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NEBRASKA DEPARTMENT OF ROADS

BACKGROUND

The Department of Roads (Department) is responsible for the congruction and maintenance of
Nebraska s roads and highways. The Department is dso involved in the planning of transportation in
the State and in assdting rurd and urban public trangportation systems. Highway maintenance and
congruction operations are administered from eight didtrict offices located in Omaha, Lincoln, Norfolk,
North Platte, Grand Idand, Bridgeport, McCook, and Ainsworth.

The Director- State Engineer is the Department’s chief executive officer. The Director’s responsbilities
indude:
Implementing objectives established by the Legidaure and the Governor consistent with an
integrated State highway system,
Recommending short and long range highway needs and revenue needs, and
Communicating policies and programs to the public, Governor, and Legidature.

The Department’s remaining responsibilities are divided among two deputy directors and eight fidd
digricts. The two deputy directors and eight field district engineers report to the Director.

Responghilities include highway planing, mass trandt adminidration, highway safety, risk
management, computer systems, human resources, material purchases and supplies, adminigration of
county Federd aid highway programs, the Sate recreationa road program, transportation technology
program, six-year highway congtruction program, highway location studies, environmental evauations,
highway functiond <udies, roadway design, bridge desgn, traffic engineering and right-of-way
acquigtions, highway condruction, highway mantenance, materids and research, and ensuring
appropriate technica advancesin maintenance and congtruction methods are incorporated.

The State Highway Commission (Commission) was created by the Legidature to advise the Director on
policies to cary out the Depatment’s duties and responghilitiess.  The Governor, with legidaive
approval, appoints Gmmisson members to Sx-year terms. Members represent Nebraska's eight
highway commission didricts, with the Director-State Engineer serving as an ex officio member.
Commisson members are paid $20 a day while conducting Commisson business. The Commission
holds public hearings throughout the State to advise the public of Department policies, activities, and
future highway congtruction projects.

MISSION STATEMENT

We provide and maintain, in cooperation with public and private organizations, a safe, rdiable,
affordable, environmentaly compatible and coordinated statewide transportation system for the
movement of people and goods.
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NEBRASKA DEPARTMENT OF ROADS
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NEBRASKA DEPARTMENT OF ROADS

EXIT CONFERENCE

An exit conference was held April 26, 2005, with the Department to discuss the results of our
examination. Thosein atendance for the Nebraska Department of Roads were:;

NAME TITLE
Steve Maraman Finance Administrator
John Schulte Accounting Manager



NEBRASKA DEPARTMENT OF ROADS

SUMMARY OF COMMENTS

During our examination of the Nebraska Department of Roads, we noted certain matters involving the
internal control over financia reporting and other operationa matters which are presented here.

10.

11.

Reconciliation of Systems: Reconciliation procedures between the Department’ s system and
the State accounting system should be improved.

Allocation of Funds for Road Purposes. Highway dlocation match requirements were not
adequately monitored.

Employee Recognition: Employee recognition expenses were not in accordance with State
regulations.

Travel Expenses. Travel expenses tested had costs which appeared unreasonable or were
not in accordance with State policy.

Interest Paid to Contractors. During fiscd year 2004, the Department paid $101,770 to
contractors because of delays in making final contract payments. Interest was paid for more
than 100 daysfor 7 of 24 projects tested.

Construction Contract Controls Controls over change orders on congtruction projects
could be improved.

State Property Damage: Procedures were not adequate to ensure costs were accurate and
charged in atimey manner.

Control Over Receipts. There was a lack of segregation of duties over receipts in the
Highway Safety Divison.

Vehicle and Equipment Usage Logs. Vehicle usage was not adequately recorded and
variances were not adequatdly investigated.

Allocation of Costs: Documentation to support distribution of real property costs was not
adequate.

Nebraska Information System and Accounting Procedures. Significant concerns or areas
where improvement to the Nebraska Information System (NIS) is needed to ensure NIS
integrity and operation efficiency were noted.



NEBRASKA DEPARTMENT OF ROADS

SUMMARY OF COMMENTS
(Continued)

The following items were noted during the 2004 Comprehensive Annual Financial Report
(CAFR) audit:

12.

13.

14.

15.

System Development Methodology: Written standards have not been established for System
development.

Program Maintenance and Development Authorization:  The current program
maintenance and development procedure does not include written user and other management
gopprova of new system or program changes.

No Business Continuity Plan: While the Department is documenting a disaster recovery
plan, currently, there is no plan to recover from asgnificant incident. Divisons, induding the IS
area, do not have documented plans on how to recover from a different location.

Service Level Agreement with IMS: No formd service level agreements gppear to exist
between the Department and the Information Management Services (IMS), which provides the
magority of the Department’ s computer operations.

More detailed information on the above items is provided heregfter. It should be noted this report is
citicd in nature as it contains only our comments and recommendations on the aress 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 formd
responses received have been incorporated into this report. Where no response has been included, the
Depatment declined to respond. Responses have been objectively evauated 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 examination.

We gppreciate the cooperation and courtesy extended to our staff during the course of the examination.



NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS

1. Reconciliation of Systems

The Nebraska Information System (NIS) is the officid accounting system for the State of Nebraska
The Department aso utilized an internal accounting system.  Good internd control requires procedures
to ensure transactions are accurately reflected in the officid State system.

The Department performs various reconciliation procedures between NIS and their sysem. We
reviewed the Department’s work and aso performed limited reconciliation procedures. Our limited
procedures detected that a $2,712,684 journal entry by the Department in May 2004 failed to post on
NIS. Further review aso noted the unposted document was not for the correct amount and that
another journa entry had changed an entry by $1,061,467 when the origina entry on NIS was only for
$849,174. As a result, operating expenses were understated and capita outlay was overstated by
$2,248,243. The financia schedule has been adjusted for these items. A similar finding was noted in
our prior audits.

Without adequate and timely reconciliation procedures, there is an increased risk for loss or errors to
occur.

We recommend the Department review and strengthen reconciliation
procedures of the Department’s system to NIS.

Department’s Response:  Reconciliation of our internal accounting systems to the Nebraska
Information System (NIS) isimportant and we are making every attempt to do so.

With the development of the NIS over the last two to three years, we, as well as all agencies are
in the process of learning the intricacies of this new system and the reconciliation process has not

been easy.

We will continue to improve our understanding of the NIS and our procedures are being
improved to achieve complete reconciliation.

2. Allocation of Fundsfor Road Purposes

Neb. Rev. Stat. Section 39-2508 R.R.S. 2004 dates, “The Depatment of Roads shal compute the
amount alocated to each county . . . and transmit such information to the local governing board and the
State Treasurer, who shal disburse funds accordingly.” Neb. Rev. Stat. Section 39-2509 R.R.S. 2004
requires each county for each year to match the second one-hdf of the amount alocated on the basis of
one dollar for each two dallarsit recaives. Each county which, during the preceding fiscd year, faled to
provide the minimum match required shal forfeit one dollar for each dallar it faled to provide localy.
The forfeited funds are to be didributed to cities with the county or other counties as provided in
Statute.



NEBRASKA DEPARTMENT OF ROADS

COMMENTS AND RECOMMENDATIONS
(Continued)

2. Allocation of Fundsfor Road Purposes (Concluded)

We reviewed the matching requirement for two counties for the fiscal year ended June 30, 2004, and
noted that per the financia report submitted that one county tested faled to meet their maich
requirement by $407,639. The fiscal year 2005 distribution was not adjusted to reflect the forfeit
required. We further noted the matching requirement for the county was not met in fisca year 2002 by
$141,475 and fisca year 2003 by $832,336 and no forfeit was required. After our office discussed the
meatter with the Department, the county provided additiona information which indicated the match had
been met for 2004. However, the Depatment should have procedures in place to monitor
requirements and ensure adequate documentation is on file.

Lack of adequate procedures to ensure matching requirements are met increases the risk of
noncompliance with State Statute and locadl subdivisons and their condituents may not be treated
equitably.

We recommend the Department implement procedures to ensure
matching requirements are met. We further recommend the Department
forfeit funds and didtribute forfeited funds per State Statute.

Department’s Response:  We agree with the recommendation to implement procedures to ensure
matching requirements are met and we are currently taking steps toward that effort.

We disagree with the interpretation of the state statutes made by the Auditor of Public Accounts
concerning the forfeiture of funds for failure to meet the match requirements. Sate Satute
39-2509 states: “shall be required to match ....... with any available funds.” It is our opinion
that all cities and counties have met the match requirement from funds that are available to
them. Asaresult, all funds are distributed in accordance with state statute.

APA’s Response: State statutes do not allow a county match of funds to carry over to the
next year. Paragraph (1) of Neb. Rev. Stat. Section 39-2509 provides, “Each county or
municipal county shall be entitled to one-half of the amount allocated to it each year under
sections 39-2507 and 39-2508 with no requirement for providing funds locally, but shall be
required to match the second one-half on the basis of one dollar for each two dollars it
receives with any available funds’ (Emphass Added). In statutory interpretation, each word
in a statute is assumed to have a purpose and to be given its plain and ordinary meaning. We
believe, in context, the reasonable interpretation of the statute is that each year requires a
match.



NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

3. Employee Recognition

Neb. Rev. Stat. Section 81-1307(7) R.R.S. 1999 requires the Director of the Department of
Adminigrative Services (DAS) Personnel Divison to administer an employee recognition program for
State employees. State Personnd Rules and Regulations Chapter 16.001 gtates, “With the gpprova of
the DAS State Personnd Director, agencies may implement Employee Recognition programs.” The
Nebraska Department of Roads agpproved Rewards and Recognition policy states, “1n accordance with
the agreement between our agency and the Department of Adminigtrative Services, authorization for
food must be obtained prior to purchasng.” DAS Accounting Manua AM 005, Section 22, states that
expenses while not in travel datus, “. . . are only alowable under State Statute 81-1174 for attendance
a offiagd functions, conferences or hearings . . ” and “The disbursement document description must
gtate whether thisis an officia function, conference or hearing.”

In September 2003, the Department held an employee rewards and recognition ceremony in Omaha.
A Didtrict Engineer meeting was aso held at the same hotel. The Department also stated that a rewards
and recognition statewide meeting was held the following day; however, no minutes, meeting times, or
list of attendees was included. The amount paid to the hote was $9,159 and included $688 for space
and equipment; $3,245 for food, beverages, and meds, and $5,226 for lodging. We noted the
following:

The Department’s approved Employee Recognition Program does not have any authorization
for hotdl lodging. In addition, 24 employees who stayed in the hotel were not honored at the
recognition ceremony and did not attend the Digtrict Engineer meeting. No gpprovd form or
reason was on file for the say of these employees. The Department stated the employees were
members of the rewards and recognition pandl.

A luncheon was provided at the recognition ceremony where 26 people were honored. The
Department paid for 150 lunches including the honorees, 24 guests of the honorees, 29 dtaff
from the Didrict Engineer meeting, and 7 daff who rembursed the Depatment. No
documentation was included with the disbursement to support the additional 64 lunches
provided. The Depatment indicated the individuds were members of the rewards and
recognition pand. Cost of the meal was $15 per person.

Food expenses were not preauthorized by DAS and were not included on the employee
recognition expenses reported to State Personnel.

Noncompliance with State guidelines increases the risk for misuse of State funds.



NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

3. Employee Recognition (Concluded)

We recommend the Depatment implement procedures to ensure
employee recognition expenses are reasonable, necessary, and in
accordance with State requirements.

Department’s Response:  In conjunction with our Rewards and Recognition ceremony, held in
Omaha, NE., on September 17, 203, was a day-long meeting with Division Heads, District
Engineers, Deputies and the Director, held on September 16, and continued into the morning of
September 17. In addition, our Rewards and Recognition Panel held a meeting the following
morning, September 18, at the same location.

Most of the concerns raised by the auditor center on the recognition ceremony and the expenses
associated with this event. The Department’s Rewards and Recognition Program, which was
approved by the Department of Administrative Services, allows the Department of Roads to
honor selected employees and one guest each at an annual ceremony, where a meal is served.

All other expense reimbursements associated with this event and adjacent meetings are covered
by the state’ s travel reimbursement policy.

The Department makes every effort to comply with the state rules and regulations governing the
reimbursement of eligible travel related expenses and the approved Employee Recognition
Program. In our opinion, we complied with these rules, with minor exceptions. We could have
done a better job of identifying those individuals attending one or more of the events that took
place on September 16, 17 and 18 and we could have better documented the travel status.

We agree with the auditor that prior approval for the expenditures was not sought in advance
from the Dept. of Administrative Services. However, that lack of action was based on an email
received from DASthat instructed usto report that information after the fact.

The auditor comments that no minutes for the Recognition Panel meeting were attached to the
payment document. Such documentation is not required by current state reporting rules.
However, an agenda for the meeting did exist.

The auditor makes an incomplete observation concerning the number of meals reimbursed. The
Department collected $420 for 28 meals served to additional guests and employees not in a
travel status.

The Department will strive in the future to better document compliance with existing state rules
and regulations, but it is our opinion that the expenditures associated with the Rewards and
Recognition ceremony and management meetings were entirely appropriate and legal.

-10-



NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

4. Travel Expenses

Neb. Rev. Stat. Section 81-1174 R.S.Supp., 2003 regarding travel reimbursements states, “Each
request shdl be fully itemized, including when, where, and why the expense was incurred and the actud
amount involved . . . the necessity and purpose of such travel shdl be shown on suchrequest . . . The
statement of expenses shal be duly verified and supported by receipts.” It is State Accounting policy
that a person generaly must be more than 60 miles from his or her workplace in order to be igible for
lodging. There may be reasons to pay for lodging for distances less than 60 miles; however, in those
instances the reason must be clearly stated on the disbursement document.”

Good internal control requires procedures to ensure al reimbursements are reasonable and necessary
expenses and that adequate supporting documentation be maintai ned.

We tested nine travel expense documents (six employees and three vendors) and noted the following:

The Department paid for 80 meals for the Snow Roadeo, but only 67 people atended. The
cost for these additiona 13 meds was $81.

Three documents exceeded Federd guiddines for lodging and there was no documentation to
support the reasons.

One reimbursement did not have documentation to support the need for car rentd. The
employee rented a car in San Antonio and drove atotal of 31 miles incurring rental charges of
$327 and parking charges of $92.

One employee had mileage reimbursement which appeared excessive. The employee traveled
round trip from Lincoln to Kearney and claimed 350 miles, map mileage is 266 miles.

Oneinvoice for an arrline flight did not include the dates and destination of the flight.
Three employees stayed in a hotd when their headquarter city was less than 60 miles from the
conference. The disbursement document did not clearly state the reason lodging was necessary.

The amount totaled $306.

Noncompliance with State guiddines increases the risk of misuse of funds. A Smilar finding was noted
in the prior audit.

-11-
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NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

Travel Expenses (Continued)

We recommend the Depatment implement procedures to ensure
disbursements are reasonable, necessary, and in accordance with State
guiddlines.

Department’s Response:  The audit report specifically noted six travel events. It isour opinion
that the information included in the audit report is incomplete and our response to each event is
as follows:

The “Show Roadeo”, a training/skills testing event for our highway maintenance
employees responsible for plowing and removing snow, was held in North Platte.
Eighty employees were scheduled to attend and a meal count of 80 was guaranteed to
the food vendor. Due to various circumstances, only 67 employees were able to attend.
Snce the number of meals was guaranteed at 80, that’ s the amount we were committed
to pay. Thisinformation was not reported on the payment document. The Department
will better document such circumstances in the future.

Lodging expenses are reimbursed at actual cost, as per state requirements. Current
state rules governing reimbursement for lodging expenses do not require explanations,
or documentation why our lodging expenses exceed GSA rates. GSA rates are simply
guidelines and we believe they should be treated as such. The Department of Roads
asks our employees to seek government rates for lodging and they are obtained when
possible. We believe sufficient documentation exists to verify the rates charged.

One Department employee unfamiliar with out of state travel incurred expenses for a
rental car (approved in advance), car insurance and parking fees. The expenses
associated with this travel were the result of inexperience in out of state travel and this
event will not be repeated.

Our agency policy is to reimburse employees, who use their own vehicle when on state
business, for actual miles driven. The most direct route from origin to destination does
not always occur, resulting from work related activities that require a more circuitous
route. We will continue to review mileage reimbursements and strive to improve the
documentation required for variances that deviate from the most direct route.

As a general rule, flight origin and destination is included as an attachment to employee
reimbursements. While the employee did receive such a document, he failed to attach it
to the expense reimbursement and it has since been destroyed. We will ensure that such
documentation is attached with all future expense reimbur sements.

-12 -



NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

4, Travel Expenses (Concluded)

Department s Response, Concluded:
Employees are occasionally asked to attend state-wide conferences that are held close
to their headquarters' city. In such circumstances, when it has been determined to be
beneficial to the agency, the affected employee is asked to seek approval to stay at the
conference facility. This request is usually made by the employee's supervisor. In the
situation noted in this audit report, approval was given. However, in the opinion of the
auditor, an adequate explanation of the benefit to the state was not provided.

We will attempt to ensure that adequate documentation that indicates the benefit to the
state is attached to all reimbursement documents.

The Department of Roads continually strives to improve the processes we follow to ensure that
only appropriate, accurate and adequately documented costs are reimbursed to our employees
and vendors. Consistent with this approach, we will review these processes to determine where
required improvements can be made.

5. I nterest Paid to Contractors

Neb. Rev. Stat. Section 39-1349 R.R.S. 2004 requires the Department to pay contractors interest on
any amounts retained and on the find amount due to contractors if not paid within Sxty days after the
work has been completed. Good business practice necessitates timely payments in order to avoid the
payment of interest.

During fisca year 2004, the Department paid $101,770 to contractors because of delaysin making fina
contract payments. Interest was paid for more than 100 days for 7 of 24 projects tested. Four of these
payments were for 104 to 114 days interest, the other three included 279, 397, and 462 daysinterest

paid.

We recommend the Department implement procedures to ensure find
contract payments are made in atimey mamer.

Department’s Response:  The Department continues to improve our payment system to minimize
the interest paid to contractors. Recently, our Construction Division has realigned duties to
insure a more thorough review of all payments to contractors. This change should result in a
faster final payment process that will reduce, but not entirely eliminate, interest payment
amounts.

-13-



NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

6. Condtruction Contract Controls

Good interna control requires procedures designed to safeguard assets, establish proper segregation of
duties, and ensure contract provisions are adhered to. Contract change orders on construction projects
should not be prepared and approved by the same individud. Good interna control aso requires the
preparer and the approver be adequately documented.

We noted the following:

Change orders for less than $50,000 are prepared by the project manager and approved by the
digrict engineer/digtrict congtruction engineer; however, the preparer of the document is not
indicated on the form.

The ste manager computer program utilized by the Department dlows change orders to be
prepared by the digtrict engineer/didtrict congtruction engineer; therefore, if the change order is
less than $50,000, the same person who prepared the change order can also approve the
change and approve the contract estimates for payment.

Change orders and contract estimates have preprinted sgnature title lines for gpprovd. Often
the individua with the preprinted title does not Sgn and another individud signs and indicates
“for.” The title of the individud ggning the form is not indicated and it is often difficult to
determine who actualy signed the document.

I nadequate controls increase the possibility for loss or misuse of State funds.

We recommend the Department implement procedures to ensure
contract change orders and contract estimates are properly prepared,
approved, and documented.

Department’s Response:  Prior to this audit, the Department implemented improvements in this
area. We have issued instructions requiring at least two signatures on every change
order/supplemental agreement or time extension document, including those prepared in the
Lincoln office. As a result, all change orders, even those less than $50,000 will have been
reviewed and signed by at least two individuals having such authority.

7. State Property Damage

The purpose of the State Property Damage Program within the Highway Safety Divison is to identify
and document the physicd damage done to the State’'s highways as a result of accidents or vandaism,
to determine the Department’ s cogts to fix the damage and restore the driving conditions to the required

-14-



NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

7. State Property Damage (Concluded)

level of safety, and to collect the repair codts from the respongble individuds. During the fiscd year
ended June 30, 2004, the Department collected $595,191 in property damages.

Good business practices require that up-to-date information be used in cost caculation and be billed in
atimdy manner.

We tested five property damage cases reported in 2004 and 2005. Four of five cases had exceptions
as noted below:

Two cases were not billed in atimely manner. For one case the damage report was dated June
2004, however, the invoice was not sent until November 2004. In the other case, the damage
report was dated March 2004 and an invoice was not sent until September 2004. The invoices
totaled $38,781 and $3,911, respectively.

In one case the wrong material additive rate was used, 7% instead of the required 4%, and not
al the materias could be traced to crew cards. Thetota overcharge for materids was $86.

In four cases the equipment rate did not reasonably agree to the equipment rate listing, in one of
these the equipment could not be traced to crew cards, and in two cases equipment on crew
cards was not used in the calculation of costs. Totad shortage for equipment was $2,136.

In two cases the hours on the crew cards were not used in the caculation of costs and in one
case the wrong wage rate was used to calculate costs. Tota shortage for labor was $520.

These weaknesses were dso noted in the prior audit. Without adequatdly ensuring that costs
charged are accurate, there is an increased risk for loss of State funds.

We recommend the Department ensure costs charged are accurate and
billed in a timdy manner. We dso recommend the Department
implement procedures to ensure hilling rates are uniformly calculated.

Department’s Response:  Prior to this audit, the Department formed an internal work team to
review the current Sate Property Damage process and to make recommendations for its
improvement, addressing the same issues noted in this audit report. Based on the team's
recommendations, improvements will be implemented that should address the issues cited in the
audit report.

-15-



NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

8. Control Over Recelpts

Good internd control over receipts requires that one individuad not have the authority to perform dl
aspects of the receipting process. Good controls require the duties be segregated or an independent
individua review the transactions processed.

We noted the Highway Safety Divison has one individud responsible for establishing initid control over
receipts, recording the receipt document, mailing requested reports, reconciling receipts, and ddivering
recaipts to the Controller Division for depost. This was dso noted in our prior audit report. The
Highway Safety Divison receipted $34,084 in fiscd year 2004.

Although the funds received by the Highway Safety Divison are not sgnificant sources of revenue for
the Department, we fed the Department has sufficient personnel to adequately segregate these duties.

Lack of segregation of duties increases the possibility of loss or misuse of State funds.

We recommend the Department have separate individuds involved in
the processing of Highway Safety receipts to ensure an adequate
Segregation of duties.

Department’s Response: A review of he Highway Safety receipting process was recently
conducted, prior to this audit report. As a result, procedural changes were recommended and
implemented, that resulted in at least two people being involved in the receipting and deposit
process. We believe these changes should address the issues raised by the auditor.

9. Vehicle and Equipment Usage L ogs

Good internd controls require vehicle and equipment usage be properly recorded and charged to the
correct divison and program using the vehicle.

Equipment usage was recorded on timesheets and crew cards and not on detailed vehicle logs. While
the timesheets and crew cards indicated when the vehicle was used, by whom the vehicle was used, and
the distance the vehicle was driven, the timesheets and crew cards did not record the points between
which the vehicles were used, the time of day the usage occurred, and the purpose of the travel. This
has been afinding in our prior audits.

Our current review of vehicle usage noted the following:

- 16 -



NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

9. Vehicle and Equipment Usage L ogs (Concluded)

The Department physically records the vehicdle odometer readings only once a year; therefore,
variances are only reviewed once a year.

Most vehicles had understated mileage. Of the 2,039 vehicles at June 2004, eght vehides
mileage per recorded usage agreed to the odometer reading; 406 vehicles had over-reported
usage totaling 753,350 miles; 1,625 vehicles under-reported usage totaling 3,248,183 miles.

The Department requests explanations for al variances, however, only variances over 10,000
miles are reviewed and followed up on.

Twenty-three of forty-two vehideswith variances over 10,000 milesdid not have a reasonable
explanation for the variance. Six of these had no explanations. Some of the explanations
included: not reporting miles, “hasno idea,” and “flukey thing.”

Our current and prior examinations have noted sgnificant usage variances and clearly indicate the
Department’ s present procedures are not adequate to control vehicle usage and prevent fraud, waste,
or abuse.

We recommend the Depatment implement procedures to ensure
vehicle usage is properly recorded on timesheets and crew cards. We
further recommend the Department strengthen procedures to ensure
adequate explanations are received and to investigate variances.

Department’s Response:  While the Department annually reviews reported vehicle mileage and
conducts physical mileage observations on all of its vehicles, we recognize that variances
between these two analytical tools do exist. An internal review, conducted by Department staff,
has indicated internal vehicle mileage reporting rules were inadvertently deleted. The
Department will review its vehicle mileage reporting and review process and recommendations
for improving this process will be implemented.

10. Allocation of Costs

Good interna control requires a plan of organization, procedures, and records designed to safeguard
assets and provide rdliable financia records.
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NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

10.  Allocation of Costs (Concluded)

The Department charges costs for real property operations, such as utilities, to Service and Support
Program. Monthly ajourna entry is prepared to alocate the costs to the appropriate program. The
alocation for April 2004 was $491,537. The Department dlocated the costs based on square footage
for each pogram; however, the documentation to support the square footage was not adequate to
verify the allocation was accurate.

| nadequate supporting documentation increases the risk for errorsto occur.

We recommend the Department maintain adequate documentation to
support distribution of costs to programs.

Department’s Response:  The Department periodically reviews the basis for the distribution of
real property costs. Costs associated with real property are distributed to various programs that
reflect the activities performed within the confines of the physical spaces. While these functions
rarely change, confirmation of those activities associated with the physical space they occupy
should be done on a periodic basis. The Department will continue to conduct these reviews and
better document the basis for real property cost allocations.

11. Nebr aska | nfor mation Sysem and Accounting Procedur es

Good interna control requires a plan of organization, procedures, and records designed to safeguard
assats and provide reliable financial records. Without adequate training, written procedures, and
controls, there is a risk that employees may unintentionaly corrupt critical data and that errors could
occur and go undetected.

During the fiscd year ended June 30, 2003, the State of Nebraska implemented significant components
of anew information sysem cdled the Nebraska Information System (N1S). Three mgor components
were the Payroll, Fixed Asst, and Financia components, which went live during the fisca year ended
June 30, 2003. During the fiscad year ended June 30, 2004, the Procurement and Employee Sdlf-
Service components were partially implemented. NIS affects all Nebraska State agencies.

A conaultant hired by the Auditor of Public Accounts (APA) with expertise in studying large computer
systems performed a study of NIS processes and controls prior to June 30, 2003. The APA aso
performed a preiminary examination of interna controls as of June 30, 2003, at dl State agenciesin
July and August of 2003. In addition, while performing examination procedures the APA obtained a
further understanding of NIS.
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NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

11. Nebraska I nformation System and Accounting Procedur es (Continued)

From these studies and examinations, the APA has identified concerns and areas where improvement to
NIS is needed. During the fisca year ended June 30, 2004, the Department of Adminigtrative Services
(DAS) Accounting Divison addressed some areas of concern previoudy reported. However, te
following are the more significant concerns or areas where improvement is dill needed to ensure NIS
integrity and operationa effidency:

a. The reconciliation between the State Treasurer’s actud bank statements and records, the
Nebraska Accounting System (NAS-the previous accounting sysem before NIS), NIS
accounting records, and the related disposition of reconciling items was not completed for
November 2002 through December 2003 in atimely manner. Subsequent to December 2003,
the DAS Accounting Divison performed some reconciliation procedures. As of July 2004, the
June 30, 2003, reconciliation indicates an unknown variance between the bank records and the
accounting records of $3,654,783, with the bank being short compared to the accounting
records.

During the fiscal year ended June 30, 2004, DAS Accounting Division began performing a daily
reconciliation of activity recorded on NIS compared to the activity recorded in the bank on a
limited test basis. For those days tested, the activity recorded on NIS can be reconciled to the
activity in the bank. The monthly reconciliations for the months of July 2003 through February
2004 for the fisca year ended June 30, 2004, have been performed and indicate fluctuationsin
the variance amounts. The latest monthly reconciliation performed, February 2004, indicates an
unknown variance between the bank records and the accounting records of $5,112,201, with
the bank being short compared to the accounting records. This variance was provided to us by
DAS Accounting Divison and its accuracy has not been verified by the APA.

Although some reconciliation procedures have been performed (daily reconciliation of activity
going through NIS to the activity recorded through the bank), the monthly reconciliation for the
months March 2004 through June 2004 are ill in the preiminary stages and are not complete
as of July 2004. Complete and timely reconciliation procedures between bank records and
accounting records provide control over cash and accurate financid information. The
reconciliation procedures should be completed timely and on & least a monthly bassto ensure
dl finandid information is correct in NIS.

b. During the early implementation months of NIS, DAS Accounting Divison did not have a
comprehengve written NIS policy and procedures manua available for users. During the fiscd
year ended June 30, 2004, DAS Accounting Division made progress in this area and significant
policies and procedures can be found by users on the DAS Accounting Divison webste.
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11.

NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

Nebraska | nformation System and Accounting Procedur es (Continued)

However, the APA, dter reviewing the old accounting procedures manud, did note some
procedures still being performed under those policies that have not been incorporated as NIS
policies. We recommend DAS Accounting Divison continue to update their NIS policies and
procedures to include dl policies and proceduresin place to help ensure consistent and accurate
accounting of the State’ sfinancid transactions.

During the early implementation of NIS it was determined the NIS Payroll gpplication was not
dlocating sdaries and benefits appropriately to sdaried employees who incur hours that are
digributed across multiple busness units.  This would apply to many State agencies funds,
programs, and grants. During the fiscd year ended June 30, 2004, agencies devel oped “work
around” solutions to this problem, however, there has been no syslem change to resolve this
problem. The “work around” solutions can be very time consuming. We recommend DAS
Accounting Dividon condder obtaining a sysem change to dlocate sdaries and benefits
gppropriately for sdaried employees who incur hours that are digtributed across multiple
business units.

. During the first year of NIS implementation an outside consultant noted a detailed analyss had

not been performed to determine whether users received adequate training to enable them to
appropriately perform their job functions. The APA is not aware of any detailed analyss of
user training conducted by the DAS Accounting Divison during the fiscal year ended June 30,
2004, but does acknowledge a sgnificant training effort by the DAS Accounting Divison during
this period. We recommend the DAS Accounting Divison continue their training efforts as well
asidentifying user training needs

Since the implementation of NIS, DAS Accounting Divison has not updated their records
retention and digposition schedule with the Records Management Divison of the Secretary of
State.  The records retention schedule on file with the Secretary of State covers the records
under the old accounting system and was last updated in 1986.

Neb. Rev. Stat. Section 84-1207 R.R.S. 1999 dtates the head of any State agency shall make,
and submit to the State Records Administrator schedules proposing the length of time each
record series warrants retention for administrative, legd, historica or fisca purposes, fter it has
been made in or received by the agency, and lists of records in the custody or under the control
of the agency which are not needed in the transaction of current business, and do not possess
aufficient adminigtrative, legd, historicd or fiscd vaue to warrant their further retention.
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11.

NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

Nebraska | nformation System and Accounting Procedur es (Continued)

Since many of the records (and their titles) are Sgnificantly different under NIS than they were
under the old accounting system we do not believe the DAS Accounting Divison is in
compliance with the above statute with the current retention schedule on file with the Secretary
of State. In addition, for legd purposes and for good business practices we beieve a
comprehensve DAS Accounting Divison records retention schedule is imperaive.  We
recommend the DAS Accounting Divison work with the Secretary of State to develop a
comprehensive records retention schedule for dl records they maintain.

The payroll component is not desgned to promote an effective segregation of duties. We
recommend the DAS Accounting Divison consder implementing the compensating control as
identified in the k. section of this comment.

During the firgt year of NIS implementation an outsde consultant noted access to senstive
Generd Accounting functions had been provided to individuds who may not require such
access as a part of their job responsbilities. Based on our inquiries, DAS Accounting Divison
management noted, “All critical function access rights have been secured down to the
gopropriate high level matrix codes” We could not verify the accuracy of this statement as
requested information and documentation have not been provided to us.

During the firg year of NIS implementation an outsde consultant noted the State had not
documented or formalized comprehengive information security procedures for NIS. Based on
our inquiries, DAS Accounting Divison management noted, “The NIS CNC's and the NIS
Security team have developed acomprehensve security policy.”  We could not verify the
accuracy of this statement as requested information and documentation have not been provided
to us.

During the firs year of NIS implementation an outsde consultant noted the State had not
implemented a forma, comprehensve busness continuity or disester recovery plan tha
comprehends both NIS and its supporting infrastructure.  Based on our inquiries, DAS
Accounting Divison management noted, “We have now contracted with an outside vendor for
business continuity planning.” Documentation provided to us by DAS management indicates the
State has a disaster recovery plan, however, it is not complete and the business continuity plan
is in the draft stage but has not yet been tested. We recommend the State continue to
implement formal, comprehensive business continuity and disaster recovery plans.

The APA reviewed certain datain the NIS address book in July 2004. We noted the following
related vendor information:
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11.

NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

Nebraska | nformation System and Accounting Procedur es (Concluded)

1 Duplicate Name and Address — Our review noted a total of 4,435 duplicate records.
However, dl have different address book numbers.

2. Duplicate Bank Information — 4,118 vendors had duplicate bank information.

3. Vendors with no Federa Tax Identification Number (FTIN) in NIS and Vendors with
an FTIN of 000000000 — 3,789 vendors ether had no FTIN or an FTIN with all
zeros. The vendors with zerosastheir FTIN were dl PW (welfare) vendor types. Out
of the 3,789 records 3,408 had no FTIN at al.

When duplicate records are in the NIS address book database there is a greater risk of
duplicate payments being made and not being detected and queries of the database for vendor
information may not be complete because the queries may not include dl vendor informetion. In
addition, when the database does not include FTIN numbers for dl vendors there is a greater
risk of payments to afictitious vendor. DAS Accounting Divison should correct the database
for duplicate records and ensure al vendors included in the database have an FTIN.

. DAS Accounting Divison payroll procedures require each State agency to certify its payroll for

each pay period to ensure payroll is processed accuratdly and completely. This certification is
to be in writing, ether through an email or letter to the DAS Accounting Administrator. In our
review of the fina payroll notification and certification procedures processed in July 2003 and
May of 2004 and discusson with DAS Accounting Divison personnd, the certification
procedures were not dways performed. Our review aso noted that the DAS Accounting
Divison did not have a policy on the information that should be included in the written
certification. We noted during our testing, when there was a cetification, there was no
congstency in the information provided by State agencies.

DAS Accounting Divison should establish a policy on detailing the information to be included in
the certification, should ensure dl State agencies consgtently follow this policy, and ensure al
payroll expenditures are certified.

The issues identified above are the responghility of the DAS Accounting Divison and NIS Functiond
Team as they relate directly to NIS; however, they directly affect al Nebraska State agencies financia
information and must be disclosed in this report. The results of the consultant’s sudy d NIS were
communicated in a separate report to DAS, who isresponsible for NIS. Letters to each State agency
communicated the results of the APA’s preliminary examination of interna controls a the State agency
level. Additiona concernsidentified by the APA were communicated to the appropriate State officias.
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NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

Thefollowing items wer e noted during the 2004 Comprehensive Annual Financial Report
(CAFR) audit:

12. System Development M ethodoloqgy

System development standards, including documentation standards, at the Department are currently
informd. Although the IT cabinet performs such functions as authorizing and prioritizing large sysem
development projects, written standards have not been established for:

Requirement definition

Cost/benefit andysis

Conceptua design

- Make/buy decison

- Software package evauation and sdlection

Detall design

Software development, programming, and conversion planning

Implementation

Unit testing

System testing

Acceptance testing and documentation standards

Production change control procedures

Post-implementation review
The use of formalized standards, when properly designed and implemented, hel ps ensure that:

Controls within each program are suitably desgned and maintained, including control
modifications for sgnificant program changes,
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NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

12.  System Development M ethodology (Concluded)

Development of agpplications and related program changes meet management objectives and
operate in accordance with specifications,

Applications and related program changes are adequately tested; and

Documentetion is suitably prepared and maintained in order to provide adequate understanding
of the specific gpplications.

We recommend the Depatment formdize a documented system
development life cycle procedure.

Department’s Response:  We have developed a formalized systems development life cycle
methodol ogy shown as diagramed.
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NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

13. Program M aintenance and Development Authorization

The current program maintenance and development procedure includes users gpprova and
specifications for the new program or required modification; however, it does not include written user
and other management gpprova of the new system or program changes. This may alow unauthorized
and undetected changes to occur for mgor financid sysems. Written documentation of user
acceptance helps ensure the integrity of programs and safeguard against unauthorized aterations.

We recommend the following procedures be evaduated for compliance
with exigting practices.

User’s written approval on dl requested changes and new
programs, if not dready available;

Programming supervisor's goprovd and inspection of coding
changes with a comparison to origind specifications. During this
process, the program should be undterable by the programmer or
supervisor, preferably under access control by a software
protection system; and

Operations manager’s gpprovd for transfer from test to production
gtatus and only operations approva alows a changed program to
move to production status.

Department’s Response:  We believe that in our new (Tracker System) methodology we have
identified where and who will approve the results of each development milestone. We are
working on what the document will be (email, signed paper document, etc.) and how it will be
stored by means of the Tracker System.

14. No Business Continuity Plan

While the Department is documenting a disaster recovery plan, currently, there is no plan to recover
from a ggnificant inddent.  Although some personne understand how things would continue to process,
departments, including the IS area, do not have documented plans on how to recover from a different
location.
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NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

14. No Business Continuity Plan (Concluded)

Significant events, such asfires or tornadoes, can sgnificantly hamper the operation of the organization.
Departments that do not have a good plan to execute in such cases may find themsel ves without needed
supplies, facilities, or information necessary to continue. Any dday in restarting operations may cause
lost revenue or increased costs to the Department.

At a minimum, we recommend the Depatment outline a business
resumption plan  Additionaly, key departments may want to aso
outline a business resumption plan to further reduce the risk. At a
minimum, the plan should consider the following.

Objectives and scope of the plan
Assumptions and recovery srategiesinduding:

- A business interruption impact assessment

Critica application andyss

- Recovery timing

- Procedures for damage assessments

Plan activation procedures

Notification procedures

Emergency recovery teams roles and respongbilities
Insurance coverage

User interim operating procedures

Testing procedures

Pan maintenance respongbilities

Department’s Response:  The State's ClO Office has identified this as one of the higher priorities
for the upcoming year. We will be participating in their project to create the State’' s Business
Contingency Plan and at the same time will be developing our own.
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NEBRASKA DEPARTMENT OF ROADS

COMMENTSAND RECOMMENDATIONS
(Continued)

15. Service Level Agreement with IMS

No forma service level agreements appear to exist between the Department and the Information
Management Services (IMS), which provides the mgority of the Department’ s computer operations.

The lack of formadized service level agreements can potentidly lead to discrepancies between the
expectations of the Department and the performance of IMS.

We recommend the Department and IMS develop and implement
formalized service level agreements between the groups to set the
benchmark for IS to meet the expectations of users.

Department’s Response:  Discussion with the Sate’s ClO Office and IM Services has started the
preparation of a service level agreement between the two agencies.
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STATE OF NEBRASKA
AUDITOR OF PUBLIC ACCOUNTS

Kate Witek
State Auditor

NEBRASKA DEPARTMENT OF ROADS

INDEPENDENT ACCOUNTANT'SREPORT
Deann HaeHner, CPA

!. .|..-:|| Ymatl.srare.ne. us Nebl’aﬂ(a Dq)mmmt Of RO&jS

Lincoln, Nebraska
Don ]hj|||..1p. CIPA

Asse. Depury Auditor

We have examined the accompanying schedule of revenues, expenditures, and
changes in fund balances of the Nebraska Department of Roads (Department) for
Pat Reding, CPA the fisca year ended June 30, 2004. The Department’s management is responsible
Asst. Deputy Auditor for the schedule of revenues, expenditures, and changes in fund baances. Our
s ki responsihility isto express an opinion based on our examination.
IlNm Channer, CPA
- Our examination was conducted in accordance with attestation standards
' ! established by the American Inditute of Certified Public Accountants, and the
standards applicable to attedation engagements contained in Government
Auditing Standards issued by the Comptroller Genera of the United States, and
accordingly, included examining, on a test basis, evidence supporting the schedule
of revenues, expenditures, and changes in fund balances and performing such other
Dennis Meyer, CGEM procedures as we considered necessary in the circumstances. We believe that our
Subdivision Budger examination provides a reasonable basis for our opinion.

Mary Avery

In our opinion, the schedule referred to above presents, in dl materid respects, the

Mark Avery, CPA revenues, expenditures, and changes in fund balances of the Nebraska Department

Subdivision Audit of Roads for the fiscal year ended June 30, 2004, based on the accounting system

e and procedures prescribed by the State of Nebraska Director of Administrative
Services as described in Note 1.

J’L'J;:\ Pirsch, |3, MPA

Lepral Lnunsel

In accordance with Government Auditing Standards, we have aso issued our
report dated April 26, 2005, on our consderation of the Nebraska Department of
Roads internd control over financia reporting and our tests of its compliance with
certain provisons of laws, regulations, contracts, and grant agreements and other
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matters. The purpose of that report is to describe the scope of our testing of internd control over
financid reporting and compliance and the results of thet testing, and not to provide an opinion on the
internd control over financia reporting or on compliance. That report isan integral part of an atestation
engagement performed in accordance with Government Auditing Standards and shoud be
congdered in assessing the results of our examination.

This report isintended soldy for the information and use of the Department and the appropriate Federal

and regulatory agencies. However, this report is a matter of public record and its distribution is not
limited.

(s Reding,, CEA

April 26, 2005 Assigtant Deputy Auditor
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NEBRASKA DEPARTMENT OF ROADS
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
For the Fiscal Year Ended June 30, 2004

Road Highway N-Trac
General Operations Cash Cash
Fund 10000 Fund 22700 Fund 22710 Fund 22720
REVENUES:
Appropriations $ 942,696 $ - S - S -
Intergovernmental - 246,577,330 - -
Sales & Charges - 2,521,284 284,951 -
Miscellaneous - 5,994,160 241,224 129
TOTAL REVENUES 942,696 255,092,774 526,175 129
EXPENDITURES:
Personal Services - 109,825,437 - -
Operating 15,000 92,021,192 - 506
Travel - 905,347 - -
Capital Outlay - 379,491,530 - -
Government Aid 927,696 4,314,593 - -
TOTAL EXPENDITURES 942,696 586,558,099 - 506
Excess (Deficiency) of Revenues Over
(Under) Expenditures - (331,465,325) 526,175 (377)
OTHER FINANCING SOURCES (USES):
Sales of Assets - 1,876,974 - -
Deposit to/from Common Fund - 40 530 -
Operating Transfers In - 325,519,932 325,126,478 -
Operating Transfers Out - (5,327,956) (325,519,932) -
TOTAL OTHER FINANCING SOURCES (USES) - 322,068,990 (392,924) -
Net Change in Fund Balances - (9,396,335) 133,251 (377)
FUND BALANCES, JULY 1, 2003 - 50,929,321 28,074,418 3,423
FUND BALANCES, JUNE 30, 2004 $ - § 41532986 § 28,207,669 § 3,046
FUND BALANCES CONSIST OF:
General Cash $ - §$ 41,901,308 $ 28,208,855 $ 3,046
Petty Cash - 10,650 - -
Deposits with Vendors - 2,525 - -
Accounts Receivable Invoiced - 224,736 - -
Due From Other Government - (42) - -
Deposits - (604,593) - -
Due to Fund - (1,598) (1,186) -
Due to Government - - - -
TOTAL FUND BALANCES $ - § 41,532986 § 28,207,669 § 3,046

The accompanying notes are an integral part of the schedule.
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Grade Crossing Recreation State Aid Total

Protection Road Bridge (Memorandum
Fund 26710 Fund 26720 Fund 77570 Only)

$ - 3 - 3 - 8 942,696
- - - 246,577,330

- 3,080,102 - 5,886,337

358,985 176,508 - 6,771,006
358,985 3,256,610 - 260,177,369

- - - 109,825,437

- - 92,036,698

- - - 905,347

5,746,962 2,354,566 - 387,593,058

- - - 5,242,289

5,746,962 2,354,566 - 595,602,829
(5,387,977) 902,044 - (335,425,460)

- - - 1,876,974

2,207,467 - - 2,208,037
360,000 - - 651,006,410
- (2,000,000) - (332,847,888)

2,567,467 (2,000,000) - 322,243,533
(2,820,510) (1,097,956) - (13,181,927)

10,004,524 6,841,677 (57,911) 95,795,452

$ 7,184,014 $ 5743,721 § (57911) § 82,613,525

$ 7,184,014 $ 5743581 $ 766,076 $ 83,806,880
- - - 10,650

- - - 2,525

- 140 - 224,876

- - - (42)

- - - (604,593)

- - - (2,784)

- (823,987) (823,987)

$ 7,184,014 § 5743,721 § (57,911) § 82,613,525

-30 -



NEBRASKA DEPARTMENT OF ROADS
NOTESTO THE SCHEDULE

For the Fiscal Y ear Ended June 30, 2004

1. Criteria

The accounting policies of the Nebraska Department of Roads are on the bass of accounting as
prescribed by the State of Nebraska Department of Adminigtrative Services (DAS).

Per Neb. Rev. Stat. Section 81-1107(2) R.R.S. 1999, the State of Nebraska Director of
Adminidrative Services duties include “The keeping of generd accounts and the adoption and
promulgation of gppropriate rules, regulaions, and adminigrative orders desgned to assure a uniform
and effective system of accounts and accounting, the approva of al vouchers, and the preparation and
issuance of warrants for adl purposes.”

The Nebraska Information System (NIS) is the officid accounting system prescribed by DAS for the
State of Nebraska. Policies and procedures are detailed in NIS manuas and Nebraska Accounting
System Concepts published by DAS and available to the public. The financid information used to
prepare the schedule of revenues, expenditures, and changes in fund baances for the Department was
obtained directly from the NIS. NIS records accounts receivable and accounts payable as transactions
occur. As such certain revenues are recorded when earned and expenditures are recorded when a
ligbility is incurred, regardless of the timing of related cash flows. The accounts payable ligbility
recorded on NIS, and thus recorded as expenditures, as of June 30, 2004, includes only those payables
posted to NIS before June 30, 2004, and not yet paid as of that date. The amount recorded as
expenditures as of June 30, 2004, does not include amounts for goods and services received before
June 30, 2004, which had not been posted to NIS as of June 30, 2004.

NIS aso records other lighilities (primarily in the Digtributive Fund Type) in accounts titled Deposits,
Due to Fund, and Due to Government. The assets in these funds are being held by the State as an agent
and will be used to pay those lidhilities to individuds, private organizations, other governments, and/or
other funds. The recording of those lighilities reduces the fund baance/equity. For further information
of the activity recorded to those accounts for the fiscal year ended June 30, 2004, see Note 5.

The Department had accounts receivable not included in the Schedule of $1,244,220 from Federa
billings, city and county billings, lease agreements, and State property damage cases. DAS did not
require the Department to record their receivables on the NIS system and these amounts are not
reflected in revenues or fund balances on the Schedule. The NIS system does not include lidbilities for
accrued payroll and compensated absences.

The fund types established by NIS that are used by the Department are:

10000 — General Fund — accounts for State aid payments related to public transportation
systemsthat operate locally.
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NEBRASKA DEPARTMENT OF ROADS

NOTESTO THE SCHEDULE
(Continued)

1. Criteria (Continued)

20000 — Cash Funds — account for revenues generated by specific activities from sources
outsde of State government and the expenditures directly related to the generaion of the
revenues. Cash funds are established by State Statutes and must be used in accordance with
those statutes. Roads Operations Cash Fund 22700 is the Department’s primary operating
fund. This fund acts as the collection point for dl monies which are not directed by the
Legidature to other funds. Thisfund also acts as the recipient of the transfer of State funds from
the Highway Cash Fund and acts as the foca point for most highway expenditures; induding
Federd grants received by the Department which must be expended in accordance with
gpplicable Federa requirements.

70000 — Digributive Funds — account for assets held by the State as an agent for individuas,
private organizations, other governments, and/or other funds.

The mgor revenue object account codes established by NIS used by the Department are:

Appropriations — Appropriations are granted by the Legidature to make expenditures and to
incur obligations. The amount of gppropriations reported as revenue is the amount of
expenditures.

I nter governmental — Revenue from other governments in the form of grants, entitlements,
shared revenues, paymentsin lieu of taxes, or rembursements.

Sales & Charges — Income deived from sdes of merchandise and commodities,
compensation for services rendered, and charges for various licenses, permits, and fees. Sades
& Charges on the financid satement includes $11,798,849 in reimbursements from loca
governments for their matching share of road projects.

Miscellaneous — Revenue from sources not covered by other mgor categories, such as
invesment income; reimbursements; fines, pendties, and rentd revenues. Other Miscellaneous
receipts include $2,062,345 of reimbursements received from non-governmental sources,
$1,403,035 from fines, pendties, and property damage; $344,953 from land use and rental
revenues, and $181,123 from other miscellaneous receipts.

The mgjor expenditure object account titles established by NIS used by the Department are:

Per sonal Services— Sdaries, wages, and related employee benefits provided for dl persons
employed by the Department.

Operating — Expenditures directly related to a program’s primary service activities. Operating
expenses include $5,001,908 in tort payments.
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NEBRASKA DEPARTMENT OF ROADS

NOTESTO THE SCHEDULE
(Continued)

1. Criteria (Concluded)

Travel — All travel expenses for any Sate officer, employee, or member of any commission,
council, committee, or board of the State.

Capital Outlay — Expenditures which result in the acquisition of or an addition to capital assets.
Capital assets are resources of a long-term character, owned or held by the government.
Capitd Outlay includes $356,307,535 in payments to highway and bridge contractors.

Government Aid — Payment of Federd and/or State money to governmenta subdivisions,
State agencies, locd hedth and wdfare offices, individuds, etc., in furtherance of loca activities
and accomplishment of State programs.

Other sgnificant object account codes established by NIS and used by the Department include:

Assets — Resources owned or held by a government that have monetary vaue. Assetsinclude
cash accounts, deposits with vendors, and recelvable accounts.  Accounts receivable are
recorded as an increase to revenues and an increase to fund balance on the schedule. Cash
accounts and deposits with vendors are dso included in fund balance and are reported as
recorded on NIS.

Liabilities — Legd obligations arisng out of transactions in the past that must be liquidated,
renewed, or refunded a some future date.  Accounts payable transactions increase
expenditures and decrease fund badance. Other liabilities recorded on NIS for the
Department’ s funds at June 30, 2004 included Deposits, Due to Fund, and Due to Government.
The activity of these accounts are not recorded on the Schedule of Revenues, Expenditures, and
Changes in Fund Baances as they are not recorded through revenue and expenditure accounts.

Other Financing Sour ces— Operating transfers, and proceeds of fixed asset dispositions.
2. State Agency
The Nebraska Department of Roads 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 Federa income taxes. The
schedule indludes dl funds of the Department.

The Nebraska Department of Roads is part of the primary government for the State of Nebraska
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NEBRASKA DEPARTMENT OF ROADS

NOTESTO THE SCHEDULE
(Continued)

3. Totals

The Totds "Memorandum Only" column represents an aggregation of individua account baances. The
column is presented for overview informationa purposes and does not present consolidated financia
information because interfund balances and transactions have not been diminated.

4. Capital Assets

Under NIS, capital assets are not capitaized in the funds used to acquire or construct them. Instead,
capita acquidtions are reflected as expenditures. Capita assets, which would include property, plant,
equipment, and infrastructure assets (e.g., roads, bridges, sdewaks, and smilar items) would be
reported for the State of Nebraska in the Comprehensve Annua Financid Report (CAFR). The
Depatment’s values dl capital assets at cost where historical records are available and at estimated
historica cost where no historical records exist. Donated capital assets are valued at their estimated fair
market vaue on the date received. Generaly, equipment that has a cogt of $1,500 at the date of
acquisition and has an expected useful life of two or more years is capitdized. Subgantidly dl initid
building costs are capitdized. Building improvements and renovations in excess of $1,500 are
capitaized if a subgtantia portion of the life of the asset has expired and if the useful life of the asset has
been extended as a result of the renovation or improvement. Depreciation expenses would be reported
in the CAFR in the funds used to acquire or congtruct them for the State of Nebraska. The cost of
norma maintenance and repairs that does not add to the value of the asset or extend asst life is not
capitaized.

Buildings and Equipment are depreciated using the straight-line method. The following estimated useful
lives are used to compute depreciation:

Buildings 40 years
Equipment 3to 10 years

Capital asst activity of the Department for the fisca year ended June 30, 2004 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Capital assets
Buildings $ 40979740 $ 692776 $ - $ 41672516
Equipment 160,862,477 11,463,686 5096253 167,229,910
Construction in Progress 1,796,770 3,999,175 692,776 5,103,169
Total $ 203638987 $ 16155637 $ 5789029 214,005,595
Less accumulated depreciation for:
Buildings 26,677,738
Equipment 114,567,522
Total 141,245,260
Total capital assets, net of depreciation $ 72,760,335



NEBRASKA DEPARTMENT OF ROADS

NOTESTO THE SCHEDULE
(Continued)

5. Changesin State Aid Bridge Fund 77570

Beginning Cash Balance July 1, 2003 $ 768378
Gas Tax Collections Received 768,000
Interest earned 28,296
Paymentsto Vendors (798,598)

Ending Cash Balance June 30, 2004 $ 766,076

The State Treasurer makes monthly transfers of gas tax collections to the Fund as required by Neb.
Rev. Stat. Section 39-846 R.R.S. 2004. Paymentsto Vendors are payments to contractors for bridge
replacement and rehabilitation project costs for county bridges.

6. Transfers

Operating Transfers In and Operating Transfers Out relate primarily to the digtribution of Highway Trust
Funds. By statute, most motor fuel taxes and vehicle fees are deposited into the Highway Trust Fund
and alocated by the State Treasurer to the Department of Roads, Nebraska counties, and Nebraska
municipdities. The Depatment’s dlocation is trandferred into the Highway Cash Fund. During the
fiscd year ended June 30, 2004, $325,486,478 in Highway Trust Funds were transferred to the
Highway Cash Fund. The Department then transfers funds from the Highway Cash Fund to the Roads
Operations Cash Fund, based on Legidative appropriations, to cover their annua expenditures. During
the fiscal year ended June 30, 2004, $325,519,932 was transferred from the Highway Cash Fund to
the Roads Operations Cash Fund.

Trandfers dso include per 2004 Neb. Laws LB 407: $5,287,956 from the Roads Operations Cash
Fund to the Carrier Enforcement Cash Fund; $40,000 from the Roads Operations Cash Fund to the
Motor Carrier Divison Cash Fund; and $2,000,000 from the State Recreation Road Fund to the
Generd Fund.

7. Deposits from Common Funds

Deposits from Common Funds includes the Railroad Excise Tax collected by the Nebraska Department
of Revenue and deposited directly into the Grade Crossing Protection Fund.

8. Litigation

The Department is named as aparty in legd proceedings that occur in the norma course of government
operations. The potentid amount of ligbility involved in litigation pending againg the Department, if any,
could not be determined e 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 administer current
programs. Any judgment againgt the Department would have to be processed through the State Claims
Board and be approved by the Legidature.
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STATE OF NEBRASKA
AUDITOR OF PUBLIC ACCOUNTS

Kate Witek
oot N NEBRASKA DEPARTMENT OF ROADS
REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
EXAMINATION OF THE SCHEDUL E OF REVENUES,
B R EXPENDITURES, AND CHANGES IN FUND BALANCES
ey S Mg PERFORMED IN ACCORDANCE WITH
hacffner@mail state.ne.us GOVERNMENT AUDITING STANDARDS

Don ]hj|||..1p. CIPA

hzer. 1D pury Auditor

Nebraska Department of Roads
Lincoln, Nebraska

Pat Reding, CPA We have examined the accompanying schedule of revenues, expenditures, and
W SPRLE e changes in fund balances of the Nebraska Department of Roads for the fiscal year
' o ended June 30, 2004, and have issued our report thereon dated April 26, 2005.
lim Channer, CPA We conducted our examination in accordance with attestation standards established
Asst. Depury Audiror by the American Ingtitute of Certified Public Accountants and the standards
e s applicdble to dtestation engagements contained in Government Auditing

Marv Aver Standards, issued by the Comptroller Generd of the United States.

Internal Control Over Financid Reporting

In planning and performing our examination, we conddered the Nebraska
Dennis Meyer, CGEM - Denartment of Roads interna control over financial reporting in order to determine
e ] our procedures for the purpose of expressng our opinion on the schedule of

revenues, expenditures, and changes in fund balances, and not to provide an opinion

on the interna control over financia reporting. However, we noted certain matters
Mark Avery, CPA invalving the internd control over financid reporting and its operation that we
S _'I"E'f_ 2 consider to be reportable conditions. Reportable conditions involve matters coming
e oy to our atention relaing to significant deficiencies in the design or operation of the
interna control over financid reporting that, in our judgment, could adversdly affect
the Nebraska Department of Roads ability to record, process, summarize, and
report financid data conggtent with the assartions of management in the financiad
schedule.  Reportable conditions are described in the Comments Section of the
report as Comment Number 1 (Reconciliation of Systems), Comment Number

J’m;:\ Pirsch, |3, MPA
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11 (Nebraska Information System and Accounting Procedures), Comment Number 13 (Program
Maintenance and Development Authorization), and Comment Number 14 (No Business Continuity
Aan).

A materid weakness is a reportable condition in which the design or operation of one or more of the
interna control components does not reduce to a relatively low level the risk that misstatements caused
by error or fraud in amounts that would be materid in relation to the financid schedule being examined
may occur and not be detected within atimely period by employees in the norma course of performing
their assgned functions. Our consderation of the internd control over financid reporting would not
necessarily disclose dl matters in the internd control that might be reportable conditions and,
accordingly, would not necessarily disclose al reportable conditions that are dso considered to be
materia weeknesses. However, we believe that none of the reportable conditions described above are
material wesknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Nebraska Department of Roads schedule
of revenues, expenditures, and changes in fund baances, is free of materid misstatement, we performed
tests of its compliance with certain provisons of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and materid effect on the determination of financid

schedule amounts.  However, providing an opinion on compliance with those provisons was not an

objective of our examination, and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted certain additiond items that we reported to management of the Nebraska Department of
Roads in the Comments Section of this report as Comment Number 2 (Allocation of Funds for Road
Purposes), Comment Number 3 (Employee Recognition), Comment Number 4 (Travel Expenses),
Comment Number 5 (Interest Paid to Contractors), Comment Number 6 (Construction Contract
Controls), Comment Number 7 (State Property Damage), Comment Number 8 (Control Over
Receipts), Comment Number 9 (Vehide and Equipment Usage Logs), Comment Number 10
(Allocetion of Costs), Comment Number 12 (System Development Methodology), and Comment
Number 15 (Service Leve Agreement with IMS).

This report is intended soldly for the information and use of the Department and the appropriate Federa
and regulatory agencies. However, this report is a matter of public record and its digtribution is not
limited.

(s Reding, COP

April 26, 2005 Assstant Deputy Auditor

- 37 -



NEBRASKA DEPARTMENT OF ROADS

STATISTICAL SECTION

Our examination was conducted for the purpose of forming an opinion on the schedule of revenues,
expenditures, and changes in fund balances. Statistical Section information is presented for purposes of
additional andlyss. Such information has not been subjected to the procedures applied in the
examination of the schedule of revenues, expenditures, and changes in fund baances, and, accordingly,
we express no opinion on it.
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Public Transit Aid
Highway Administration
Construction

Personal Services
Operating Expenses
Travel

Capital Outlay
Government Aid

Highway Maintenance
Service & Support
Capital Construction

NEBRASKA DEPARTMENT OF ROADS
EXPENDITURES BY PROGRAM, MAJOR ACCOUNT, AND FUNDING SOURCE
Fiscal Years Ended June 30, 2000 Through 2004

Expenditures by Program

2000 2001 2002 2003 2004
$ 1,533,104 § 1495961 $ 1,835449 § 1,349,737 $§ 1,969,834
13,296,287 13,523,797 13,811,945 13,446,867 14,408,396
457,894,367 364,938,202 418,089,928 437,439,192 471,433,765
68,433,452 87,231,165 86,689,217 89,229,293 95,327,185
19,394,934 14,738,527 10,050,141 15,006,991 8,450,172
799,953 2,425,701 4,056,810 1,510,925 4,013,477

$ 561,352,097

$ 484,353,353  § 534,533,490  $ 557,983,005

$ 595,602,829

Expenditures by Major Account

2000 2001 2002 2003 2004
§ 92,885,391 § 99,304,844  $ 103,165,214  $ 107,598,677 $ 109,825,437
55,622,748 74,203,630 79,126,028 84,674,787 92,036,698
909,592 1,003,825 1,166,860 928,760 905,347
407,813,458 305,680,427 346,173,695 359,943,589 387,593,058
4,120,908 4,160,627 4,901,693 4,837,192 5,242,289

$ 561,352,097

$ 484,353,353  § 534,533,490 $ 557,983,005

$ 595,602,829

Expenditures by Funding Source

$-

2000

2001 2002 2003

M State M Federal

2000 2001 2002 2003 2004
State $ 355,101,990  §$ 316,294,604 $ 353,183,071  $ 355,710,522 § 352,381,195
Federal 206,250,107 168,058,749 181,350,419 202,272,483 243,221,634
$ 561,352,097  § 484,353,353  §$ 534,533,490  $ 557,983,005 $ 595,602,829
Expenditures by Funding Source
$400,000,000
$300,000,000
$200,000,000 -
$100,000,000 -

2004
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NEBRASKA DEPARTMENT OF ROADS

SCHEDULE OF SERVICE EFFORTS AND ACCOMPLISHMENTS

Staffing Levels at June 30
Permanent Employees
Temporary Employee:

Construction Mileage (Note 2)
Interstate
District
Expressway
Urban
Reconstruction
Resurfacing
Pavement Ext. Program
Surfaced Shoulders
Armor Coat, Slurry & Fog Seals

Bridges Reconstructed or Rehabilitated

Construction Costs
Highway & Bridge Contract Payment:
Engineering Contract Payments
Department Payroll
Other Construction Costs
Total Construction Costs (Note 3’

Maintenance Costs
Payroll
Equipment
Other Maintenance
Total Maintenance Costs

Administration Costs
Payroll
Other
Total Administration

Capital Facilities, Services & Support
Payroll
Other
Total Cap Facilities, Svc & Suppor

Public Transportation Assistance Costs

Fiscal Years Ended June 30, 2000 Through 2004

Fiscal Year

2000 2001 2002 2003 2004

2,251 2,228 2,196 2,168 2,148
254 269 277  Not Available 262
127 148 186 88 78
17 22 22 19 11

1 5 10 5 4
136 61 83 102 122
248 162 203 213 340
158 140 158 179 161
188 122 101 109 222
212 163 66 81 45
109 99 92 84 93

$ 380,422,308

$ 271,168,775

$ 318,248,369

$ 323,397,835

$ 362,093,011

14,670,507 21,534,433 19,072,015 28,868,109 26,204,297
42,305,003 44,241,791 45,397,062 46,147,312 48,868,821
22,749,234 30,852,230 39,118,564 40,757,397 37,671,166
460,147,052 367,797,229 421,836,010 439,170,653 474,837,295
26,750,338 33,298,731 31,982,587 32,850,537 34,261,521
14,392,367 22,418,899 19,634,120 21,055,220 23,925,528
22,936,090 28,497,582 30,410,799 30,066,701 34,701,537
64,078,795 84,215,212 82,027,506 83,972,458 92,888,586
9,472,933 10,426,993 10,223,784 9,895,999 9,294,792
4,613,998 4,037,440 3,826,398 3,135,211 4,279,320
14,086,931 14,464,433 14,050,182 13,031,210 13,574,112
15,206,305 12,439,670 16,960,051 18,266,467 16,980,603
11,628,807 8,063,694 3,427,859 7,436,977 1,464,431
26,835,112 20,503,364 20,387,910 25,703,444 18,445,034
4,418,835 4,492,502 6,348,497 7,033,141 7,381,527

$ 491,472,740

$ 544,650,105

$ 568,910,906

$ 607,126,554

Total Costs per Department System (Note 1) $ 569,566,725
X

Total Costs per State System (NAS/NIS)

$ 561,352,097

$ 484,353,353

$ 534,533,490

$ 557,983,005

$ 595,602,829

Note 1: Total costs per the Department's accounting system does not agree to NIS due to timing differences as the Department system
recognizes costs when they are incurred and NIS recognizes expenditures when paid. Also certain items, such as local match, are recorded

"net" on NIS and the Department records as "gross" with a corresponding revenue.

Note 2: Construction mileage is the published miles for new projects, mileage for multi-year projects is presented all in the first year.

Note 3: Includes construction costs for local projects involving Federal aid matching funds. County/City Projects let to contract by the
Department are paid by the Department. The local match is paid by the County/City to the Department, and the Federal share is
reimbursed to the Department. Projects let to contract by the County/City are paid by the County/City and the Department is billed for the

Federal share.

The Department then requests reimbursement from the Federal Department of Transportation and remits the

reimbursement to the County/City. The entire costs of local projects are entered into the Department records whether let to contract by the

Department or the local subdivision.
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NEBRASKA DEPARTMENT OF ROADS
MAINTENANCE COSTS

Average Annual Maintenance Cost Per Highway Mile

2004 [EEREE

B 58,434

2003 T .-'--.;:-:_ Vi .-'--.;:-:_ Vi :' T

2002 [l e $8 208

2001

2000 [

Note: Center Lane Miles are determined by the number of traffic lanes. For example one mile of Interstate would be
considered four center lane miles (four lanes of traffic per mile).

Average Annual Maintenance Cost per Center Lane Mile
2004 |t Tt e LT i TR e R T o i W B e Tt $4,202
2003 piakeh Tt S B 0 B Ty B B e T P g e 53,799
2002 |t TS LTt i TR e R T T i Bl e 83,711
2001 kel T ot R st o T R g o T e st ot 53,810

2000 [t Tt e LTt B TR S T ] $2,899

2004 Maintenance Expenditures

M Traffic Control,
$10,840,621

O Physical,
$38,788,595

0 Winter Operations,
$16,576,253
O Unusual &
M Indirect Charges, Disaster
$23,355,621 $1,102,014

Costs are actual expenditures for July 2003 through May 2004 with estimated June 2004 expenses.
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NEBRASKA DEPARTMENT OF ROADS
SCHEDULE OF MAINTENANCE COSTS BY DISTRICT

District 1 2 3 4 5 6 7 8 |
Location Lincoln Omaha Norfolk Grand Island | Bridgeport | North Platte McCook Ainsworth
Highway Miles
Interstate 65 46 3 110 102 155 - -
Expressway 144 128 120 138 72 - - -
Other 1,367 330 1,403 1,468 1,079 1,157 1,029 1,041
Average Daily Traffic-Fiscal Year 2004
Interstate 31,114 67,600 17,157 20,508 7,790 15,852 - -
Expressway 9,213 14,960 7,158 6,072 4,568 - - -
Other 2,198 9,099 1,812 1,735 1,278 1,147 1,357 849
Average Maintenance Cost per District Mile (Note 1)
2004 $ 5873 ($ 11,810 | $ 5350 | § 5997 | $ 5,574 | § 6,035 | § 5125 | § 4,650
Average Maintenance Cost per District Average Daily Traffic (Note 1)
2004 $ 312 | $ 6813 374 | $ 373 [ $ 523§ 471 | $ 3,940 | $ 5,868
Highway Maintenance Costs by Fiscal Year
2000 § 8,874,172 | § 5,850,640 | $ 8,479,862 | $10,157,890 [ § 7,337,144 | $ 6,774,395 | $ 5,238,042 | § 4,933,635
2001 $11,080,141 | $ 7,830,392 | $12,033,207 | $13,099,683 | $ 9,061,340 | $ 9,202,978 | $ 6,091,450 | $ 5,637,198
2002 $ 9,249,342 | $ 6,093,932 | $ 9,169,398 | $10,278,078 | $ 6,984,765 | $ 7,924,154 | § 5,279,007 | $ 4,840,786
2003 $ 9,621,022 | § 7,166,799 | § 9,914,121 | $10,285,575 [ § 7,065,425 | $ 7,958,978 | $ 5,598,296 | § 4,887,805
2004 $11,314,127 | $ 7,890,952 | $11,409,772 | $11,480,402 | $ 7,680,141 | $ 8,163,000 | $ 5,974,142 | $ 5,824,003
Highway Maintenance Costs by District
$100,000,000 -
$90,000,000 -
$80,000,000 - M Other *
O District 8
$70,000,000 - -
M District 7
$60,000,000 - O District 6
$50,000,000 - M District 5
$40,000,000 - O District 4
O District 3
$30,000,000 - %s r%c
M District 2
$20,000,000 - O District 1
$10,000,000 -
$- -
2000 2001 2002 2003 2004

Note 1: Calculated based on district costs. Maintenance costs may vary due to traffic volume, traffic load, and weather conditions.

* - Includes highway maintenance costs not charged to a specific district.
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NEBRASKA DEPARTMENT OF ROADS
CONSTRUCTION PROJECTS RELEASED TO CONTROLLER
Fiscal Year Ended June 30, 2004

Released Projects - Adjusted Working Days

129 Projects 68 Projects

2 Projects

1 Project

O Projects Without Working Days Adjusted
O Adjusted 1-49 Days

O Adjusted 50-100 Days

B Adjusted Over 100 Days

Note: Of the 200 projects released in fiscal year 2004, 71 projects had authorized working days increased from the original
contract. Of the 71, 67 projects were completed within 50 working days of the original working days authorized. The greatest
adjustment was for a project with 397 original bid days and 646 adjusted days for a total of 1,043 days authorized. The project was
completed in 783 working days. There were also 315 active projects; of these, 50 projects had increases of 1 to 209 days. For
Nebraska 135 working days are estimated each calendar year. Saturdays, Sundays, and Nebraska holidays do not count as working
days. Any days worked December through March are not counted and any day the Contractor is prevented by weather, soil
conditions, or other conditions beyond their control.

# of Projects  Contract Amount
Projects Released to Controller during Fiscal Year 2004 200 $ 335,339,527
Active under Contract at June 30, 2004 315 $ 788,932,958

Released Projects - Liquidated Damages

|13 Projects

178 Projects
|7 Projects
1 Project
O No Liquidated Damages 00-4 Days O5-14 Days O> 15 Days

Note: Of the 200 projects released during fiscal year 2004, 22 projects were completed in excess of the number of days
authorized, resulting in $115,225 paid to the Department in liquidated damages. Per Department policy 108.08 Liquidated
Damages are intended to compensate for expenses incurred by the Department due to the Contractor's failure to complete the work
within the authorized number of working days. Such amounts are not considered penalties. The formula multiplies the original
contract amount by .06 and divided by the original number of working days. For fiscal year 2004 liquidated damages paid ranged
from $245 to $3,600 per day with an average of $915 per day.
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NEBRASKA DEPARTMENT OF ROADS

DAYS TO FINAL CONSTRUCTION CONTRACT PAYMENT

Fiscal Year Ended June 30, 2004

Number of Days from Project Completion Date to Final Payment

032 projects

M 86 projects

22 projects

12 projects

O 26 projects

O 11 projects

00-60 Days (No Interest)
O161-210 Days

W 61-110 Days
O211-260 Days

0 111-160 Days

O> 260 Days

Note: Longest delay from project completion date to final payment was 1,006 days.

Days from Project Completion Date to Final Payment by District

40
35
30
fg
2 25
£
— 20 A
S
H* 15 -
10
5 7 i
0 [ ] ‘ \
Lincoln Omaha Norfolk Grand Bridgeport North McCook | Ainsworth
Distri Island Platte
1strict
0> 260 Days 4 2 11 5 1 1 1 1
0O211-260 Days 2 2 4 1 2 0 1 0
0O161-210 Days 7 3 6 0 4 1 1 0
O111-160 Days 8 3 5 10 1 3 1 1
W 61-110 Days 16 10 3 14 6 20 12 5
d0-60 Days (No Interest) 1 0 0 1 3 4 2 0

Note: 189 contracts to final in fiscal year 2004. (Does not agree to contracts released to controller due to
timing between release date and final payment date.)
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NEBRASKA DEPARTMENT OF ROADS
INTEREST PAID ON DELAYED CONTRACT PAYMENTS VS. INTEREST EARNINGS
Fiscal Years Ended June 30, 1990 Through 2004

Investment Interest
Fiscal Year Interest Withholdings Earnings Earnings
Ended June 30 Paid @ Rate Invested Rate Received Net (Loss)

1990 $ 50,226 12.000% § 418,546 8.60% § 35,995 $ (14,231)
1991 115,819 12.000% 965,157 7.70% 74,317 (41,502)
1992 240,525 12.000% 2,004,376 5.80% 116,254 (124,271)
1993 372,231 12.000% 3,101,928 4.40% 136,485 (235,746)
1994 278,339 11.300% 2,463,175 4.10% 100,990 (177,349)
1995 188,739 11.050% 1,708,050 5.20% 88,819 (99,920)
1996 262,165 10.330% 2,537,897 5.80% 147,198 (114,967)
1997 112,317 10.450% 1,074,803 5.70% 61,264 (51,053)
1998 157,475 10.919% 1,442,166 5.90% 85,088 (72,387)
1999 139,460 11.258% 1,238,764 5.76% 71,353 (68,107)
2000 173,348 11.300% 1,532,788 5.73% 87,829 (85,519)
2001 194,718 11.258% 1,729,597 5.94% 102,738 (91,980)
2002 115,381 11.470% 1,005,937 5.13% 51,604 (63,777)
2003 141,112 11.050% 1,277,029 4.20% 53,635 (87,477)
2004 101,771 9.800% 1,038,479 3.93% 40,760 (61,011)
$ 2,643,626 $ 1,254329 $§ (1,389,297)

Note: Interest rate is 3 percentage points above the average annual Federal Reserve composite prime lending rate per

Neb. Rev. Stat. Section 39.1349.

$400,000

$350,000

$300,000

$250,000

$200,000
$150,000 A
$100,000 A
$50,000 A

|_|_|

LA

I

$-

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

O Interest Paid

O Interest Earnings
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NEBRASKA DEPARTMENT OF ROADS
SATISFACTION OF NEBRASKA RESIDENTS WITH THE DEPARTMENT OF ROADS
(% of Satisfied or Positive Response)

Attributes Measured | 789
0
Condition of Roads _‘77%
79%
Construction Work Zone Safety 83%
80%
. . . . 86%
Doing a Good Job Building & Maintaining Roads 8?3}%
0
89%
Snow & Ice Removal 85%
89%
Rest Area Safety 91%
90%
Image of the Department 93%
92%
Better Rest Areas than Other States 92%
93%
‘ 90%
Impression of Workers 92%
93%
Safe Transportation System 93%
95%
92%
Courteousness of Employees 95%
95%
Useful Rest Area Video Displays at Rest Areas 9956%;
0
0% 25% 50% 75% 100%
02004 Responses B 2001 Responses 01997 Responses

Source: Department of Roads study conducted by University of Nebraska. Telephone survey of 1,887

Nebraska residents.
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