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FINANCIAL SECTION



INDEPENDENTAUDITOR’S REPORT

Boardof Commissioners
BassettCreekWatershed
ManagementComrn.ission

We haveauditedthe accompanyinggeneralpurposefinancial statementsof theBassettCreekWatershed
ManagementCommissionas of andfor the yearendedJanuary31,2003. Thesegeneralpurposefinancial
statements are the responsibility of the Bassett Creek Watershed Management Commission’s
management.Our responsibilityis to expressan opinion on thesegeneralpurposefinancial statements
basedon ouraudit.

Weconductedour audit in accordancewith auditingstandardsgenerallyacceptedin theUnitedStatesof
America and the standardsapplicableto financial audits containediii Qgy~udj~ng~Stand~4s.
issuedby the ComptrollerGeneraloftheUnitedStates.Thosestandardsrequirethatweplan andperform
the audit to obtainreasonableassuranceaboutwhetherthe generalpurposefinancial statementsarefree of
material misstatement.An audit includes examining,on a teSt basis,evidencesupportingthe amounts
and disclosuresin the general purposefinancial statements. An audit also includes assessingthe
accountingprinciples usedand significant estimatesmadeby management,as well as evaluatingthe
overallgeneralpurposefinancial statementpresentation.We believethatour auditprovidesareasonable
basisfor ouropinion.

In our opinion, the generalpurposefinancial statementsreferredb abovepresentfairly, in all material
respects,the financial positionof theB assertCreekWatershedManagementCommissionatJanuary31,
2003,and the resultsof its operationsfor the yearthen endedin accordancewith accountingprinciples
generallyacceptedin theUnitedStatesofAmerica.

In accordancewith ~ ent~~diririgStandardswehavealso issUedourreportdatedMarch7, 2003,
on our considerationof: the BassettCreek W.tershedManagementCommission’sinternalcontrol over
financial reportingandour testsof its compliancewith certainprovisionsof laws, regulations,contracts,
andgrants. This reportis anintegralpartof an auditperformedin accordancewith ~Qy~~mentAuditiflg
~&idSs andshouldbereadin conjunctionwith thisreport in consideringtheresultsof our audit.

March7, 2003
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BASSEITCREEKWATERSE{ED
MANAGEMENT COMMISSION

CombinedBalanceSheet
GovernmentalFund Types

As of January31, 2003
(with ComparativeTotalsusof January31. 2002)

Totals
4umOn~

2003 2002

Currentassots
Cashandtemporaryinvestnents
Accruedinterestreceivable
Prepaidexpenses

Total assets S 444,336 S 1,835.786 S 2,280,122 S 1,373,445

Liabilities andFundBalance

Liabilities
Accountspayabk
Deferredrevenue

Total liabilities

$ 26,824
301,668
328,492

S — $ 26,824
301,668
328,492

.5 40,509
33.973
74,482

Fundbalance
Unreserved

Designatedfor improvements
Tindesignated

Total fond balance
115,844
115,844

1,835,786

1.835.786

1,835,786
115,844

1,951,630

1,662,260
136,703

1,798,963

Total liabilities
arid fund balance S 444,336 S 1.835.786 $ 2.280,122 S 1,873,445

Seenotesto ñnancialstatements

Assets

General
rmprovem~t

aproj!~ts

8 442,735 $ 1,825,683 S 2,268,418 S 1,840,786
10,103 10,103 31,058

1,601 1,601 1%601
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BASSEfl CREEKWATERSHED
MANAGEMENT COMMISSION

CombinedStatementofRevenue,Expenditures,andChangesIn FundBalance
GovernmentalFundTypes

YearEndedJanuary31,2003
(with ComparativeTotalsforYearEndedJanuary31,2002)

Revenue

General
Improvement
~lProje~

Totals
(MemorandumOnly)

2003 2002

Membercontributions
Stategrant
Otherrevenue

Interest
• Miscellaneous

Rebatefrom U.S.Army Corpsof Engineers
Total revenue

Expenditures
Current

Engineering
Secondgenerationplan
Legal
Professionalservices
Secretarialservices
Publiccommunications
Contingencies

Total expenditures

160,171
85,750
7,022
5,693

42,523
15,914

30,574
12,631

133,285
471,490

167,446
1 84,269

5,957
6,851

21,772

3,353
1,000

390,653

Excess(deficiency)ofrevenue
andotherfinancingsourcesover
expendituresarid otherfinancinguses

Fundbalance
Beginningof year

Endof year

136,703

S 115,844

1,662,260

$ 1,835,786

1,798,963

S 1,951,630

1,814,821

$ 1,798,963

Seenotesto financial statements

5 295,000 $

1,958
1,006

291,964

— $ 295,000 $ 275,000
15,600

31,987

2,208
374,795

28,616
11,625

133,285
173,526

173,526

2,750
328,823

(20,859)

160,171
85,750
7,022
5,693

41,523
15,914
2,750

.3 18,823

1.52.667
Excess(deficiency)of
revenueoverexpenditures

Otherfinancingsources(uses)
Operatingtransfersin
Operatingtransfers(out)

Total otherfinancingsources(uses)

(15,858)

66,500

-~ —~L_-

(20,859) 173,526 152,667 (15,858)
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BASSEITCREEKWATERSHED
MANAGEMENT COMMISSION

Statementof Rcveriue,Expenditures,andChangesin fundBalance

BudgetandActual
GeneralFund

• YearEndedJanuary31,2003
(With ComparativeActualAmountsfor YearEndedJanuary31,2002)

2003
Over

2002

St Actual
(Under)

Actual

Revenue
Membercontributions
Stategrant
Otherrevenue

Interest
Miscellaneous

Total revenue

Expenditures
Current

Engineering
Secondgenerationplan
Legal
Professionalservices

Secretarialservices
Publiccommunications
Contingencies

Toni e>zpenditures

170,500
75,000
25,000
6,500

18,000
30,000
15,000

340,000

160,171
85,750
7,022
5,693

41,523
15,914

______ 2,750
318,823

(10,329)
10,750

(17,978)
(807)

23,523
(14,086)

167,446
184,269

5,957
6,851

• 22,772
3,358
1,000

390,653

Excess(deficiency?of
revenueoverexpenditures

Otherfinancingsources
Operatingtransferin — 66,500

Excess(deficiency)of
revenueandotherfinancing
sourcesoverexpenditures $ (40,000) (20,859) S 19,141 (22,870)

fundbalance
Beginningof year 136,703 • 159,573

End of year

Seenotesto financialstatements

$ 115,844 S 136,703

5 295,000 $ 295,000 S — $ 275,000
— 15,600

5,000 1,958 (3,042) 8,475
— 1,006 1,006 2,208

300,000 297,964 (2,036) 301,283

(40,000) (20,859) 19,141 (89,370)
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BASSETTCREEK WATERSHED
MANAGEMENT COMMISSION

Notesto FinancialStatements
January31,2003

NOTE 1- SIGNIFICANT ACCOUNflNG POLICIES

A. Organization

The BassettCreekWatershedManagementCommission(theCommission)is ajoint ventureof the Cities
of Crystal, Golden Valley, Medicine Lake, Minneapolis, Minnetonka, New Hope, Plymouth,
Robbinsdale,andSt. Louis ?ark,formedunderthe authorityofMinnesotaStatutes§ 471.59. Its purpose
isto providefor cooperativeplanning,usage,andimprovcmentof thewatersheddrainedby BassettCreek
by theninemembercommunities.The organizationis governedby aBoardof CommissionersconsisiSing
of ninemembers,oneappointedby eachofthe membercities.

The accountingpolicies of the organizationconform to accountingprinciples generallyacceptedin the
UnitedStatesof Americaasapplicableto governmentalunits.

B. ReportingEntity

A joint ventureis a legal entity resultingfrom a contraôtüalagreementthat is owned, operated,or
governedby two or moreparticipantsas aseparateand specificactivity subjecttojoint control, in which
the participantsretaineither an ongoing financial interest or an ongoing financial responsibility. The
Cornmission,as describedabove, is consideredajoint ventureof the ninemembercities,and is included
as such in their financial statements.

As requiredby accountingprinciplesgenerallyacceptedin the United Statesof America, thesefinancial
statementsincludethe BassettCreekWatershedManagementCommission(the primarygovernment)and
its componentunits. Componentunits are legally separateentitiesforwhich the primary governmentis
financially accountable,or for which the exclusionof the componentunit would render the financial
statementsof the primary governmentmisleading. The criteria used to determineif the primary
government is financially accountablefor a componentunit include whether or not the primary
governmentappointsthe voting majority of the potential componentunit’s board,is ableto imposeits
will on the potentialcomponentunit, is in a relationshipof financial benefitor burdenwith ;he potential
componentunit, or is. fiscally dependedupon by the potentialcomponentunit.

Basedon thesecriteria, there are no componentunits required to be included in the Commission’s
financial statements.

C. Basisof StatementPresentation

The accountsof the organizationare organizedon the basis of funds, each of which is considereda

separateaccountingentity. The Commissionmaintainsdie following governmentalftnds~
I. GeneralFund — The GeneralFundis the generaloperatingfund of the Commission;and is used

to accountfor all financialresourcesexceptthoserequiredto beaccountedfor in anotherfund.

2. ImprovementCapital ProjectsFund — The ImprovementCapital ProjectsFund is usedto
accountfor financial resourcesto be usedfor capital improvementprojects instituted by the
Commission.
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BASSETTCREEKWATERSHED.
MANAGEMENT COMMISSION

Notesto FinancialStatements(continued)
January31,2003

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES(CONTINUED)

ft. Meast&ementFocusandBasisof Accounting

The accountingand financial reporting treatmentapplied to a fund is determinedby its measurement

focusand its basisof accounting.

MeasurementFocus

Themeasurementfocusof a fund determineswhatthefund measures.

All governmentalfluids are accountedfor usingacurrentfinancial resourcesmeasurementfocus. With
this measurementfocus, only currentassetsand currentliabilities generallyareincludedon the balance
sheet. Operatingstatementsof this fund presentincreases(revenueandotherfinancing sources)and
decreases(expendituresandotherfinancing uses)in net current assets.

Basisof Accounting

A fund’s basisof accountingdetermineswhenatransactionor eventis recognizedin thefund’s operating
statement . .

All governmentalfunds usethe modified accrualbasisof accounting. Underthis basisof accounting,
transactionsarerecordedin the fbllowing maimer: . .

1. RevenueRecognition— Revenueis recognizedwhen it becomesmeasurableand available.

“Measuable” meansthe amount of the transactioncan be determinedand “available” means

collectiblewithin the currentperiodor soonenoughthereafterto be usedto payliabilities of the
currentperiod. All significantmevenuesareconsideredsusceptibleto accrual.

2. Recording of Expenditures — Expendituresaregenerallyrecordedwhena liability is incurred;
however,expenditures,arerecordedas prepaidfor approveddisbursementsor liabilities incurred
in advanceof the yearin whichthe item is to be used.

E. Budget

A budgetfor the GeneralFund is adoptedannuallyby the Commission’sBoard on a modifiedaccrual
basisof accounting. Budget‘amountspresentedare as originally adopted. Budgetarycontrol is at the
fund level. Encumbranceaccountingisnot used,andall appropriationslapseatyear-eád.
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BASSETT CREEK WATERSHED
MANAGEMENT COMWSSION

Notcsto FinancialStatements(continued)
January31,2003

NOTE1- SIGNIFICA.NTACCOUNTING POLICES (CONTINUED)

F. TemporaryInvestments

Short-termhighly liquid debt instruments(including commercialpaper,bankers’acceptances,and U.S.
Treasuryandagencyobligations)purchasedwitha remainingmaturity of oneyearor lessarereportedat
amortizedcost.‘Other investmentsarereportedat fair value.

G. MemorandumOnly Columns

Becausethe accountingsystemis organizedandoperatedon a fund basis,the columnson the combined
financial statementscaptioned,“Totals (MemorandumOnly),” arepresentedfor. infonnationalpurposes
only andarenot intendedto representconsolidatedinformation. Data in thésécohimns.‘does not present
financialpositionandresultsof operationsin conformitywith accountingprinciplesgenerallyacceptedin
theUnitedStatesofAmerica.

H. Risk Management

TheCommissionisexposedto variousrisksof lossrelatedto torts;theft of, damageto,’ anddestructionof
assets;error arid omissions; and natural disasters. The Commissionparticipatesin the League of
MinnesotaCities InsuranceTrust(LMC Trust),a public entity risk pool for its generalproperty, dasualty
andothermiscellaneousinsurancecoverages.The LMC Trust”operatesas a common’risk management
and insuranceprogram for a largenumberof cities in Minnesota.’ The’ Commissionpays an annual
premiumto the LMC Trust for insurancecoverage. The LMC Trust agreementprovidesthat the Trust
will be self-sustainingthroughmemberpremiumsandwill reinsurethroughcommercialcompaniesfor
claimsin excessof certainlimits. Settledclaimshavenot exceededthis commercialcoveragein anyof
the pastthreeyears.. Therewereno significantreductionsin insuraficecoverageduring‘the yearended
January31,2003.

NOTE 2- DEPOSITSAND INVESTMENTS

A. Deposits

In accordancewith applicableMinnesota Statutes,the Cothmissionmaintainsdepositsat depository

banksauthorizedby its Board.
MinnesotaStatutesrequirethat all depositsbe protectedby federaldeposit‘insurancè corporatesurety
bond,or collateral. The marketvalue of collateralpledgedmustequal 110%of the depositsnot covered
by federaldepositinsuranceor corporatesuretybonds.
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BASSETTCREEKWATERSHED
MANAGEMENT COMMISSION

Notesto FinancialStatements(continued)
January31,2003

NOTE 2— DEPOSITSAN]) INVESTMENTS (CONTINUED)

Authorized collateral includestreasurybills, notes and bonds; issuesof U.S. Governmentagencies;
generalobligations‘rated “A” or better revenueobligations rate “AA” or better; irrevocable standard
lettersof credit issuedby the FederalHomeLoan Bank; and certificatesof deposit. MinnesotaStatutes
requirethat securitiespledgedas collateralbe held in safekeepingin a restrictedaccountat the Federal
ReserveBarik or in an accountat atrustdepartmentof a commercialbank or otherfinancial institution
that is notownedor controlledby thefinanoial institetionfurnishingthe colLateral.

At January31, 2003, the carryingamountof the Commission’s,depositswas $1,280,418,while the
balanceon the bank recordswas $1,280,518. All depositswere insuredor collateralizedby securities
heldby the.Commission’sagentin the Commission’sname.

B. Investments

,The Commissionmay also invest idle funds as authorizedby MinnesotaStatutes,as follows: direct
obligationsor obligationsguaranteedby the UnitedStatesor itS agencies;sharesof investmentcompanies
registeredunderthe FederalInvestmentCompanyAct of 1940 andreceivesthe highestcredit rating, is
ratedin one of the two highestratingcategoriesby astatisticalratingagency,andall of the investments
have a final maturity of thirteen months or less; general obligations rated CCA~~or better; revenue
obligationsrated“AA” orbetter,generalobligationsof theMinnesotaHousingFinanceAgencyrate“A”
or better; bankers’acceptancesof United States’ banks eligible for purchase’‘by ‘the’ FederalReserve
System;commercialpaperissuedby United States’corporations’or their Canadiansubsidiaries,of the
highestqualitycategoryby at leasetwo nationallyrecognizedratingagencies;and maturingin 270 days
or less; GuaranteedInvestmentContractsguaranteedby a United Statescommercialbank, domestic
branch‘of aforeignbank,or aUnitedSlatesinsurancecompany,andwith acreditquality in oneofthetop
two highestcategories;repurchaseorreversepurbhaseagreementsand’seeuritieslendingagreementswith
financial institutionsqualifiedasa“depository”by the governmententity,with banksthataremembersof
the FederalReserveSystemwith capitalizationexceedingS10,000,000,aprimaryreportingdealerin U.S.
governmentsecuritiesto theFederalReserveBank of NewYork, or certainMinnesotasecuritiesbroker-
dealers.

The Commission’sinvestmentsare categorizedto give an indication of the level of custodialcredit risk
assumedat year-end. Category I includesinvestmentsthat are insuredor registeredor for which the
securitiesare held by the Commissionor its ‘agent in the Commission’sname. Category2 includes
uninsuredand unregisteredinvestmentsfor which the securities are held by the counterpa.rty’strust
departmentor agent in the Commission’s na.me. Category3 includes uninsured and unregistered
investmentsfor which the securitiesareheld by the counterpartyor by its trustdepartmentor agentbut
not in theCommission’sname.
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BASSE1TCREEK WATERSUED
MANAGEMENT COMMISSION

Notesto FinancialStatements(continued)
January31, 2003

NOTZ 2- DEPOSITSAND INVESTMENTS (CONTINuED)

DepositsandinvestmentbalancesatJanuary31,2003 areas follows:

CustodialCreditRisk Category
2 3

Carrying
Valuc

Fair
Value

Ncgotiablecertificates

of deposit

Deposits

Total depositsandinvestments

S 988,000 S — $ — 988,000 $ 988,000

1,280.418

S 2,268,418

The Commissionalso investedin commercialpaperand

January31,2003.

‘NOTE 3- RELATED PARTY TRANSACTIONS

U.S. governmentsecuritiesçluring theyearended

Theninemembercities supportthe Commissionthroughannualcontributions,which arecomputedusing
a formula basedon the net tax capacityof all propertywithin the watershed~andthe, total areaof each
memberCity within the watershedas comparedto the total areawithin the watershed.Contributionsare
assessedon afiscal yearbasis. Contributionsreceivedin advanceof theyearto which theypertainare
reportedasdeferredrevenuein theyearreceived.

Member contributionsfor theyearendedJanuary31,2003 and relateddeferredrevenueas of January31,
2003 wereasfollows:

Crystal
GoldenValley
MedicineLake
Minneapolis
Minnetonka
NewHope
Plymouth
Robbinsdale
StLouisPark

Contributions
$ 14,740

73,821
1,891

16,425
16,138
15,944

139,170
4,170

_____ 12,701

5 295,000

Deferred
Revenue

S —

87,390

22,147

19,806
168,734

1,283
2,308

S 301,668
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BASSETTCREEKWATERSHED
MANAGEMENT COMMISSION

Notesto FinancialStatements(continued)
January31, 2003

NOTE4-FUTURE ]ELEPORT~GREQUIREMLNT

The GovernmentalAccounting StandardsBoard (GASE) issuedStatementNo. 34, ~jc_Financial
~ in June1999.
This is one of the mostsignificantchangesto occurin the historyof governmentUfinancial reporting..
The basicfinancial statements,consistingof the government-widefinancial statements,fund fitiancia]
statementsarid notes to the financial statementswill replacethe current generalpurposefinancial’
statements. The government-widefinancial statements,consistingof a statementof net assetsanda
statementof activitieswill be preparedusingthe economicresourcemeasurementfocusandthe accrual
basis of accounting. Fund financial statementswill consist of a series of statementsthat focus on
information about the Commission’smajor funds. Certain additional disclosuresrelating to GASB
StatementNo; 34 will be required in the notes to the financial statements. The Commissionmust
implementGASB StatementNo. 34 no laterthanfiscalyearendingJanuary31,2005.
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B ENI OR’S REPORTON COMPLIANCEAND ON

INTERNAL CONTROL VERFINANCIAL REPORTINGBASEDONAN

AUDIT OFPTNANCIAL STATEMENTSPERFORMEDIN

.~Q~ANCEffGOVEDITINGST~jpA~S

Boardof Commissioners
BassettCreekWatershed
ManagementCommission

We haveauditedthe generalpurposefinancial statementsof the BassettCreekWatershedManagement
Commissionas of and for the yearendedJanuary31, 2003, and have issuedour report thereondated

‘March 7, 2003. We conductedouraudit in accordancewith auditing standardsgenerallyacceptediii the
United Statesof America and the standardsapplicable to financial audits contained in Q~x~ment
~jflnaS~g4~jds issuedby the ComptrollerGeneralof theUnIted States.

Coxupliarice

As part of obtaining reasonableassuranceaboutwhetherthe BassettCreek WatershedManagement
Commission’sgeneralpurposefinancial statementsare free of materialmisstatement,we performedtests
of its compliancewith cettainprovisionsof laws, regulations,contracts,andgrants,noncompliancewith
which could have a direct and material effect on the determinationof financial statementamounts.
However,providing an opinion on compliancewith thoseprovisionswas not an objective of our audit
and, accordingly.we do not expresssuchan opinion. The resultsof ourtestsdisclosedno instancesof
noncompliancethatarerequiredto bereportedunderçg~~ntAuditing_$tandaths

Internal Control OverFinancialReporting

in planning and performing our audit, we consideredthe BAssett Creek Watershed Management
Commissions’internalcontrol overfinancial reporting in order to determineour auditingproceduresfor
the purposeof expressingour opinion on the financial stat~mentsandnot to provide assuranceon the
internal controloverfinancial reporting. Our considerationofthe internalcontrolover financialreporting
would not necessarilydiscloseall mattersin the internal control over financial reportingthat might be
materialweaknesses.A materialweaknessis aconditionin which the designor.operationOf oneor more
of theinternalcontrol componentsdoesnotreduceto a relatively low level therisk thatmisstatementsin
amountsthatwould be material in relationto the financialstatementsbeingauditedmayoccurandnot be
detectedwithin a timelyperiodby employeesin thenormalcourseofperformingtheirassignedfUnctions.
We notedno matter involving the internal control over financial reporting and its operationthat we
considerto be materialweaknesses.

(continued)
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This report is intended solely for the information and use of the Board of Commissioçiersand
managementof the BassettCreekWatershedManagementCommission,its membercities,andthe State
of Minnesota.,andis not intendedto be, andshouldnot be, usedby anyoneotherthan thesespecified
parties.

March 7, 2003
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INDEPENDENTAUDITOR’ S REPORTONCOMPLIANCE

WITH MINNESOTA STATELAWS AND’ REGULATIONS

Boardof Conimissioners
BassettCreekWatershed
ManagementCommission

We haveauditedthe generalpurposefinancial statementsof the BassettCreekWatershedManagement
Commissionas of and for the yearendedJanuary31, 2003,and haveissuedour report thereondated
March7, 2003.

Weconductedouraudit in accordancewith auditingstandardsgenerallyacceptedin theUnitedStatesof
America,the standardsapplicableto financial auditscontainedin ~ çnimcntAuditiri Standards,issued
by theComptrollerGeneralof the UnitedStates,andthe provisionsof theMinnesotaLeaalCorn liance

4jt~j~ideforLocalGovmmentpromulgatedby the Legal Compliance Task Force pursuantto
MinnesotaStatutes§ 6.65. Accordingly,the audit includedsuchvestsofthe accountingrecordsandsuch
otherauditingproceduresas we considerednecessaryin the circumstances.

The ~j gsota Le iCom liance Audit Guide for LQQa1 Governmentcoversfive main categoriesof
complianceto be tested: coAtractingandbidding,depositsand investments,conflictsof interest,public
indebtedness,andclaimsanddisbursements.Ourstudyincludedall ofthe listedcategories..

The results of our tests indicatethat for the items testedthe BassettCreekWatershedManagement
Commissioncompliedwith thematerialtermsandconditionsof applicablelegalprovisions.

This report is intende4solely for the informationanduseof theBoardof Commissionersof the Bassett
Creek WatershedManagementCommission,its membercities, andthe Stateof Minnesota,and is not
intendedto be, andshouldnot be, usedby anyoneotherthanthesespecifiedparties.

March 7, 2003
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