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To The Board of Managers
Okabena-Ocheda

s Watershed District
Worthington, Minnesota

We have audited the accompanying financial statements of the governmental
activities, of the general fund, -of the QOkabena-Ocheda Watershed District,
Worthington, Minnesota, as of and for the year ended December 31, 2010, which
comprise the District’'s basic financial statements as 1listed in the table of

— contents. These financial statements are the responsibility of the 0Okabena-0Ocheda
Watershed District’s management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America. Those standards reguire that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall financial statement
sy presentation. We Dbelieve that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all

material respects, the respective financial position of the governmental

activities, of the general fund, of the Okabena-Ocheda Watershed District as of

December 31, 2010 and the respective changes in financial position in conformity
= with accounting principles generally accepted in the United States of America.

The management’s discussion and analysis on pages 3 through 5, are not a required
part of the basic financial statements but are supplementary information required
by accounting principles generally accepted in the United States of America. We
have applied certain limited procedures, which consisted principally of ingquiries
of management regarding the methods of measurement and presentation of the reguired
supplementary information. However, we did not audit the information and express no
opinion on it.

R YEY Z Fe)

Worthington, Minnesota
April 27, 2011
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OKABENA-OCHEDA WATERSHED DISTRICT
MANGEMENT' S DISCUSSION AND ANALYSIS
DECEMBER 31, 2010

This section of the annual financial report of the Okabena-Ocheda Watershed
District presents the Management Discussion and Analysis. The discussion and
analysis provides an overview of the District’s financial activities for the fiscal
year ended December 31, 2010. This information 1s designed to focus on the current
year’s activities, resulting changes, and currently known facts. It should be read
in conjunction with the District’s basic financial statements following this
section.

USING THIS ANNUAL REPCRT

This annual report consists of the: Management’s Discussion and Analysis,
Independent Auditor’s Report, the Basic Financial Statements, Notes to the
Financial Statements and Report on Compliance and Internal Contrel. The basic
financial statements include a2 series of financial statements. The Statement of Net
Assets and the Statement of Activities on pages 6 and 7 provide information about
the activities of the Okabena-Ocheda Watershed District as a whole and presents a
longer-term view of the Okabena-Ocheda Watershed District’s finances. Fund
financial statements start on page 6. For governmental activities, these statements
tell how these services were financed in the short term as well as what remaina for
future spending. Fund financial statements also report the Ckabena-Ocheda Watershed
District’'s operations 1in more detail than the government-wide statements by
providing information about the  Ckabena-Ocheda Watershed District’s most
significant funds. Since OQOkabena-Ocheda Watershed District’'s are single-purpose
special purpose governments, they are generally able to combine the government-wide
and fund financial statements into single presentations. Okabena-Ocheda Watershed
District has elected to present in this format.

Statement of Net Assets and Statement of Activities

Our analysis of the QOkabsna-Ocheda Watershed District begins with the Statement of
Net Assets and the Statement of Activities of which can be found on pages 6 and 7
of this report. One of the most important guestions asked about the District’s
finances 1is, “is the District as a whole better or worse off as a result of the
year's activities?” The Statement of Net Assets and the Statement of Activities
repert information about the District as a whole and about its activities in a way
that helps answer this guestion. These statements include all assets and
liabilities wusing the accrual basis of accounting, which 1s similar toc the
accounting used by most private-sector companies.

211 of the current year’'s revenues and expenses are taken into account regardless
of when cash 1is received or paid. These two statements report the District’s net
assets and changes in them. You can think of the District’s net assets - the
dirfference between assets and liabilities - as one way to measure the District's
financial health, or financial position. Over time, increases or decreases in the
District’'s net assets are one indicator of whether 1its financial health is
improving or deteriorating. You will need to consider non-financial factors to
assess the overall health of the District.



OKABENA-OCHEDA WATERSHED DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS

In the Statement of Net Assets and the Statement of Activities, the District
presents governmental activities. All of the District’s basic services are reported
here. Appropriations from the county and state also finance activities.

REPORTING THE OKABENA-OCHEDA
WATERSHED DISTRICT'S GENERAL FUND
FUND FINANCIAL STATEMENTS

Cur analysis of the Okabena-Ocheda Watershed District’s (WSD) general fund begins
on page 6. The financial statements continue on page 7 and provide detailed
information about the district as a whole. The WSD presents only a general fund,
which is a governmental fund. A1l of the WSD's basic services are reported in the
general fund, which focuses on how money flows into and out of those funds and the
balances left at year-end that are available for spending. The fund is reported
using an accounting method called modified accrual accounting. This method measures
cash and all other financial assets that can be readily converted to cash. The
general fund statements provide a detailed short-term view of the WSD's general
government operations and the Dbasic services it provides. Governmental Zfund
information helps you determine whether there are more or fewer financial resources
that can be spent in the near future to finance the WSD’'s programs. We describe the
relationship (or differences) between governmental activities (reported in the
Statement of Net Assets and the Statement of Activities) and govermmental funds in
a reconciliation included with the financial statements.

Notes to the Financial Statement

The Notes to the Financial Statements provide information that is essential to a
full understanding of the data provided in the government-wide and fund financial
statements. These notes provide information such as: 1) Summary of significant
accounting policies; 2) Deposits and Investments; and 3) Risk Management. The Notes
to the Financial Statements are on pages 8 L1,

Statement of Net Assets

The total assets of the District’s governmental activities increased by $21,285
from one year ago, (from 2009 to 2010), due to the District having revenues in
excess of expenditures in 2010. Under the Fund Balance, the Reserved funds are
designated for certain programs specified by the State and/or District. Unreserved,
undesignated net assets, are the part of net assets that can be used to finance
day-to-day operations without constraints established by debt covenants, enabling
legislation, or other legal requirements - which was $66,875 in 2009 and $68,160 in
2010, an increase of $21,285 or approximately 31.8%.

Statement of Net Assets: Governmental Activities
4 bec¢. 31, 2010 Dec. 31, 2005
Current and Other Assets S 117,617 s 96, 332
Total Assets S 117,617 8 86,332
Net Assets:
Reserved 24 29,457 S 29,457
Unreserved, Undesignated 88,160 66,875
Total Net Rssets $ 117,617 g 96,332




OKABENA-OCHEDA WATERSHED DISTRICT
MANAGEMENT'S DISCUSSTION AND ANALYSIS

GOVERNMENTAL ACTIVITIES
The District’s total revenues increased by $13,000, or 8.78% over revenues from one
year ago (from 2009 to 2010). The total cost of all programs and services increased

by $14,802, or 11.84% (from 2009 te 2010).

Changes in Net RAssets:
Governmental Activities

Revenues Dec. 31, 2010 Dec. 31, 20089
County 5 116,771 5 114,862
State 12,960 13,104
Other Governmental 9,324 9,508
Grant Revenue 2,422 =
Charge for Services 275 250
Interest = 7 974 614
Property Rent 6,736 6,736
Misc. Revenue 11, 821 3,009

Total Revenues 5 161,083 s 148,083
3 Expenditures

General Government 3 88,757 5 83,998
Projects 34,877 32,998

Grant 2 B2 =
Contributiens - 13,742 8,000
Total Expenditures 5 139,798 L] 124, 996
Change in Net Assets 2 21,285 g 23,087

CONTACTING THE DISTRICT’'S FINANCTAL MANAGEMENT

This financial report was designed to provide our citizens, taxpayers, customers,
investors and creditors with a general overview of the District’s finances and to
show the District’s accountability for the money it receives. If you have guestions
about this report or need additional financial information, contact Les Johnson at
the Okabena-Ocheda Watershed District, PO Box 114, Worthington, Minnesota 56187-
2822 or call (507)372-8228.



ASSETS

Cash

Investments

Grant Revenue Receivable

Total Assets
= FUND BALANCE
Fund Balancs

Reserved

Unreserved, Undesignated

Total Fund Balance
NET ASSETS
Unrestricted

Total Net Rssets

OKABENA - OCHEDA WATERSHED DISTRICT

WORTHINGTON, MINNESOTA

STATEMENT OF NET ASSETS AND

GOVERNMENTAL FUND BALANCE SHEET

FOR THE YEAR ENDED DECEMBER 31, 2010

Exhibit

Government-wide

General Adjustment Statement of
Fund Note E Net Assets
3 50,854 - $ 50,854
T 64,341 - 64,341
2,422 - 2,422
117,817 - L7687
29,457 (29, 457) -
88,160 {88,160) =
) 117,617 (117 617) & -
117,617 5 117,617
117,617 5 117,617

The notes to the financial statements are an integral part of this statement.
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OKABENA — OCHEDA WATERSHED DISTRICT

WORTHINGTON,

MINNESQTA

STATEMENT OF ACTIVITIES AND

GOVERNMENTAL REVENUES,

EXPENDITURES,

AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED DECEMBER 31, 2010

REVENUES
Intergovernmental
Grant Revenue
Charges for Services
Investment Earnings
Property Rent
Miscellaneous

Total Revenues

EXPENDITURES
Conservations
Current

Total Expenditures
Excess of Revenues Over
Expenditures

Fund Balance/Net Assets January 1, 2010

Fund Balance/Net Assets December 31,

3

2010 §

Exhibit B

Government-wide

General Adjustment Statement of
Fund Note E Net Assets
139,055 5 - 3 139,055

2,422 - 2,422
275 - 275

974 - 874
6,736 - Br i 6
11,621 - 11,621
161,083 — 161,083
139,798 - 139,798
139,798 — 139,798
21,285 - 21,285
96,332 - 96,332
117,617 3 — S 117, 617

The notes to the financial statements are an integral part of this statement.
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Okabena-Qcheda Watershed District
Worthington, Minnesota

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2010

Summary of Significant Accounting Policies

The financial reporting policies of the Okabena-Ocheda Watershed District
conform to generally accepted accounting principles. These statements are
prepared in accordance with Government Accounting Standards Board Rule 34,
which changes the way both the statement of condition and the statement of
revenues and expenses are reported.

Financial Reporting Entity

The District is organized under the provisions of MN Stat. Chapter 103C and is
governed by a Board of Managers composed of five members nominated by voters of
the District and elected to four-year terms by the voters of the County.

The purpose of the District is to assist land occupiers in applying practices
for the conservation of soil and water resources. These practices are intended
tc control wind and water erosion, pollution of lakes and streams, and damage
to wetlands and wildlife habitats.

The Okabena-Ocheda. Watershed District, in cooperation with the U.S. Department
of BAgriculture's WNatural Resources Conservation Service and other agencies,
provides technical and financial assistance to individuals, groups,
organizations, and governments in reducing costly waste of soil and water
resulting from scil erosicn, sedimentation, pollution and improper land use.

Fach fiscal year, the District develops a work plan which is used as a guide in
using resources effectively to provide maximum conservation of all lands within
its boundaries. The work plan includes guidelines for employees and technicians
to follow in order to achieve the District's objective.

Generally accepted accounting principles require that the financial reporting
entity include the primary government and component units for which the primary
government is financially acceountable. Under these principles, the District
does not have any compenent units.

Basis Of Presentation

Government-wide Financial Statements:

The Statement of Net Assets and Statement of Activities display information
about the Okabena-Ocheda Watershed District as a whole. They include all funds
of the District. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other non-exchange revenues.




Okabena-Ocheda Watershed District
Worthington, Minnesota

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2010

Summary of Significant Accounting Policies (continued)

Basis Of Presentation (continued)

Fund Financial Statements:
Fund financial statements of the Okabena-Ocheda Watershed District are
organized into a single general fund.

General Fund

The General Fund is the primary operating fund of the Okabena-Ocheda Watershed
District. It is used to account for all activities except those legally or
administratively required to be accounted for in other funds.

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the .timing of related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Reveniues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the
current period or scon enough thereafter to pay liabilities of the current
period. Expenditures are generally recorded when a liability is incurred.

Intergovernmental revenues are reported in conformity with the legal and
contractual reguirements of the individual programs. Generally, grant revenue
is recognized when all eligibility requirements have been met. The District
also receives an annual appropriaticon from the County, which is recognized as
revenue when received, unless it 1is received prior to the period to which it

applies. In that case, revenue reccognition 1is then deferred until the
appropriate period.

Project expenditures represent costs that are funded from federal, state or
district revenues. State project expenditures consist of grants to participants
of the Cost-Share Program and other state programs. District project
expenditures are costs of materials and supplies in District projects.



Okabena—-Ocheda Watershed District
Worthington, Minnesota

NOTES TO THE FINANCTIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2010

D, Assets, Liabilities And Equity Accounts

Azsets

Cash and Investments

For the purpose of the Statement of Net Assets, “cash” includes all demand,
savings accounts, and certificates of deposits of the Okabena-Ocheda Watershed
District.

Investments are stated at faif value, except for non-negotiable certificates of
deposit, which are on a cost basis, and short-term money market investments,
which are stated at amortized cost.

Equity

Government-wide Statements
Equity is classified as net assets and displayed in two components:

a. Restricted net assets — Consists of net assets with constraints placed on
the use either by (1) external groups such as creditors, grantors,
contributors, 'or laws or requlations of other governments; or (2) law
through constitutional provisions or enabling legislation. The WSD reports
no restriction on net assets as of December 31, 2010.

b. Unrestrigted net assets - All other net assets that do not meet the
definition of “restricted” or “invested in capital assets, net of related
debt.”

Fund Financial Statements
Equity is classified as fund balance and displayed in two components:

a. Reserved fund balance indicates the portion of fund equity that has been
segregated for specific purposes or is not available for spending.

b. Unreserved, undesignated fund balance account indicates the portion of fund
balance that is available for budgeting and spending in future periods.

E. Reconciliation of Government-Wide and Fund Financial Statements

The governmental fund balance sheet includes reconciliations between total
governmental fund balances and mnet assets of governmental activities as
reported in the government-wide statement of net assets. One element of that
reconciliation is the reporting of fund balances. Fund balances are reported as
net assets in accordance with Government Accounting Standards Board Rule 34.

-10-



Okabena—-0Qcheda Watershed District
Worthington, Minnesota

Il

I

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2010

Deposits and Investments

Minnescta Statutes 1182.02 and 118A.04 authorize the District to deposit its
cash and to invest in certificates of deposit in financial institutions
designated by the Board of Supervisors. At December 31, 2010, the District's
deposits totaled $115,195, of which $50,854 was cash deposits 564,341 was
invested in a money market account and none was invested in certificates of
deposit. Minnesota statutes require that all District deposits be covered by
insurance, surety bond or collateral. At December 31, 2010, all the District’s
deposits were covered by insufance.

Risk Management

The District is exposed to various risks of loss related to torts; theft of,
damage to, and destruction of assets; errors and omissions; Ainjuries to
employees; employee health; and natural disasters. To cover these risks, the
District has purchased commercial insurance. Property and casualty liabilities
and worker’'s compensation are insured through Minnesota Counties Insurance
Trust. The District is covered for errors and omissions through Minnesota
Counties Insurance. Trust. The Minnesota Counties Insurance Trust is a public
entity risk pool c¢urrently operated as a common risk management and insurance
program for its members. There were no significant reductions in insurance from
the previous year or settlements in excess of insurance coverage for any of the
past three fiscal years.

-11-
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AUDITQOR’S REPORT ON LEGAL COMPLIANCE

To The Board of Managers
Okabena-0Ocheda Watershed District
Worthington, Minnesota =

We have audited the financial statements of the governmental activities of the
general fund, of the Okabena-Ocheda Watershed District, Worthington, Minnesota, as
of and for the year ended December 31, 2010, and have issued our report thereon
dated April 27, 2011.

We conducted ocur audit in accordance with auditing standards generally accepted in
the United States of America and the provisions of the Minnesota Legal Compliance
Audit Guide for Local Government promulgated by the State Auditor pursuant to Minn.
Stat. 6.65. Accordingly, the audit included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.

The Minnesota Legal Compliance Audit Guide for Local Government contains seven
categories of compliance to be tested: contracting and bidding, deposits and
investments, conflicts of interest, public indebtedness, claims and disbursements,
miscellaneous provisions, and Tax Increment Financing. Our study included all of
the listed categories except that we did not test for compliance in Tax Increment
Financing (TIF) bécause the District is not currently involved in any TIF projects.

The results of our tests indicate that for the items tested, the District complied
with the material terms and conditions of applicable legal provisions.

This report is intended solely for the information and use of management, Board of
Managers, and State and County award agencies, and is not intended to be and should
not be used by anyone other than these specified parties.

Denms L4k, LT

Worthington, Minnesota
April 27, 2011
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