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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

BACKGROUND

The Depatment of Environmenta Control was created in 1971 by the Nebraska Environmenta
Protection Act. Legidation passed in 1992 changed the Agency’s name to the Department of
Environmenta Qudity. The 1971 act established the Environmenta Control Council, which now is the
Environmenta Quaity Council. The Council congsts of 16 members gppointed by the Governor.

Members represent specific interests or industries affected by and or concerned with pollution control.
The Department Director is gppointed by the Governor upon recommendation of the Council and with
the Legidature' s consent. The Director serves as Secretary of the Council.

The Department operates with State generd funds, cash funds, and federd funds. The Department is
organized into six divisons and one program: Water Qudlity Divison, Air Divison, Wade Divison,
Management Services Divison, Environmentd Assstance Divison, Legd Divison, and the Low-Leve
Radioactive Waste Rogram. The Department administers severd aid programs, including the Litter
Reduction and Recycling Program, the Waste Reduction and Recycling Incentive Grant Program, the
Scrgp Tire Reduction and Recycling Incentive Program, the Landfill Closure Assstance Program, the
Waste Water and Drinking Water State Revolving Loan Fund Programs (which provide low-interest
loans for waste water and drinking water facilities), and the Title 200 Petroleum Release Reimbursement
Program.

The Depatment administers the rules, regulations, and standards adopted to protect and improve
water, air, and land quality in the State. The Department aso provides services to towns, indudtries,
and citizens through requested conferences, meetings, and environmentd assstance, as well as reviews
of pollution contral facility plans and specifications.



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

MISSION STATEMENT

Whereas the water, land, and air of this State are among its most precious resources and the pollution
thereof becomes a menace to the health and welfare of each person, and the public in generd, in this
State and whereas pollution of these resources in this State is likewise a concern in adjoining states, the
public policy of this State is hereby declared to be:

@

@)

3

(4)

To conserve the water in this State and to protect and improve the qudity of water for human
consumption, wildlife, fish and other aquatic life, industry, recregtion, and other productive,
beneficia uses

To achieve and maintain such a reasonable degree of purity of the natural atmosphere of this
State that human beings and dl other animds and plants which are indigenous to this State will
flourish in approximately the same baance as they have in recent history and to adopt and
promulgate laws, rules, and regulaions and enforce uniformly the same in such a manner as to
give meaningful recognition to the protection of each dement of the environment, air, water, and
land;

To cooperate with other states and the federd government to accomplish the objectives set
forth in the Environmenta Protection Act, the Integrated Solid Waste Management Act, and the
Livestock Waste Management Act; and

To protect human hedth through environmenta enforcement.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

SUMMARY OF COMMENTS

During our audit of the Nebraska Department of Envirormenta Qudity, we noted certain matters
involving the interna control over financid reporting and other operational matters which are presented
here.  Comments and recommendations are intended to improve the internd control over financid
reporting, ensure compliance, or result in operationd efficiencies.

1 Capital Assets: Our review noted the Department did not take a physicd inventory during the
fiscal year ended June 30, 2002, did not have al its property tagged as “Property of the State
of Nebraska,” and had one individuad who was responsible for performing al duties related to
capital assets.

2. Travel Expenses: The Depatment did not have med/food receipts or logs, prior trave
goprovds, or complete travel reimbursement documents on file to support travel expenses paid.

3. Timeliness of Deposits: The Depatment did not depost al funds recaived within the time
period required by statute.

4. Audit Delays: The audit fiddwork for this audit was performed with difficulty and delay
because requested records and financia data were not received in a timely manner. Although
the auditors believe the Department made efforts to get the records and financid data to the
auditorsin atimely manner, certain records and financial data were never obtained.

More detailed information on the above items is provided heregfter. It should be noted this report is
criticd in nature Snce it contains only our comments and recommendations on the areas noted for
improvemen.

Draft copies of this report were furnished to the Department to provide them an opportunity to review
the report and to respond to the comments and recommendations included in this report.  All forma
responses received have been incorporated into this report. The responses have leen objectively
evaluated and recognized, as appropriate, in the report. Responses that indicate corrective action has
been taken were not verified at thistime but will be verified in the next audit.

We appreciate the cooperation and courtesy extended to our auditors during the course of the audit.



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

COMMENTS AND RECOMMENDATIONS

1. Capital Assets

Neb. Rev. Stat. Section 81-1118.02(1) R.R.S. 1999, states each department “shall annualy make or
cause to be made an inventory of dl property, including furniture and equipment, belonging to the State
of Nebraska and in the possession, custody, or control of any executive, department, commission or
other state agency.” Neb. Rev. Stat. Section 81-1118.02(3) R.R.S. 1999 states “Each . . . state
agency shdl inddlibly tag, mark, or stamp dl such property belonging to the State of Nebraska, with the
following: Property of the State of Nebraska.” Good interna control requires an adequate segregation
of duties to exist for maintaining, adding, approving, and reviewing capital assets. Good interna control

aso requires a physica inventory of capita assets be conducted on a regular bass. The Nebraska
Accounting System (NAS) Manuad ACCT-005 Chart of Accounts requires al items coded to 4800
account codes be capitd outlay expenditures. Neb. Rev. Stat. Section 81-161.04(2) R.S.Supp., 2002
dates, “. . . the proceeds of the sdles shdl be deposited with the State Treasurer and credited to the
Generd Fund unless the using agency certifies to the materie divison that the property was purchased in
part or in total from either cash accounts or federa funds or from a percentage of such accounts or
funds, in which case the proceeds of the sde to that extent shdl be credited to the cash or federa

account in the percentage used in origindly purchasing the property.”

During our review of the Department’s capita assets, we noted the following:
No physicd inventory was taken during the fiscal year ended June 30, 2002.
Four of five itemstested did not have a* Property of the State of Nebraska’ tag on the item.
One individud was responsible for maintaining capital asset records, adding items to the capita
asst records, preparing Surplus Property Natification forms, deleting items from the capita
asset records, and ensuring new purchases were added to the capital asset records. There was
no review of the employee swork.

Items purchased were coded to 4800 capital asset account codes but were not capital assets.

All the items sold a surplus property sdes were deposited into the Indirect Cost Fund 4844.
There were no journd entries done to credit the fund of origina purchase.

As a reault, there is an increased risk of loss or misuse of State funds and assets. Also, there is a
possible financid statement misrepresentation when items are coded to the wrong account codes.



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

COMMENTS AND RECOMMENDATIONS
(Continued)

1. Capital Assets (Concluded)

We recommend the Department:

- Conduct an annua physica inventory of capita assets.
Mark dl capitd asset items with a “Property of the State of
Nebraska’ tag.
Ensure there is an adequate segregation of duties over capita assets
or there is an overview of the process by another individud.
Ensure al items coded to the 4800 account codes are added to the
Depatment’s capital asset listing.  Purchases under $1,500 should
be expensed and not coded as capita outlay expenditures.
Deposit dl proceeds from the sde of surplus property into the
generd fund. If theitem can be traced to a different fund of origind
purchase, a journa entry can then be completed to credit the
origind fund.

Department’s Response: The Department concurs with the recommendation and will implement
the recommendations.

2. Travel Expenses

According to the Nebraska Accounting System Manual, CONC-005, Travel Expense Policies, Section
5, the Internd Revenue Service requires employees to substantiate the cost for travel expenses, and
adequate accounting requires a documentation record such as a log listing the date, amount, place or
description, and purpose for each expense or meal/food cost. CONC-005, Section 3 states origina
receipts and a document showing the date, purpose, and agenda of the conference must be attached to
the payment document. Neb. Rev. Stat. Section 81-1174 RR.S. 1999 dates employees entitled to
reimbursement for expenses must present a request each month to the Director of Adminidrative
Services and each request must be fully itemized including when, where, and why. Good business
practices require documentation of prior management approva of travel and related expensesto ensure
actual expenses reimbursed are reasonable and necessary.

During our review of eight of the Department’ s travel expense rembursement documents, we noted the
fallowing:

Four documents included medl/food reimbursements totaing $548 that did not have receipts or
logs on file or available to the auditor.

One document included medl/food reimbursements totaling $24 that had receipts attached, but
the receipts were not itemized.



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

COMMENTS AND RECOMMENDATIONS
(Continued)

Travel Expenses (Concluded)

Seven documents that included out of state travel did not have a prior travel gpprova form on
file

Four of the documents included lodging costs that exceeded the maximum lodging costs as set
by the U.S. Genera Services Adminidration (GSA). Without prior travel gpprova as
documented above, we could not determine such lodging costs were pre-approved and
reasonable.

Two documents included renta car cods totding $261 that did not have documentation
supporting the need for the rentd car. Agan, without prior travel approva, we could not
determine the rental car costs were pre-approved and reasonable.

Three documents included expensesincurred over a period of more than one month.

Two documents did not include the time the travel stopped.

The auditors were told the Department was using a prior travel authorization process and form, but the
prior travel approval forms we requested were never provided to the auditors. As a result of not
adequately documenting travel expenses, there is an increased risk of improper or excessve travel
expenses being reimbursed.

We recommend the Department:

- Maintan documentation of dl prior authorizations of trave
expenses.
Require itemized receipts or logs be maintained for med/food costs
reimbursed.
Maintain documentation supporting al lodging costs in excess of the
GSA rate.
Maintain documentation supporting the need for al miscelaneous
costsincluding rentd cars.
Require employees to file expense reimbursement documents that
cover no more than a one-month period.
Require dl reimbursement requests be fully itemized, including sart
and stop times for each trip.

Department’s Response: The Department has changed procedures to implement most of the
recommendations. Those procedures include requiring receipts or meal logs to be included with
expense requests and requiring out of state travel approval forms attached to the expense
vouchers. We believe these efforts will resolve the issues identified in the audit report.

-7-



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

COMMENTS AND RECOMMENDATIONS
(Continued)

3. Timeliness of Deposits

Neb. Rev. Stat. Section 84-710 R.R.S. 1999, states, “It shall be unlawful for any executive department
.. . to recelve any fees, proceeds from the sde of any public property, or any money belonging to the
date or due for any service rendered by virtue of state authority without paying the same into the Sate
treasury within three business days of the receipt thereof when the aggregate amount is five hundred
dollars or more and within seven days of the receipt thereof when the aggregate amount is less than five
hundred dollars”

During our review of the Department’s receipts, we noted 7 of 18 receipts tested were not deposited
within the three or seven day requirement. Of the seven deposits not meeting the requirement, the
largest receipt tested was $238,693. We also noted one $500 receipt tested was not deposited until
38 days after it was received.

Asareault thereis an increased risk of loss or misuse of State funds and aloss of investment income.
We recommend the Department make deposits as required by statute.

Department’s Response: The Department strives to meet the statutory requirements regarding
deposit of funds received. The Department will reemphasize to agency staff the importance of
providing any funds received by programs to the appropriate individuals so deposit can be made
which meets statutory requirements.

4. Audit Delays

Neb. Rev. Stat. Section 84-304 R.S.Supp., 2002 establishes the powers and duties of the Auditor of
Public Accounts. These duties include . . . “(9) To conduct dl audits and examinations in a timely
manner . . ."

The audit fiddwork for this audit was performed with difficulty and delay because requested records
and financid data were not received in atimdy manner. Although the auditors believe the Department
made efforts to get the records and financia data to the auditor in atimely manner, certain records and
financia datawere never obtained.

The auditors requested, and never received, records and financid data related to travel expenses.
Such delays caused the audit to be completed in an inefficient and untimely manner.
We recommend the Department make available to the Auditor of Public

Accounts the necessary dtaff and records so future audits can be
completed in an efficient manner.

-8-



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

COMMENTS AND RECOMMENDATIONS
(Continued)

4. Audit Delays (Concluded)

Department’s Response: The Department apologizes that you had difficulty getting information
in a timely manner. The Department would request that if the Auditors Office has any concerns
about timely response in the future, you raise that to the agency administration so those issues
can be dealt with. It is our intent to be both courteous and responsive to the auditors needs.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying financid datements of the governmentd
activities, each mgor fund, and the aggregate remaining fund information of the
Nebraska Department of Environmental Qudity (Department), as of and for the
year ended June 30, 2002, which collectively comprise the Department’s basic
financid statements as listed in the Table of Contents.  These financial statements
are the responghbility of the Department’'s management. Our respongibility is to
express opinions on these financid statements based on our audit.

We conducted our audit in accordance with auditing sandards generdly accepted
in the United States of America and the standards applicable to financia audits
contained in Government Auditing Standards, 1ssued by the Comptroller Genera
of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financid datements are free of
materid misstatement. An audit includes examining, on a test bads, evidence
supporting the amounts and disclosures in the financid statements. An audit dso
includes assessing the accounting principles used and significant estimates made by
management, as well as evduating the overdl financid statement presentation. We
believe our audit provides a reasonable basis for our opinions.

As discussed in Note 1, these financid statements were prepared on the basis of
cash receipts and disbursements, which is a comprehensve basis of accounting
other than generally accepted accounting principles.

Also, as discussed in Note 1, the financid statements of the Nebraska Department
of Environmentd Qudity, are intended to present the cash balances and changesin
cash baances of only that portion of the governmentd activities, each mgor fund,
and the aggregate remaining fund information of the State that is atributable to the

-10-



transactions of the Nebraska Department of Environmental Qudity. They do not purport to, and do
not, present fairly the cash baances of the governmentd activities, each mgor fund, and the aggregate
remaning fund information of the State of Nebraska as of June 30, 2002, and its changes in cash
balances for the year then ended in conformity with the cash receipts and disbursements bass of
accounting.

In our opinion, the financid Statements referred to above present farly, in dl materid respects, the
respective cash baances of the governmenta activities, each mgor fund, and the aggregate remaining
fund information of the Nebraska Department of Environmentd Qudity, as of June 30, 2002, and the
respective changes in cash balances thereof for the year then ended in conformity with the basis of
accounting described in Note 1.

In accordance with Government Auditing Standards, we have aso issued our report dated July 28,
2003, on our consderation of the Nebraska Department of Environmental Quality’s internd control

over financid reporting and our tests of its compliance with certain provisons of laws, regulations,

contracts, and grants. That report is an integrd part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in consdering the
results of our audit.

Our audit was conducted for the purpose of forming opinions on the financia statements that collectively
comprise the Depatment's basc financid datements. The combining nonmgor fund financid
gatements, schedule, Management’s Discussion and Andysis, and budgetary comparison information
are presented for purposes of additiond analyss and are not a required part of the basic financia
daements. The combining nonmgor fund financia $atements have been subjected to the auditing
procedures gpplied in the audit of the basic financid statements and, in our opinion, arefairly stated in dl
materid respects in relation to the basic financid datements taken as a whole.  The schedule,
Management’'s Discusson and Andyss, and budgetary comparison information have not been
subjected to the auditing procedures applied in the audit of the basic financid Statements and,
accordingly, we express no opinion on them.

(s Reding, COP

July 28, 2003 Assgant Deputy Auditor

-11-



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Nebraska Department of Environmentad Qudity’s financid report presents a
narrative overview and andysis of the financid activities of the Nebraska Department of Environmenta
Qudity for the fiscd year ended June 30, 2002. Please read it in conjunction with the Department’s
financid statements, which follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discusson and andlysis are intended to serve as an introduction to the Nebraska Department of
Environmental Quality’s basic financid statements. The Department’s badc financid statements have
three components. 1) agency-wide financid statements, 2) fund financid statements, and 3) notesto the
financid statements. This report aso contains information in addition to the basic financid satements.

Agency-wide Financial Statements. The Statement of Net Assets Arising from Cash Transactions
and the Statement of Activities - Cash Basis provide a broad overview of the Department’s overal
finencid status. Over time, increases or decreases in the Department’ s net assets are one indicator of
whether its financid hedth is improving or deteriorating. The Department’s financid Satements are
prepared on the cash basis of accounting and do not include capital assets, accounts receivable and
payable, or long-term debt activity, which would need to be considered to assess the financia hedth of
the Department. Nonfinancid factors also need to be consdered to assess the overdl hedth of the
Department. Agency-wide financid statements divide the Department into three kinds of activities:

Governmenta activities - The Department’s basic services are included here. These activities
are generdly financed through taxes, charges for services, and Federd grants.

Business-type activities - Activities financed by fees charged to externa parties for goods or
sarvices would be included here. The Department had no business-type activities for fiscd year
ended June 30, 2002.

Component units - No component units for the Department were identified.
Fund Financial Statements. Fund financid datements focus on the individud parts of the
Department, reporting the Department’ s operations in more detail than the agency-wide statements by
providing information about the Department’s most sgnificant “mgor” funds. Funds are accounting
devices used to keep track of specific sources of funding and spending for particular purposes.

The governmenta funds statements tell how generd governmentd activities were financed in the short
term as well as what remains for future spending.

The proprietary fund statements offer financia information about the activities the government operates
like businesses. The Department currently has no proprietary funds.

-12 -



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Fiduciary fund statements provide information about financid relationships in which the Department acts
solely as a trustee or agent for the benefit of others. Fiduciary funds are not included on the agency-
wide statements. The Department currently has no fiduciary funds.

Notes to the Financial Statements. The notes to the financid dtatements are an integrd part of the
agency-wide and fund financid datements and provide essentid information necessary for far
presentetion of the financia statements.

Supplementary Information. This Management Discusson and Andyss and the Budgetary
Comparison Schedule represent financid information which provides users of this report with additiond

data that supplements the agency-wide statements, fund financial statements, and notes.  This report
aso includes optiond financid information such as combining statements for nontmgor funds (which are
shown in the fund financid datements in a sngle column), and a schedule of performance measures.

Thisinformation is provided to address certain specific needs of various users of the report.

BASIS OF ACCOUNTING

The Nebraska Department of Environmenta Quality’s financid statements are presented on the cash
basis of accounting, which is a bas's of accounting other than generally accepted accounting principles.
Basis of accounting is a reference to when financid events are recorded, such as the timing for
recognizing revenues, expenses, and related assets and liabilities. Under the cash basis of accounting,
receipts and disbursements and related assets and liabilities are recorded when they result from cash
transactions.

As areault of the use of the cash basis of accounting, certain assets and their related revenues (such as
accounts receivable and revenue for billed or provided services not yet collected) and certain ligbilities
and their related expenses (such as accounts payable and expenses for goods or services received but
not yet paid, and accrued expenses and liabilities) are not recorded in these financid statements. Also,
capitd assats (land, buildings, furniture, equipment, and infrastructure) and the related depreciation are
not recorded. Therefore, when reviewing the financia information and discussion within this report, the
reader should keep in mind the limitations resulting from the use of the cash bagis of accounting.

FINANCIAL ANALYSIS OF THE DEPARTMENT AS WHOLE

Changes in Net Assets
For the fiscad year ended June 30, 2002, net assets of the Department (current assets resulting from
cash basis transactions) increased 9 percent.

-13-



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

MANAGEMENT’S DISCUSSION AND ANALYSIS

(Continued)

Governmental Activities

% Change

2002 2001
Restricted $ 79,739,995 $ 74,052,009
Unrestricted 7,062,874 5,670,120

8%
25%

Total Net Assets $86,802,869 ~$ 79,722,129

9%

Governmental Activities

Receaipts for the Department’s governmenta activities decreased 4 percent, while disbursements

increased 10 percent.
ENTITIES CHANGES IN NET ASSETS
Governmental Activities
2002 2001 % Change
RECEIPTS.
Program Receipts.
Chargesfor Services $ 26,176,776 $ 28,242,191 -1%
Operating Grants & Contributions 36,615,895 38,998,123 -6%
Generd Receipts.
Appropriations 8,430,138 6,449,718 31%
Investment Interest 209,425 383,638 -45%
Totd Receipts 71,432,234 74,073,670 -4%
DISBURSEMENTS:
Conservation of Natural Resources 54,426,284 56,101,595 -3%
Regulation of Business and Professions 13,027,134 5,297,959 146%
Totd Disbursements 67,453,418 61,399,554 10%
Excess (Deficiency) before Other Financing
Sources and Uses 3,978,816 12,674,116 -69%
OTHER FINANCING SOURCES & USES 3,101,924 5,175,672 -40%
Increase (Decrease) in Net Assets 7,080,740 17,849,788 -60%
Beginning Net Assets July 1 79,722,129 61,872,341 29%
Ending Net Assets June 30 $ 86,802,869 $ 79,722,129 9%
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Disbursements under the Regulation of Business and Professions Function increased by $7,729,175 due
to increased activity in the Petroleum Release Cash Fund 2849 to reduce the backlog of cleanup sites;
and due to increased legd codts in the Low-Level Radioactive Waste Cash Fund 2844 because the
Centrd Interdate Low-Level Radioactive Waste Compact Commission’s federd lawsuit went to court
in June through August 2002.

FINANCIAL ANALYSIS OF THE DEPARTMENT’S FUNDS

As noted earlier, the Nebraska Department of Environmenta Qudity uses fund accounting to ensure
and demondrate compliance with finance-related legd requirements. Certain funds experienced
noteworthy changes from the prior year and are highlighted as follows:

General Fund 1000

Totd Disbhursements Totd Disbursements
Fiscd Year 2002 Fiscal Year 2001 Dallar Change

$ 8,430,138 $ 6,449,718 $ 1,980,420
The Genera Fund disbursements increased during the fiscal year ended June 30, 2002. This was
largely due to increased legal costs because the Centra Interstate Low-Level Radioactive Waste
Compact Commission’'s federa lawsuit went to court in June through August 2002.
Petroleum Release Cash Fund 2849

Totd Dishursements Totd Disbhursements
Fisca Year 2002 Fiscal Year 2001 Dollar Change

$ 7,361,563 $ 3715645 $ 3,645,918
The Petroleum Release Cash Fund 2849 dishursements increased during the fiscal year ended June 30,
2002. Thiswas largely due to the Department increasing activity in the Program to reduce the backlog
of cleanup Stes.

Wastewater Facility Construction Loan Fund 6847

Totd Disbhursements Totd Disbursements
Fiscd Year 2002 Fiscd Year 2001 Dallar Change

$ 5,706,213 $ 2910462 $ 2,795,751
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

The Wastewater Facility Congtruction Loan Fund 6847 disbursements increased during the fiscd year
ended June 30, 2002. This was largely due to the Department making an additiona 20 loans in the
fiscd year ended June 30, 2002 from repaid principa instead of making the loans from Federd dollars.

GENERAL FUND BUDGETARY HIGHLIGHTS

No sgnificant differences were noted between the origind and final budget amounts, or between fina
budget amounts and actua budget results for the Generd Fund.

CAPITAL ASSET AND DEBT ADMINISTRATION

As noted earlier, the financia statements are presented on the cash basis of accounting and therefore do
not include capital assets or long-term debt activity.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

No conditions were noted that would be expected to have a significant effect on the financid position or
results of operations of the Nebraska Department of Environmental Quality.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
STATEMENT OF NET ASSETS
ARISING FROM CASH TRANSACTIONS
June 30, 2002

GOVERNMENTAL
ACTIVITIES
TOTAL
(Memorandum
Only)
Assets
Cash in State Treasury $ 83,489,202
Investments Held by Bond Trustee (Note 3) 3,192,875
Investments (Note 4) 111,869
Deposit with Vendors 8,923
Total Assets $ 86,802,869
Net Assets
Restricted for:
Wastewater Treatment Facility Construction Assist. Act $ 33,456,928
Petroleum Release Remedial Action Act 33,261,836
Drinking Water State Revolving Fund Act 6,251,628
Integrated Solid Waste Management Act 3,461,688
Low-Level Radioactive Waste Disposal Act 1,183,915
Nebraska Litter Reduction and Recycling Act 1,002,850
Federal Programs 667,143
Other Programs and Acts 454,007
Unrestricted 7,062,874
Total Net Assets $ 86,802,869

The accompanying notes are an integral part of the financial statements.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
STATEMENT OF ACTIVITIES - CASH BASIS

For the Fiscal Year Ended June 30, 2002

Disbursements:
Personal Services
Operating
Travel
Capital Asset Purchases
Government Aid
Total Disbursements

Program Receipts:
Charges for Services
Operating Grants & Contributions
Net Program Receipts (Disbursements)

General Receipts and Other Financing Sources & Uses:

Appropriations
Unrestricted Investment Interest
Other Financing Source & Uses
Total General Receipts and
Other Financing Sources & Uses

Change in Net Assets
Net Assets July 1, 2001

Net Assets June 30, 2002

The accompanying notes are an integral part of the financial statements.
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Governmental
Activities FUNCTION
TOTAL Conservation Regulation of
(Memorandum of Natural Business and
Only) Resources Professions
10,769,122 8,924,567 1,844,555
19,908,424 13,093,528 6,814,896
460,273 380,421 79,852
281,531 248,479 33,052
36,034,068 31,779,289 4,254,779
67,453,418 54,426,284 13,027,134
26,176,776 12,992,238 13,184,538
36,615,895 34,556,529 2,059,366
(4,660,747) (6,877,517) 2,216,770
8,430,138
209,425
3,101,924
11,741,487
7,080,740
79,722,129
86,802,869



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
STATEMENT OF ASSETS AND FUND BALANCES ARISING FROM CASH TRANSACTIONS
GOVERNMENTAL FUNDS
June 30, 2002

Major Funds Other Funds

Wastewater Total
Petroleum Water Facility Governmental

General Release Pollution Construction Funds
Fund Cash Fund Fund Loan Fund (Memorandum

1000 2849 4841 6847 Only)

Assets
Cash in State Treasury $ - $ 33261636 $ 458,591 $§ 31,855,327 $ 17,913,648 $ 83,489,202
Investments Held by Bond Trustee - - - - 3,192,875 3,192,875
Deposit with Vendors 785 200 3,069 - 4,869 8,923
Investments - - - - 111,869 111,869
Total Assets $ 785 $ 33,261,836 $ 461,660 § 31,855,327 § 21,223,261 § 86,802,869
Fund Balances
Reserved for:

Postage $ 785 % 200 % 3,060 $ -3 4,869 $ 8,923
Unreserved - 33,261,636 458,591 31,855,327 - 65,575,554
Unreserved, Reported in Nonmajor Special

Revenue Funds - - - - 21,218,392 21,218,392

Total Fund Balances $ 785 $ 33,261,836 $ 461,660 $ 31,855327 § 21223261 $ 86,802,869

The accompanying notes are an integral part of the financial statements.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
STATEMENT OF RECEIPTS, DISBURSEMENTS,
AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Fiscal Year Ended June 30, 2002

Major Funds
Petroleum Water
General Release Pollution
Fund Cash Fund Fund
1000 2849 4841
RECEIPTS:
Appropriations $ 8,430,138 $ - 3 -
Federal Grants & Contracts - - 26,582,734
Sales & Charges (Note 11) 88,700 11,317,911 (25)
Miscellaneous:
Loan Principal Repayments - - -
Investment Interest - 1,539,361 26,833
Donations & Contributions 460 - -
Other Miscellaneous 1,448 372 (18,595)
TOTAL RECEIPTS 8,520,746 12,857,644 26,590,947
DISBURSEMENTS BY FUNCTION:
Conservation of Natural Resources 8,430,138 - 26,696,705
Regulation of Business and Professions - 7,361,563 -
TOTAL DISBURSEMENTS 8,430,138 7,361,563 26,696,705
Excess (Deficiency) of Receipts Over
(Under) Disbursements 90,608 5,496,081 (105,758)
OTHER FINANCING SOURCES (USES):
Sales of Assets - - -
Issuance of Bonds - - -
Net Distributive Activity (Note 9) - - -
Deposits to State General Fund (90,608) - -
Operating Transfers In (Note 10) - - -
Operating Transfers Out (Note 10) - (51,583) (5,297)
TOTAL OTHER FINANCING
SOURCES (USES) (90,608) (51,583) (5,297)
Net Change in Fund Balances - 5,444,498 (111,055)
FUND BALANCES, JULY 1, 2001 785 27,817,338 572,715
FUND BALANCES, JUNE 30, 2002 $ 785 $ 33261,836 $ 461,660

The accompanying notes are an integral part of the financial statements.
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Other Funds

Wastewater Total

Facility Governmental
Construction Funds

Loan Fund (Memorandum
6847 Only)

$ - 8 - 3 8,430,138

- 6,020,700 32,603,434

- 9,127,031 20,533,617

4,929,729 640,652 5,570,381

1,477,573 1,171,705 4,215,472

- 5,954 6,414

- 89,553 72,778

6,407,302 17,055,595 71,432,234

5,706,213 13,593,228 54,426,284

- 5,665,571 13,027,134

5,706,213 19,258,799 67,453,418

701,089 (2,203,204) 3,978,816

- 4,274 4,274

2,180,000 - 2,180,000

636,014 (50,318) 585,696

- - (90,608)
- 5,160,190 5,160,190
- (4,680,748) (4,737,628)

2,816,014 433,398 3,101,924

3,517,103 (1,769,806) 7,080,740

28,338,224 22,993,067 79,722,129

§ 31,855327 § 21223261 §$ 86,802,869

-20 -



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
NOTES TO FINANCIAL STATEMENTS
For the Fiscal Y ear Ended June 30, 2002

Summary of Significant Accounting Policies

The accounting policies of the Nebraska Department of Environmenta Quality are on the basis
of accounting as described in the Nebraska Accounting System Manud.

A. Reporting Entity

The Nebraska Department of Environmental Quality (Department) is a State agency established
under and governed by the laws of the State of Nebraska. As such, the Department is exempt
from State and Federd income taxes. The financid dtatements include dl funds of the
Department. The Department has adso considered all potentiad componert units for which it is
financidly accountable, and other organizations which are fiscaly dependent on the Department,
or the dgnificance of their relaionship with the Department is such that excluson would be
mideading or incomplete.  The Governmenta Accounting Standards Board (GASB) has set
forth criteria to be consdered in determining financid accountability. These criteria include
gopointing a voting mgority of an organization's governing body, and (1) the ability of the
Department to impose its will on that organization, or (2) the potentia for the organization to
provide specific financid benefits to, or impose specific financid burdens on the Department.

These financid dtatements present the Nebraska Department of Environmental Qudity. No
component units were identified. The Nebraska Department of Environmental Quadlity is part of
the primary government for the State of Nebraska s reporting entity.

B. Basis of Presentation

Agency-wide Financial Statements. The Statement of Net Assets Arisng from Cash
Transactions and Statement of Activities - Cash Basis display information about the activities of
the Depatment and are in the forma of government-wide Statements as required by
Governmentd Accounting Standards Board (GASB) Statement Number 34. These statements
include dl the financia activities of the Department. Internd activities in these atements have
not been diminated. Governmental generdlly accepted accounting principles (GAAP) would
require interna activity to be diminated to minimize double counting. The Department reports
governmentd activities only. Governmentd activities generdly are financed through taxes,
intergovernmenta revenues, and other nonexchange transactions.

The gatement of activities demondtrates the degree to which the direct disbursement of a given
function or segment is offset by program receipts. Direct disbursements are those that are
clearly identifiable with a specific function or segment. Program receipts include 1) charges to
customers or gpplicants who purchase, use, or directly benefit from goods, services, or
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued)

privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capita requirements of a particular function or segment.
Generd receipts include al other receipts properly not included as program receipts. The
Department reported the following generd receipts. Appropriations, which are granted by the
Legidature to make dishursements and to incur obligations. The amount of appropriations
reported as receipts is the amount spent.

Fund Financial Statements. The fund financid satements provide information about the
Department’s funds. GAAP requires separate statements by fund category - governmentd,
proprietary, and fiduciary. The Department uses only the governmenta fund category. The
emphass of fund finencad daements is on mgor governmenta funds.  All remaning
governmenta funds are aggregated and reported as nonmgor funds.

The Department reports the following mgor governmentd funds:

General Fund. This is the Depatment’s primary operating fund. 1t accounts for financia
resources of the general government, except those required to be accounted for in another fund.

Petroleum Release Cash Fund. This fund accounts for al fees received and expenses paid
related to the Petroleum Release Remedid Action Act. Fees are assessed on the owners of
petroleum tanks and on the sdlling of petroleum. The fund assgts in paying the cost of cleanup
of gteswhere petroleum has legked from tanks, generdly service stations.

Water Pollution Fund. This fund accounts for the Department’s water pollution Federd
funding. It accounts for the Federal grants related to the Wastewater and Drinking Water
Congtruction Programs, the Lesking Underground Storage Tanks Program, and the Nonpoint
Source Management Program.

Wastewater Facility Construction Loan Fund. This fund accounts for the Department’s
Wastewater Treatment Facilities Congruction Assstance Act.  The fund conssts of federa
capitdization grants, State matching appropriations, and repayments of principa and interest on
loans. Expenditures are primarily low interest loans to municipdities for congruction of
wadtewater trestment facilities and sanitary sewer collection systems.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued)

C. Measurement Focus, Basis of Accounting

The accounting and financid reporting trestment gpplied to a fund is determined by its
measurement focus and basis of accounting.  The accounting records of the Department are
maintaned and the Agency-wide financid statements were reported on the bass of cash
receipts and disbursements.  As such, the measurement focus includes only those assets and
fund balances arising from cash transactions on the Statement of Net Assets Arisng From Cash
Transactions and the Statement of ActivitiessCash Bads. Revenues are recognized when
received and expenditures are recognized when paid for dl funds of the Depatment. This
differs from governmenta generaly accepted accounting principles (GAAP), which require the
Agency-wide fund financid <tatement to be reported usng the economic resources
measurement focus and the accrua basis of accounting. Under this measurement focus and
bass of accounting revenues are recorded when earned and expenses are recorded when a
ligbility is incurred, regardiess of the timing of related cash flows. Grants and smilar items are
recognized as revenue as soon as dl digibility requirements imposed by the provider have been
met.

The governmental fund financid Statements were aso reported on the cash receipt and
disbursement basis of accounting. As such, the same measurement focus and basis of
accounting were used as described above.  This differs from governmental generaly accepted
accounting principles (GAAP), which require governmenta fund financid statements to be
reported using the current financia resources measurement focus and the modified accrua basis
of accounting. Under this measurement focus and basis of accounting, revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough theregfter to pay liahilities of
the current period. For this purpose, the State of Nebraska considers revenues to be available
if they are collected within one year of the end of the current fiscd period. Expenditures
generdly are recorded when a liability is incurred, as under accrua accounting. However,
expenditures related to compensated absences and claims and judgments are recorded only
when payment is due.

D. Assets and Net Assets

Cash in State Treasury. Cash in the State Treasury represents the cash baance of afund as
reflected on the Nebraska Accounting System.  Investment of dl available cash is made by the
State Investment Officer, on adally bass, based on total bank baances. Investment incomeis
digtributed based on the average daily book cash balance of funds designated for investment.
Determination of whether afund is consdered designated for investment is done on an individud
fund bass. All of the funds of the Department, except the Low-Level Radioactive Waste, the
Environmenta Quality Cash, and the Hazardous Wagte Sites funds, were desgnated for
investment during fisca year 2002.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued)

Cash Held by Bond Trustee. Cash held by the Bond Trustee is invested in money market
accounts and guaranteed investment contracts.  Although long term in nature, the amount
invested by the Bond Trustee is considered cash equivaents due to their liquid nature.

Inventories. Disbursements for items of an inventory nature are considered expended at the
time of purchase rather than at the time of consumption.

Capital Assets. Under the cash receipts and disbursements basis of accounting, capital assets
are not capitdized in the funds used to acquire or construct them. Instead, capital acquisitions
are reflected as disbursements in governmental funds. GAAP requires capitd assets, which
would include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sdewdks, and smilar items) to be reported in the gpplicable governmentd activities columnsin
the government-wide financid statements.

Depreciation expenses on cgpita assets was not recorded on the cash bass financid
datements.  Under GAAP, depreciation expenses would be recorded in the Statement of
Activities. The cogt of norma maintenance and repairs that does not add to the value of the
ast or extend asst lifeis not capitalized.

Compensated Absences. All permanent employees working for the Department earn sick
and annud leave and are dlowed to accumulate compensatory leave rather than being paid
overtime. Temporary and intermittent employees and Department and Commission members
are not digible for paid leave. Under the receipts and disbursements basis of accounting, the
lidbilities for compensated absences are not reported since they do not represent liabilities
arisng from cash transactions. Under GAAP, the compensated absences liability would be
reported in the government-wide financial statements, and would be recorded in accordance
with the State of Nebraska policy which is to recognize the expense and accrued ligbility when
vacation and compensatory leave is earned or when sick leave is expected to be pad as
termination paymerts.

Restricted Net Assets. \When both restricted and unrestricted resources are available for
use, it is the Depatment's policy to use redricted resources firdt, then the unrestricted
resources, as they are needed. Net assets are reported as restricted when congtraints placed
on ther use are either externdly imposed or imposed by law through congtitutiona provisions or
enabling legidation.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Concluded)

E. Fund Balance Reservations

Reservations of fund balances are established to identify the existence of assats that have been
legally segregated for specific purposes. Reservations of fund balances are also established for
assets which are not current in nature, such asfor postage.

Totals

The totds “Memorandum Only” column represents an aggregation of individua account
balances. The column is presented for overview informational purposes and does not present
consolidated financia information because interfund balances and transactions have not been
eiminated.

Investments Held by Bond Trustee

The State, through the Nebraska Investment Finance Authority (NIFA) (the “Issuer”) issues
revenue bonds to provide additiona funds to meet the 20% match requirements of the Clean
Water and Drinking Water Program Capitalization Grants. Wells Fargo Bank lowa, Nationa
Association (Trustee), as trustee holds these accounts.  The Trustee, in accordance with the
Bond Indenture, establishes the appropriate accounts and invests the monies. At June 30,
2002, the Cash held by Bond Trustee of $3,192,875, stated at fair market value, was invested
in the falowing invesments

Far Market Vdue
Money Market Account $ 2,379,355
Guaranteed Investment Contracts (GICs) 813,520
Totd $ 3,192,875

In accordance with GASB Statement Number 3, Deposits with Financial Institutions,
Investments (including Repurchase Agreements), and Reverse Repurchase Agreements,
deposits and investments are to be categorized as to custodid credit risk. The Money Market
Accounts, with a carrying amount and bank amount of $2,379,355, were uninsured and
uncollateraized during and at the end of fiscd year 2002.

GICs are not required to be categorized as to custodia credit risk under GASB Statement
Number 3.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

Investments

Investments of $111,869 are investments held by the State Treasury, and are invested by the
Nebraska Investment Officer in mutual funds, and are stated at fair market value.

Neb. Rev. Stat. Section 72-1247 R.S.Supp., 2000 authorized the State Investment Officer to
invest the State's funds in accordance with the prudent person rule. The State Investment
Officer could not buy on margin, buy cal options, or buy put options. The Department’s
investments are categorized to give an indication of the leve of custodia risk assumed by the
Depatment at year-end. The investments of the Department are not required to be categorized
under GASB Statement Number 3.

Bonds Payable

The Wagtewater and Drinking Water Programs are funded with Federd money and the
matching requirement is funded by the Department through the issuance of bonds. The
Depatment has entered into a specid financing arrangement with NIFA, an independent
ingrumentaity of the State exercising essentid public functions, to provide matching funds for
the Department’ s Drinking Water Program. NIFA issues the bonds, and proceeds are held by
the Trustee until needed by the Drinking Water Program for loan purposes. The Series 2000A
and 2001A Bonds are limited obligations of NIFA, payable only from and secured only by the
Trust Estate. The Series 2000A and 2001A Bonds are revenue bonds. The Series 2000A and
2001A bonds shdl not congtitute a debt, ligbility, genera obligation of the State, or a pledge of
the faith and credit of the State, but are payable solely out of the revenue or money NIFA
pledged to the Trust Estate. Neither the faith and credit nor the taxing power of the State is
pledged to the principa of, premium, if any, or the interest on the Series 2000A or 2001A
Bonds. Bonds payable are not recorded on the cash basis of accounting. Bonds payable for
the fiscd year ended June 30, 2002, are as follows:

Beginning Ending
Bdance Additions Retirements Bdance
Bonds Payable $ 7,345000 $ - 3 160,000 $ 7,185,000

Bonds payable at June 30, 2002 cons & of the following:

Find
Origind 2002 Interest Maturity Date
Series Issue Retirements Badance Rates
1999 $2,000,000 $2,000000 $ - - -
2000A $5530,000 $ 160,000 $5,370,000 4.8-5.7%  July 1, 2015
2001A $1,815000 $ - $1,815,000 3.9-5.15% Jan. 1, 2016
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

Bonds Payable (Concluded)

The 2000A Series Bonds were issued June 29, 2000 and the 2001A Series Bonds were issued
March 29, 2001. Bonds mature at various intervas through July 2016. The debt service
requirements on bonds maturing in subsequent years are as follows.

Year Ending
June 30 Principa Interest Totd

2003 $ 330,000 $ 371,200 $ 701,200
2004 345,000 355,321 700,321
2005 365,000 338,443 703,443
2006 375,000 320,500 695,500
2007 395,000 301,678 696,678

2008-2012 2,315,000 1,177,844 3,492,844

2013-2016 3,060,000 427,310 3,487,310
Totd $ 7,185,000 $ 3,292,296 $ 10,477,296

Series 2002A Bonds for $2,000,000 were issued in December 2002. These bonds are not
included in the debt service requirement schedule.

The Wastewater Program issued and redeemed $2,180,000 in short-term revenue bonds
during the fiscal year ended June 30, 2002. Therefore, at June 30, 2002, no Wastewater
Program bonds were outstanding.

Loans Receivable

The State operates the Wastewater and Drinking Water Programs as direct loan programs,
whereby loans are made to communities, and, on the average, are 83.33% federally funded,
and 16.67% funded by the State. Loan funds are disbursed to the local agencies as they
expend funds for the purposes of the loan. Interest is caculated from the date that funds are
advanced, and after the fina disbursement has been made. The interest rates on loans range
from 3% to 4% and the terms are between 5 and 30 years. On the cash bagis, loans receivable
are not included on the financiad statements. The tota loans receivable as of June 30, 2002,
was $47,960,786 for the Wastewater Program and $19,092,053 for the Drinking Water
Program.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

Contingencies and Commitments

Risk Management. The Department is exposed to various risks of loss reated to torts, theft
of, damage to, or destruction of assets, errors or omissons, injuries to employees, and natural
disasters. The Department, as part of the primary government for the State, participates in the
State’'s risk management program. The Nebraska Department of Adminigtrative Services
(DAS) Divison of Risk Management is responsble for maintaining the insurance and sdf-
insurance programs for the State.  The State generdly sdf-insures for generd liability and
workers compensation. The State has chosen to purchase insurance for:

A. Motor vehicle lighility, which isinsured for the first $5 million of exposure per accident.
Insurance is aso purchased for medica payments, physicad damage, and uninsured and
underinsured motorists with various limits and deductibles. State agencies have the
option to purchase coverage for physica damage to vehicles.

B. The DAS-Personnd Divison mantans hedth care and life insurance for digible
employees.

C. Crime coverage, with a limit of $1 million for each loss, and a $10,000 retention per
incident.

D. Real and persona property on a blanket basis for losses up to $250,000,000, with a
f-insured retention of $200,000 per loss occurrence. Newly-acquired properties are
covered up to $1,000,000 for 60 days or until the value of the property is reported to
the insurance company. The perils of flood and earthquake are covered up to
$10,000,000.

E State agencies have the option to purchase building contents and inland marine
coverage.

No settlements exceeded commercia insurance coverage in any of the past three fisca years.
Hedth care insurance is funded in the Compensation Insurance Trust Fund through a
combination of employee and State contributions. Workers compensation is funded in the
Workers Compensation Internal Service Fund through assessments on each agency based on
total agency payroll and past experience. Tort clams, theft of, damage to, or destruction of
assdts, errors or omissons, and naturd disasters would be funded through the State Generd
Fund or by individua agency assessments as directed by the Legidature, unless covered by
purchased insurance. No amounts for estimated claims have been reported in the Nebraska
Department of Environmenta Quadlity’ s financid statements,
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

Contingencies and Commitments (Concluded)

Litigation. On September 30, 2002, US Federa District Court Judge Richard Kopf issued a
decison in alawsuit filed December of 1998 by the Centra Interstate Low-Leve Radioactive
Waste Compact Commission and the mgjor generators of LLRW in the compact. The Judge's
Memorandum and Order determined that the State of Nebraska breached its good faith
obligations under the Compact and ordered the State to pay the Commission $151,408,240 for
itsviolation of Federd law.

The State of Nebraska has appealed the judgment to the 8" Circuit Court of Appeds. The
parties have completed the briefing schedule and ord arguments have been scheduled for June
12, 2003 in St. Paul, Minnesota. The 8" Circuit pand of judgesis expected to issue adecision
inthefdl.

The potentid amount of liability involved in the above case or any other litigation pending againgt
the Department, could not be determined at thistime. However, it is the Department’s opinion
that find settlement of those matters should not have an adverse effect on the Department’s
ability to adminigter current programs. Any judgment againg the Department would have to be
processed through the State Claims Department and be approved by the Legidature.

State Employees Retirement Plan (Plan)

The Plan is a sngle-employer defined contribution plan administered by the Public Employees
Retirement Board in accordance with the provisions of the State Employees Retirement Act and
may be amended by legidative action. In the defined contribution plan, retirement benefits
depend on totd contributions, investment earnings, and the investment options selected. Prior
to April 18, 2002, membership in the Plan was mandatory for al permanent full-time employees
on reaching the age of thirty and completion of twenty-four months of continuous service. Full

time employee is defined as an employee who is employed to work one-hdf or more of the
regularly scheduled hours during each pay period. Voluntary membership is permitted for al

permanent full-time or permanent part-time employees upon reeching age twenty and
completion of twelve months of permanent service within a five-year period. Any individud

gppointed by the Governor may eect to not become a member of the Plan. Legidétive Bill 687
(2002), effective April 18, 2002, dated al permanent full-time employees shdl begin
participation in the plan upon completion of twelve continuous months of service,

Employees contribute 4.33% of their monthly compensation until such time as they have paid
during any cdendar year atota of eight hundred sixty four dollars, after which time they pay a
sum equd to 4.8% of their monthly compensation for the remainder of such cdendar year. The
Department matches the employee’ s contribution at arate of 156%.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

State Employees Retirement Plan (Plan) (Concluded)

The employee's account is fully vested. The employer’s account is vested 100% after five
years participation in the system (prior to April 18, 2002) or at retirement. Legidative Bill 687
(2002), effective April 18, 2002, changed the vesting requirement to a tota of three years of
paticipation in the sysem, which indudes the tweve-month digibility period or credit for
participation in another governmenta plan prior to actud contribution to the Plan.

For the fiscd year ended June 30, 2002, employees contributed $354,200 and the Department
contributed $552,553.

Net Distributive Activity

Net Didributive Activity transactions are those recorded directly to a fund's liability accounts
rather than through a receipt or disbursement account. These transactions represent funds
received by the Depatment, which are owed to some individuad, organization, or other
government agency, or are depodts which will be returned on completion of some specified
requirement.

The Department's Net Didributive Activity for the audit period consisted of the following:

Fund/Explanation Amount
Wadtewater Facility Congtruction Loan Fund 6847
Interest and Pendlties Received from Communities on Loans $ 2,845,689
Bond Interest and Principa Payments made to Bond Trustee (2,209,675)
Total $ 636,014
Other Funds
Drinking Water Facility Loans Fund 6848
Interest and Pendties Received from Communities on Loans $ 877,385
Bond Interest and Principa Payments made to Bond Trustee (927,710)
Indirect Cost Fund 4844
Other Activity 7
Tota $ (50,318)
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

10. Operating Transfers In and Out

Trandfers consgts of the following:

Fund/Explanation Amount
Trandersin:
Low-Level Radioactive Waste Fund 2844
Statutory transfer from Fund 2837 $ 3,934,080
Drinking Water Facility Loans Fund 63848
Transfers between the Department and the Bond Trustee
for bond interest 975,284
Livestock Waste Management Fund 2833
Statutory transfer from the Nebraska Department

of Agriculture 250,000
Waste Reduction/Recycling Incentive Fund 2839
Other Transfer In 826
Tota $ 5,160,190
Transfers Out:
Solid Wagte Landfill Closure Fund 2837
Statutory transfer to Fund 6848 $ 3,934,080

Drinking Water Facility Loans Fund 6848
Transfers between the Department and the Bond Trustee

for bond interest 745,842
Petroleum Release Cash Fund 2849

Other Transfer Out 51,583
Water Pollution Fund 4841

Other Transfer Out 5,297
Scrap Tire Reduction/Recycling Incentive Fund 2836

Other Transfer Out 826

Total $ 4,737,628

11. Sales & Charges

The Nebraska Department of Revenue (Revenue) collects various fees, which are required to
be depodted in various common funds of the Depatment of Environmenta Quadity and
Revenue. The amount deposited in these funds (less adminidrative expenses of Revenue) is
avalable for disbursements by the Depatment of Environmentd Qudity for various
environmental programs. The tota collected by Revenue, and deposited into common funds is
asfollows
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS

(Continued)

Sales & Charges (Concluded)

Fund Amount
Petroleum Release Cash Fund $ 10,823,136
Waste Reduction/Recycling Incentive Fund 2839 2,248,752
Litter Reduction & Recycling Fund 2840 1,288,049

Tota $ 14,359,937

The State Fire Marsha aso collects a fee, depodted into a common fund. The amount
deposited in the Petroleum Release Cash Fund is available for disbursements by the Department
of Environmenta Quadlity for various environmenta programs. The total collected by the Fire
Marshal was $494,775.

Combining Activity of Fund 6848

As noted in Note 5, the Department, through the Nebraska Investment Finance Authority
(NIFA) (the “Issuer”), issues revenue bonds to provide additional funds to meet the 20% match
requirements of the Drinking Water Program. U.S. Bank Nationa Association (Trustee), as
trustee holds these accounts. The trustee, in accordance with the Bond Indenture, establishes
the gppropriate accounts and invests the funds. Certain activity and the badance in these
accounts were not recorded on the Nebraska Accounting System (NAS). The following
adjustments to Fund 6848 (Drinking Water Fecility Loans Fund) were made to record the
activity and balance for the period ending and as of June 30, 2002:

Amount
Investment Interest $ 182,309
Issuance of Bonds $ (1,349,566)
Operating TrandfersIn $ 927,710
Operaing Transfers Out $ (520,529)
Cash Held by Bond Trustee June 30, 2002 $ 3,192,875

GASB 34

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No.
34, Badic Financiad Statements - and Management Discusson and Andyss - for State and
Locd Governments. The State of Nebraska implemented the Statement for the fiscd year
ending June 30, 2002.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO FINANCIAL STATEMENTS
(Continued)

GASB 34 (Concluded)

The Department implemented GASB 34 by presenting its financid statements in a format as
required by GASB 34. However, as explained in Note 1.C. the Depatment's financia
gtatements are presented on the cash basis of accounting, which is a basis of accounting other
than generdly accepted accounting principles.  Previous period financia Statements of the
Department were adso prepared on the cash bass of accounting; therefore, these financid
gatements, even though in a different format, are comparable to previous period financid
gtatements of the Department.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
SUPPLEMENTARY INFORMATION
GENERAL FUND
BUDGETARY COMPARISON SCHEDULE OF DISBURSEMENTS BY PROGRAM
BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2002

BUDGETED AMOUNTS VARIANCE WITH
FINAL BUDGET -
ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)
PROGRAM:
513 - Environmental Quality / Operations $ 994,129 § 638,837 $ 687,951 $ 886
523 - Wastewater Treatment Facilities

Construction 123,362 123,362 82,136 41,226
585 - Low-Level Disposal Act / Operations 4,851,560 4,657,498 4,530,052 127,446
586 - Water Quality 2,314,844 2,314,844 2,314,623 221
587 - Land Quality 659,627 659,627 426,656 232,971
588 - Air Quality 389,527 389,527 388,720 807
TOTAL DISBURSEMENTS $ 9,333,049 $ 8,833,605 $§ 8,430,138 $ 403,557

See Notes to Supplementary Information
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO SUPPLEMENTARY INFORMATION
For the Y ear Ended June 30, 2002

BUDGETARY COMPARISON SCHEDULE
GAAP Requirements

Generally Accepted Accounting Principles (GAAP) requires budgetary comparison schedules for the
genera fund, and for each mgor specid revenue fund that has a legdly adopted annud budget. For
each program, the Legidature gppropriated the Department’s legally adopted annual budget amount.
The Department’ s budgetary comparison schedule includes the generd fund. A budgetary comparison
could not be shown for the Petroleum Release Cash Fund 2849, the Water Pollution Fund 4841, and
the Wastewater Facility Congruction Loan Fund 6847 because the Legidature does not make
appropriations at this level, nor do the records of the State provide this information.

GAAP dso requires the budgetary comparison schedule to include the original budget and final
budget amounts. The original budget is the first complete appropriated budget adjusted by reserves,
transfers, dlocations, supplementa appropriations, and other legally authorized legidative and executive
changes before the beginning of the fiscd year. The origind budget would dso include actud
gppropriation amounts automaticaly carried over from prior years when required by law. The final
budget is the origind budget adjused by dl reserves trandfers, dlocations, supplementa
gopropriations, and other legaly authorized legidative and executive changes gpplicable to the fiscd
year as Sgned into law or otherwise legdly authorized.

Budgetary Process

The State' s bienniad budget cycle ends on June 30 of the odd-numbered years. By September 15, prior
to a biennium, the Department and dl other State agencies must submit their budget request for the
biennium beginning the following July 1. The requests are submitted on forms that show estimated
funding requirements by programs, sub-programs, and activities. The Executive Branch reviews the
requests, establishes priorities, and balances the budget within the estimated resources available during
the upcoming biennium.

The Governor's budget bill is submitted to the Legidature in January. The Legidaure congders
revisons to the bill and presents the appropriations bill to the Governor for sgnature. The Governor
may: @) gpprove the appropriations bill in its entirety, b) veto the bill, or €) line item veto certain sections
of thebill. Any vetoed hill or line item can be overridden by athree-fifths vote of the Legidaure.

The agpproved agppropriations will generdly set spending limits for a particular program within the
agency. Within the agency or program, the Legidature may provide funding from one to five budgetary
fund types. Thus, the contral is by fund type, within a program, within an agency. As a result, the
budgetary comparison schedule only reports total disbursements by program.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NOTES TO SUPPLEMENTARY INFORMATION
(Continued)

Appropriations are usualy made for each year of the biennium, with unexpended baances being
regppropriated at the end of the first year of the biennium. For most appropriations, balances lapse at
the end of the biennium.

All State budgetary disbursements for the generd fund are made pursuant to the gppropriations, which
may be amended by the Legidature, upon approvad by the Governor. State agencies may reallocate the
appropriations between mgjor objects of expenditure accounts, except that the Legidature' s gpproval is
required to exceed the persond service limitations contained in the appropriations bill. Increasesin totd
appropriations must aso be agpproved by the Legidature as a deficit gppropriations hill.

Receipts are not budgeted. Therefore, there are no budgeted amounts shown on the Budgetary
Comparison Schedule.
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COMBINING STATEMENT OF ASSETS AND FUND BALANCES ARISING FROM CASH TRANSACTIONS

Assets

NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NONMAJOR GOVERNMENTAL FUNDS
June 30, 2002

Special Revenue

Cash in State Treasury
Investments Held by Bond Trustee
Deposit with Vendors

Long-Term Investments

Total Assets

Fund Balances

Reserved for:
Postage

Unreserved, Reported in Nonmajor
Special Revenue Funds

Total Fund Balances

Livestock Remedial Solid Waste Integrated Waste
Waste Clean Air Action Plan Landfill Solid Waste Red/Recycling
Management Title V Monitoring Closure Management Incentive
Fund 2833 Fund 2834 Fund 2835 Fund 2837 Fund 2838 Fund 2839
151,531  $ 160,297  $ 69,578 $ 3,461,049 $ 6,103,991
- 440 - 639 885
151,531  $ 160,737 § 69,578 § 3,461,688 $ 6,104,876
- 3 440 § - 3 639 § 885
151,531 160,297 69,578 3,461,049 6,103,991
151,531  § 160,737  § 69,578 § 3,461,688  $ 6,104,876
(Continued)
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COMBINING STATEMENT OF ASSETS AND FUND BALANCES ARISING FROM CASH TRANSACTIONS

Assets

NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NONMAJOR GOVERNMENTAL FUNDS
June 30, 2002

Special Revenue

Cash in State Treasury
Investments Held by Bond Trustee
Deposit with Vendors

Long-Term Investments

Total Assets

Fund Balances

Reserved for:
Postage

Unreserved, Reported in Nonmajor
Special Revenue Funds

Total Fund Balances

Litter Environmental Petroleum & Low Level Wastewater
Reduction & Quality Chemigation Hazard Storage Radioactive Treatment
Recycling Cash Cost Handling Waste OP Cert

Fund 2840 Fund 2841 Fund 2842 Fund 2843 Fund 2844 Fund 2845
1,002,304 S 320,438 $ 63,359 $ 121 681,886 8,459
546 - - - 175 222
1,002,850 $ 320,438 § 63,359 § 121 682,061 8,681
546 § -3 -3 - 175 222
1,002,304 320,438 63,359 121 681,886 8,459
1,002,850 $ 320,438 § 63,359 § 121 682,061 8,681
(Continued)
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
COMBINING STATEMENT OF ASSETS AND FUND BALANCES ARISING FROM CASH TRANSACTIONS
NONMAJOR GOVERNMENTAL FUNDS
June 30, 2002

Special Revenue

Wastewater LLRW LLRW Drinking Low Level
Loan Monitoring Community Water Radioactive Solid
Administration Community Improvements Administration Waste Waste
Fund 2846 Fund 2847 Fund 2848 Fund 2863 Fund 4840 Fund 4842
Assets
Cash in State Treasury $ 1,601,601 $ 6,779 S 23,538 $ 572,371  $ 471,537  § 19,689
Investments Held by Bond Trustee - - - - - -
Deposit with Vendors - - - - - 451
Long-Term Investments - - - - - -
Total Assets $ 1,601,601 § 6,779 $ 23,538 $ 572,371  § 471,537  § 20,140
Fund Balances
Reserved for:
Postage $ -3 -5 - S - S -3 451
Unreserved, Reported in Nonmajor
Special Revenue Funds 1,601,601 6,779 23,538 572,371 471,537 19,689
Total Fund Balances $ 1,601,601 $ 6,779  $ 23,538 % 572,371  $ 471,537 $ 20,140

(Continued)
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

COMBINING STATEMENT OF ASSETS AND FUND BALANCES ARISING FROM CASH TRANSACTIONS

NONMAJOR GOVERNMENTAL FUNDS
June 30, 2002

Special Revenue

Department of Hazardous Leaking Drinking Total
Air Indirect Defense Waste Underground Water Fac Nonmajor
Pollution Cost Sites Sites Storage Tanks Loans Governmental
Fund 4843 Fund 4844 Fund 4845 Fund 6845 Fund 6846 Fund 6848 Funds
Assets
Cash in State Treasury $ 168,349 § 567,998 § 16,282  $ 1,127 $ 66,847 2,374,513  $ 17,913,648
Investments Held by Bond Trustee - - - - - 3,192,875 3,192,875
Deposit with Vendors 712 799 - - - - 4,869
Long-Term Investments - - - - - 111,869 111,869
Total Assets $ 169,061 § 568,797 § 16,282  $ 1,127 § 66,847 5,679,257 § 21,223,261
Fund Balances
Reserved for:
Postage $ 712 $ 799 § -5 -5 - -5 4,869
Unreserved, Reported in Nonmajor
Special Revenue Funds 168,349 567,998 16,282 1,127 66,847 5,679,257 21,218,392
Total Fund Balances $ 169,061 § 568,797 § 16,282  $ 1,127 § 66,847 5,679,257 § 21,223,261
(Concluded)
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
COMBINING STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the Fiscal Year Ended June 30, 2002

Special Revenue Funds

Livestock Remedial Scrap Tire Solid Waste Integrated Waste
Waste Clean Air Action Plan Red/Recycling Landfill Solid Waste Red/Recycling
Management Title V Monitoring Incentive Closure Management Incentive
Fund 2833 Fund 2834 Fund 2835 Fund 2836 Fund 2837 Fund 2838 Fund 2839
RECEIPTS:
Federal Grants & Contracts $ -3 -3 -3 - 8 - 8 - 8 24
Sales & Charges 63,500 1,437,221 99,053 720 - 1,549,430 3,485,657
Miscellaneous:
Loan Principal Repayments
Investment Interest 12,454 57,721 4,145 - 150,335 169,549 284,018
Donations & Contributions - - - - - - -
Other Miscellaneous 1,799 3,783 9,931 (26,827) - 2,376 53,890
TOTAL RECEIPTS 77,753 1,498,725 113,129 (26,107) 150,335 1,721,355 3,823,589
DISBURSEMENTS BY FUNCTION:
Conservation of Natural Resources - 1,962,454 - 502 154,933 - 3,230,669
Regulation of Business and Profession 266,460 - 138,823 - - 1,263,863 -
TOTAL DISBURSEMENTS 266,460 1,962,454 138,823 502 154,933 1,263,863 3,230,669
Excess (Deficiency) of Receipts Over
(Under) Disbursements (188,707) (463,729) (25,694) (26,609) (4,598) 457,492 592,920
OTHER FINANCING SOURCES (USES):
Sales of Assets - - - - - - -
Net Distributive Activity - - - - - - -
Operating Transfers In 250,000 - - - - - 826
Operating Transfers Out - - - (826) (3,934,080) - -
TOTAL OTHER FINANCING
SOURCES (USES) 250,000 - - (826) (3,934,080) - 826
Net Change in Fund Balances 61,293 (463,729) (25,694) (27,435) (3,938,678) 457,492 593,746
FUND BALANCES, JULY 1, 2001 90,238 624,466 95,272 27,435 3,938,682 3,004,196 5,511,130
FUND BALANCES, JUNE 30, 2002 $ 151,531 § 160,737 § 69,578 § - 8 4 § 3,461,688 $§ 6,104,876
(Continued)
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COMBINING STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND BALANCES

RECEIPTS:

Federal Grants & Contracts

Sales & Charges

Miscellaneous:
Loan Principal Repayments
Investment Interest
Donations & Contributions
Other Miscellaneous

TOTAL RECEIPTS

DISBURSEMENTS BY FUNCTION:
Conservation of Natural Resources
Regulation of Business and Profession

TOTAL DISBURSEMENTS

Excess (Deficiency) of Receipts Over
(Under) Disbursements

OTHER FINANCING SOURCES (USES):
Sales of Assets
Net Distributive Activity
Operating Transfers In
Operating Transfers Out
TOTAL OTHER FINANCING
SOURCES (USES)

Net Change in Fund Balances
FUND BALANCES, JULY 1, 2001
FUND BALANCES, JUNE 30, 2002

NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY

NONMAJOR GOVERNMENTAL FUNDS
For the Fiscal Year Ended June 30, 2002

Special Revenue Funds

Litter Environmental Petroleum & Low Level Wastewater Wastewater
Reduction & Quality Chemigation Hazard Storage Radioactive Treatment Loan

Recycling Cash Cost Handling Waste OP Cert Administration

Fund 2840 Fund 2841 Fund 2842 Fund 2843 Fund 2844 Fund 2845 Fund 2846
$ - 8 330,000 $ - 8 - 8 - - 3 -
1,288,049 62,910 31,399 - - 45,857 770,412
62,576 2,197 3,259 6 - 592 68,733
21 - - - - - -
18,853 - - - - - 389
1,369,499 395,107 34,658 6 - 46,449 839,534
1,151,316 - - - - - 716,294
- 117,626 27,183 - 3,794,297 57,319 -
1,151,316 117,626 27,183 - 3,794,297 57,319 716,294
218,183 277,481 7,475 6 (3,794,297) (10,870) 123,240
- - - - 3,934,080 - -
- - - - 3,934,080 - -
218,183 277,481 7,475 6 139,783 (10,870) 123,240
784,667 42,957 55,884 115 542,278 19,551 1,478,361
$ 1,002,850 § 320,438 § 63,359 § 121§ 682,061 8,681 § 1,601,601

(Continued)
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
COMBINING STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the Fiscal Year Ended June 30, 2002

Special Revenue Funds

LLRW LLRW Drinking Low Level
Monitoring Community Water Radioactive Solid Air Indirect
Community Improvements Administration Waste Waste Pollution Cost
Fund 2847 Fund 2848 Fund 2863 Fund 4840 Fund 4842 Fund 4843 Fund 4844
RECEIPTS:
Federal Grants & Contracts $ - 3 - 3 - 8 -3 1,314,408 § 1,460,441 $§ 2,634,699
Sales & Charges - - 279,000 - - - 13,823
Miscellaneous:
Loan Principal Repayments
Investment Interest - - 17,106 - 1,460 783 53,538
Donations & Contributions - - 4,193 - 1,725 - 15
Other Miscellaneous - - - - 19,427 450 5,229
TOTAL RECEIPTS - - 300,299 - 1,337,020 1,461,674 2,707,304
DISBURSEMENTS BY FUNCTION:
Conservation of Natural Resources - - - - 1,358,231 1,304,224 2,193,419
Regulation of Business and Profession - - - - - - -
TOTAL DISBURSEMENTS - - - - 1,358,231 1,304,224 2,193,419
Excess (Deficiency) of Receipts Over
(Under) Disbursements - - 300,299 - (21,211) 157,450 513,885
OTHER FINANCING SOURCES (USES):
Sales of Assets - - - - - - 4,274
Net Distributive Activity - - - - - - 7
Operating Transfers In - - - - - - -
Operating Transfers Out - - - - - - -
TOTAL OTHER FINANCING
SOURCES (USES) - - - - - - 4,281
Net Change in Fund Balances - - 300,299 - (21,211) 157,450 518,166
FUND BALANCES, JULY 1, 2001 6,779 23,538 272,072 471,537 41,351 11,611 50,631
FUND BALANCES, JUNE 30, 2002 $ 6,779 § 23,538 $ 572,371  § 471,537 § 20,140 $ 169,061 § 568,797
(Continued)
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
COMBINING STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the Fiscal Year Ended June 30, 2002

Special Revenue Funds

Department of Hazardous Leaking Drinking Total
Defense Waste Underground Water Fac Nonmajor
Sites Sites Storage Tanks Loans Governmental
Fund 4845 Fund 6845 Fund 6846 Fund 6848 Funds
RECEIPTS:
Federal Grants & Contracts $ 98,092 $ - 3 - 3 183,036 § 6,020,700
Sales & Charges - - - - 9,127,031
Miscellaneous:
Loan Principal Repayments 640,652 640,652
Investment Interest 284 34 3,321 279,594 1,171,705
Donations & Contributions - - - - 5,954
Other Miscellaneous 253 - - - 89,553
TOTAL RECEIPTS 98,629 34 3,321 1,103,282 17,055,595
DISBURSEMENTS BY FUNCTION:
Conservation of Natural Resources 82,845 - - 1,438,341 13,593,228
Regulation of Business and Profession - - - - 5,665,571
TOTAL DISBURSEMENTS 82,845 - - 1,438,341 19,258,799
Excess (Deficiency) of Receipts Over
(Under) Disbursements 15,784 34 3,321 (335,059) (2,203,204)
OTHER FINANCING SOURCES (USES):
Sales of Assets - - - - 4,274
Net Distributive Activity - - - (50,325) (50,318)
Operating Transfers In - - - 975,284 5,160,190
Operating Transfers Out - - - (745,842) (4,680,748)
TOTAL OTHER FINANCING
SOURCES (USES) - - - 179,117 433,398
Net Change in Fund Balances 15,784 34 3,321 (155,942) (1,769,806)
FUND BALANCES, JULY 1, 2001 498 1,093 63,526 5,835,199 22,993,067
FUND BALANCES, JUNE 30, 2002 $ 16282  $ 1,127  § 66,847 $ 5,679,257 $§ 21,223,261
(Concluded)
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Program 163 Landfill Closure Assistance Fund/Operations & Aid

NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
SCHEDULE OF PERFORMANCE MEASURES

This program's objective is to provide grants for landfill site closing assessment, closure, monitoring, and remediation costs related to landfills existing or already closed on July

15, 1992.

Statistics

Number of Grants Provided

Costs

Fiscal Year
1998

Fiscal Year
1999

$ 3,317,3

Program 513 Environmental Quality/Operations

0

67

$

486,5

0

97

Fiscal Year
2000

Fiscal Year
2001

$

0

888,585

$

0

1,350,919

Fiscal Year
2002

$ 153,2

0

00

The objectives of this program are to develop, implement and enforce standards, and programs for the restoration and preservation of the State's land, water, and air quality. The
program is divided into three divisions namely the Air & Waste Division, the Water Quality Division, and the Management Services Division.

Statistics

Scrap Tire Permits
Integrated Waste Management
Permitted Facilities
Air Quality Construction Permits Issued
NPDES Facilities permitted
Livestock Waste Control
Facilities permitted:
Construction
State Operating

Costs

Fiscal Year
1998

Fiscal Year
1999

$ 18,666,5

26
94

44
52

139
70

65

$

20,500,5

- 45 -

91
33
156

123
&5

24

Fiscal Year

Fiscal Year

2000 2001
42 71
94 93
39 57
143 112
60 97
97 120
$ 19,585,674 $ 20,498,936

Fiscal Year
2002

63

98
90
18

106
112

$ 31,176,428



NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
SCHEDULE OF PERFORMANCE MEASURES

Program 513 Environmental Quality/Aid

The objectives of this program are a) to distribute funds to aid communities in developing and implementing pollution control activities, b) to provide funds for local litter
reduction and recycling programs and other solid waste activities, c) to provide funds for cost-share on cleanups of leaking underground storage tanks, and d) to provide
nonfederal share for Superfund Cleanups.

Statistics
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
1998 1999 2000 2001 2002

Superfund cleanups 2 2 3 2 2
Title 200 sites receiving reimbursements 63 119 124 219 251
Waste Reduction & Recycling Grants 60 38 68 49 76
Litter Reduction & Recycling Grants 52 47 47 49 54
Costs $ 7,121,969 $ 7,747,022 $ 7,563,138 $ 7,255,016 $ 8,700,787

Program 523 Wastewater Treatment Facilities Construction Loan Program/Aid

The objective of this program is to assist governmental units in the construction of wastewater treatment facilities. The program may also provide grants to communities of 800
population or less which demonstrate serious financial hardship.

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
1998 1999 2000 2001 2002
Number of projects 7 12 16 14 14
Costs $ 4,032,003 $ 7,219,675 $ 4,955,096 $ 10,922,417 $ 12,473,142
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
SCHEDULE OF PERFORMANCE MEASURES
Program 528 Drinking Water State Revolving Fund/Aid

The purpose of the Drinking Water State Revolving Fund is to provide low-interest loans to owners of public water supply systems for construction of these systems. The fund
was created to assist public water supply systems in attaining compliance with the Federal Safe Drinking Water Act.

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
1998 1999 2000 2001 2002
Costs $ - $ 935,136 $ 10,735,282 $ 12,595,019 $ 7,613,896

Program 585 Low-Level Disposal Act/Operations

The objective of this program is to administer the Department of Environmental Quality's responsibilities under the Low-Level Radioactive Waste Disposal Act.

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
1998 1999 2000 2001 2002
Costs $ 4,697,521 $ 3,574,254 $ 3,218,455 $ 2,428,227 $ 8,324,352

Program 585 Low-Level Disposal Act/Aid

Fees and surcharges assessed against the developer of the low-level radioactive waste disposal site and the members of the Central Interstate Low-Level Radioactive Waste
Compact are placed in cash funds for disbursements to local government units impacted by the site selection process.

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
1998 1999 2000 2001 2002
Costs $ 400,000 $ 350,000 $ - $ - $ -

Due to a lawsuit filed in December of 1998 no disbursements could be made from this program for future periods.
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NEBRASKA DEPARTMENT OF ENVIRONMENTAL QUALITY
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Deann Haeffner, CPA

Drepury Stace Audiror

We have audited the financid datements of the Nebraska Depatment of
Environmental Qudity as of and for the year ended June 30, 2002, and have issued

haetfnerEimanl. stare, ne.us
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Asst. Depury Auditor
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Tim Channer, CPA
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Mary Avery
SAE/Finance Mana ger
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Dennis Meyer, CGFM
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Mark .*h'::r].'. CPA
Subdivision Audit
Review Coardinator

vaveryE® mal state, ne. s

Robert Hotz, |D

Legal Coansel

rob hiorzéfoyatl, seage.ne;

our report thereon dated July 28, 2003. The report notes the financia statements
were prepared on the basis of cash receipts and disbursements and was modified to
emphasize that the financid dtatements present only te funds of the Nebraska
Department of Environmenta Quality. We conducted our audit in accordance with
auditing standards generdly accepted in the United States of America and the
dandards gpplicable to financid audits contained in Government Auditing
Standards, issued by the Comptroller Genera of the United States.

Compliance
As part of obtaining reasonable assurance about whether the Nebraska Department

of Environmenta Quadlity’s financid statements are free of material misstatement, we
performed tests of its compliance with certain provisons of laws, regulations,
contracts, and grants, noncompliance with which could have a direct and materid

effect on the determination of financid statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and,
accordingly, we do not express such an opinion. The results of our tests disclosed
no ingtiances of noncompliance that are required to be reported under Government
Auditing Standards. \We noted certain immaterid instances of noncompliance that
we have reported to management of the Nebraska Department of Environmenta

Qudity in the Comments Section of this report as Comment Number 1 (Capita

Assts), Comment Number 2 (Travel Expenses), and Comment Number 3
(Timeliness of Deposits).
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Internal Control Over Financid Reporting

In planning and performing our audit, we consdered the Nebraska Depatment of Environmenta
Quadlity’s interna control over financid reporting in order to determine our auditing procedures for the
purpose of expressng our opinion on the financia statements and not to provide assurance on the
interna control over financid reporting. Our consderation of the interna control over financia reporting
would not necessarily disclose dl matters in the internd control over financid reporting that might be
materia weaknesses. A materid weakness is a condition in which the design or operation of one or
more of the internd control components does not reduce to a relatively low leve the risk that
misstatements in amounts that would be materid in relaion to the financid statements being audited may
occur and not be detected within atimely period by employeesin the norma course of performing their
assigned functions. We noted no matters involving the internd control over financid reporting and its
operation that we consider to be materia weaknesses. However, we noted another matter involving the
internal control over financid reporting that we have reported to management of the Nebraska
Department of Environmenta Quality in the Comments Section of this report as Comment Number 1
(Capital Assts).

This report is intended soldly for the information and use of the Department, the appropriate Federd
and regulatory agencies, and citizens of the State of Nebraska, and is not intended to be and should not
be used by anyone other than these specified parties.

(s Reding, COP

July 28, 2003 Assgtant Deputy Auditor
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