 $ 1,267,425 S 2,398,446

FYE 09-30-2004

Governmental  Business-type Total
Activitics Activities

Various Purposc S 733,000 5 - S 735,000
Department of Acronautics 131,360 131,360
Fire building 109,712 - 109,712
Due to electric fund 66,000 73,713 39,713
Equipment loans 130,158 11.004 141,252
Aurport runway loan 60,000 - 60,000
Revenue Bonds - 660,000 0O, 000
Department of Environmental

Quality - 425,029 425,029
Department of Agriculture - 226,867 226,867
Total S 1,232,230 S 1,390,703 S 2,028,933

Additional informration on the City of Valentine's long-term dcbt can be found in Notc 4
on pages 36 to 41 of this report.



Economic Factors and Next Year’s Budget and Rates

The increasc in the City of Valentine’s property tax base for the 2005-20006 fiscal yecar
was slightly more than four percent.

These factors were considered in preparing the City of Valentine’s budget for the 2005-
2006 fiscal year.

Requests for Infermation

This financial report is designed to provide a gencral overview ol the City of Valenting’s
finances for all those with an interest in the government’s finances.  Questions
concerning any of the information provided in this report or requests for additional
financial information should be addressed to the City of Valentine, PO Box 177,
Valentine, Nebraska 69201.
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City of Valentine, Nebraska
Statement of Net Assets
September 30, 2005

ASSETS
Current Assets:
Cash and cash equivalents
Investments
Receivables, net
Interest
Taxes-delinquent
Accounts
Special Assessments
Due from country treasurer
Due from other funds
Prepaid Interest
Inventories
Total current assets

Noncurrent assets:

Restricted cash and cash equivalents

Restricted investments

Capital Assets, net
Land
Buildings
Improvements
Equipment
Vehicles
Infrastructure

Bond issue costs

Total noncurrent assets
Total assets

LIABILITIES
Cash, deficit, unrestricted
Accaunts payable and other
current liahilities
Accrued interest payable
Customer deposits
Noncurrent liabilities:
Deferred Revenue Assessments
Due within one year
Due in more than one year
Accrued closure and postclosure costs

Total liabilities

NET ASSETS

Invested in capital assets,
net of related debt

Restricted net assets

Unrestricted {deficit)

Total net assets

Primary Government

See accompanying notes to the financial statements.
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Governmental  Business-type

Activities Activities Total
$ - 5 101,679 $ 101,679
234,501 200,094 434 595
717 14,076 14,793
64,229 - 64,229
- 453,657 453 657
105,232 72,247 177.479
75,822 - 75,822
- 141,798 141,798
12,517 - 12,517
- 325,331 325,331
$ 493,018 $ 1,308,882 3 1,801,900
5 -3 556,251 $ 556,251
- 1,866,765 1,866,765
79,462 - 79,462
1,202,453 2,635,869 3,838,322
351,613 - 351,613
327,005 4,542,781 4,869,766
193,171 - 193,171
3,558 - 3.558
12,250 7,226 19,476
$ 2,169,512 $ 9,608,872 $ 11,778,384
$ 2662530 $ 10,917,754 $ 13,580,284
$ 598,282 $ 131,598 b 729,880
42,032 93,084 135,126
14,734 25,207 39,941
- 69,280 69,280
- 64,797 64,797
144,754 140,221 284,975
1,002,246 1,127,204 2.129,450
- 395,958 395,958
$ 1,802,048 $ 2,047,359 $ 3,849 407
$ 1,707,512 $ 5,911,205 $ 7618717
- 2,353,736 2,353,736
(847,030) 605,454 {241,576)
$ 860482 § 8870335 § 9,730,877



City of Valentine, Nebraska
Statement of Activities
For the Year Ended September 30, 2005

Nat (Expense) Revenue and Changes in Net Assets

Program Revenuss Primary Government

Operating Capital Grants
Charges for Grants and and Governmental Business-type
Functions/Programs Expenses Services Contributions  Contributions Activities Activities Total
Primary government:
Governmental activities:
General government S 1,046,000 S 38844 § 180,000 § -8 1827,158) § - 3 (827,156}
Swimming pool 18,038 250 - - (17,778) - {17,778)
Street 336,046 9,625 - - {326,421) - (326.421)
Library 83.210 5,877 8,279 - (69,054) B {69,054)
Cemetery 30,363 21,915 - - (8,448) - (8,448}
Park and recreation 136,237 11,087 - - (125,150) - {125,150}
Airport 183,067 108.274 283,344 - 208,551 - 208,551
Library grant - - - - - - -
CMS/TWX - - - - - - -
Bookmobite 59,879 52,133 - - 2,254 - 2.254
Fire sinking 10,861 - - - (10,561} - {10,8681)
Bookmobile reserve - - - - - - -
Cemetery reserve - - - - - - -
Street reserve - - - - - - -
Library reserve - - - - - - -
Swimming pool reserve - - - - - - -
Total governmental activities 5 1,803701 % 258015 & 471623 § - % (1.174.063) % - % {1,174,063)
Business-type activities:
Water 3 319768 8§ 3240086 % - 8 - § -8 4,237 % 4,237
Sewer 263,114 207,628 - - - 155,486) (55,436)
Eiectric 2,389,933 2.599.413 - - - 229,480 229,480
Landfill 406,965 401.421 - - - (5.544) {5.544)
Total business-type activities § 3359781 § 3532488 S - S - 3 - 3 172687 § 172,687
Total primary government $ 5263482 § 3790483 § 471623 § - § (1174.083) $ 172687 % {1.001,376)
General revenues:
Taxes:
Property taxes S 468,752 % -8 468,752
Occupation taxes 7,000 - 7000
Motor vehicle taxes 105,985 - 106.985
State taxes 273893 - 273,693
Miscellangous 94214 - 94,214
Unrestricted investment earnings 11,327 80.528 72,155
Transfers _ 351,135 (351,135) -
Total gereral revenues and transfers §.1.313106  § (290,307  § 1,022,799
Change in net asseats S 139.043 8 {117.820; § 21,423
Net assets - beginning ‘ 721,439 5.988 015 ©.709.454
Net assets - ending 3 ... 8004 § 3870395 & 5,730,877

See accompanying notes to the financial statements



ASSETS

Cash and cash equivalents

Cash on hand

Investments

Receivables, net
Taxes-delinquent
Special assessments
Due from county treasurer
Interest

Prepaid interest

Total assets

LIABILITIES AND FUND BALANCE

Liabilities:
Cash deficit
Accounts payable
Accrued payroll
Accrued compensated absences
Notes payable
Matured bonds payable
Accrued interest payable

Total liabilities

Fund balances:
Reserved for:
Debt service
Unreserved, reported in:
General fund
Special revenue funds
Total fund balances (deficit)
Total liabilities and fund balances

City of Valentine, Nebraska
Balance Sheet

Governmentat Funds

September 30, 2005

See accompanying notes to the financial statements.
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Other Total
Governmental Governmental
General Street Airport Fire Sinking Funds Funds
$ -5 -8 -8 -3 - :
- - - - 100 100
- - - - 234,401 234,401
37,053 - 3.642 5,280 18,254 64,229
- 105,232 - - - 105,232
30,359 22,865 3,549 4,331 14,678 75,822
- - - - 717 717
- 12,517 - - - 12517
$ 67,452 % 140614 % 7191 § 9611 § 268,150 § 493,018
$ 121416 3 113,466 $ 101,906 $ 53,643 $ 207,851 3 598,282
2,916 32 3,335 - 7,423 13,706
10,847 2,683 - - 2,183 15,713
12,147 1,270 29,597 486,740 - 89,754
- 55,000 - - - 25,000
$ 147,326 $ 172,451 $ 134,838 $ 100,383 % 217,457 $ 772,455
5 - 5 - 3 - 8 - 8 - % -
(79,874) - - - - (79,874)
- (31,837) (127,647} {90,772} 50,693 {199,563)
$ (79.874) $_(31,837) $(127.647) $ (90,772} $ 50,693 $ (279.437)
$ 67452 $ 140614 $ 7191 $ 9611 $ 268,150
Amounts reported for governmental activities in the statement of net
assets are different because:
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds 2,169,512
Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the funds
Expenses reported in the statement of activities that do not
require the use of current financial resources and, therefore,
are not reported as expenditures in the funds (27.347)
Long-term liabilities, including bonds payable, are not due and
payable in the current period and therefore are not
reported in the funds. ___U._002$246)
Net assets of governmental activities 3 85}1&%




City of Valentine, Nebraska

Statements of Revenues, Expenditures, and Changes in Fund Balances

REVENUES
Property taxes
Motor vehicle
State tax
Occupation tax
Program revenue
Investment income
Other

Total revenues

EXPENDITURES
Current operating:
Personnel expenses
Contractual obligations
Operating expenditures
Supplies
Capital Cutlay
Debt service:
Principal
Interest
Total expenditures

Excess {deficiency) of revenues over
(under} expenditures

OTHER FINANCING SOURCES (USES)
Proceeds of refunding bonds
Loan proceeds
Transfers in
Transfers out

Total other financing sources (Uses)

Net change in fund balances {decrease)

Fund balances-beginning
Fund balances-ending

See accompanying notes to the financial statements.

Governmental Funds

For the Year Ended September 30, 2002

Cther Total
Governmentat Governmental

General Funad Street Fund Adirport Fire Sinking Funds Funds
5 287,790 - 27074 § 39135 % 134,753 % 468,752
- 106,985 - - - 106,985
26,218 247,478 - - - 273,693
7,000 - - - - 7,000
218,844 9,625 391,618 - 109,551 729,638
2,480 1,984 4 3 6,862 11,327
72,861 10,665 - - 10,688 94,214
$ 585190 376,737 418696 § 39132 % 261,854 S 1,681,609
S 564,797 151,104 4,336 S -5 98,288 % §18,525
32,629 8,754 304 - 44,072 85,759
404,541 135,867 145,161 - 160,635 846,204
13,301 3.856 1.167 - 7.752 26,078
60,005 21,082 288,810 - 6,142 376,839
14,120 56,270 24,100 46.740 - 141,230
238 22,330 2,805 11,008 - 36,982
$ 1.089.632 399,883 467483 § 57748 § 316,888 5 2331615
S (494.442) {23,126) (48787) S __{18.618} § (55,035) § (640,006)
] - - - 5 - 3 - 8 -
37,568 - - - - 37,568
351,135 - - - - 351135
S 388703 - - 5 - 8 - $ 388,703
{105,739} (23.126) (48,787) (18,616) {55,035) {251,303)
25,865 (8,711 (78,860) (72,156) 105,728 (28,134)
$._. (78.874) (31,837} (127.647) $  (90772) § 50,693 & (279,437}
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City of Valentine, Nebraska
Recaonciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Year Ended September 30, 2005

Amounts reported for governmental activities in the statement of activities (page 11) are
different because:

Net change (decrease) in fund balances - total governmental funds (page 14) $ (251,303}

Governmental funds report capital outlays as expenditures. However. in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation and amortization expense. This is the
amount by which capital outlays exceeded depreciationfamortization in the
current year. 228,043

The net effect of various miscellaneous transactions involving capital assets
(i.e., sales, trade-ins, and donaticns) is to increase net assets. -

The issuance of long-term debt {e.g., bonds, leases) provides current financial
resources to governmental funds, while the repayment of the principal of
long-term debt consumes the current financial resources cof governmental funds.
Neither transaction, however, has any effect on net assets. Also. governmental
funds repaort the effect of issuance costs, premiums, discounts, and similar items
when debt is first issued, whereas these amounts are deferred and amortized in
the statement of activities. This amount is the net effect ot these differences in
the treatment of fong-term debt and related items. 103,662

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds. 58 641

Change in net assets of governmental activities $ 139,043

See accompanying notes to the financial statements.

15



City of Valentineg, Nebraska

Primary Government Funds

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget to Actual
For the Year Ended September 30, 2005

Variance with

Final Budget-
Budgeted Amounts Positive
Criginal Final Actual (Negative)
REVENUES
Taxes;

Property 3 469,847 § 469,847 % 469187 § (660)
Motor Vehicle 75,000 75,000 108,292 33,292
Other 410,334 410,334 249 186 (161,148}
Operating revenues 2,557,710 2,557,710 760,472 (1,797,238)
Highway allocation 231,556 231,556 245,478 13,922
Transfers in 610,310 610,310 351,135 {259,175}

Total revenues $ 4354757 % 4354757 % 2,183,750 § (2,171,007)
EXPENDITURES
General government $§ 1020878 & 1020978 $ 1,079,104 % {49,1286)
Swimming pool 50,767 59,787 7.679 52,088
Street 902,130 902,130 469,570 432 560
Library 100,708 100,708 90,506 10,202
Cemetery 91,875 91,875 31,813 60,062
Park and recreaticn 323,460 323,460 125,484 197,476
Airport 1,386,065 1,386,065 427,715 958,350
Library grant - - - -
CMS/TWX - - - -
Bookmobile 69,620 69,620 57.838 11,782
Fire sinking 56,497 56,497 56 497 -
Bookmobile reserve - - - _
Cemetery reserve 9,000 9,000 - 9,000
Street reserve 103,113 103,113 - 103,113
Library reserve - - - -
Swimming pool reserve - - - _7 -
Total expenditures $ 4,132,213 5 4132213 % 2,346,706 § 1673,394
Excess (deficiency) of revenues
over {under) expenditures $ 222544  § 222544 % {(162,956) $ (497.613)
Fund Balances (deficit) - beginning {cash basis) 52,788 52,788 (28,134) -
Fund Balances - ending (cash basis) 3 275332 § 275332 % (191,080) $  (497.613)
Basis of accounting reconciliation (88,347)
Fund Balances (deficit} - ending (modified accrual basis) $  (279.437)

See accompanying notes te the financial statements.
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ASSETS
Current assets:
Cash and cash equivalents
Investments
Receivables, net
Interest
Accounts
Assessments
Due from other funds
Inventories
Total current assets

Noncurrent assets:

Restricted cash and cash equivalents
Restricted investments
Capital assets, net

Buildings

Equipment
Bond issue costs, net

Total noncurrent assets
Total assets

LIABILITIES

Current liabilities:
Cash, deficit, unrestricted
Accounts payable
Accrued payroll
Accrued compensated absences
Customer deposits
Accrued closure and postclosure costs
Sales tax payable
Accrued interest payable
Deferred Revenue Assessments
Bonds, notes, and loans payable

Total current liabilities

Nencurrent liahilities:
Deferred Revenue Assessments
Bonds, notes, and loans payable

Total noncurrent liabilities
Total liabilities

NET ASSETS

Invested in capital assets,
net of related debt

Restricted net assets

Unrestricted

Total net assets

City of Valentine, Nebraska

Statement of Net Assets
Proprietary Funds
September 30, 2005

Business-type Activities

Water Sewer Electric Landfill Total
$ 41439 $ 60240 % - % - % 101879
- - 200,094 - 200,094
491 - 13,585 - 14,076
59,215 27,230 330,043 37,169 453,657
23,641 48,606 - - 72247
- - 141,798 - 141,798
47 453 - 277 878 - 325331
$ 172236 $ 136076 $ 983398 3 37,168 § 1,308,882
$ 23542 $ 259009 $ 45738 § 227962 $ 556,251
227 847 - 1,638,918 - 1,866,765
231,342 1,601,613 129,568 673,346 2,635,869
715,262 529,017 2,761,625 536,857 4,542 7561
- - 7.226 - 7,226
$1,197,983 52389639 $4583075 $1438165 §$ 9,608,872
$1,370,232 $2525715 $5546473 $1475334 510,917,754
$ - % -5 28155 §F 103443 5 131598
446 25,026 6,948 17,341 49,761
2 657 1,745 3,373 815 8,590
5110 2,400 10,280 3.952 21,742
23,542 - 45,738 - 69,280
- - - 395,958 395 958
1,950 S10 10,141 - 13,001
5,108 - 10,898 9,201 25,207
2,627 8,231 - - 10,858
19,283 - 100,000 20,938 140,221
$ 60,723 5 38312 & 215533 $ 551648 5 866,216
$ 21014 % 32925 3§ - 5 - % 53,939
392,186 - 465,000 270,018 1,127,204
$ 413200 $ 32925 § 465000 § 270018 § 1,181,143
$§ 473923 § 71237 § 680533 § 821666 § 2047359
$ 535135 $2130,630 $2326193 § 919247 $ 50911205
227 847 259,009 1,638 918 227 862 2,353,736
133,327 64,839 500,829 {493,541) 605,454
$ 896,309 $2454478 $4865940 § 653,668 § 8.870,395

See accompanying notes to the financial statemenits.
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Operating revenues:
Charges for services:
Sales
Miscellaneous

Total operating revenues

Operating Expenses:
Personnel services
Contractual obligations
Utilities
Repairs and maintenance
Other supplies and expenses
Insurance claims and expenses
Depreciation and amortization expenses
Total operating expenses

Operating income {loss)

Nonoperating revenues {expenses)
Investment earnings
Interest expense

Total nonoperating revenues (expenses)
Income (loss) before transfers

Transfers out

Change in net assets (decrease)
Total net assets - beginning

Total net assets - ending

City of Valentine, Nebraska
Statement of Revenues, Expenses, and Changes in Net Assets

Proprietary Funds
For the Year Ended September 30, 2005

Business-type Activities

Water Sewer Electric Landfill Total
311,626 § 195403 $2,565731 $262,068 § 3,334,828
12,380 12,225 33,682 139,353 197,640
324006 § 207,628 $2,599413 $401,421 § 3,532,468
138921 & 79,138 % 133643 % 53179 §  404.881
6,806 4,454 45,442 169,495 226,197
51,079 28,751 1,908,547 966 1,989,343
11,048 40,287 10,883 17,640 79,858
31,418 21,504 64,241 107,197 224 360
13,986 14,593 16,651 10,987 56,217
49,535 74,385 160,988 36,741 321,650
302793 % 283,113 $2,340,395 $396205 $ 3,302,506
21213 § (55485) $ 259018 $ 5216 § 229962
4909 % 2346 $ 47276 S 6207 % 60,828
(16,977) - (29,539) (10,759) {57,275)
(12,068) §$ 2346 $ 17737 $§ (4462) § 3,553
9145 $ (53,139) § 276,755 § 754 % 233515
(63,859) $ (44,559) § (227,717) $ (15,000) $ (351,135H)
(54,714) $ (97,698) $ 49038 $ (14248} $ (117,620)
951,023 2,552,176 4,816,902 667,914 8,988,015
896,309 $2,454478 $4,865940 $653668 § 8,870,395

See accompanying notes to the financial statements.
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City of Valentine, Nebraska

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users
Payments to suppliers
Payments to employees
Repayment of loans to other funds

Net cash provided (used) by operating activities

ACTIVITIES
Transfer to other funds
Net cash provided (used) by ncncapital
financing activities

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES

Purchases of capital assets

Proceeds from new debt

Principal paid on capital debt

Interest paid on capital debt

Net cash provided (used) by capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interast and dividends received
Transfer to restricted assets account
Proceeds from Sales and Maturities of Investments

Net cash provided (used) by investing activities
Net increase in cash and cash equivalents

Beginning cash and cash equivalents
Ending cash and cash equivalents

Reconciliation of operating income (loss) to net cash

provided (used) by operating activities
Operating income (loss)

Adjustments to reconcile operating income to net cash

provided {used) by operating activities:
Depreciation expense
Amaortization expense
Closure/Post-closure accrual
Bad-debt write-off

Change in assets and liabilities:
Receivables, net
Inventories
Accounts and other payables
Accrued expenses

Net cash provided by operating activities

See accompanying notes to the financial statements.

Statement of Cash Flows
Proprietary Funds
For the Year Ended September 30, 2005

Business-type Activities

Water Sewer Electric Landfill Total
$ 207216 § 217238 $2577.681 $ 406507 $3.498.642
(87,568) (94,550)  (2,043,404)  (336,684)  (2,562,206)
(151,355) (86,468)  (144,720) (56,728)  (439,271)
- - 3,851 - 3881
$ 58293 §$ 36220 § 393,408 $ 13,005 $ 501,016
$ (63.859) § (44.550) § (227.717) $ (15.000) $ (351.135)
$ (63.859) $ (44,559) $ (227.717) § (15000) $ (351.135)
$ (5839) § (6618) $ (77,300) $ (95.708) $ (185,465)
(18.718) ; (95,000) (15,560)  (129,278)
(16.977) . (31,340) {10,759} (59.076)
S (41.534) $  (6,618) $ (203.640) § (122.027) S (373.819)
$ 456 $ 2346 5 1169 § 6297 & 10268
$ 456§ 2346 $ 1169 $ 6297 $ 10,268
$ (46,644} $ (12611) $ (36780) $ (117,635 $ (213,670)
88,083 72851 8,625 (33784) 135775
$ 41,439 § 60240 5 (28,155) B (161.419) $ (77,8909}
$ 21213 § (55485) $ 250018 $ 5216 $ 220962
49,535 74,386 159,236 36,741 319,898
: - 1,752 - 1.752
- . - 12,156 12,156
(26.790) 9,609 (17.881) 5,086 (29,976)
6.142 i (1.144) - 4,998
(2,998) 23,270 2.701 (42,555) (19.582)
11,191 (15.560) (10,274 (3.549) __ (18,192)
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City of Valentine, Nebraska

Staternent of Fiduciary Net Assets

Fiduciary Funds
September 30, 2005

Queen
Jackson Perpetual Sales Time Fines &
Memorial Care Tax Capsule Licenses Total
ASSETS
Cash and cash equivalents $ 57,080 % 133,878 12,675 9,490 4,576 217,697
Investments, at fair value - - - - - -
Total assets $ 57080 § 133,876 12,675 9,490 4 576 217,697
LIABILITIES
Accounts Payable $ - % - - - - -
Deferred Investments - - - - - -
Total liabilities 3 - 5 - - - - -
NET ASSETS
Held in trust for various purposes $ 57,080 $ 133,876 12,675 9,490 4,576 217,697

See accompanying notes to the financial statements.
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ADDITIONS
Contributions:

Endowment funds received
Perpetual care receipts
Sales tax collections
Licenses issued
Miscellaneous

Total contributions

Investment income:
Net appreciation {depreciation)
in fair value of investments,
interest and dividends
Total investrment income
Less investment expense

Net investment iIncome
Other additions-loan payments

Total additions

DEDUCTIONS
Sales tax
Commissions
Payments to schools
Miscellaneous
Transfers out

Total deductions

Net increase (decrease)
Net assets-beginning of year

Net assets-end of year

City of Valentine, Nebraska
Staternent of Changes in Fiduciary Net Assets
Fiduciary Funds
For the Year Ended September 33, 2005

Queen
Jackson Perpetual Sales Time Fine &
Memorial Care Tax Capsule Licenses Total
$ 17,418 5 - $ - b - $ - $ 174186
- 1,200 - - - 1,200
- - 142,033 - - 142,033
- - - - 2,765 2,765
- - 384 - - 384
$ 17416 b 1,200 $ 142,417 $ - S 2765 $ 163,798
3 - $ - $ - $ 282 $ - $ 282
- - - 282 - 282
3 - % - 8 -5 282 % -5 282
5 17.418 3 1,200 S 142417 3 282 $ 2,765 3 164,080
$ - 5 - $ 140845 S - % - § 140,845
- - 800 . - 900
- - - - 2,825 2,825
- - - - 190 190
5 - $ - 3 141,745 3 - 3 3,015 S 144,760
$ 17418 S 1,200 b 572 5 282 3 (250) § 19,320
39,664 132,676 12,003 9,208 4,826 198,377
$ 57,080 $ 133,876 $ 12,675 $ 5490 $ 4576 5 217,697

See accompanying notes to the financial statements.
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Note 1.

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies
A. Reporting entity

The City of Valentine, Ncbraska operates under a Council-Manager form
of government and provides the following services as authorized by its
charter: public safety (police and civil defense), highways and strects,
health, planning and zoning, culture-recreation, parks, and general
administrative scrvices.

B. Government-wide and fund financial statements

The government-wide financial statements (1.c., the statement of net assets
and the statement of changes in net assets) report information on all of the
nonfiduciary activities of the primary government and its component units.
For thc most part the effect of interfund activity has been removed from
thesc statements, Governmental activities, which normally arc supported
by taxcs and intergovernmental revenues, arc reported scparately from
husiness-type activities, which rely to a significant extent on fees and
charges for support.

The statement of activitics demonstrates the degree to which the direct
cxpenscs have a given function or a segment is offset by program
revenues. Direct expenses arc thosc that are clearly tdentifiable with a
specific function or segment. Program revenues melude 1) charges to
customers or applicants who purchase, usc, or directly benefit {rom goods,
scrvices, or privileges provided by a given function or scgment and 2)
grants and contributions that are restricted to mecting the operational or
capital requirements of a particular function or scgment. Taxes and other
items not properly included among program revenucs are reported instcad
as general revenues.

Separatc financial statcments are provided for governmental funds,
proprietary funds, and fiduciary funds, even though the latter are cxcluded
from the government-wide financial statements.  Major imdividual
governmental funds and major individual enterprise funds arc rcported as
separate columns in the fund financial statements.
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Nolc 1.

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

C. Measurement focus, basis of accounting, and financial
statement presentation

The government-wide financial statements are reported using  the
economic resources measurement focus and the wccrual basis of
accounting, as arc the proprietary fund and fiduciary fund financial
statements.  Revenues are recorded when earned and cxpenscs are
recorded when a liability 1s incurred, regardless of the timing of related
cash flows. Property taxcs are recognized as revenues n the year for
which Govermmental fund financial statements are reported using the
current financial resources measurement focus and the modified aeerual
hasis of accounting. Revenues arc recognized as scon as they are both
meastrable and available. Revenues are considered o be availahie when
they are collectible within the current period or soon cnough thercafter to
pay liabilities of the current period.  For this purpose, the government
considers revenucs to be available if they are collected within 30 days of
the end of the current fiscal period. Expenditures gencrally are recorded
when a liability 1s incurred, as under accrual accounting. However, debt
scrvice expenditures, as well as expenditures related to compensated
balances and claims and judgments, are recorded only when payment s
duc.

Property taxes, occupation laxes, and intercst associated with the current
fiscal period are all considered to be susceptible to accrual and so have
been recognized as revenues of the current fiscal period. Only the portion
of spccial assessments receivable due within the current fiscal period is
considered to be susceptible to accrual as revenue of the current period.
All other revenuc items are considered to be measurable and availablc
only when the City recerves cash.

The City reports the following major governmental funds:
The general fund is the City’s primary operating fund. It accounts for all
financial resources of the general government, except those required to be

accounted for in another fund.

The street fund is used to account for the financing and construction of
major street improvement projects.
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Note 1.

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

The airport fund is used to account for the financing of the airport
operations.

The fire sinking fund 1s used to account for the financing of the fire
building and fire department pumper truck purchascs.

The City reports the following major proprietary funds:

The landfill fund is used to account for the activities neccessary for the
provision of garbagce disposal services to City residents,

The electric fund 1s used o account for all activities necessary for the
provision of clectrical services to City residents.

The sewer fund 1s used to account for all activities necessary for the
provision of sewer services to City residents.

The swater fund 1s used to account for all activitics necessary for the
provision of water services to City residents.

Addittonally, the City reports the following fund types:

The Queen Juckson Memorial fund accounts lor all investment monies
reccived from Queen Jackson estate’s trust for the direet benefit, welfare,
and convenience of the public in projects and purposcs such as
improvements and maintenance of the City Park. library, cemetery and or
any other public project.

The Perpetual Carce fund accounts for the current and future
improvements necessary lor the upkeep of the cemetery.

The sales rax fund accounts for sales tax collections madc on taxable sales
on behalf of the State of Nebraska. The sales tax collections are held in
this agency fund until transmitted to the State of Nebraska each month.

The time capsule fund accounts for the CD invested on its behalf to draw
intcrest annually.

The fines and licenses fund accounts for the {ines and licenses paid by the
residents of the city.
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Note 1.

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAIL STATEMENTS

Summary of Significant Accounting Policies (continued)

Private-sector standards of accounting and financial reporting issued prior
to December 1, 1989, gencrally are followed in both the government-wide
and proprietary fund financial statements to the extent that those standards
do not conflict with or contradict guidance of the Govermmental
Accounting Standards Board. Governments also have the oprion of
following subsequent private-sector guidance for their busincss-type
activities and cnterprise funds, subject to this same limitation. The City
has elected not to follow subsequent private-sector guidance.

As a general rule the effect of interfund activity has been climinated rom
the government-wide financial statements. Exceptions to this general rule
are payments-in-licu of taxes and other charges between the City’s waler,
sanitary sewer, solid waste disposal facility functions, and various other
functions of the City. Elimination of thesc charges would distort the direct
costs and program revenues for the various functions concerned.

Amounts reported as program revemies include 1) charges (o customers or
applicants for goods, services, or privileges provided, 2) operating grants
and contributions, and 3) capital grants and contributions, including
special assessments.  Internally dedicated resources are reported as
general revenues rather than as program revenucs. Likewise, general
revenues include alf taxes.

Proprietary funds distinguish operating revenues and cxpenses [rom
nonoperating items.  Operating revenues and cxpenses generally result
from providing services and producing and delivering goods in connection
with proprietary fund’s principal ongoing operations. The principal
operating revenues of the City’s enterprise funds are charges to customers
for sales and services. Operating expenses for enterprise funds include the
cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition arc
reported as nonoperating revenues and expenscs.

25



Note 1.

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

The preparation of financial statements requircs management to make
estimates and assumptions that affect the reported amounts of asscts and
liabilities and disclosure of contingent asscts and liabilities at the date of
the financial statements and reported amounts of rcvenues and expenses

during the reporting period.  Actual results could differ from thosc
estimates.

D. Assets, liabilities, and net assets or equity
1. Deposits and investments

The City’s cash and cash equivalents are considered to be cash on hand,
demand dcposits, savings accounts, certificates of deposit, and short-term
investments with original maturities of three months or less from the date
of acquisition.

State statutes authorize the City to invest in bonds and debentures issued
by any of the twelve federal land banks, the twelve intermediate credit
banks, or the thirtecn banks for cooperatives under the supervision of the
Farm Credit Administration, or in interest bearing bonds or the obligations
of the United States.

Investments for the City, as well as for component units, arc reported at
fair value.

2. Receivables and pavables

Activity between funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year arc referred to as
either “due to/from other funds™ {(i.e., the current portion of interfund
loans) or “advances to/from other funds™ (i.e., the non-current portion of
interfund loans).  All other outstanding balances between funds are
reported as “duc to/from other funds™.

Advances between funds, as reported in the fund financial statements, are
offsct by a fund balance reserve account in applicable governmental funds
to indicate that they are not available for appropriation and are not
expendable available financial resources.

20



Note 1.

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

All property tax reccivables are shown net of an allowance for
uncollectibles. Trade accounts receivable in excess of 120 days comprisc
the trade accounts receivable allowance for uncollectibles. The property
tax rcceivable allowance is equal to 1 percent of outstanding property
taxes at September 30, 2005.

Property tax requirements arc submitted to the Cherry County Clerk on or
before September 20 of each year, to be levied by the Cherry County
Board of Supervisors by October 15 on the property values asscssed as of
the same datc. The tax levy notice is mailed in December with the first
hatf payment due on May 1 and the second half payment duc on
September 1. Unpaid taxes at September 30 become licns on the
respective properly and arc classified in the financial statements as
delinquent taxes receivable.

3. Inventories and prepaid items

All inventories are valued at cost using the first-in/first-out (FIFQ)
method. Inventories of governmental funds are recognized as
expenditures in governmental funds and expenses in proprictary funds
when consumed.

Certain payments to vendors reflect costs apphicable to future accounting
periods and arc recorded as prepaid items in both government-wide and
fund financial statements.

4, Restricted assets
Certain resources of the City’s water, sewer, and electric enterprise funds
are set aside for the repayment of long-term debt and revenuc bonds. ‘The

“restricted cash and cash equivalents” account 1s used to scgregale
resources accurmnulated for long-term debt and revenue bond payments.
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Note [.

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies {continued)

5. Capital assets

Capital assets, which include property, plant, and equipment, arc reported
in the applicable governmental or business-type activities columns in the
government-wide financial statements. The government defines capitai
asscts as assets with an initial, individoal cost of more than $250.00 and an
estimated useful life in excess of onc year. Such assets are recorded at
historical cost or cstimated historical cost if purchased or constructed.
Donated capital assets arc recorded at cstimated fair value on the date of
donation.

The costs of normal maintenance and repairs that do not add to the value
of the asset or materially extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as the
projects are constructed.

Property. plant, and equipment of the primary government, as well as the
component units, arc depreciated using the straight Iine method over the
following estimated useful lives:

Assels Years

Buildings 25-50

Improvements other than buildings 10-50

Equipment 3-20

Vehicles 5-10
6. Compensated absences

It is City’s policy to permit employees to accumulate earned but unused
vacation, compensation, and medical pay benefits. Therc 1s an cstimatc
for a liability for unpaid accumulated vacation, compensation, and medical
leave. At the beginning of each calendar year, employees arc allowed to
carry forward unused vacation hours. Upon resignation or retirement, this
benefit is paid in full to the employee. All medical pay benefits arc
accrued when incurred in the government-wide, proprietary, and fiduciary
fund financial statements. A liability for these amounts is reported;
however, these benefits cease upon resignation or retirement.
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Note 1.

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)
7. Long-term obligations

In the government-wide financial statements, and proprietary fund types in
the fund financial statements, long-term debt and other long-term
obligations arc reported as Hhabilitics in the applicable governmental
activities, business-type activitics, or proprietary fund type statement of
net assets. Bond premiums and discounts, as well as issuance costs, arce
deferred and amortized over the life of the bonds using the ceffective
iterest method. Bonds payable are reported net of the applicable bond
premium or discount. Bond issuance costs arc reported as deferred
charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond
premiums and discounts, as well as bond issuance costs, during the current
period. The face amount ol debt issued 1s reported as other linancing
sources. Premiums received on debt issuances arc reported as other
financing sources while discounts on debt issuances are reported as other
financing uses. Issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as debt scrvice expenditures.

8. Fund equity
In the fund financial statements, governmental funds report reservations of
fund balance for amounts that are not available for appropriation or arc
legally restricted by outside parties for use for a specific purposc.
Designations of fund balance represent tentative management plans that
arc subject to change.

9. Comparative data/reclassifications

Comparative data for the prior year has not been presented.

29



Note 2.

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Reconciliation of government-wide and fund financial statements

Explanation of certain differcnces bhetween the governmental fund
statement of revenues, expenditures, and changes in fund balances and
the government-wide statement of activities

The governmental fund balance sheet includes reconciliation between fund
balance — total government funds and net assets — governmental activities as
reported in the government-wide statement of net assets. Onc clement of
that reconciliation explains, “long-term liabilities, including bonds payablc
are not due and payable in the current period and thercfore arc not reported
in the funds.” The details of this $1,002,246 difference are as follows:

Bond payable, long-term $ 1,002,246

The governmental fund statement of revenucs, expenditurcs, and changes in
fund balances includes reconcihiation between ner changes in fund balances
~ total governmental funds and changes in net assets of governmental
activities as reported in the government-wide statement of activities, One
element of that reconciliation explains that “Governmental funds report
capital outlays as expenditures. However, in the statement of activitics the
cost of those assets 1s allocated over their estimated uscful lives and reported
as depreciation expense.”  The details of this $228,043 difference are as
follows:

Capital outlay $ 376,839
Depreciation expense (147.571)
Amortization expense {1,225)

Net adjustment {o increase net changes in fund balances -
total governmental funds to arrive at changes in net assets
of governmental activities S 228.043

Another element of that reconciliation states “The net effect of various
miscellancous transactions involving capital asscts (i.c., sales, trade-ins, and
donations) is to increcase net assets.” The details of this $0 difference are as
follows:

In the statement of activities, only the gain on the sale of capital assets is
reported. However, in the governmental funds, the proceeds from sales
increase financial resources. No significant sales of assets occurred in the
year ending September 30, 2005.
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Note 3.

CITY OF YALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Reconciliation of government-wide and fund financial statements
(continued)

Another element of that reconciliation states that “The issuance of long-
term debt (e.g.. bonds, leases) 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 cffect on net assets. Also, governmental
funds report the effect of 1ssuance costs, premiums. discounts, and similar
items when debt 1s first issued, whereas these amounts are deferred and
amortized in the stalement of activities.”™ The details of this S103.662
difference are as follows:

Principal repayments:

General obligation bond debt $141,230
Issuance of new bonds -
Loan proceeds (37,568)

Net adjustment to increase net changes in fund balances -
total governmental funds to arrive at changes in net assets
of governmental funds $103.662

Another clement of that reconeiliation states that “Some expenses reported
in the statement of activitics do not require the usc of current financial
resources and therelore are not reported as expenditures in governmental
funds.” The details of this $58,641 difference are as follows:

Compensated absences $ 55,643
Accrued interest 2,998

Net adjustment to increase net changes in fund balances -
total governmental funds to arrive at changes in net assets
of governmental funds $ 58,641

Stewardship, compliance, and accountability
A. Budgetary information
Annual budgets are adopted on a basis consistent with the Ncbraska

Budget Act. The Nebraska Budget Act requires that the City adopt its
budget on a cash basis. All annual appropriations lapsc at fiscal year end.
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NOTES TO FINANCIAL STATEMENTS

Stewardship, compliance, and accountability (continued)

On or before mid-May of each year, all departments and divisions of the
City submit requests for appropriation to the City administrator so that a
budget may be prepared. Before July 31, the proposed budget 1s presented
to the City Council for review. The City Council holds public hearings

and a final budget must be prepared and adopted no later than Scptember
20.

The appropriated budget 1s prepared by fund, function, and department.
The City’s department heads may make transfers of appropriations within
a fund with the City Manager’s approval. Transfers of appropriations
between funds require the approval of the City Council. The legal level of
budgetary control (i.e., the level at which cxpenditures may not Icgally
cxceed appropriations) is the fund level.

Encumbrance accounting 1s employed in all funds. Encumbrances {e.g..
purchase orders, contracts) outstanding at ycar-end do not constitule
expenditures or liabilitiecs because the commitments will be  re-
appropriated and honored during the subsequent year.

B. Deficit fund equity

The General, Street, Airport, Fire Sinking, and Park & Recrcation lTunds
have deficit balances of $79,874, S31.837. S127.647. $90.772 and
$246,736. These fund balance dceficits are cxpected to be covered from
future fund revenues or transfers from other funds.

Detailed notes on all funds

Al Deposits and investments

At year-end, the City’s carrying amount of deposits was $2,229 410 and
the bank balance was $2,861,236. All balances were covered by federal
depository insurance or collateralized with sccurities held by the pledging
financial institution’s trust department or agent in the government’s name.
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CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Detailed notes on all funds (continued)
Investments arc categorized into these calegories of credit risk:

(1) Insured or rcgistered, or securitics held by the City or its agent in
the City’s name.

(2) Uninsured and unregistered, with securitics held by the
counterparty’s trust department or agent in the City’s name.

(3) Uninsured and unrecgistered, with sccurities held by the
counterparty, or by its (rust department or agent, but not in the
City’s name.

At year-end, the City’s investment balanccs were as follows:

Reported
Category Amount/
1 2 3 Fair Value
LS. Government Securitics $ - S -3 - S -
Checking & Savings 162,860 - - 162,800
Certificates of deposit 2,138,400 - - 2138400
Total investments s 2.301.260 - - S 2.300.260
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Notc 4. Detaited notes on all funds (continucd)
B. Receivables
Receivables as of year-end for the City's individual major funds.
nonmajor funds, internal service funds and fiduciary funds in the
aggregate, including applicable allowances for uncollectible accounts. are
as follows:
[ess:
Allowance Net
Beliquent County Special Giross lor Total
Interest luxes I'reasurer Assessiments  Receivables  Uincollectibles Receivables
General 5 - S 37053 5 30,399 S - $ 67152 S - S 67432
Swimming Pool - 3053 2.701 - 6H.356 - 6,356
Street - - 22,863 105,232 128 047 - 128,007
[.ibrary '8 3189 6.718 - 14923 - 14925
Cemetery 51 - - - 5l - 31
Park and recreation - 6.410 3.259 - L1.669 - L1.669
Alrport - 3.642 3.549 - 7.191 7.0
Librar grant - - - - - - -
CMSTWX - - - - - - -
BBookmobile - - - - - - -
I'ire sinking - 5.280 1331 9011 - G011
Bookmohile reserve 244 - - - 2H - 244
Cemetery reseryve - - - - - - -
Street reserve 404 - - - 04 - 04
[Library reserve - - - - -
Swimming pool reserve - - - - -
Queen Juckson Memorial - - - - -
Perpetual Care - - - - - -
Sales Tax - - - - - - -
l'ime Capsule - - - - - - -
Fines and Licenses - - - - - - -
Total $ 717 S 64229 § 73822 $ 103232 $ 246000 8 - S 240000
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CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Detailed notes on all funds (continued)

C. Capital assets

Capital assct activity for the year ended September 30, 2005 was as

[ollows:

Governmental activities:

Capital asscts, not being depreciated:
Land

Total capital assets, not being, depreciated

Capital assets, being depreciated:
Buildings

Improvements other than buildings
Equipment

Vehicles

Infrastructure

Total capital assets being depreciated

Less accumulated depreciation for:
Buildings

Improvements other than buildings
Equipment

Vehicles

[nfrastructure

Total accumulated depreciation

Total capital assets. being depreciated. net
Governmental activities capital assets, net

Business-type activities:

Capital assets, not being depreciated:
Land

Total capital assets, not being depreciated
Capital assets, being depreciated:
Buildings

Equipment

Total capital assets being depreciated
Less accumulated depreciation for:
Buildings

Equipment

Total accumulated depreciation

Total capital assets. being deprectated, net

Business-type activities capital assets, net
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Beginning

Ending

Balance Increases Decreases Balance
79462 - - 79462
79,462 - - 79462

2.214.713 - 2214713
07.272 289.610 - 350 882
1.487.017 22540 1,508 557
501.3065 64,089 566,254
3,778 - - 2778
4,274 345 376,839 4.031.184
963,899 48.361 1.012.260
422 4 847 5.200
1,130,380 31,972 1.182.552
230881 42,202 373083
31 189 220
2425813 147.571 2573384
1,848,322 220268 2.077.800
1.927.994 229,268 2,1587.262
3,476,229 - 3,470,229
6,033,960 456,865 0,490,825
9,510,189 456,865 - G.967.054
776,874 63,480 £40.360
1,691,652 256,412 - 1.948.0064
2,468,526 319,898 2.788.424
7,041,663 130.967 7.178.620
7.041.663 136,967 7.178.630




Note 4.

CITY OF YALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Detailed notes on all funds {continued)

Depreciation expense was charged to functions/programs of the primary

government as follows:

Governmental activities:
General government
Swimming Pool
Street
Library
Ccmetery
Park and recreation
Airport
Bookmobile

Total depreciation expense-governmental activities

Business-type activitics:
Water
Sewer
Electric
Landfill

Total depreciation expense - business-type activities

D. Interfund receivables, payvables, and transfers

$ 62.650

9,621
29501
1.085
1,642
9,040
31,985
2,041

$ 147,571

S

49,535
74,380
159,236
36,741

3 319,898

The composition of interfund balances as of September 30, 2005

follows:

Due to/from other funds:

Receivable Fund Payablc Fund
Electric Landll
Electric Landfill
Electric Alrport
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Amount

$

2,085
73,713

66,000

141,79

15 4%
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Interfund transfers:

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Detailed notes on all funds (continued)

Transfer out:

Pool Queen Total
Water Sewer Elcetric Landfill Strect Reserve Moon Library  Bookmobile  ‘Transiers

Transfer in: Fund Fund Fund Fund Fund Fund Jackson  Reserve Fund In
General S 03839 0§ 44539 0§ 227717 0§ 15000 8 -8 - S -5 -5 - % 3SLI3S
Swimming Pool - - - - - - - - R R
Library - - - - - - - - -
Park und recreation - - - - - - - - B
Bookmohile Reserve - - - - - - -

Total Transfers Out $ 63,859 § 445850 § 227717 S 15000 8 - S -5 -5 -5 - S 33L13A

E. Long-term debt

On October 14, 2003, the City issued $735.000 refunded various purposc
bonds. The proceeds of the bonds were used to refund the Serics 1996
bonds totaling $190,000 and to refund in advance of their matunity the
November 1, 2000 through October 31, 2010 maturities, remaining total of
$490,000 of the City’s various purposc bonds, Series 2000, This
refunding was done to achieve interest cost savings. Procceds of the
bonds were used (o establish an irrevocable escrow account. Funds in the
cscrow account were invested in special direct obligations of the United
States Treasury Securitics. The cscrow sccuritics and their carnings are
structured to pay the principal and interest on the refunded 2000 bonds as
such payments become due, until the call datc of the respective refunded
bonds, at which time the escrow payment will pay the principal of the
refunded bonds at a price of par plus accrued interest. Sincce these bonds
have been placed in an irrevocable trust, they are considered defeascd for
these financial statements.
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Detailed notes on all funds (continued)

The advanced refunding resulted in a difference between the reacquisition
price and the net carrying amount of the old debt of $55,000. Of this
difference, $14.700 was used for bond issuance costs (to be amortized
over the hife of the loan) and $40,300 as mterest payment on the various

purposc bonds. Various Purpose Bonds currently outstanding arc as
follows:

Various Purpose Refunding Bonds, Serics 2003
Original [ssue Amount: $735,000
Issue Datc: 10/14/03

Interest Rate: 1.25-4.2%

Principal
Year Ended September 30, Payments
2006 S 55,000
2007 55,000
2008 55,000
2009 55,000
2010 60,000
2011 & thereafter 405,000
Total S 685,000

The City entered nto a Fire Station lease purchase agrecment on June 18,
1998.  The proceeds of the agreement were used for payment of an
addition to the fire building. The lease 1s due in semi-annual payments of
$15,252, with the final payment due Junc 1, 2008. The lease bears interest
at 4.85%.

The City entered into a loan agrecment with the Department of
Acronautics State of Nebraska for the repayment of funds borrowed under
the Department of Acronautics State Fuel Storage program funds. The
funds were advanced for 70% or $50,000 maximum toward the
construction of a Fuel Storage System. The repayment schedule 1s 1
payment at $615 and 119 payments at $415. Final payment will be made
in December of 2007.
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Detailed notes on all funds (continued)

The City entered into a lease purchase agreement for a Backhoe on March
1, 1999. The original cost is $51,065 and repayment is due in scmiannual
payments of $5,685 at 4% interest beginning September 15, 1999, The
cost 1s being shared equally between the street, clectric, water, and sewer
funds. The final payment was made in March 2003,

The City entered into a tax anticipation note covering the cost of the Fire
Department Pumper truck for S$180,000. The final payment 1s duc
November 15, 2009. Interest rates range from 4.35% to 5.45%.

The City also issued $1,100,000 in Combined Utility Revenue Bonds. Of
that amount, $1,000,000 1s for the electric fund and includes farther details
in the business activity long-term debt note. $100.000 of the bond issuc
was 1o cover the cost of the airport runway improvements. Final payment
on the airport portion is due November 15, 2009. Interest rates range from
4.25% to 5.35%.

The City entered into a loan agrecement with the Department of
Aeronautics State of Nebraska for the repayment of funds borrowed under
the Department of Aeronautics State of Nebraska Revolving Hangar Loan
Program. The total project cost was $233.090. $137.114.60 was loaned by
the State to be repaid over a period of 180 months at S760.00 per month.

On April 27, 2003, the City enlercd into a loan covering the cost of a New
Holland tractor with the water fund. Loan payments of $2.768 are duc
annually beginning April 28, 2005, with the final payment due April 28,
2008. The loan bears an interest rate of 2.9%,.

The City entered into a loan covering the purchase of two new 2005 Ford
Crown Victoria police cruisers in the general fund. Loan payments ol
$1,100.18 are duc monthly beginning August 1, 2005, with the final
payment duc July 1, 2008. The loan bears an interest rate of 3.75%.
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Detailed notes on all funds (continued)

Five-year maturities are as follows:

Business-Type Activity Debt

On November 15, 1999, the City issued 51,100,000 of Combined Utilitics
Revenue Bonds. Of that amount, $1,000,000 1s for clectric realignment
and $100.000 of the bond 1ssuc was for the airport fund, scc governmental
activities long-term debt notes.

On Deccember 22, 1994, the City entered into a loan agreement with the
U.S. Department of Agriculture Rural Economic & Community

Development for the construction of a new landfill. The loan payments of

$21,918 are duc annually, with the final payment due August 1, 2019 in
the amount of $5,425. The loan bears an interest rate of 4.5%.

The City entered into a lcasc purchase agreement for a Backhoe on March
1, 1999. The original cost is $51,065 and repayment 1s due in semiannual
payments of $5,685 at 4% nterest beginning September 15, 1999 The
cost 1s being shared equally between the street, electric, water, and scwer
funds. The final payment was made in March 2005.
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2003 1993 2002 Fire New Holland

Varicus Purpose Dept. of Dept. of Building Tractor

September 30, Refunding Aeronautics Aeronautics 6/18/1998 4/27/2003
2000 ) 35.000 S 4.9810) S 9,120 5 26,740 S 1,271
2007 55,000 4980 9,120 28,052 1.307
2008 55,000 1,600 Y120 20,430 345
2009 55,000 - 9120 - -
240 60,000 - 9,124 - -
following years 40)5.000 - 604D o - -
S 685,000 5 11620 § 105,640 S 84222 % 1923

Airport Hangar Fire 2005
Runway Loan-Due to Department Police
September 30, 11/15/1999 Electric Fund Pumper Truck Cruisers Total

2000 S 10,000 5 5497 S 20,000 S 13,272 5 145 880
2007 10,004 A 20,000 13272 |47 448
2008 10,004 5.9406 20,000 9051 [41,552
20049 10.000 6184 20,006} - 100 304
2010 13000 6431 25,000 110,551
following vears - 36.225 - S01.265
S ShOB0 S ep0un S USOH0 S 3SSS S L1470




Note 4.

CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Detailed notes on all funds (continued)

On April 27, 2003, the City entered into a loan covering the cost of a New
Holland tractor with the street fund. Loan payments of $1,384 arc due
annually beginning April 28, 2005, with the final payment due April 28,
2008. The loan bears an interest rate of 2.9%.

F. Loan Payable, Nebraska Department of Environmental
Quality

During the vear ending September 30, 2003, the City borrowed $104,390
from the Ncbraska Department of Environmental Quality for the purpose
of repairing and improving the City public water supply system. The
project was complete al the end of the fiscal vear 2003, and funds
borrowed were $450,000.  The term of the loan is twenty years and bears
interest at 3% and 1% fee for a total carryover cost of 4%, Payments are
semiannual in June and December. The [irst payment was Junc 15, 2003
and the last payment 1s December 2022. The loan balance at September
30, 2005 was $425,029.

Five-year maturities are as follows:

1999 2003
Electrie Nebraska Dcept.

Combined of Environmental New Holland
September 30, Ltilities Quality Tractor
2000 3 100,000 S 18.012 % 1,271
2007 105,000 18.556 1.307
2008 115,000 19,117 1.345
2009 120.000 19,695 -
2010 125,000 20,290 -
following vcars - 311876 o -
5 565,000 $ 407546 5 3923
2000 2001
United States Landfill Fund  Land{ill Fund
Dept. of Due to Due to
September 30, Agriculture Electric Fund Electric Fund Total
2006 s 12.236 3 2,085 h 6,617 $ 140.221
2007 12,786 - 6,964 144.613
2008 13,362 - 7,330 156,154
2009 13.963 - 7,714 161,372
2010 14,592 - 8,119 168,001
following years 148,219 - 36,969 497,004
3 215,158 $ 2,085 3 73,713 3 1.267.425
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Detailed notes on all funds (continued)
G. Deferred Bond Issue Costs

The City has capitalized expenditures relating to the issuance of long-term
bonds, which are amortized over the life of the bond issue. Included in
deferred bond costs arc fiscal agent fees, bond rating fees, accounting,
printing and other related expenditures. The costs (§17,517) associated
with the 1999 Electric Combined Revenue bonds are being amortized over
a period of 120 months. The amortization ¢xpense for the year ended
September 30, 2005 is §1,752. The costs ($14,700) associated with the
October 14, 2003 Street fund Various Purpose Refunding Bonds issucs arc

being amortized over 144 months. The amortization cxpense for the year
cnded Scptember 30, 2005 1s $1,225.

H. Employee retirement systems and pension plans

The defined contribution plan calls for employces to contribute 3% of
gross salaries to the plan. The City’s share of contributions is a matching
3% of gross salancs paid to qualified participants.

Employee contributions are fully vested. The employers matching
contribution is vested on a graduated basis determined by the number of
vears of employment. Full vesting occurs after 7 years.

Beginning January 1, 2003 the City of Valentine cstablished a 457 plan
allowing pre-tax employee contributions above thc mandatory 3%. At
September 30, 2005 the city maintains both plans.

Combined contributions (o both retirement plan savings accounts for the
twelve months ended September 30, 2005 total $27.813.  Employee
contributions were $17,606 and the employers’ required matching sharc
was $10,147, after reductions for forfeitures used.

Summary of both plan assets, Septcmber 30, 2005

Total assets — Employee account balances  $255,107

Fully vested portion
Of ecmployee account balance $251,579




CITY OF VALENTINE, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

Note 4. Detailed notes on all funds {continued)

Ameritas holds the investments of the plans. The market value of the
defined contribution plan mvestments as of September 30, 2005 was

$246.181 and the 457 plan investments were $8,926.

Ameritas-Defined contribution plan:

Guaranteed Investment Account 5 73.601
Retirement Equity Account 13.027
Assct Manager Account 24.873
VIP Il Contrafund Account -
VIP 1T Index 508 Account 19.820
VIP Moncy Market Account 5,300
Invesco Small Company Growth -
Income and Growth Account 17.276
Ultra Account 34.577
American Century Equity Income 5.303
Wellinglon Account 9814
Value Fund 17,231
MES Total Return 530
Growth Fund 24757
Total Ameritas-Defined contribution plan account $ 240,181
Ameritas-457 Plan:
Guaranteed Investiment Account s 1,026
VIP 1T Asset Manager Account 288
VIP Il Contrafund Account 234
VIP Money Market Account 2,012
Dynamics Account -
Invesco Small Company Growth -
Income and Growth Account -
Ultra Account 2,215
American Century Equity Income -
Wellington Account 1.357
Smalt Cap Value -
Value Fund 363
Total Return -
American Growth Account -
Growth Fund 1.431
American Mid Cap Growth -
S 8926
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Detailed notes on all funds (continued)

L. Special Assessments — Governmental Funds

The City completed street improvements in October of 1996, The total
project construction and cngineering costs totaled $398.951.  Of this
amount, $278,547 was assessed to property owncrs. Payments on this
assessment totaled $7,416 for the year ending September 30, 2005,

The City completed street improvements in August of 2000. The total
construction and engineering costs totaled $059.645.  Of this amount,
$385,393 was assessed to property owners. In 2005, additional
assessments of $41,045 were assessed to property owners for recently
developed land. Payments on this assessment totaled $10,318 for the year
cnding September 30, 2005,

Principal collections from various special assessments outstanding arc
reported in the street fund. Special assessments receivable are comprised
of the following assessments at September 30, 2005, We have not audited
the following spccial asscssments receivable balances.

2005
S 43,147
$62.085
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Closure and Post-Closure Care Costs — Landfill Fund

State and federal laws and regulations require the Valentine Landfill to
place a final cover on its landfill sitec when it stops accepting waste and to
perform certain maintenance and monitoring functions at the site for thirty
years after closure. Although closure and post-closure carc costs will be
paid only near or alter the date that the landfill stops accepting wasle, the
Valentine Landfill reports a portion of these closure and post-closure care
costs as an operating expense in cach period based on landfill capacity
used as of cach balance sheet date. The $395,958 reported as landfill
closure and post-closure care hability at September 30, 2005, represents
the cumulative amount reported to datc based on the use of approximately
21.0 percent of the estimated capacity of the landfill.  The Valentine
Landfill will recognize the remaining estimated cost of closurc and post-
closure care of $1,096,142 as the remaining estimated capacity is filled.
These amounts are based on what it would cost to perform all closure and
post-closure care in 2005, The Valentine Landfill expects to close the
landfill in the vear 2041. Actual cost may be higher due to mflation,
changes in technology, or changes in regulations.

In accordance with the State of Nebraska Title 132 Sohd Waste
Regulations, the City of Valentine must satisfy the requirements for a
financial assurance mechanism (F.AM.).  During the vyear ending
September 30, 1996, the City Council passed Resolution 96-13 to muake
annual contributions to a special fund to finance closure and post-closure
care. The Valentine Landfill is in compliance with these requirements,
and, at Scptember 30, 2005 investments totaled $227 962 at Union Bank.
The City of Valentine expects that [uture inflation costs will be paid [rom
intcrest earnings on these annual contributions. However, 1f interest
carnings are inadequate or additional post-closurc care requirements are
determined (due to changes in technology or applicable laws or
regulations, for example), these costs may need to be covered by charges
to future landfill users or from future tax revenue.
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CITY OF VALENTINE, NEBRASKA
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Due To Utility Fund

In 2000, the Elcctric Fund ioaned $12,503 to the Landfill Fund for general
obligations incurred during the year. This loan will be repaid over a term
of 7 years at an interest rate of 5.50%. At September 30, 2005 the balance
of the loan was $2,085.

In 2001, the Electric Fund loancd $830,000 to the Landfill Fund for
payment of the loader loan. This loan will be repaid over a term of 10
years at an interest rate of 5.25%. At September 30, 2005 the balance ol
the loan was $73,713.

In 2002, the Electric Fund loaned $66,000 to the Airport Fund as part of a
hangar project. This loan will be repaid over a term of 7 years at an

mterest rate of 5.50%. At September 30, 2005 the balance of the loan was
$66.000.

Outstanding Warrants

There were no outstanding warrants as of September 30, 2005.
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON
INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE

WITH GOVERNMENT AUDITING STANDARDS

The Heonorable Mayor and City Council
City of Valentine, Nebraska

We have audited the financial statements of the City of Valentine, as of and for the year
ended Scptember 30, 2005, and have issucd our report thercon dated December 7, 2005,
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards 1ssued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the City of Valenting's financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grants, noncompliance with which
could have a direct and material effecct on the determination of financial statement
amounts. However, providing an opinion on compliance with thosc provisions was not an

objective of our audit and, accordingly, we do not cxpress such an opinion. The results of

our tests disclosed no instances of noncompliance that arc required to be reported under
Government Auditing Standards.

Internal Contrel over Financial Reporting

In planning and performing our audit, we considered the City of Valentine's internal
control over financial reporting in order to determine our auditing procedures for the
purpose of cxpressing our opinion on the financial statements and not to provide
assurance on the internal control over [inancial reporting. However, we noted certain
matters involving the internal control over financial reporting and its operation that we
consider to be a reportable condition. Reportable conditions involves matters coming to
our attention relating to significant deficiencies in the design or opcration of the internal
control structure that, in our judgment, could adversely affect the City of Valentine's
ability to rccord, process, summarize, and report financial data consistent with the
assertions of Administration in the financial statements.
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City of Valentine, Nebraska
Page Two

1. Onc of the primary characteristics of any system of internal accounting
control is that no person should be allowed to control a transaction from
its Inception to its recording in the accounting records. Although this
division of dutics is not always possible within your organization because
of the Iimited number of employees, we feel you should be awarc of the
situation.

It 1s our rccommendation that management implement procedures to
segregate duties in scveral arcas throughout the entity whenever possible,

Management concurs with the recommendation and will review the
current system and segregate duties where 1t 1s possible to do so. Adding
personnel to scgregale duties is cost prohibitive due (o budget restrants.,

A material weakness 1s a condition in which the design or operation ol one or more of the
internal control structure components docs not reduce to a relatively low level the risk
that misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
cmployees in the normal coursc of performing their assigned functions. Our consideration
of the internal control structure would not necessarily disclose all matters in the internal
control structure that might be reportable conditions and. accordingly, would not
necessartly disclose all rcportable conditions that are also considered to be material
wcaknesses. However, we belicve the reportable condition described above is not a
material weakness.

This report 1s intended for the information of audit committee, management and federal
awarding agencies and pass-through cntities and 1s not intended to be and should not be
used by anyone other than these specified partics.

McDERMOTT AND MILLER, P.C.

/i))‘f/k Lonnvecl d 1) hdie, '/ _»),, ¢,

Kearncy, Nebraska
December 7, 2005
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