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Our Mission
To provide customers high quality natural gas
and water service at a cost consistent
with sound management practices.
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About Us
The Nebraska Legislature created the Metropolitan Utilities District in the
early 1900s as a political subdivision of the State to provide water and
natural gas to the metropolitan Omaha area. The District is governed by
a board of seven directors, elected by our customer-owners. The board
usually meets the first Wednesday of every month.
Our first water treatment plant was built near the Missouri River in 1881
by a private company. Omaha received water and gas service from private
water and gas companies until the citizens of Omaha became dissatisfied
with high costs, constant ownership changes and poor service, and voted
to take control and ownership of their utilities. The Legislature created
the Metropolitan Water District in 1913.
Five years later, state senators authorized the City of Omaha, which had
acquired the gas system by condemnation, to assign the responsibility
for operation of the gas system to the Metropolitan Water District.
The name was changed to the Metropolitan Utilities District.Today, we
are the only metropolitan utility district in the State of Nebraska. Our
strength lies in being a public utility, customer-owned and governed
by a locally-elected board of directors.
As the fifth largest public gas utility in the United States, we provide
a product and service that is lower in cost than area investorowned utilities. We serve natural gas to 217,103 customer-owners
in Omaha, Bennington, Fort Calhoun, Springfield, Yutan, and 85
percent of Bellevue.
We also provide safe drinking water to 201,580 customer-owners
in Omaha, Bellevue, Bennington, Carter Lake, LaVista, Ralston,
Waterloo and the Papio-Missouri Natural Resources District
(which supplies water to Fort Calhoun). In addition, we maintain
28,237 water hydrants throughout our service area for fire
protection.
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Board of Directors

Statistical Highlights
Years ended December 31, 2011, 2010 and 2006 (unaudited)

Officers
Senior Vice-Presidents
Operations: Scott L. Keep, 1980
Counsel to the President: Daniel G.
Crouchley, 1983

Michael W. McGowan
Chairperson
Retired, Northern Natural
Gas Co.; appointed 2010
(2 years)

Amy Lindsay
Vice-Chairperson
Independent Consultant
Elected 2008 (3 years)

Tim Cavanaugh
Chief Deputy, Douglas Co.
Treasurer’s Office; retired
Captain, Omaha Police
Dept.; appointed 1999;
elected 2002; re-elected
2008 (12 years)

2011

2006

Water Department
Number of customers (December)

General Counsel: Ronald E. Bucher, 1992

Sales (thousand gallons)

Chief Information Officer: Mark W.
Weiss, 2004

Operating revenues, net

Chief Customer Officer: Mark E. Doyle,
2011

2010

$

Operating expenses

201,580

200,491

191,893

29,398,293

29,547,818

33,216,617

85,418,929

$

76,799,701

70,551,075

$

80,645,396

55,776,493
46,347,758

$

8,619,228

$

(10,094,321)

$

9,428,735

Plant additions and replacements, net

$

22,896,952

$

18,343,168

$

164,962,314

Vice-Presidents

Plant in service

$

892,749,465

$

878,877,031

$

505,882,151

Accounting: Roger Burmeister, 1974

Miles of mains

Water Operations: Joel G. Christensen,
1975

Average daily pumpage (thousand gallons)

Operating Income (loss)

Chief Financial Officer: Debra A.
Schneider, 2011

Engineering & Construction:
Ronald K. Reisner, 1981
Rates & Regulatory Affairs:
Rhonda S. Chantry, 1983

2,848

2,841

2,732

86,320

87,942

96,566

217,103

216,153

204,994

26,587,086

27,538,980

23,416,427

5,444,382

5,281,112

5,795,531

32,031,468

32,820,092

29,211,958

Gas Department
Number of customers (December)

Customer Services: Lisa R. Hale, 1989
Gas Operations: James J. Knight,1990
Thomas F. Dowd
Senior Partner
Dowd, Howard & Corrigan
Elected 1974; re-elected
1980, 1986, 1996, 2002,
2008 (33 years)

David J. Friend
Director, Public Safety
Metropolitan Community
College; elected 2000;
re-elected 2006
(11 years)

Jack A. Frost
Retired, Real Estate
Elected 1986; re-elected
1992, 1998, 2004, 2010
(25 years)

Sales (MCF):

Safety & Security: Peter H. Neddo, 1992

Firm

Purchasing: James B. Goodwin, 1995

Interruptible
Total

IT Business Systems: Evan C. Osborn,
2006
IT Infrastructure: Bruce G. Burton, 2007

Internal Auditor
J.W. Tiarks, 2000

Operating revenues, net
Cost of gas sold
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Douglas R. Clark
President and Secretary
(10 years)

226,469,310

$

148,717,613

248,199,407

$

281,235,299

175,436,541

227,029,165
43,297,804

$

63,637,966

$

65,005,230

$

14,113,731

$

7,757,636

$

10,908,330

Plant additions and replacements, net

$

32,670,583

$

33,410,553

$

23,947,544

Plant in service

$

436,349,301

$

405,053,570

$

318,916,492

Other operating expenses
Operating income

Miles of mains

Stephen R. Patterson
Investment Advisor
Lutz Financial
Appointed 2011 (1 year)

$

Average daily sendout (MCF)
Number of active employees water and gas
combined

2,761

2,752

2,575

87,741

88,747

79,968

859

852

809
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Report to Customers
Our mission steered us through a challenging year
In 2011, the District made great strides to improve its short- and long-term financial health.
Directors approved a mid-year water rate increase to address a $21 million cash deficit
in the Water Department due to several wet, cooler-than-normal summers, higher capital
expenditures as well as bond payments and operating costs for the Platte West Water
Treatment Plant. The rate increase generated approximately $5 million in revenue through
the end of 2011, and annually, is expected to generate $15 million.
The rate increase was only part of the solution. To restore financial stability, the District also
implemented an aggressive cost management plan.

The public stations have become a springboard to help market to public and private fleet
operators in the Omaha area. To date, we have worked with the City of Omaha, Douglas
County, Metropolitan Community College, Backlund Plumbing and others to help them
convert a portion of their fleets to CNG. In 2012, the District hired a natural gas vehicle
specialist to focus on this growing market.
In a related development, the District signed an agreement to sell liquefied natural gas (LNG)
to Clean Energy Fuels Corp., the largest provider of natural gas fuel for transportation in
North America and a global leader in the expanding natural gas vehicle market.

The board voted to delay construction of a $15 million construction center and the
purchase or construction of a $4 million administration building. They also approved the use
of outside contractors to supplement the District’s crews to replace up to 20 miles of castiron gas mains a year. Once construction projects ramp up, the District estimates it will save
approximately $3 million a year
Other cost-cutting measures included review of open union and non-union positions, a
wage freeze for management employees, elimination of company vehicles for executives, and
streamlining business processes to increase efficiencies.
For the first time in three years, the District was in compliance with its debt service
coverage ratio for the 2006 water revenue bonds. Although Standard and Poor’s lowered
M.U.D.’s credit rating from an A-Plus to an A, the agency noted the outlook remains stable
because of improvements in the District’s financial condition.
We continue to take a proactive approach to strengthen our financial position, with plans to
issue bonds in 2012 and 2013 to fund $35 million in capital improvement projects required
to meet more stringent water quality regulations at both the Platte South and Florence
Water Treatment Plants. The 123-year-old Florence Plant will undergo significant upgrades
over the next 20 years.
We turned the corner on natural gas as a transportation fuel
In June, the District and partners celebrated the opening of a public-access compressed
natural gas (CNG) station at I-80 Fuel, 5318 L St. The station serves local fleets including
Happy Cab, which is on track to convert at least 60 taxicabs to natural gas, and M.U.D.,
which will have 140 CNG fleet vehicles by the end of 2012. The station has also brought
new business to Omaha, including a CNG bus manufacturer in Minnesota which sends its
buses to re-fuel enroute to Arizona and California.
In July 2011, the District opened a second public station at 2615 S. 64th St., north of its
Construction Center. For the first 12 months of operation, the two stations sold 99,033
gasoline gallon equivalents of CNG valued at $180,930.
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Celebrating the grand opening of the public CNG station in Omaha. From left: M.U.D. President Doug Clark; Mark Brohman,
executive director, Nebraska Environmental Trust; Mark Mitchell, president, I-80 Fuel; U.S. Senator Ben Nelson; Omaha
Mayor Jim Suttle; M.U.D. Board Chairperson David Friend; John Davis, operations director, Happy Cab; Kelly Gilbert, program
director, Clean Cities at Metropolitan Energy Center.
The District received grants from the U.S. Department of Energy (Award DE-EE0002538 funded by the American Recovery
and Reinvestment Act) and the Nebraska Environmental Trust Fund to help pay the $2.2 million cost of the two Omaha
stations. In addition, the District received a low-interest loan from the Nebraska State Energy Office.
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As part of the 15-year contract, Clean Energy will invest up to $2 million to build a truck
loading facility at the District’s LNG Plant. Clean Energy will be the exclusive purchaser of
LNG from this facility for transportation use within a 200-mile radius. Clean Energy plans to
add LNG pumps at 150 truck stops, primarily along Interstates, in the next few years.
The District will be well positioned to capitalize on the new LNG market and bring more
economic growth to the Omaha metro area. This additional year-round natural gas use will
allow us to more fully utilize our LNG facility, which in turn will help maintain lower and
stable rates for all of our customer-owners.
Design and construction of the new truck loading facility will begin in 2012, with plans to be
open for business by summer 2013.

We accelerated work on infrastructure replacement projects
More than 2,750 miles of gas and 2,840 miles of water pipes serve the Omaha metro area
— 1,262 miles of older cast iron water and 544 miles of cast iron gas mains will be replaced
in the coming decades. The District’s goal is to replace 20 miles of water and 20 miles of gas
mains every year by 2016.
In 2011, the District spent $22.1 million to improve infrastructure and abandoned 29 miles
of older cast iron gas and water mains. In 2012, the District plans to replace nine miles
of water and nine miles of gas mains. Water and gas infrastructure fees will fund these
improvements.
Our construction crews repaired 913 gas leaks, including 101 gas main breaks, and replaced
2,947 leaking and infrastructure gas services, and repaired 291 water main breaks.
The District continues to coordinate infrastructure replacement work with the City of
Omaha to save money and minimize inconvenience to customers. We entered an interlocal
agreement with the City to jointly contract sewer and water main work on combined
sewer overflow projects, when feasible. As part of the agreement, the City will provide
construction manager services and the District will pay an administration fee. In exchange,
the City will pay the costs for all site restoration work, including pavement and sidewalk
repairs, within the joint project area.
We navigated successfully through the flood of 2011
Despite unprecedented high river levels over the winter, the contractor completed river
wall renovations at the Florence Water Treatment Plant’s intake station in April 2011.
In addition, work was completed to lower the plant’s discharge pipes to meet state
requirements.
The District’s three water treatment plants and natural gas facilities operated normally and
were not affected by the historic summer flooding in the Omaha metro area. We closely
monitored the Missouri River level and had plans in place to handle various scenarios. As
a precaution, employees installed sandbags around the Florence Plant’s low-service pump
station and intakes.
In addition, the District worked proactively with the Coast Guard, the city of Omaha’s
South Omaha Sewage Treatment Plant, Eppley Airport and other customers within potential
flooding areas to ensure the safe operation of their natural gas and water services.
Throughout the flood event, the Missouri River water quality was good due to dilution and
the Florence Plant continued to meet all state and federal safe drinking water standards.

Employees place sandbags around facilities near the Missouri River intake station at the Florence Water Treatment
Plant. In June 2011, the District installed about 10,000 sandbags by the intakes and low-service pump station as a
precaution. In addition, we installed 14 large sandbags — each weighing approximately 2,500 pounds — on the floor of
the low-service pump station for structural reinforcement. The District’s facilities were not affected by flooding and the
three water treatment plants operated normally.
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The District began operation in February of a $7-million contact basin at the Platte South
Water Treatment Plant. The basin increases the amount of time the water is in contact with
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chlorine and helps the plant comply with state regulations. Additional projects continue
in 2012 to install a discharge equalization basin and build a five-mile-long pipeline to carry
treatment residuals from the plant to the Missouri River.

natural gas to five municipal utilities including M.U.D., the City of Fremont, Neb., Watertown
Municipal Utilities in South Dakota, the City of Cedar Falls, Iowa, and Osage Municipal
Utilities of Iowa.

To meet tighter federal regulations, the District began the first phase of the Florence
Water Treatment Plant comprehensive improvement plan, which includes $153 million
of improvements over the next 20 years. We conducted a site survey, took geotechnical
samples and completed the layout for recarbonation facilities and made plans for
improvements to the existing presedimentation and mixing basins. In addition, we designed
the upgrade of the plant’s electrical distribution system, which will be replaced in 2012.
Construction on the recarbonation facility will be substantially complete in 2012.

We continued our journey to update information technology systems

Engineering completed the design and inspection of the District’s first residential structural
lining project for a mile of water mains in the Westgate neighborhood. We completed a
similar pilot project in the Old Market business district in 2010.

In late 2011, we kicked into high gear a project to implement SAP Customer Relationship
and Billing to integrate Customer Service, Accounting, Operations and Field Service
processes. We expect the project to be complete before the end of 2012.
Water Operations, Gas Operations and Information Technology teamed up to develop a
master plan for the District’s control systems, known as Supervisory Control and Data
Acquisition (SCADA) systems. We plan to replace the SCADA system at the Platte South
Plant in 2012.

We launched programs for gas distribution safety
In early 2011, the District began a proactive inspection program to check sewer lines for
cross bores, where one utility line is bored through another. We hired contractors to use
special camera equipment to look for natural gas lines crossbored in privately owned sewer
lines. The inspection program may take up to 10 years to complete.
We developed and implemented the District’s Distribution Integrity Management
Plan (DIMP) for the gas distribution system, which is required by the Department of
Transportation’s Pipeline and Hazardous Materials Safety Administration. DIMP identifies
and evaluates system risks and how we will address them, as well as how we measure
performance, monitor results and evaluate the effectiveness of our program.
Our Employee Speakers Bureau received the Lorraine Giles School Safety Award from
the National Safety Council for our natural gas and water programs in classrooms and
at community events. In 2011, members made 192 presentations and reached more than
438,000 customers. Our Gas and Water Departments also received recognition for their
2011 safety records.
We gained momentum with our gas supply partners
The District purchased 27 percent of its gas supplies from the Central Plains Energy
Project (CPEP), which saved our customers $4.1 million in 2011. We optimized our gas
supply portfolio on the daily spot market, resulting in a savings of $133,000. We released
excess pipeline capacity, resulting in a credit of $723,000 towards our firm transportation
reservation fees. The total savings of $4.96 million generated by CPEP, gas supply optimization
and capacity release went directly to our customer-owners through reduced gas costs.
In May 2012, CPEP completed its third gas supply purchase through the issuance of $609
million in fixed rate bonds, which will save District customers more than $91 million over
the next 30 years. The bonds will finance the prepayment of 193 million decatherms of
10

Employees received recognition for their 2011 safety efforts at the National Safety Council, Nebraska annual safety
summit. From left: Bill Brennan, Gas Distribution; Board Member Steve Patterson; Shelley Camarillo, Gas Distribution,
and Andy Mahoney, Water Distribution. Brennan and Mahoney accepted safety awards on behalf of the Gas and Water
Departments. Camarillo received the Lorraine Giles School Safety Award on behalf of the District’s employee speakers
bureau for which she was president in 2011.
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Financials

The District did extensive
work to develop a Geographic
Information System to capture,
manage, analyze and display
all forms of geographically
referenced information on our
natural gas and water systems.
We rolled out the system in
2012.
We kept moving
with community outreach
Employees continued their
support of the United Way
of the Midlands, donating
more than $60,000 to help
social service programs in our
community.
The District’s Heat Aid Fund
received $30,000 from fundraising events organized by
employees, including the Meter
Reader Golf Tournament
and the Heartland Walk for
Warmth, held in partnership
with Black Hills Energy and
Omaha Public Power District.

Employees and their families participate in the 2011 Heartland Walk for
Warmth at Turner Park near Midtown Crossing.The event raised more
than $75,000 for energy assistance programs in the metro Omaha area.

We welcomed board member
Steve Patterson, who was
appointed to fill the vacancy
left by the resignation of Director Mark Doyle in May 2011. After 18 years of service on
the board, Mark joined the District’s staff as a senior vice-president overseeing customer
service, marketing and communications.

Debra Schneider joined the District as chief financial officer. She previously was vicepresident, chief financial officer, secretary and treasurer for Transgenomic Inc. Her career
also includes 17 years as senior vice-president of Finance for First Data Corp.; controller for
Creative Financing and an accountant with KPMG LLP.

Douglas R. Clark
President
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Michael W. McGowan
Chairperson of the Board
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METROPOLITAN UTILITIES DISTRICT
Management’s Discussion and Analysis
December 31, 2011 and 2010

This section presents management’s analysis and overview of the Metropolitan Utilities District’s (the District)
financial condition and activities as of and for the years ended December 31, 2011 and 2010. This information
should be read in conjunction with the financial statements and notes to the financial statements.
Overview of Financial Statements
Management’s discussion and analysis serves as an introduction to the financial statements and supplementary
information. The financial statements report information about the District using accrual accounting.
The balance sheet presents information on the District’s assets and liabilities, with the difference between the two
reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of the
District’s financial position.
The statement of revenues, expenses, and changes in net assets presents information on how the District’s net
assets changed during the 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 in
this statement for some items that will result in cash flows in future periods.
The notes to the financial statements provide required disclosures and other information that are necessary to
understand material data provided in the financial statements. The notes begin on page 16.
Financial Highlights
The District’s overall financial position and results of operations for the current and prior year are summarized
below. This information is derived from the financial statements and records of the District:
Gas Department

2011
Sales, volume sold – DTH:
Firm gas sales
Interruptible gas sales
Total gas sales
Degree days
Customers (December 31):
Firm customers
Interruptible customers

2010

26,587,086
5,444,382

83%
17

27,538,980
5,281,112

84%
16

32,031,468

100%

32,820,092

100%

6,035

6,175

217,076
27

216,123
30

217,103

216,153

Gas volumes sold in 2011 decreased 788,624 DTH, or 2.4%, from 2010 due to warmer winter weather. There
was an increase in firm gas customers in 2011 of 953 or 0.4%. There was a decrease of three interruptible gas
customers. One of these converted to firm and the other two were the result of discontinuance of operations.
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Gas volumes sold in 2010 increased 256,972 DTH, or 0.8%, from 2009 due to an increase in firm customers and
more sales to interruptible customers. There was an increase in firm gas customers in 2010 of 4,342 or 2.0%.
This increase was largely due to the purchase of the Elkhorn gas system from Black Hills Energy in 2010.
Gas Department Summary of Results of Operations
2011
Operating revenues:
Firm gas sales
Interruptible gas sales
Infrastructure charge
Other
Less bad debt expense
Total operating revenues, net
Nonoperating revenue

$ 185,599,715
23,705,610
12,414,012
5,181,191
(431,218)
226,469,310

2010

82% $ 204,201,879
10
26,952,311
5
12,514,314
3
5,190,877
—
(659,974)
100%

—    

248,199,407

2009

82% $ 205,405,616
11
23,028,290
5
12,219,200
2
4,899,105
—
(656,081)
100%

—    

244,896,130

84%
9
5
2
—
100%

6,529,373

Total revenue

226,469,310

Operating expenses:
Cost of natural gas
Other operating expenses

148,717,613
63,637,966

70%
30

175,436,541
65,005,230

73%
27

171,592,336
59,102,572

74%
26

212,355,579

100%

240,441,771

100%

230,694,908

100%

Total operating expenses
Nonoperating revenues (expenses), net
Change in assets
Net assets, beginning of year
Net assets, end of year

248,199,407

251,425,503

373,740

(52,072)

(223,429)

14,487,471

7,705,564

20,507,166

230,038,996

222,333,432

201,826,266

$ 244,526,467

$ 230,038,996

$ 222,333,432

Revenues from gas sales, net, were down 8.8% in 2011 due to less volumes sold and lower gas costs. Revenues
from gas sales, net, were up 1.3% in 2010 due to more volumes sold. Revenues from gas sales, net, were down
29.2% in 2009 due to less volumes sold and lower natural gas costs. The annual revenues for the average
residential gas customer were $696.44 in 2011 compared to $740.88 in 2010 and $737.79 in 2009.
The District initiated an Infrastructure Replacement Charge effective January 2, 2008. This charge is included in
the annual revenue for the average residential customer stated above for all three years.
Total operating expenses in 2011 were down 11.7% from 2010. In 2011, the cost of natural gas was 15.2% less
than in 2010. In 2011, other operating expenses were 2.1% lower than in 2010 primarily due to decreased
self-insurance reserves and benefit costs. Total operating expenses in 2010 were up 4.2% from 2009. In 2010, the
cost of natural gas was 2.2% more than in 2009. In 2010, other operating expenses were 10.0% higher than in
2009 primarily due to increased self-insurance reserves and benefit costs.
During 2011, the District recorded a $2,500,000 remediation obligation for estimated remediation costs at a
cleanup site at an old gas manufacturing site previously owned by the District. This obligation is based on
2
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preliminary data received from an engineering firm currently conducting studies on the levels of contamination
and possible required remediation. This is a preliminary estimate and is subject to change in future periods.
Gas Department Summary Financial Position

Plant in service, net
Noncurrent assets
Current assets
Total assets
Current liabilities
Noncurrent liabilities

2011

2010

2009

$

252,587,896
14,888,683
71,428,368

235,707,966
4,070,949
82,110,878

214,063,768
4,721,963
91,973,735

$

338,904,947

321,889,793

310,759,466

$

50,246,434
44,132,046

56,863,183
34,987,614

64,579,793
23,846,241

94,378,480

91,850,797

88,426,034

250,584,194
(6,057,727)

221,884,865
8,154,131

214,063,768
8,269,664

244,526,467

230,038,996

222,333,432

338,904,947

321,889,793

310,759,466

Total liabilities
Net assets:
Invested in capital assets, net of related debt
Unrestricted
Total net assets
Total liabilities and net assets

$

Gas Department Long-Term Debt Activity
Debt totaled $2,003,702 and $2,200,300 in the Gas Department at December 31, 2011 and 2010, respectively,
which relates to a low-interest loan obtained from the Nebraska Energy Office and its lending partner.
Gas Department Capital Asset Activity
In 2011, construction costs consists of $11.8 million related to services and meter equipment, approximately
$7.5 million related to the replacement or installation of new gas mains, and the balance was related to the
replacement and upgrade of general plant.
In 2010, construction costs consists of $6.3 million related to the purchase of the Elkhorn gas system,
$11.1 million related to services and meter equipment (excluding the Elkhorn gas system), approximately
$8.3 million related to the replacement or installation of new gas mains (excluding the Elkhorn gas system), and
the balance was related to the replacement and upgrade of general plant.
Water Department
Water sales (million gallons)
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2011

2010

29,398.3

29,547.8

(Continued)
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In 2011, the volume of water sales decreased 149.5 million gallons, or 0.5% less than 2010 due to fewer
industrial customers. In 2009, the volume of water sales decreased 800.1 million gallons, or 2.7% less than 2008
due to cooler summer temperatures, above average precipitation and increased conservation in 2009.

Customers (December 31)

2011

2010

201,580

200,491

The number of customers at the end of 2011 increased 1,089 or 0.5% over 2010. The number of customers at the
end of 2010 increased 1,389 or 0.7% over 2009.
Water Department Summary of Results of Operations
2011
Operating revenues:
Water sales
Infrastructure charge
Other
less: bad debt expense
Total operating revenues, net
Operating expenses
Nonoperating expenses net
Change in net assets
Net assets, beginning of year
Net assets, end of year

$

68,983,420
13,479,039
3,358,110
(401,640)
85,418,929

2010

81% $
16
4
(1)
100%

57,195,201
10,246,342
3,370,874
(261,342)
70,551,075

2009

81% $
15
5
(1)
100%

53,759,334
6,716,778
3,151,312
(164,400)

85%
11
5
(1)

63,463,024

100%

76,799,701
(7,827,469)

80,645,396
(7,802,498)

72,413,750
(7,504,148)

791,759

(17,896,819)

(16,454,874)

233,435,051

251,331,870

267,786,744

$ 234,226,810

$ 233,435,051

$ 251,331,870

Operating revenues, net, increased 21.1% in 2011 due to higher water rates than in 2010. Operating revenues,
net, increased 11.2% in 2010 due to higher water rates and sales volumes than in 2009. The annual revenues for
the average residential water customer were $269.24 in 2011 compared to $214.37 in 2010 and to $196.54 in
2009.
Total operating expenses in 2011 were down 4.8% from 2010 due to decreased benefit costs and water
purification costs. Total operating expenses in 2010 were up 16.9% over 2009 due to increased benefit costs,
self-insurance reserves and water purification costs Total operating expenses in 2009 were up 15.8% over 2008
due to increased labor and benefit costs, power costs and expenses related to a full year of operations at the new
Platte West treatment plant.
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Water Summary Financial Position

Plant in service, net
Current assets
Noncurrent assets
Total assets
Current liabilities
Long-term obligations

2011

2010

2009

$

462,219,453
21,132,831
2,863,311

456,373,134
16,588,558
3,063,121

455,512,509
23,961,336
4,404,175

$

486,215,595

476,024,813

483,878,020

$

33,888,202
218,100,583

33,247,214
209,342,548

22,715,165
209,830,985

251,988,785

242,589,762

232,546,150

281,207,539
171,574
(47,152,303)

269,250,638
171,488
(35,987,075)

267,446,464
171,334
(16,285,928)

234,226,810

233,435,051

251,331,870

486,215,595

476,024,813

483,878,020

Total liabilities
Net assets:
Invested in capital assets, net of related debt
Restricted
Unrestricted
Total net assets
Total liabilities and net assets

$

Water Department Long-Term Debt Activity
At December 31, 2011 and 2010, long-term obligations included a note payable of $278,760 and $335,609,
respectively, at 3.00% interest per annum to Nebraska Department of Environmental Quality (NDEQ). During
2011 and 2010, the District paid $56,849 and $55,180, respectively, on the note payable to NDEQ. In 2009, the
District entered into an American Recovery and Reinvestment Act loan agreement with the NDEQ for the
construction of a contact basin located near its Platte South Water Treatment Plant. This loan provides for
approximately 16.67% loan forgiveness as the project progresses. Construction remained in progress on
December 31, 2011. The outstanding balance of the loan portion of this agreement on December 31, 2011 and
2010 was $5,158,550 and $5,173,607, respectively, and the loan is at a 2.00% interest rate per annum. During
2011, the District paid $120,000 on this loan.
At December 31, 2011 and 2010, the District’s long-term debt included $88,990,000 and $91,880,000,
respectively, in Series 2006A bonds outstanding. At December 31, 2011 and 2010, the District’s long-term debt
included $88,925,000 and $92,500,000, respectively of Series 2006B revenue bonds outstanding. During 2011
and 2010, respectively, the District made principal payments of $6,465,000 and $4,795,000 toward its
outstanding Series 2006A and 2006B water revenue bonds.
At December 31, 2011, long-term debt obligations included an interdepartmental note payable of $19,384,300 at
a 3% interest rate per annum. $9,000,000 of this loan is expected to be paid in 2012 with remaining balance to be
paid in 2013.
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METROPOLITAN UTILITIES DISTRICT
Management’s Discussion and Analysis
December 31, 2011 and 2010

Water Department Capital Asset Activity
Significant projects in 2011 and 2010 are as follows:
•

In 2011, construction costs of approximately $2.9 million were related to constructing a waste equalization
basin and pump station at the Platte South Water Treatment Plant.

•

In 2010, construction costs of approximately $2.3 million were related to constructing a contact basin at
the Platte South Water Treatment Plant.

Contact Information
This financial report is designed to provide a general overview of the District’s finances. Questions concerning
any of the information provided in this report or requests for additional financial information should be addressed
to the President of the District at 1723 Harney Street, Omaha, Nebraska 68102.
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“
KPMG LLP
Suite 1501
222 South 15th Street
Omaha, NE 68102-1610
Suite 1600
233 South 13th Street
Lincoln, NE 68508-2041

Independent Auditors’ Report

The Board of Directors
Metropolitan Utilities District:
We have audited the accompanying basic financial statements of the business-type activities and each
major fund of the Metropolitan Utilities District (the District) as of and for the years ended December 31,
2011 and 2010, which collectively comprise the District’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the District’s management. Our responsibility
is to express opinions on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide 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 business-type activities and each major fund of the Metropolitan
Utilities District as of December 31, 2011 and 2010, and the respective changes in financial position and
cash flows for the years then ended, in conformity with U.S. generally accepted accounting principles.
The management’s discussion and analysis on pages 1 through 6 and the schedules of funding progress on
page 36 are not a required part of the financial statements but are supplementary information required by
U.S. generally accepted accounting principles. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation
of the supplementary information. However, we did not audit the information and express no opinion on it.

Omaha, Nebraska
March 13, 2012
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METROPOLITAN UTILITIES DISTRICT
Balance Sheets
December 31, 2011 and 2010
2011
Assets
Capital assets:
Utility plant in service
Less accumulated depreciation

$

Construction in progress
Net capital assets
Noncurrent assets:
Cash and cash equivalents – restricted
Deferred charges
Interdepartmental note receivable
Total noncurrent assets
Current assets:
Cash and cash equivalents
Cash and cash equivalents – restricted
Investments
Interdepartmental note receivable
Accounts receivable – customers and others,
less allowance for doubtful accounts
Interdepartmental receivable
Natural gas in storage
Propane in storage
Materials and supplies
Construction materials
Prepayments
Total current assets
Total assets

$

Gas
Department

Water
Department

389,074,373
142,293,563

587,133,110
149,191,489

—    
—    

976,207,483
291,485,052

246,780,810

437,941,621

—    

684,722,431

5,807,086

24,277,832

—    

30,084,918

252,587,896

462,219,453

—    

714,807,349

Eliminations

Total

300,581
2,200,100
10,384,300

171,574
2,691,737
—    

—    
—    
(10,384,300)

472,155
4,891,837
—    

12,884,981

2,863,311

(10,384,300)

5,363,992

10,105,315
—    
—    
9,000,000

595,575
3,084,295
—    
—    

—    
—    
—    
(9,000,000)

10,700,890
3,084,295
—    
—    

27,384,145
54,125
17,937,778
3,216,783
3,041,299
2,507,459
185,166

13,604,276
—    
—    
—    
2,867,992
736,991
243,702

(35,250)
(54,125)
—    
—    
—    
—    
—    

40,953,171
—    
17,937,778
3,216,783
5,909,291
3,244,450
428,868

73,432,070

21,132,831

(9,089,375)

85,475,526

338,904,947

486,215,595

(19,473,675)

805,646,867

See accompanying notes to basic financial statements.
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2010
Gas
Department

Water
Department

359,989,031
138,104,166

578,003,118
139,811,818

—    
—    

937,992,149
277,915,984

221,884,865

438,191,300

—    

660,076,165

13,823,101

18,181,834

—    

32,004,935

235,707,966

456,373,134

—    

692,081,100

Eliminations

Total

2,388,467
1,682,482
—    

171,488
2,891,633
—    

—    
—    
—    

2,559,955
4,574,115
—    

4,070,949

3,063,121

—    

7,134,070

5,194,404
—    
1,999,860
4,500,000

461,154
3,546,900
—    
—    

—    
—    
—    
(4,500,000)

5,655,558
3,546,900
1,999,860
—    

9,424,897
—    
—    
—    
2,205,017
724,721
225,869

—    
(2,181,493)
—    
—    
—    
—    
—    

50,038,687
—    
18,820,055
3,231,148
5,152,139
3,180,160
393,436

40,613,790
2,181,493
18,820,055
3,231,148
2,947,122
2,455,439
167,567
82,110,878

16,588,558

(6,681,493)

92,017,943

321,889,793

476,024,813

(6,681,493)

791,233,113

(Continued)
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2011
Gas
Department

Liabilities and Net Assets
Net assets:
Invested in capital assets, net of related debt
Restricted:
Environmental
Unrestricted

$ 250,584,194
—    
(6,057,727)

Total net assets

244,526,467

Noncurrent liabilities:
Long-term debt, excluding current installments
Interdepartmental loan, excluding current installment
Self-insured risks
Remediation obligation
Net pension obligation
Postretirement obligation
Other liabilities and deferred credits
Total noncurrent liabilities
Current liabilities:
Accounts payable
Customer deposits
Customer advances for construction
Interdepartmental payable
Sewer fee collection due municipalities
Statutory payment due municipalities
Other accrued expenses
Current installments of long-term debt
Interdepartmental loan
Accrued interest
Self-insured risks
Total liabilities
Total liabilities and net assets

$

Eliminations

Total

281,207,539

—    

531,791,733

171,574
(47,152,303)

—    
—    

171,574
(53,210,030)

234,226,810

—    

478,753,277

1,802,976
—    
268,930
2,000,000
2,876,269
34,064,531
3,119,340

178,798,283
10,384,300
—    
—    
2,250,771
26,656,559
10,670

—    
(10,384,300)
—    
—    
—    
—    
—    

180,601,259
—    
268,930
2,000,000
5,127,040
60,721,090
3,130,010

44,132,046

218,100,583

(10,384,300)

251,848,329

29,971,640
14,699,799
27,318
—    
—    
909,929
2,755,438
200,726
—    
—    
1,681,584

Total current liabilities

Water
Department

4,542,816
834,700
2,888,963
54,125
4,676,604
398,486
2,938,466
6,533,567
9,000,000
647,155
1,373,320

(35,250)
—    
—    
(54,125)
—    
—    
—    
—    
(9,000,000)
—    
—    

34,479,206
15,534,499
2,916,281
—    
4,676,604
1,308,415
5,693,904
6,734,293
—    
647,155
3,054,904

50,246,434

33,888,202

(9,089,375)

75,045,261

94,378,480

251,988,785

(19,473,675)

326,893,590

338,904,947

486,215,595

(19,473,675)

805,646,867
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2010
Gas
Department
221,884,865

Water
Department

Eliminations

Total

269,250,638

—    

491,135,503

171,488
(35,987,075)

—    
—    

171,488
(27,832,944)

233,435,051

—    

463,474,047

2,003,764
—    
313,484
—    
2,844,124
27,579,602
2,246,640

185,324,687
—    
—    
—    
2,243,754
21,757,789
16,318

—    
—    
—    
—    
—    
—    
—    

187,328,451
—    
313,484
—    
5,087,878
49,337,391
2,262,958

34,987,614

209,342,548

—    

244,330,162

5,111,500
1,396,440
2,729,117
2,181,493
4,052,334
305,938
2,994,088
6,643,749
4,500,000
668,705
2,663,850

—    
—    
—    
(2,181,493)
—    
—    
—    
—    
(4,500,000)
—    
—    

39,273,293
18,326,272
2,796,994
—    
4,052,334
1,210,841
5,804,846
6,840,285
—    
668,705
4,455,334

56,863,183

33,247,214

(6,681,493)

83,428,904

91,850,797

242,589,762

(6,681,493)

327,759,066

321,889,793

476,024,813

(6,681,493)

791,233,113

—    
8,154,131
230,038,996

34,161,793
16,929,832
67,877
—    
—    
904,903
2,810,758
196,536
—    
—    
1,791,484
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METROPOLITAN UTILITIES DISTRICT
Statements of Revenues, Expenses, and Changes in Net Assets
Years ended December 31, 2011 and 2010
2011
Gas
Department

Water
Department

226,900,528
431,218

85,820,569
401,640

—    
—    

312,721,097
832,858

226,469,310

85,418,929

—    

311,888,239

148,717,613
50,647,490
9,328,454
3,662,022

—    
64,149,495
11,567,594
1,082,612

—    
—    
—    
—    

148,717,613
114,796,985
20,896,048
4,744,634

Total operating expenses

212,355,579

76,799,701

—    

289,155,280

Operating income (loss)

14,113,731

8,619,228

—    

22,732,959

504,500
(130,760)
—    

25,541
(7,855,664)
2,654

(487,658)
487,658
—    

42,383
(7,498,766)
2,654

373,740

(7,827,469)

—    

(7,453,729)

14,487,471

791,759

—    

15,279,230

230,038,996

233,435,051

—    

463,474,047

244,526,467

234,226,810

—    

478,753,277

Operating revenues:
Charges for services
Less bad debt expense

$

Charges for services, net
Operating expenses:
Cost of natural gas
Operating and maintenance
Depreciation
Payment in lieu of taxes

Nonoperating revenues (expenses):
Investment income
Interest expense
Property taxes
Total nonoperating revenues
(expenses), net
Change in net assets
Net assets, beginning of year
Net assets, end of year

$

See accompanying notes to basic financial statements.
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Eliminations

Total

2010
Gas
Department

Water
Department

248,859,381
659,974

70,812,417
261,342

—    
—    

319,671,798
921,316

248,199,407

70,551,075

—    

318,750,482

175,436,541
52,610,768
8,563,500
3,830,962

—    
68,214,060
11,547,657
883,679

—    
—    
—    
—    

175,436,541
120,824,828
20,111,157
4,714,641

240,441,771

80,645,396

—    

321,087,167

7,757,636

(10,094,321)

—    

(2,336,685)

59,804
(111,876)
—    

77,242
(7,882,513)
2,773

(35,250)
35,250
—    

101,796
(7,959,139)
2,773

(52,072)

(7,802,498)

—    

(7,854,570)

7,705,564

(17,896,819)

—    

(10,191,255)

222,333,432

251,331,870

—    

473,665,302

230,038,996

233,435,051

—    

463,474,047

Eliminations

Total
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METROPOLITAN UTILITIES DISTRICT
Statements of Cash Flows
Years ended December 31, 2011 and 2010

Gas
Department

2011
Water
Department

Total

217,766,686
(138,720,356)
(31,545,102)
(3,662,022)

81,112,670
(36,477,454)
(24,833,749)
(1,082,612)

298,879,356
(175,197,810)
(56,378,851)
(4,744,634)

43,839,206

18,718,855

62,558,061

(13,244,590)

13,244,590

—    

(13,244,590)

13,244,590

—    

(32,470,681)
196,598
—    
2,169,830
—    
—    
(172,930)

(22,223,256)
(6,641,849)
—    
4,902,288
2,654
104,942
(8,461,863)

(54,693,937)
(6,445,251)
—    
7,072,118
2,654
104,942
(8,634,793)

(30,277,183)

(32,317,084)

(62,594,267)

(7,998,908)
10,000,000
504,500

(4,491,000)
4,491,000
25,541

(12,489,908)
14,491,000
530,041

Net cash provided by investing activities

2,505,592

25,541

2,531,133

Net increase (decrease) in cash and cash equivalents

2,823,025

(328,098)

2,494,927

Cash flows from operating activities:
Receipts from customers
Payments to suppliers
Payments to employees
Payments in lieu of taxes

$

Net cash provided by operating activities
Cash flows from noncapital financing activity:
Interdepartmental loans and advances
Net cash provided by (used in) noncapital
financing activity
Cash flows from capital and related financing activities:
Plant additions
Payments on long-term debt
Proceeds from issuance of debt
Customer advances
Proceeds received from property taxes
Proceeds received from loans and grants
Interest paid
Net cash used in capital and related
financing activities
Cash flows from investing activities:
Purchase of investment securities
Sales of investment securities
Interest received

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Reconciliation of operating income (loss) to net cash provided by
operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss) to net
cash provided by operating activities:
Depreciation:
Charged to operations
Charged to other accounts
Cash flows impacted by changes in:
Amounts due from customers and others
Natural gas, propane, materials, supplies, and prepayments
Deferred charges
Accounts payable and other
Customer deposits
Deferred credits and self-insurance
Net pension obligation
Postretirement obligation
Net cash provided by operating activities

7,582,871

4,179,542

11,762,413

$

10,405,896

3,851,444

14,257,340

$

14,113,731

8,619,228

22,732,959

9,328,454
4,175,956

11,567,594
752,161

20,896,048
4,928,117

13,229,644
784,866
(517,616)
(2,175,048)
(2,187,862)
718,246
32,145
6,336,690

(4,182,032)
(617,409)
136,496
(605,052)
(561,740)
(1,296,178)
7,017
4,898,770

9,047,612
167,457
(381,120)
(2,780,100)
(2,749,602)
(577,932)
39,162
11,235,460

43,839,206

18,718,855

62,558,061

$

See accompanying notes to basic financial statements.
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Gas
Department

2010
Water
Department

Total

245,411,413
(187,417,630)
(31,412,629)
(3,830,962)

70,897,392
(35,270,411)
(24,860,871)
(883,679)

316,308,805
(222,688,041)
(56,273,500)
(4,714,641)

22,750,192

9,882,431

32,632,623

(7,469,816)

7,469,816

—    

(7,469,816)

7,469,816

—    

(33,367,735)
—    
2,200,300
230,539
—    
—    
(137,464)

(18,436,606)
(5,028,929)
1,754,851
5,252,163
2,773
200,160
(8,297,281)

(51,804,341)
(5,028,929)
3,955,151
5,482,702
2,773
200,160
(8,434,745)

(31,074,360)

(24,552,869)

(55,627,229)

(46,986,869)
51,999,423
59,804

(12,659,146)
17,841,200
(22,437)

(59,646,015)
69,840,623
37,367

5,072,358

5,159,617

10,231,975

(10,721,626)

(2,041,005)

(12,762,631)

18,304,497

6,220,547

24,525,044

7,582,871

4,179,542

11,762,413

7,757,636

(10,094,321)

(2,336,685)

8,563,500
3,571,907

11,547,657
782,429

20,111,157
4,354,336

924,845
(3,135,323)
3,039,481
1,655,470
(10,379,062)
3,316,060
29,747
7,405,931

(1,135,364)
319,753
1,341,208
615,354
(573,383)
1,213,027
23,467
5,842,604

(210,519)
(2,815,570)
4,380,689
2,270,824
(10,952,445)
4,529,087
53,214
13,248,535

22,750,192

9,882,431

32,632,623

15

(This page has intentionally been left blank.)

METROPOLITAN UTILITIES DISTRICT
Notes to Basic Financial Statements
December 31, 2011 and 2010

(1)

Summary of Significant Accounting Policies
(a)

Nature of Operations
Metropolitan Utilities District (the District), a political subdivision of the State of Nebraska, is a
public utility providing water and gas service to a diversified base of residential, commercial, and
industrial customers. State statutes vest authority to establish rates in the board of directors
(the Board) and provide, among other things, that separate books of account be kept for each utility
department and for the equitable allocation of joint expenses. The Board determines the District’s
rates. The District is not liable for federal and state income taxes. The District pays ad valorem taxes
on real property not used for public purposes and in lieu of taxes to various municipalities.

(b)

Basis of Presentation
The District’s financial statements have been prepared using the economic resources measurement
focus and the accrual basis of accounting. Under this method, revenues are recorded when earned
and expenses are recorded at the time liabilities are incurred. The District adopted Governmental
Accounting Standards Board (GASB) Statement No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements,
during 2010. The adoption of GASB No. 62 had no effect on the District’s financial statements or
footnotes. The District follows the Uniform System of Accounts as prescribed by the National
Association of Regulatory Utility Commissioners.
Operating revenues and expenses generally result from providing gas and water services to the
District’s customers. The principal operating revenues are charges to customers for providing gas
and water services. Operating expenses include the cost of services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.
The District’s accounting policies also conform to the requirements for regulated operations.
Accordingly, certain transactions that result from the ratemaking process are recorded that would not
be recorded under U.S. generally accepted accounting principles for nonregulated utilities.

(c)

Utility Plant
Utility plant is stated at cost. Cost includes direct charges such as labor, material, and related
overhead. Allowance for borrowed funds used during construction represents interest capitalized on
construction projects not paid for by contributions to the extent such projects are financed by debt.
Interest was not capitalized on Gas Department projects in 2011 and 2010. Interest of $669,599 and
$450,019 was capitalized on Water Department projects in 2011 and 2010, respectively. The original
cost of depreciable units of plant retired, together with the net cost of removal, less salvage, are
charged to accumulated depreciation. Expenditures for ordinary maintenance and repairs are charged
to operations.
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METROPOLITAN UTILITIES DISTRICT
Notes to Basic Financial Statements
December 31, 2011 and 2010

Depreciation of utility plant is computed primarily on the straight-line method over its estimated
useful life. The weighted average composite depreciation rates, expressed as a percentage of the
beginning of the year cost of depreciable plant in service, were:

2011
Water Department
Gas Department

2.1%
3.5

2010
2.1%
3.5

Contributions in aid of construction (CIAC) are reported as contra-fixed assets in accordance with
Uniform Systems of Accounts and as allowed by requirements for regulated operations. For
ratemaking purposes, the District does not recognize such revenues when received; rather CIAC is
included in depreciation expense as such costs are amortized over the estimated lives of the related
utility plant. The credit is being amortized into rates over the depreciable lives of the related plant in
order to offset the earnings affect of these nonexchange transactions.
(d)

Net Assets
The net assets of the District are broken down into three categories: (1) invested in capital assets, net
of related debt, (2) restricted for debt service and environmental, and (3) unrestricted, including
unamortized debt issue costs.
•

Net assets invested in capital assets, net of related debt, consist of capital assets, including
restricted capital assets, net of accumulated depreciation and reduced by the outstanding
balance of debt that are attributable to the acquisition, construction, or improvement of those
assets.

•

Restricted for debt service and environmental funds represent net assets whose use is restricted
through external constraints imposed by constraints imposed by the Nebraska Department of
Environmental Quality and the Nebraska Game and Parks Commission.

•

Unrestricted net assets consist of net assets that do not meet the definition of net assets
invested in capital assets, net of related debt or restricted for debt service and environmental.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use
restricted first, and then unrestricted resources when they are needed.
(e)

Deferred Charges
Water Department deferred charges consist primarily of debt issuance costs, which are being
amortized on the straight-line method over the life of the bond, unamortized design fees, which are
amortized over the life of the asset, and software licenses, which are amortized over the life of the
related license. The Gas Department also has software licenses, which are being amortized over the
life of the related license.

(f)

Bond Premium and Discounts
Bond premium and discounts are amortized over the life of the bond using the straight-line method.
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METROPOLITAN UTILITIES DISTRICT
Notes to Basic Financial Statements
December 31, 2011 and 2010

(g)

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, bank demand accounts, overnight repurchase
agreements, and short-term liquid investments purchased with an original maturity of 90 days or less.
Cash and cash equivalents – restricted represent funds held by trustees pursuant to various bond
resolutions, restricted bank accounts required by the Nebraska Game and Parks Commission for
environmental mitigation of wetlands and a restricted bank account required for funds provided
under the Early Retiree Reinsurance program created by the Affordable Care Act.

(h)

Investments
The District’s investments comprise of U.S. government securities that have original maturities
greater than 90 days but less than one year, and are carried at amortized cost.

(i)

Accounts Receivable
Accounts receivable are recorded at the invoiced amount and do not bear interest. Amounts collected
on accounts receivable are included in net cash provided by operating activities in the statements of
cash flows. The allowance for doubtful accounts is the District’s best estimate of the amount of
probable credit losses in the District’s existing accounts receivable. The District determines the
allowance based on an analysis of open accounts and historical write-off experience.

(j)

Inventories
Inventories include natural gas, liquefied natural gas, propane, construction materials, and materials
and supplies. All inventories are carried at weighted average cost.

(k)

Compensated Absences
The District employees earn vacation days at specific rates during their employment. In the event of
termination, an employee is reimbursed for accumulated vacation time up to a maximum allowed
accumulation of no more than what they are eligible to earn in two years.

(l)

Revenues
Meters are read and bills are rendered on a cycle basis as earned. Revenues earned after meters are
read are estimated and accrued as unbilled revenues at the end of each accounting period. Accounts
receivable includes unbilled revenues as follows:

Gas
Water
(m)

$

2011

2010

13,586,570
941,913

25,123,517
1,097,600

Interdepartmental Transactions
Most routine disbursement transactions of the District are paid by the Gas Department and then
reimbursed by the Water Department through interdepartmental receivable and payable accounts. At
December 31, 2011, the Water Department reflected a payable to the Gas Department and the Gas
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Department reflected a receivable from the Water Department of $54,125. At December 31, 2010,
the Water Department reflected a payable to the Gas Department and the Gas Department reflected a
receivable from the Water Department of $2,181,493. The receivable and payable have been
eliminated in the total columns.
During 2011, the Gas Department loaned the Water Department $19,384,300 to fund operations and
this loan is expected to be paid off in 2013. The note bears interest at 3.00%. Interest charged on the
note was $487,658 for the year ended December 31, 2011. The debt, interest income, and expense
have been eliminated in the total columns.
(n)

Use of Estimates
The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management of the District to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Significant assumptions include the lives of the utility plant, pension obligation,
other postemployment benefit (OPEB) obligation, remediation obligation, estimates used in
determining self-insured risks, estimates for customer volumes in computing unbilled revenues, and
valuation of accounts receivable. Actual results could differ from these estimates.

(2)

Deposits and Investments
State Statute 14-2144 R.R.S. authorizes funds of the District to be invested in district bonds, municipal
bonds, warrants, and bonds of sanitary improvement districts, and any other investment that constitutes a
legal investment for the school fund of the State.
(a)

Deposits
At December 31, 2011 and 2010, all of the bank balances, other than overnight repurchase
agreements, were covered by federal depository insurance or collateralized with securities held by
the Federal Reserve Bank. At December 31, 2011 and 2010, $0 and $7,333,013, respectively, was
swept to overnight repurchase agreements, which are uninsured but fully collateralized by pledged
securities not held in the District’s name.

(b)

Investments
At December 31, 2011, the District had no investments. All funds were held as cash that was used to
reduce bank charges through earnings credits. These earnings credits were greater than the
investment income the District could receive investing in securities under the prudent person rule.
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At December 31, 2010, the District’s investments are categorized as follows:

Carrying
value
Gas Department:
Federal Home Loan Bank
Discount Notes

$

1,999,860

Fair value

1,999,958

Concentration

100%

Interest Rate Risk – The District’s investment policy does not limit investment maturities as a means
of managing exposure to fair value losses arising from increasing rates. All investments shown above
mature within one year.
Credit Risk – The District’s board authorizes the District to invest funds in accordance with the
prudent man rule: Investments are made as a prudent person would be expected to act, with
discretion and intelligence, to seek reasonable income, preserve capital, and, in general, avoid
speculative investments. Such securities may include, but are not limited to, U.S. Treasury securities,
U.S. government agency securities, and funding agreements with insurance companies, which are
rated at least A+ by A.M. Best. At December 31, 2010, credit ratings for all investments were rated
as AAA.
Concentration of Credit Risk – The District places no limit on the amount that may be invested in
any one issuer. Concentration percentages by investment type are included in the above tables.
Custodial Credit Risk – The District’s investment policy does not limit the value of investments that
may be held by an outside party.
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(3)

Utility Plant
Utility plant at December 31, 2011 and 2010 is summarized as follows:

2011:
Utility plant in service:
Depreciable
Nondepreciable (land)

Gas
Department

Water
Department

431,797,079
4,552,222

879,974,668
12,774,797

1,311,771,747
17,327,019

436,349,301

892,749,465

1,329,098,766

5,807,086

24,277,832

30,084,918

442,156,387

917,027,297

1,359,183,684

(142,293,563)

(149,191,489)

(291,485,052)

(47,274,928)

(305,616,355)

(352,891,283)

$

252,587,896

462,219,453

714,807,349

$

402,583,040
2,470,530

866,364,574
12,512,457

1,268,947,614
14,982,987

405,053,570

878,877,031

1,283,930,601

13,823,101

18,181,834

32,004,935

418,876,671

897,058,865

1,315,935,536

(138,104,166)

(139,811,818)

(277,915,984)

(45,064,539)

(300,873,913)

(345,938,452)

235,707,966

456,373,134

692,081,100

$

Total
Construction in progress
(nondepreciable)
Less:
Accumulated depreciation
Contributions and grants in
aid of construction
2010:
Utility plant in service:
Depreciable
Nondepreciable (land)
Total
Construction in progress
(nondepreciable)
Less:
Accumulated depreciation
Contributions and grants in
aid of construction
$
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The provision for depreciation expense is as follows:

Charged to depreciation
Charged to operating and
maintenance

$

$

Gas
Department

2011
Water
Department

Total

Gas
Department

2010
Water
Department

Total

9,328,454

11,567,594

20,896,048

8,563,500

11,547,657

20,111,157

4,175,956

752,161

4,928,117

3,571,907

782,429

4,354,336

13,504,410

12,319,755

25,824,165

12,135,407

12,330,086

24,465,493

Capital asset activity for the years ended December 31, 2011 and 2010 is as follows:
Balance,
beginning
of year

Increases

Decreases

Balance,
end
of year

2011:
Gas Department:
Utility plant in service
$ 405,053,570
Construction in progress
13,823,101
Accumulated depreciation
(138,104,166)
Contributions and grants in
aid of construction
(45,064,539)

37,364,893
29,392,973
(13,504,410)

(6,069,162)
(37,408,988)
9,315,013

436,349,301
5,807,086
(142,293,563)

(2,321,498)

111,109

(47,274,928)

$ 235,707,966

50,931,958

(34,052,028)

252,587,896

15,939,007
22,054,717
(12,319,755)

(2,066,573)
(15,958,719)
2,940,084

892,749,465
24,277,832
(149,191,489)

(5,382,645)

640,203

(305,616,355)

20,291,324

(14,445,005)

462,219,453

Water Department:
Utility plant in service
$ 878,877,031
Construction in progress
18,181,834
Accumulated depreciation
(139,811,818)
Contributions and grants in
aid of construction
(300,873,913)
$ 456,373,134
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Balance,
beginning
of year

Increases

Decreases

Balance,
end
of year

2010:
Gas Department:
Utility plant in service
$ 378,483,224
Construction in progress
15,897,213
Accumulated depreciation
(135,470,904)
Contributions and grants in
aid of construction
(44,845,765)

32,094,735
31,465,991
(12,135,407)

(5,524,389)
(33,540,103)
9,502,145

405,053,570
13,823,101
(138,104,166)

(256,087)

37,313

(45,064,539)

$ 214,063,768

51,169,232

(29,525,034)

235,707,966

16,901,403
18,250,474
(12,330,086)

(2,079,609)
(17,202,513)
2,634,749

878,877,031
18,181,834
(139,811,818)

(6,403,917)

1,090,124

(300,873,913)

16,417,874

(15,557,249)

456,373,134

Water Department:
Utility plant in service
$ 864,055,237
Construction in progress
17,133,873
Accumulated depreciation
(130,116,481)
Contributions and grants in
aid of construction
(295,560,120)
$ 455,512,509
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(4)

Long-Term Obligations
Activity in long-term obligations for the years ended December 31, 2011 and 2010 is as follows:
Balance,
beginning
of year
2011:
Series 2006A revenue bond
Less unamortized discount
Series 2006B revenue bond
Plus unamortized premium
NDEQ note payable #1
NDEQ note payable #2
CNG promissory note
Other postemployment
benefits
Pension obligation
Self-insured risks
Remediation obligation
Other liabs. and deferred

2010:
Series 2006A revenue bond
Less unamortized discount
Series 2006B revenue bond
Plus unamortized premium
NDEQ note payable #1
NDEQ note payable #2
CNG promissory note
Other postemployment
benefits
Pension obligation
Self-insured risks
Remediation obligation
Other liabs. and deferred

$

Decreases

Due within
one year

91,880,000
(267,033)
92,500,000
2,346,253
335,609
5,173,607
2,200,300

—
—
—
—
—
104,943
—

2,890,000
(13,255)
3,575,000
112,935
56,849
120,000
196,598

88,990,000
(253,778)
88,925,000
2,233,318
278,760
5,158,550
2,003,702

2,985,000
—
3,250,000
—
58,567
240,000
200,726

49,337,391
5,087,878
4,768,818
—
2,262,958

15,429,763
9,339,162
5,355
2,555,547
21,925,248

4,046,064
9,300,000
1,450,339
55,547
21,058,196

60,721,090
5,127,040
3,323,834
2,500,000
3,130,010

—
—
3,054,904
500,000
—

$

255,625,781

49,360,018

42,848,273

262,137,526

10,289,197

$

94,675,000
(280,289)
94,500,000
2,459,188
390,789
3,597,506
—

—
—
—
—
—
1,576,101
2,200,300

2,795,000
(13,256)
2,000,000
112,935
55,180
—
—

91,880,000
(267,033)
92,500,000
2,346,253
335,609
5,173,607
2,200,300

2,890,000
—
3,575,000
—
56,849
121,900
196,536

36,088,856
5,034,664
2,183,770
—
318,919

16,393,703
8,690,732
3,927,988
—
15,141,165

3,145,168
8,637,518
1,342,940
—
13,197,126

49,337,391
5,087,878
4,768,818
—
2,262,958

—
—
4,455,334
—
—

238,968,403

47,929,989

31,272,611

255,625,781

11,295,619

$

(a)

Increases

Balance,
end
of year

Notes Payable
Long-term debt in the Water Department consists of a 3% note payable (NDEQ note payable #1) and
a 2% note payable (NDEQ note payable #2) to the NDEQ. NDEQ note payable #1 is payable in
semiannual installments of $33,247 plus an administrative fee through December 15, 2016. NDEQ
note payable #2 relates to construction of the Platte South contact basin project. The District has
been approved for a loan not to exceed $7,049,000 with the NDEQ. Construction on the project is
ongoing and as of December 31, 2011. The District has received $5,278,550 of loan funds and paid
back $120,000 during 2011. Upon completion of the project, payments are scheduled to be payable
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in semiannual installments of $181,492 through 2030. However, the NDEQ requires the District to
make $120,000 semiannual payments until the project is complete.
Note payable requirements to maturity for NDEQ note payable #1 are as follows:
Principal
2012
2013
2014
2015
2016

Interest

Administrative
fee

Total

$

58,567
60,337
62,161
64,039
33,656

7,927
6,157
4,333
2,454
519

2,642
2,052
1,444
818
173

69,136
68,546
67,938
67,311
34,348

$

278,760

21,390

7,129

307,279

The table above does not include NDEQ note payable #2 as payment schedule will not be finalized
until completion of the Platte South contact basin project.
(b)

Water Revenue Bonds
On February 24, 2006, the District issued 2006A Series Bonds for a par value of $100,000,000, and
on October 11, 2006, the District issued 2006B Series Bonds for a par value of $96,000,000. The
remaining outstanding balance, annual installments, and interest rates at December 31, 2011 and
2010, consists of:
Annual
installment

Interest rate
Series 2006A bonds:
Serial
Term
Series 2006B bonds:
Serial
Term

4.000% – 4.375% $ 2,985,000 – 5,910,000
4.375
0 – 12,640,000
4.0% – 5.0%
5.0

$ 2,675,000 – 5,285,000
0 – 18,225,000
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76,350,000
12,640,000

79,240,000
12,640,000

70,700,000
18,225,000

74,275,000
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The 2006A Bonds are subject to optional redemption prior to maturity on and after December 1,
2016. The 2006B Bonds are subject to optional redemption prior to maturity on and after June 1,
2017. Principal and interest payments are as follows:

2012
2013
2014
2015
2016
2017 – 2021
2022 – 2026
2027 – 2031
2032

Principal

Interest

Total

$

6,235,000
5,845,000
6,055,000
6,000,000
6,315,000
35,660,000
44,145,000
54,960,000
12,700,000

7,700,863
7,461,462
7,225,663
6,986,963
6,743,263
29,649,213
21,406,125
10,456,281
317,500

13,935,863
13,306,462
13,280,663
12,986,963
13,058,263
65,309,213
65,551,125
65,416,281
13,017,500

$

177,915,000

97,947,333

275,862,333

The indenture, under which the revenue bonds were issued, provides for the creation and
maintenance of certain funds. These cash and investments are classified as restricted on the balance
sheets. The District has pledged future water revenues to repay the 2006A and 2006B Series Bonds.
Proceeds from the bonds provided financing for the Platte West Water Treatment Plant. The 2006A
and 2006B Series Bonds are payable solely from water revenues and are payable through 2031 and
2032, respectively. Principal and interest paid and total water revenues for the year ended
December 31, 2011 were $14,417,693 and $85,820,569, respectively, and for the year ended
December 31, 2010 were $12,971,263 and $70,812,417, respectively.
At December 31, 2011, the District was in compliance with the provisions of the Series 2006A and
2006B water revenue bond covenants which require charges and assessments collected in each fiscal
year to be greater than the sum of (1) current expenses, (2) 120% of average annual debt service of
the revenue bonds, and (3) 100% of any other unpaid long-term obligations and any other
indebtedness as they become due. Charges and assessments were approximately $9 million more
than required under the covenant.
(c)

CNG Promissory Note
The District’s Gas Department entered into a Business Loan Agreement on December 16, 2010 for
$2,200,300. This loan is a low interest loan obtained from the Nebraska Energy Office and its
lending partner. This loan matures December 15, 2020 and the interest rate is fixed at 2.5%.
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Principal and interest payments for the CNG promissory note are as follows:

Principal
2012
2013
2014
2015
2016 – 2020

(5)

Interest

Total

$

200,726
205,939
211,220
216,637
1,169,180

48,604
43,319
38,038
32,621
76,879

249,330
249,258
249,258
249,258
1,246,059

$

2,003,702

239,461

2,243,163

Line of Credit
The District’s Gas Department entered into an unsecured line of credit on October 31, 2006 for
$30,000,000. The current Loan Agreement matures May 1, 2012. As of December 31, 2011 and 2010, the
interest rate is 3% and no amounts were outstanding.

(6)

Deferred Charges
(a)

Water Department
Included in the Water Department’s deferred charges at December 31, 2011 and 2010 is:

2011
Bond issuance costs
Design costs
Software costs and licenses
Other

(b)

2010

$

1,235,642
591,128
401,333
463,634

1,299,040
671,337
666,175
255,081

$

2,691,737

2,891,633

Gas Department
Included in the Gas Department’s deferred charges at December 31, 2011 and 2010 is:

2011
Gas recovery
Software costs and licenses
Other
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2010

$

—
1,138,168
1,061,932

216,729
798,047
667,706

$

2,200,100

1,682,482
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(7)

Pension Plan
(a)

Plan Description and Funding Policy
The District sponsors a single-employer defined benefit pension plan (the Plan) for all full-time
employees of the Water and Gas Departments administered by a third-party administrator. The Plan
was established and may be amended by the Board. The Plan provides retirement, disability (in the
form of continued credited service), death, and termination benefits. An employee of the District is
eligible for coverage at the time of employment. Vesting is achieved upon the completion of five
years of service. The District does not issue a separate report that includes financial statements and
required supplementary information for the Plan.
As of January 1, 2012, membership
of the Plan consists of the
following:
Active employees
Long-term disability
Terminated vested
Retirees and beneficiaries
receiving benefits

846
29
44
517
1,436

The Plan is not subject to either the minimum funding standards of the Employee Retirement Income
Security Act of 1974 or the maximum funding limitations. Funding standards are actuarially
determined using the Entry Age Normal Cost method. Actuarial reviews are produced on an annual
basis, the most recent was as of January 1, 2012.
The information presented in the notes to the financial statements and required supplementary
information was determined as part of the actuarial valuation at the date indicated. The actuarial
value of assets is calculated using an asset smoothing method. Valuation information is as follows:
Valuation date
Actuarial cost method
Amortization period
Remaining amortization period
Actuarial assumptions:
Investment rate of return
Projected salary increase
Annual postretirement benefit increase
Inflation rate

January 1, 2012
Entry age normal cost method
30 years
30
7%
4% to 11%
3%
3.25%
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(b)

Annual Pension Cost and Net Pension Obligation
The District’s annual pension cost and net pension obligation to the Plan for 2011 and 2010 were as
follows:

2011
Annual required contribution
Interest on net pension liability
Adjustment to annual required contribution

$

Annual pension cost
Contributions made
Increase in net pension obligation
Net pension obligation, beginning of year
Net pension obligation, end of year

$

2010

9,235,199
368,871
(264,908)

8,587,857
365,013
(262,138)

9,339,162

8,690,732

9,300,000

8,637,518

(39,162)

(53,214)

(5,087,878)

(5,034,664)

(5,127,040)

(5,087,878)

The annual pension costs, the percentage of annual pension cost contributed, and the net pension
obligation are as follows:
Three-year trend information
Annual
Percentage
Net
pension
of APC
pension
cost (APC)
contributed
obligation
Year ended December 31:
2011
2010
2009

(c)

$

9,339,162
8,690,732
7,759,828

100% $
99
80

(5,127,040)
(5,087,878)
(5,034,664)

Contributions
Annual contributions to the Plan for employee members are composed of employee contributions
equal to 3.76% of base salary. The District then makes payment sufficient so that the District, in
total, is funding the annual required contribution (ARC) as per the Plan’s Actuarial Valuation.

(d)

Funding Status and Funding Progress (in thousands except percentages)

Actuarial valuation date
January 1, 2012
January 1, 2011
January 1, 2010

$

Actuarial
value of
assets
(a)

Actuarial
accrued
liability
(AAL)
entry age
(b)

Unfunded
AAL
(UAAL)
(b-a)

Funded
ratio
(a/b)

263,114
252,420
241,025

315,122
304,163
291,187

52,008
51,743
50,162

84
83
83
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Covered
payroll
(c)
$

51,869
51,484
50,782

UAAL as a
percentage
of covered
payroll
((b-a)/c)
100
101
99
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The schedules of funding progress, presented as required supplementary information (RSI) following
the notes to the financial statements on page 36, present multiyear trend information about whether
the actuarial value of plan assets are increasing or decreasing over time relative to the actuarial
accrued liability for benefits.
(8)

Postemployment Benefits
(a)

Plan Description
The District provides certain postemployment healthcare and life insurance benefits to eligible
retirees and their spouses in accordance with provisions established by the Board. The plan is a
single-employer defined benefit healthcare plan administered by the District. The plan does not issue
separate financial statements.

(b)

Funding Policy
The contribution requirements of plan members and the District are established and can be amended
by the Board. Contributions are made to the plan based on a pay-as-you-go basis. For the years
ended December 31, 2011 and 2010, the following payments were made:

2011
Water retirees
Gas retirees
Total

2010

$

2,145,178
2,621,885

45% $
55

1,719,287
2,101,251

$

4,767,063

$

3,820,538

45%
55

Retirees contributed $148.33 per month for retiree only coverage effective April 1, 2011 and the
same amount to cover their spouses.
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(c)

Annual OPEB Cost and Net OPEB Obligation
The District’s annual OPEB cost (expense) is calculated based on the annual required contribution of
the employer (ARC), an amount actuarially determined in accordance with the parameters of
GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postretirement
Benefits Other than Pensions. The ARC represents a level of funding that, if paid on an ongoing
basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or
funding excess) over a period not to exceed 30 years. The District’s annual OPEB cost, the
percentage of annual OPEB cost contributed to the plan, and the net OPEB obligation for 2011 and
2010 are as follows:

Annual OPEB
cost
Fiscal year ended:
December 31, 2011
December 31, 2010
December 31, 2009

$

Annual OPEB
contributed

15,429,763
16,393,703
16,289,992

26% $
19
17

Net OPEB
obligation
60,721,090
49,337,391
36,088,856

The following table shows the components of the District’s annual OPEB cost for 2011 and 2010,
the amount actually contributed to the plan, and changes in the District’s net OPEB obligation:
Annual required contribution
Interest on net OPEB obligation
Adjustment to annual required contribution

$

Annual OPEB cost
Contributions made
Increase in OPEB obligation
Net OPEB obligation – beginning of year
Net OPEB obligation – end of year

$

31

15,100,847
1,973,496
(1,644,580)

16,116,173
1,623,999
(1,346,469)

15,429,763

16,393,703

4,046,064

3,145,168

11,383,699

13,248,535

49,337,391

36,088,856

60,721,090

49,337,391
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Funded Status and Funding Progress
The funded status of the plan as of January 1, 2011, the date of the last actuarial valuation, is as
follows:

Actuarial accrued liability (AAL)
Actuarial value of plan assets
Unfunded actuarial accrued
liability (UAAL)
Funded ratio
Covered payroll
UAAL as a percentage of covered payroll
(d)

$

177,049,379
—

$

177,049,379
—%
—%
335%

Actuarial Methods and Assumptions
Actuarial valuations on an ongoing plan involve estimates of the value reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future. The schedule of funding progress, presented as required supplementary
information following the notes to the financial statements, presents multiyear trend information
about whether the actuarial value of plan assets is increasing or decreasing over time relative to the
actuarial accrued liabilities for benefits.
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include benefits provided at the time of each
valuation and the historical pattern of sharing benefit costs between the employer and plan member
to that point. The actuarial methods used include techniques that are designed to reduce the effects of
short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with
the long-term perspective of the calculations. In the January 1, 2011, actuarial valuation, the unit
credit actuarial cost method was used. The actuarial assumptions included a 4.0% projected
investment rate of return and an annual healthcare cost trend of 8.50% initially, reduced by periodic
decrements to an ultimate rate of 5.0% after seven years. Both rates include a 3.0% inflation
assumption. The unfunded actuarial accrued liability is being amortized over 30 years as a level
percent of payroll.

(9)

Self-Insured Risks
The District is exposed to various risk of loss related to torts, theft of and destruction of assets, errors and
omissions, and natural disasters. In addition, the District is exposed to risks of loss due to injuries to, and
illnesses of, its employees. The District provides its employees with two health insurance options, both of
which are primarily self-insured, a Health Maintenance Organization (HMO) and a preferred provider
Organization (PPO). The District utilizes an “Administrative Services Only” contract under which the
District reimburses the HMO for actual claims paid, a monthly administrative fee, and stop-loss protection
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for individual claims. Individual stop-loss coverage is effective when annual individual claims exceed
$500,000. Similar to the HMO, the District reimburses the PPO for actual claims paid and an
administrative fee. For the PPO plan, the District also pays a monthly fee for stop-loss protection, but for
both individual and aggregate claims in excess of 125% of projected levels. A liability for claims is
recorded in accounts payable, and was $1,213,960 and $1,316,466 at December 31, 2011 and 2010,
respectively.
The District carries commercial insurance coverage for auto and property with deductibles ranging from
$500 to $100,000. The District is also self-insured for workers’ compensation and general liability and
does not carry additional commercial coverage. There have been no significant reductions in insurance
coverage in 2011. In 2011, 2010, and 2009, the insurance policies in effect have adequately covered all
settlements of claims against the District. No claims have exceeded the limits of property or liability
insurance in any of the past three years. Liabilities are recorded for these self-insured risks. The liabilities
are based on a combination of loss experience and estimates by the District’s in-house legal department.
Changes in the District’s self-insured risk balances during 2011 and 2010 are as follows:

Gas Department
2011
2010

Water Department
2011
2010

Beginning balance
Expenses
Payments

$

2,104,968
294,215
(448,669)

719,190
1,750,902
(365,124)

2,663,850
(288,860)
(1,001,670)

1,464,580
2,177,086
(977,816)

Ending balance

$

1,950,514

2,104,968

1,373,320

2,663,850

(10) Amounts Due from Customers and Others and Allowance for Doubtful Accounts
The allowance for doubtful accounts provides for the potential write-off of uncollectible account balances.
It is the District’s policy to only write off receivables that are over two years old. During 2011, the Gas
Department and Water Department wrote off receivables totaling approximately $1,400,000 and $300,000,
respectively. During 2010, the Gas Department and Water Department wrote off receivables totaling
approximately $2,000,000 and $300,000, respectively. The allowance consists of the following at
December 31:
2011
Water Department
Gas Department

$

834,592
2,083,562

2010
646,848
2,696,037

(11) Commitments
(a)

Central Plains Energy Project (CPEP)
Central Plains Energy Project (CPEP) is a public body created under Nebraska Interlocal Law for the
purpose of securing long-term, economical, and reliable gas supplies. CPEP currently has three
members: the District, Cedar Falls Utilities, and Hastings Utilities, each of which have equal
representation on the board of CPEP. Under an administrative services agreement with CPEP, the
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District manages the daily activities of CPEP. CPEP has acquired gas through long-term prepaid gas
purchase agreements and delivers gas to its members or customers through long-term gas supply
contracts for specified volumes of gas at market-based pricing less a contractual discount. Members
or customers are only obligated to pay for gas if, and when, delivered by CPEP. CPEP’s debt is not
an obligation of the District or any other members or customers of CPEP. CPEP has issued
$1.2 billion of gas supply revenue bonds to fund these natural gas prepayment transactions, which
are secured by gas contracts entered into with each project’s members or customers. Under the
current agreements, the District anticipates taking approximately 90% of the gas acquired in these
transactions under a 20-year gas purchase agreement entered into with CPEP in 2007 and a 30-year
gas purchase agreement entered into in 2009. Terms of this 2007 gas supply agreement were
renegotiated in 2009 and the gas flows under this agreement will now expire on October 31, 2023.
Audited financial statements of CPEP are available from the District.
At December 31, 2011 and 2010, the District owed CPEP $4,791,452 and $5,963,853 for gas
purchases under these agreements. During the years ended December 31, 2011 and 2010, billings
from CPEP to the District for services provided under these agreements were $33,655,512 and
$46,501,436, respectively.
The District has contracted to purchase the following volumes of gas from CPEP, through 2039, at a
discount to market-based pricing on a pay-as-you-go basis:
Dth
2012
2013
2014
2015
2016 – 2039

8,806,691
8,817,840
8,817,840
8,818,942
138,763,580
174,024,893

In 2011 and 2010, respectively, the District purchased 8,819,825 Dth and 10,499,840 Dth of gas
under these agreements representing 27.5% and 29.0% of the District’s annual gas requirements.
(b)

Other Gas Supply Agreements
The District has various other gas supply contracts with a variety of suppliers which consist of
contracts that expire March 31, 2012, October 31, 2012, and March 2013 and are generally renewed
on an annual basis.

(c)

Construction
At December 31, 2011, the District’s obligation under the uncompleted portion of contracts for plant
facilities and equipment for the Water Department amounted to approximately $1,567,187, which
will be financed through operations. For the Gas Department, $159,110 obligations existed at
December 31, 2011. Gas Department obligations will be financed through operations and the
long-term low interest loan provided by the Nebraska Energy Office and its lending partner.
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(12) Contingencies
The most recent collective bargaining agreement between the District and its unionized employees expired
on March 31, 2011, and the parties have extended the collective bargaining agreement by mutual
agreement during negotiations. The International Brothers of Electrical Workers, Local 1521 (the Union)
filed a petition in September 2011 with the Commission of Industrial Relations (CIR), seeking to declare
the parties have reached an impasse for a new contract covering 2011. The District filed its answer with the
CIR in October 2011 and is awaiting a hearing in front of the CIR. As the petition relates to wage and
benefits to be paid since April 1, 2011, the outcome of the petition and bargaining agreements could
ultimately effect operating expenses reflected in these financial statements. As outcome is unknown, no
amounts have been accrued for in these financial statements related to these negotiations.
The District is subject to legal proceedings and claims that arise in the ordinary course of business.
Management believes, based on the opinion of legal counsel, that the amount of ultimate liability with
respect to these actions is adequately covered by the District’s accrued liabilities for self-insured risks.
(13) Pollution Remediation
During 2011, the District was identified as a potentially responsible party (PRP) related to a site of a
former manufactured gas plant (the Site). The Site is currently owned by the City of Omaha. This Site is
currently subject to a site investigation by a third party to help the District determine what are potential
options and costs associated with remediating the Site. In 2011, the District recorded a remediation liability
of $2,500,000 of which $2,000,000 is included as a noncurrent liability and $500,000 that is expected to be
spent in 2012 is included in accounts payable in the accompanying balance sheet. This liability represents
the District’s initial estimates of remediation costs. However, further site investigation is necessary to
better project remediation costs, as such, cost estimates are subject to change in future periods. The District
believes there is at least one other potentially responsible party that may be legally obligated to contribute
to the remediation costs at the site and may pursue recovery from those parties depending on results of the
site investigation. The remediation liability was measured at its expected amount, using the expected cash
flow technique.
Although not finalized, remediation will include at a minimum, removal of contaminants to be shipped to
an appropriate landfill, providing fill dirt, monitoring ground water activity, and providing a “cap” of clean
fill dirt. The current projected amount is the District’s best estimate at December 31, 2011 and is subject to
change pending the site investigation.
The District has provided Environmental Protection Agency (EPA) with many documents regarding the
past use of the facility. To date, there have been no orders from the EPA requiring the District to do
anything, however, the District is proceeding with the site investigation with plans of applying for the State
of Nebraska’s Voluntary Remediation Program which the State of Nebraska manages locally on behalf of
the EPA. Acceptance in the voluntary program will eliminate EPA from having to “order” the District to
do anything. The EPA is aware the District is conducting an investigation.
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Schedules of Funding Progress
(Dollar amounts in thousands)
(Unaudited)
Schedule of Funding Progress – Pension

Actuarial
value of
assets
(a)

Actuarial
valuation
date
1/1/2012
1/1/2011
1/1/2010
1/1/2009
1/1/2008
1/1/2007

$

263,114
252,420
241,025
235,349
245,760
234,707

Actuarial
accrued
liability
(AAL)
entry age
(b)
315,122
304,163
291,187
277,524
262,627
241,172

Unfunded
AAL
(UAAL)
(b-a)

Funded
ratio
(a/b)

52,008
51,743
50,162
42,175
16,867
6,465

83
83
83
85
94
97

Covered
payroll
(c)
$

51,869
51,484
50,782
46,428
43,105
40,945

UAAL as a
percentage
of covered
payroll
((b-a)/c)
100
101
99
91
39
16

Schedule of Funding Progress – OPEB
Actuarial
value of
assets
(a)

Actuarial
valuation
date
1/1/2011
1/1/2009
1/1/2008

$

—    
—    
—    

Actuarial
liability
(AL)
(b)
177,049
184,719
160,494

Unfunded
AL
(UAL)
(b – a)
177,049
184,719
160,494

See accompanying independent auditors’ report.

36

Funded
ratio
(a/b)
—
—
—

Covered
payroll
(c)
$

52,893
50,782
46,428

UAL as a
percentage
of covered
payroll
((b – a)/c)
335
364
346

