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DOUGLAS COUNTY COURT

SUMMARY OF COMMENTS

During our audit of Douglas County Court, we noted certain matters involving the interna control over
financid reporting and other operationd matters that are presented here.  These comments and
recommendations are intended to improve the interna control over financid reporting or result in
operational efficienciesin the areas asfollows:

1. Overdue Balances. Overdue case balances need to be aggressively reviewed on an ongoing
basis to determine what, if any, action needs to be taken to resolve the accounts.

2. Unclaimed Property: At June 30, 2003, the County Court had $8,484 in outstanding checks
which were over three years old and had not been reported to the State Treasurer in
accordance with State Statute.  In addition, one trust balance tested did not have any activity
since March 15, 2000 and should have been remitted to the State Treasurer.

3. Records Retention: The County Court could not locate the case files for dl of the receipts
Selected for testing.

More detailed information on the above items is provided heregfter. It should be noted that this report
is critica in nature Snce it contains only our comments and recommendations on the areas noted for
improvement and does not include our observations on any strong features of the Court.

Draft copies of this report were furnished to the Court to provide them an opportunity to review the
report and to respond to the comments and recommendations included in this report.  The Court
declined to respond.

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



DOUGLAS COUNTY COURT

COMMENTSAND RECOMMENDATIONS

1. Overdue Balances

Good internd control and sound business practice require overdue baances of the County Court be
reviewed on a regular basis to determine what action should be taken to collect on those accounts.
Without aregular review of overdue case balancesthere is an increased risk a case listed as outstanding
will either not have proper further action taken, or that the amount overdue may have previoudy been
paid and/or resolved and is incorrectly shown as overdue.

Three of thirty overdue baances tested involved crimind cases in which the defendants had been
unsatisfactorily released from probation. However, in each of the three cases, any fines, restitution, or
cods which remained due at the time of unsatisfactory release were not waived and/or claimed and
instead continued to be reflected as overdue balances. Furthermore, as was noted in the prior audit, the
grand total of overdue baances as of May 10, 2003, totaled $4,024,177. As of May 8, 2004, the
grand total of overdue balances totaed $4,715,608, an increase of $691,431. The number and dollar
amount of overdue case balances will continue to increase until some type of aggressive review/action is
taken to either collect on or otherwise resolve these overdue case balances.

We recommend, as we have in prior audits, the County Court review
overdue baances on a regular basis to determine what action, if any,
needs to be taken to resolve the accounts.

2. Unclaimed Property

Neb. Rev. Stat. Section 25-2717 R.R.S. 1995 requires the County Judge to notify the State Treasurer
regarding any fees, money, or cods due or belonging to persons which have not been pad or
demanded within three years from the date the funds were paid to the County Court, and, at the
direction of the State Treasurer, to remit such funds to the State Treasurer for deposit pursuant to the
Unclaimed Property Act.

As of June 30, 2003, the County Court had 71 checks, totaing $8,484, which had been outstanding for
a least three years in its checking account and had not been remitted to the State Treasurer. In
addition, there was one trust baance tested which has not had any activity snce March 15, 2000, and
had not been remitted to the State Treasurer.

We recommend the County Court work to promptly remit al unclaimed
property in its possession in accordance with State Statute.



DOUGLAS COUNTY COURT

COMMENTSAND RECOMMENDATIONS
(Continued)

3. Records Retention

Nebraska Records Retention and Disposition Schedule 18, as issued by the Nebraska State Records
Adminigtrator, Section 18-7-4 dates the origind papers filed in misdemeanor cases, including those
origindly filed as afdony but disposed of in the County Court as a misdemeanor, may be disposed of
five years after the judgment was entered. Additiondly, in Section 18-4-2 the Schedule dates dl
origind papers, documents, and court orders filed in aamdl dams case may be disposed of five years
after the case was dismissed or a judgment satisfied. Good interna control requires adequate financia
records and supporting documentation be retained by the County Court.

Two receipts sdlected for testing could not be verified to the case files because the County Court could
not locate thefiles. The casefileswere for acrimind case and asmal dams case.

We recommend the County Court retain dl records, a a minimum,
according to the Nebraska Records Retention Schedule. We adso
recommend the County Court implement filing procedures adequate to
ensure dl case files necessary for audit are reedily available.
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DOUGLAS COUNTY COURT

INDEPENDENT AUDITORS REPORT

We have audited the accompanying financid statement of Douglas County Court as
of and for the fiscal year ended June 30, 2003, as listed in the Table of Contents.
The financid satement is the respongbility of the Court's management. Our
responghility isto express an opinion on the financial statement based on our audit.

Except as noted in the fifth paragraph, we conducted our audit in accordance with
auditing standards generdly accepted in the United States of America and the
dandards applicable to financid audits contained in Government Auditing
Sandards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financid Statement is free of materid misstatement. An audit
includes examining, on atest bas's, evidence supporting the amounts and disclosures
in the financid statement. An audit aso includes assessing the accounting principles
used and ggnificant esimates made by management, as well as evaduating the
overdl financia statement presentation. We believe our audit provides a reasonable
basis for our opinion.

As discussed in Note 1, the financid statement was prepared on the basis of cash

receipts and disbursements, which is a comprehensive bass of accounting other
than generdly accepted accounting principles.

-4-



Also, as discussed in Note 1, the financid statement presents only the Court's Agency Funds activity
and does not purport to, and does not, present fairly the assets, liahilities, and results of operations of
Douglas County Court for the year then ended in conformity with the cash receipts and disbursements
badis of accounting.

We were unable to obtain a management representation letter from the Presiding Judge of Douglas
County Court. The Presiding Judge declined to make the representation as required by generdly
accepted auditing standards.

In our opinion, except for the effects of such adjustment, if any, as might have been determined to be
necessary had we been able to obtain the management representation letter from the Presiding Judge,
the financid statement referred to above presents fairly, in dl materia respects, the assets and liabilities
arisng from cash transactions of the Agency Funds of Douglas County Court as of June 30, 2003, and
the related activity for the fiscal year then ended, on the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated May 13,
2004, on our congderation of Douglas County Court’s internal control over financid reporting and our
tests of its compliance with certain provisons of laws, regulations, contracts, and grants. That report is
an integra part of an audit performed in accordance with Government Auditing Standards and should
be read in conjunction with this report in congdering the results of our audit.

i ) /
May 13, 2004 Deputy State Auditor



DOUGLAS COUNTY COURT
OMAHA, NEBRASKA
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
ARISING FROM CASH TRANSACTIONS
AGENCY FUNDS
For the Fiscal Year Ended June 30, 2003

Balance Balance
July 1, 2002 Additions Deductions June 30, 2003
ASSETS
Cash and Deposits $ 5,769,744 $ 17,004,522 $§ 15,768,249 $ 7,006,017
LIABILITIES
Due to State Treasurer:
Regular Fees $ 62,376 % 2,126,460 $ 2,111,838  $ 76,998
Law Enforcement Fees 1,812 100,613 100,168 2,257
Interest - 13,335 13,335 -
State Judges Retirement Fund 1,390 122,400 119,058 4,732
Automation Fees - 348,059 340,007 8,052
Legal Services Fees 1,860 248,921 245,647 5,134
Due to County Treasurer:
Regular Fines 54,909 2,739,891 2,735,870 58,930
Overload Fines 975 78,576 79,201 350
Regular Fees 505 318,980 313,565 5,920
Due to Municipalities:
Regular Fines 21,010 1,375,637 1,368,352 28,295
Regular Fees 6,856 85,443 84,952 7,347
Trust Fund Payable 5,618,051 9,446,207 8,256,256 6,808,002
Total Liabilities $ 5,769,744 $ 17,004,522 § 15,768,249 § 7,006,017

The accompanying notes are an integral part of the financial statement.

Beginning balances were adjusted to more accurately reflect accounts.



1.

DOUGLAS COUNTY COURT
NOTESTO FINANCIAL STATEMENT
For the Fiscal Y ear Ended June 30, 2003

Summary of Significant Accounting Policies

A.

Reporting Entity

The Douglas County Court is established by State Statute and is adminigratively
operated through the Court Administrator's Office of the Nebraska Supreme Court,

which is part of the State of Nebraska reporting entity. The Statement of Changes in

Assts and Liabilities Arising from Cash Transactions of the County Court reflects only
the Agency Funds activity of the Court; the receipts, and their subsequent disbursement
to the gppropriate entities for which they were collected. The financid statement does
not reflect the persona services expenses of the Court, which are paid by the Nebraska
Supreme Court, or the operating expenses, which are paid by Douglas County.

Basis of Accounting

The accounting records of the County Court Agency Funds are maintained, and the
Statement of Changes in Assets and Liabilities Arising from Cash Transactions has been
prepared, on the cash receipts and disbursements basis of accounting. Under this basis
of accounting, fines, fees, and receipts relating to trust funds are shown as additions to
assats and as an increase in the related liability when recelved. Likewise, disbursements
are shown as deductions to assets and a decrease in the related ligbility when a check is
written. This differs from Generdly Accepted Accounting Principles (GAAP) which
requires the accrud basis of accounting. Under GAAP, Agency Funds would be
reported in the Statement of Net Assets. Agency Funds are not reported in the
Statement of Changes of Fiduciary Net Assets. Agency Funds are used to report
resources held by the reporting government in a purely custodid capacity. Agency
Funds typicdly involve only the receipt, temporary investment, and remittance of
fiduciary resources to individuds, private organizations, or other governments.

Deposits and | nvestments

Funds held by the County Court are deposited and invested in accordance with rules issued by
the Supreme Court as directed by Neb. Rev. Stat. Section 25-2713 R.R.S. 1995. Funds are
generdly consolidated in an interest-bearing checking account; however, the Court may order
certain trugt funds to be invested separately. Any deposits in excess of the amount insured by
the Federa Deposit Insurance Corporation are required by Neb. Rev. Stat. Section
77-2326.04 R.R.S. 2003 to be secured either by a surety bond or as provided in the Public
Funds Deposit Security Act.



DOUGLAS COUNTY COURT
NOTESTO FINANCIAL STATEMENT
(Continued)

Deposits and | nvestments (Concluded)

The carrying amounts and bank balances of tota deposits, consigting of checking accounts,
savings accounts, money market accounts, and certificates of deposit, were asfollows:

Tota
Cash and Deposit Deposit
Carrying Amount Cash Amount Carrying Amount Bank Balance
June 30, 2003 $ 7,006,017 $ 3535 $ 7,002,482 $ 7,509,581

However, funds were entirely covered by federd depository insurance or by collatera securities
pledged to the Court and held by a Federd Reserve Bank, or by a Bank or trust company in
this State other than the depository bank, during the entire year.



STATE OF NEBRASKA
AUDITOR OF PUBLIC ACCOUNTS

Kate Witek
Stare Audiror

kwireh @ mail state ne:us

Deann Haeffner, CPA
Deputy Stace Auditor

haeffier®mail. state.neus

Don I_}un]ni_\:. CPA

Aszsr. !"u.-|l=-|'. Audiror

Ii"lliull.:l'\l""'lll |||.'\-|:|I< TR, LIS

Patr Reding, CPA
Assr, |]r'J-.sH.' Aunditor
.-.'-.|:||___'--'" nail.stare. ne. Us
Tim Channer, CPA
AsSL. |]-.'|'::E'- ."'.L.L|5I:-I|

channer® mail stace. neus

Mary Avery
SAE/Finance Manage

marvifmall.state.ne. us

Dennis Meyer, CGFM

Subdivision Budger
Coordinarar
-1|'.||:-.|"f.-"'!| il srare e us

Mark Avery, CPA

Subdivision Audir

Review Coordinator
[ail st te, nes

Robert Hotz, |D
Legal Counsel
rabhor@ mail stace.neus

PLY. Box 989

Stare Capirol, Suir
Lincoln, NE GRS

2303

10

WWMLALITOrS. STAlC. D, us

DOUGLAS COUNTY COURT
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTSPERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

We have audited the financid statement of Douglas County Court as of and for the
year ended June 30, 2003, and have issued our report thereon dated May 13,
2004. Our opinion on the financid statement of Douglas County Court was
qudified because we were unable to obtain a management representation letter from
the Presiding Judge of Douglas County Court. The report was dso modified to
emphasize thet the financid statement presents only the Agency Funds of Douglas
County Court prepared on the basis of cash receipts and disbursements. We
conducted our audit in accordance with auditing standards generdly accepted in the
United States of America and the standards 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 Douglas County Court’s

financid Satemert is free of materid misstatement, we performed tests of its
compliance with certain provisons of laws and regulations, noncompliance with
which could have a direct and materid effect on the determination of financid
datement 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 instances of noncompliance
that are required to be reported under Government Auditing Standards. We
noted certain immateria instances of noncompliance that we have reported to the
management of Douglas County Court in the Comments Section of this report as
Comment Number 2 (Unclamed Property) and Comment Number 3 (Records
Retention).



Internal Control Over Financid Reporting

In planning and performing our audit, we consdered Douglas County Court’s interna control over
financid reporting in order to determine our auditing procedures for the purpose of expressng our
opinion on the financid statement and not to provide assurance on the internd control over financia
reporting. Our condderation of the internd control over financid reporting would not necessarily
disclose dl maters in the internd control over financia reporting that might be materia wesknesses. A
materid weekness is a condition in which the design or operation of one or more of the interna control
components does not reduce to a relaively low levd the risk that misstatements in amounts that would
be materid in rdation to the financia statement being audited may occur and not be detected within a
timely period by employees in 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
materid weaknesses. However, we noted other matters involving the internal control over financid
reporting that we have reported to the management of Douglas County Court in the Comments Section
of this report as Comment Number 1 (Overdue Baances) and Comment Number 3 (Records
Retention).

This report is intended soldly for the information and use of the Court, 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.

i ) /
May 13, 2004 Deputy State Auditor
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