State of Nebraska

Comprehensive Annual Financial Report

Fiscal Year Ended June 30, 2015

R ,1
NS

O —

N
oiﬂ!l\‘mk T




State of Nebraska

Comprehensive Annual Financial Report

Year Ended June 30, 2015

(]

¢

- )
Q

A

M)
T
n
e [ ]
s

QOGG

Pete Ricketts

Governor

Administrative Services

Byron Diamond
Director

Jerry Broz
State Accounting Administrator



State of Nebraska

COMPREHENSIVE ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2015

TABLE OF CONTENTS

INTRODUCTORY SECTION

SEIECtEA StALE OFTICIALS .. ..eeiiviiiieeie ettt e e e e e e e e ae e e e aeeeseaeeesanteeeerseeesneeesaneeeearaneeenseeeenneeeas
Transmittal Letter from AdmINISIIATIVE SEIVICES .....veeivveiiiieeeeitieeeeeeeeeee e ettt e eeee e e et eeeteeeeaeeeeetseesesaeeeeaeeeenteeeennreeeennes
OrganiZatioNal CRATT...........ccveiiieieiieieeeeee ettt et et e b e st e et e eseesseesse st e essesseessesseassesseensesseensesssensesseensenssensensaenes
Certificate OFf ACRIEVEIMENL............ccoviiiiiieeeiee e e e e e et e e et e e e e e e e eteeeetaeeeeaneeeenreeeenaeeeneeeennreeeennes

FINANCIAL SECTION

Independent AUAItOr’S REPOIT ......cc.eeiiiieiiieieeee ettt ettt et ettt e et e esae et e eseenaesseensesseensesseenseeneenseeneenes
Management’s DiScussion and ANALYSIS ........cceeieriiiieiiiieiee ettt sttt ettt se et e s et n e et e eneenes

Basic Financial Statements
Government-wide Financial Statements

StatemMENt OF NEE POSITION ... ...uviiiiiiiiiiie ettt eet e e e e et e e e e e eeaa e e e e e sesntareeseseaaeeeeeseaarereeessnnreneas
StALEMENT OF ACTIVITIES ...eeiineiiiieeiieecetec ettt e ettt ettt e e et e e e eaaeeesaeeeeaeeeeeaaeessmaeeesnseeesnseesaneeessnseeesnseesaraeeas

Fund Financial Statements

Balance Sheet — Governmental FUNAS ......c....oooviiiiiiiiiii et et e et e e e e esaveeeans

Reconciliation of the Balance Sheet — Governmental Funds to the

Statement Of INET POSITION .........eiiiiiiiiiieeceee ettt eae e et e e e e eeaaeeeeeaeeeeesaeeeenneeeeneesenteeeens

Statement of Revenues, Expenditures, and Changes in Fund Balances

GOVEINMENTAL FUNAS ....ooiiiieeiiiee ettt e e e et e e e ettt e e e eesaaateeeeesaateeeesssnnaaeeeeeas

Reconciliation of the Statement of Revenues, Expenditures, and Changes in

Fund Balances — Governmental Funds to the Statement of ACtiVIties ..........ccoeveeririierieiereee e
Statement of Net Position — Proprietary FUnS ..........cccoooiiiiiiiiiii e
Statement of Revenues, Expenses, and Changes in Fund Net Position — Proprietary Funds ..............cccccoc.....
Statement of Cash Flows — Proprietary FUNAS ...........coceeoiiiieiiiiiiiiceieceeee ettt
Statement of Fiduciary Net Position — Fiduciary FUNAS ...........cccooieviiiieiiiiieccicc e
Statement of Changes in Fiduciary Net Position — Fiduciary Funds ...........ccccccoeveviiiiiniincienicecieeeeeeeeenn,
Statement of Net Position — COMPONent UNILS ........c.ecveeierierienieniieienieeieseesaeseesteseesessnesseessesseessesseessesseesses
Statement of Activities — COMPONENE UNILS........ccueeeveriierieriierieeiesteetesteetesseessesseessesseesesssessesssesseessesseessesseenses

Notes to the Financial Statements

Summary of Significant AcCOUNtING POLICIES ..c..couevviriiriirieriiieieicieeetetec ettt
Deposits and Investments POrtfolio..........coiieiiiiirieiiee e
el A1 1 o] [ SRS
(0 312 ) BN £SO
INEErfUNA BalANCES.......ouiiuiitieieeieeee ettt ettt et et e bt et bttt b et e b et ebe et eneenee
Accounts Payable and Accrued Liabilities........cooieiiiriiiiniiieeeieee ettt
NONCUITENE LIADTIILIES ...ttt sttt a bt eb e bt s bt sbe et e be st et et et et eneeneeneeneas
LeaSE COMIMITITIENIES ...ttt ettt ettt ettt ettt et be st et e et e e e st e st emeebeeb e e bt ebeebeebe s b e et et e s e e enteneeneeneeneenene
Obligations Under Other FInancing ATTANZEMENLS .........ccveeverreerverierrieiersieeesseesesseesesseessesssessesssessesseessenssenns
Governmental Fund Balances ...........cc.coeiiiiiiiiiiiieee ettt
Contingencies and COMMIIMENES...........eecverierierrieriereerteseetesseeteeseesseestesseeseesseessesseessesseessesssessesseessesssensesssenes
RISK MANAZEINENL......cueitiriiiititertert ettt ettt sttt ettt ettt ebt bt e bt ebe bt e bt s bt et et et et et et enteneeneenene
o313 o) 0 o 0 TS
2703016 K 27721 (<SSR
RESTALEIMENIES. ...ttt ettt ettt e bt e s bt e e bt e sbt e e bt e saee et e e sabeeabeesbeeebeenneeens

Required Supplementary Information

Budgetary Comparison Schedule — General FUnd ............cccooiiiiiiiiiiii e
Budgetary Comparison Schedule — Cash FUNAS ........cccoooviiiiiiiieiiiiciccicceceee ettt re e
Budgetary Comparison Schedule — Construction FUNdS...........cccoovieiiiieiiiieiecee e
Budgetary Comparison Schedule — Federal FUNAS .........c.cocooovieiiiiiiiiiieeee ettt
Budgetary Comparison Schedule — Revolving FUNAS.........c.coveiiriiiiinieiiieie ettt
Notes to Required Supplementary Information for Budgetary CompariSons ............coccoevererenienienieneeieeeeecnene.
Information about Infrastructure Assets Reported using the Modified Approach..........ccceevvveniecieniecinieneeeenne,
Information about Pension PLans.............occeriiiiiiiie ettt ettt e s neennes
Notes to Required Supplementary Information for Pension Plans............ccooceecieieiireniiieiiee e



TABLE OF CONTENTS (Continued)

FINANCIAL SECTION (Continued)
Combining Financial Statements
Nonmajor Governmental Funds

Combining Balance Sheet — Nonmajor Governmental FUnds ............cocooiiiiiiiienieeeee e 102
Combining Statement of Revenues, Expenditures, and Changes in
Fund Balances — Nonmajor Governmental FUNAS ..........c.ccveciiiieiiiiieniicicic ettt 103
Combining Balance Sheet — Nonmajor Special Revenue FUNdS ..........ccociviiiiiiiiniiiieiceeceeeese e 104
Combining Statement of Revenues, Expenditures, and Changes in
Fund Balances — Nonmajor Special Revenue FUNAS .........coociiieiiiieiiciec e 106
Combining Balance Sheet — Nonmajor Permanent FUnds ............ocoeoiiiiiiiieiiee e 108
Combining Statement of Revenues, Expenditures, and Changes in
Fund Balances — Nonmajor Permanent FUNAS ...........cccooiiiiiiiiieiieeet e e 109
Nonmajor Enterprise Funds
Combining Statement of Net Position — Nonmajor Enterprise Funds ...........ccccoooeiiiiniiiiniieeeeeesceesceee 112
Combining Statement of Revenues, Expenses, and Changes in
Fund Net Position — Nonmajor Enterprise FUNAS .........cccviiiiiiiieiiiiciiceeic ettt sae e e 113
Combining Statement of Cash Flows — Nonmajor Enterprise FUnds ...........ccccovevieviiivieniiiiiniiceseceseeeeeee e 114
Internal Service Funds
Combining Statement of Net Position — Internal Service FUNAS .........cccvecvieiiiiiiiiiieieeeee et 116
Combining Statement of Revenues, Expenses, and Changes in
Fund Net Position — Internal Service FUNAS .........c.coeriiiiiiiiiiiiccceeteee et 118
Combining Statement of Cash Flows — Internal Service FUunds..........c.ccooviririiniiniiniiiiiiiinneccscscseeseeseceeeeene 120
Fiduciary Funds
Combining Statement of Fiduciary Net Position — Pension Trust Funds ..........ccccoooiooiiiiiiiiiieeeeeeseeeeee 124
Combining Statement of Changes in Fiduciary Net Position — Pension Trust Funds............ccoccoooiiiiiiiiiniiineeee 126
Combining Statement of Fiduciary Net Position — Private Purpose Trust Funds........ccccoooeviiiininininieenceenceee 128
Combining Statement of Changes in Fiduciary Net Position — Private Purpose Trust Funds .........c.cccceevveciinievieeiennene 129
Combining Statement of Fiduciary Assets and Liabilities — Agency FUunds...........cccocevuiviiniiiienieciesicieceeeeeeeveeeeene 130
Combining Statement of Changes in Assets and Liabilities — Agency FUunds ............ccooveveeviiiiniecienicieceeeceeeeeeene 131

STATISTICAL SECTION

Net POSTHON DY COMPOMENL.......cotiitieieitietietiete ettt ettt ettt ettt et e et e e bt et te bt es e sbeemee et eentesaee bt sste b e esee bt emteabeenteebeenteeneantesaeeneeeneenaes 135
CRANGES 1N NGt POSTHION. ... .cuviitiiiieiiitieteete et et ete st et e s te et e s te et e e st esbeeseesseessaseessesseessesseessasssessaessesseassesseessanseensesseensesseessesssessensnensens 136
Fund Balances - GOVernmental FUNGS............oooiiiiiiieee ettt ettt b e bt et sa et e st e e eneenes 141
Changes in Fund Balances - Governmental FUNAS...........cccoiiiiiiiiiiiiiieit ettt ettt se e e saeesaesseessessaessessnensens 142
Individual INCOME TaAX RALES......eeuiiuiitiitiiiiiter ettt b ettt et et e e st e bt ebe e bt eb e ebeeb e e bt sb e et e b sae st e et et ennenee 144
Individual Income Tax Liability by INCOME LEVEL.......ccoeoiiiieiieieiieieit ettt ettt esseesae s e ensesnaensessnensens 145
TaXable SALES DY INAUSIIY .....eotieiieiieii ettt ettt e e et et e e st e st esee s st enaesseensesseenseessenseassenseensenseensesseensesseensesneensessnensens 146
Ratios of OULSTANAING DIEDL ......couoiuiiiiiiiiiiii ettt ettt eb bbbt bt b e s bt bbb e st et ee et ennenne 147
Comparative Unemployment, Nebraska and United STAteS ..........ccceceririririniinininiieeeteteteteeeceie ettt st aeae 148
Population, Personal and Per Capita Income, Nebraska and United States ...........cccceoieiirieiiiienieieseeese e 149
NS B (e A 25 1010 [0) <) € J OSSPSR 149
Public and State Operated School Enrollment, Prekindergarten-Grade 12.........c.ccooiiiiiiiiiiiiieieeeeecee e 150
Public Higher Education Institutions Total Fall Headcount ENnrollment..............cccccuiiieviiiieniiiieiieiesreeeeere e 150
Full Time Equivalent Permanent EMployees DY FUNCHOMN ........c..ccviriiiiiiiiiiiiieieceeee ettt et e ebe e sbesenenneas 151
Operating INdiCators DY FUNCHION ..........cooviiiiiiiicieciectececeste ettt te et s te b s teesbe st e esbeessesseessesseessanseessesseensesssessesssensesssensens 152
Capital Asset StatiStiCS DY FUNCHOMN .....cveciiiieiiiierieeiesteeiee ettt et steestesteesaesseessesseesseesaesseessesseessenseensesseensesssessesssensesssensens 153
IMISCEILANEOUS DIALA. .....c.eeuiiieiiiiiitiei ettt ettt b bbbt bt bttt b et et e et et e st e st e st eh e ebeebeeb e eb e eb e e bt sb e et e b sae st e et et ensenee 154



O
o
o
]

S
Coog
Xs

I o
%o 3. 8 °°
©0056000°°

N\ \RCH 17 19
)

INTRODUCTORY SECTION




State of Nebraska

SELECTED STATE OFFICIALS
As of June 30, 2015

EXECUTIVE

Pete Ricketts
Governor

Mike Foley
Lieutenant Governor

Doug Peterson
Attorney General

Charlie Janssen
Auditor of Public Accounts

John A. Gale
Secretary of State

Don Stenberg
State Treasurer

JUDICIAL

Supreme Court of Nebraska
Michael G. Heavican, Chief Justice
William B. Cassel, Justice

William M. Connolly, Justice
Michael McCormack, Justice
Lindsey Miller-Lerman, Justice
Kenneth C. Stephan, Justice

John F. Wright, Justice

LEGISLATIVE

Galen Hadley
Speaker of the Legislature
Nebraska Unicameral (49 Senators)



-'\- I;“ l= @ I\ \ Byron L. Diamond

Administrative Services Director
Pete Ricketts, Governor

December 17, 2015

The Honorable Pete Ricketts, Governor
Members of the Legislature
Citizens of the State of Nebraska

We are pleased to present the Comprehensive Annual Financial Report (CAFR) of the State of Nebraska (the “State”) for
the fiscal year ended June 30, 2015. This report is the primary means of reporting the State government’s financial
activities. The State of Nebraska’s financial statements have been audited by the State of Nebraska Auditor of Public
Accounts. The goal of the independent audit was to provide reasonable assurance that the financial statements of the State
for the fiscal year ended June 30, 2015 are free of material misstatement. The independent audit involved examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements; assessing the accounting principles
used and significant estimates made by management; and evaluating the overall financial statement presentation. The
independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering an unqualified
opinion that the State’s financial statements for the fiscal year ended June 30, 2015 are fairly presented in conformity with
Accounting Principles Generally Accepted in the United States of America (GAAP). The independent auditor’s report is
presented as the first component of the financial section of this report.

The independent audit of the financial statements of the State was part of a broader, federally mandated “Single Audit”
designed to meet the special needs of federal grantor agencies. The standards governing Single Audit engagements require
the independent auditor to report not only on the fair presentation of the financial statements, but also on the audited
government’s internal controls and compliance with legal requirements, with special emphasis on internal controls and
legal requirements involving the administration of federal awards. These reports are available in the State’s separately
issued Single Audit Report.

The CAFR has been prepared in conformance with Governmental Accounting Standards Board (GASB) statements 34
and 35, and other related statements. This reporting model’s objective is to provide a clear picture of the government as a
single, unified entity as well as providing traditional fund based financial statements.

The CAFR is presented in three sections. (1) The Introductory Section contains this letter of transmittal and some
information about the State and its operations. (2) The Financial Section contains Management’s Discussion and Analysis,
Government Wide Financial Statements, Fund Financial Statements for Governmental Funds, Proprietary Funds,
Fiduciary Funds, and Combining Statements for Major Component Units. The Financial Section also includes the Notes
to the Financial Statements, Required Supplementary Information and various combining statements. (3) The Statistical
Section contains selected financial and demographic information, generally presented on a multi-year basis.

State Accounting Division e Jerry Broz, Administrator
Administrative Services e Suite 1309, State Capitol ® P.O. Box 94664 e Lincoln, Nebraska 68509-4664 ¢ Phone: 402-471-2581 e Fax: 402-471-2583

An Equal Opportunity/Affirmative Action Employer




The CAFR consists of management’s representations concerning the finances of the State of Nebraska. The State
Accounting Division of Administrative Services assumes full responsibility for the completeness and reliability of all of
the information presented in this report. To provide a reasonable basis for making these representations, management of
the State has established a comprehensive internal control framework that is designed both to protect the government’s
assets from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the State’s financial
statements in conformity with GAAP for governments. Because the cost of internal controls should not outweigh their
benefits, the State’s comprehensive framework of internal controls has been designed to provide reasonable rather than
absolute assurance that the financial statements will be free from material misstatement. As management, we assert that,
to the best of our knowledge and belief, this financial report is complete and reliable in all material respects.

GAAP require that management provide a narrative introduction, overview, and analysis to accompany the basic financial
statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to
complement MD&A and should be read in conjunction with it. The State’s MD&A can be found immediately following
the report of the independent auditors.

PROFILE OF THE GOVERNMENT

The State was admitted to the Union as the thirty-seventh state in 1867. Nebraska’s government is divided into three
branches: legislative, executive and judicial. Nebraska is the only state with a Unicameral Legislature, which has 49
members elected on a non-partisan ballot. The chief executive is the governor, who is elected for a four-year term. Within
the executive branch are various departments and agencies that perform a variety of functions. Since Nebraska’s
Constitution generally allows no indebtedness, government expenses of such departments and agencies must be met on a
pay-as-you-go basis. The State provides a full range of services including: the construction and maintenance of highways
and infrastructure, education, social and health services, public safety, conservation of natural resources, economic
development, and recreation facilities and development. An organizational chart of the State is shown on page 9.

The State reporting entity reflected in this CAFR is described more fully in Note 1.B. to the financial statements. It should
be noted that the reporting entity includes the familiar government activities plus two component units, the University of
Nebraska and the State College System.

Budgetary control of state expenditures is maintained chiefly by three processes. First, a budget is required to be adopted
through passage of appropriation bills by the Legislature. Second, the appropriated funds are allocated by program and
fund type and are controlled by the executive branch through an allotment process. The Legislature may also enact a
supplemental appropriation bill and other appropriation bills as it deems necessary. Finally, the State’s accounting system
checks each expenditure to ensure the appropriation and allotment are not exceeded.

Budget-to-actual comparisons are provided in this CAFR for various categories of General Fund revenues and
appropriated annual budgets. This comparison is presented on page 75 as part of the Required Supplementary Information
to the basic financial statements for the governmental funds. Budget-to-actual comparisons for Cash Funds, Construction
Funds, Federal Funds, and Revolving Funds are also presented as Required Supplementary Information on pages 76
through 79.

FACTORS AFFECTING FINANCIAL CONDITION

In order to better understand the information presented in the basic financial statements, such information should be
considered from the broader perspective of the specific environment within which the State operates.

Current Revenue Outlook

The General Fund operations of the State are almost entirely dependent upon the income and sales taxes the State receives
each year. Such taxes represent 95 percent of all General Fund revenues. Net revenue from income taxes and sales taxes
from all funds for the fiscal year ended June 30, 2015 increased $239 million from the prior year, indicating that the
Nebraska economy continues to strengthen.



For the fiscal year ending June 30, 2015 the State’s General Fund ended the fiscal year with a cash and investments
balance of $1,503 million. The balance had exceeded $800 million dollars for the prior seven years.

The current forecast for fiscal year 2016 anticipates net receipts in the General Fund to increase about $98 million, a 2.3%
increase over fiscal year 2015. No significant changes in revenue are anticipated in the other funds.

Economy of the State

The University of Nebraska-Lincoln Bureau of Business Research and the Nebraska Business Forecast Council are
cautious in forecasting Nebraska’s economic future. The Council is optimistic about the national economic outlook, and
expects Nebraska to maintain its relative economic strength. The Council’s June 2015 forecast is shown on the following
chart. The agriculture market is a major force in the Nebraska economy. Falling commodity prices started a decline in
farm income in 2014, is expected to continue in 2015, recovering slightly in 2016, followed by a modest drop in 2017 as
livestock revenue moderates. Nonfarm income will continue growing in 2016 and 2017 along with a steady increase in
employment. These are consistent with moderate inflation, moderate employment growth and a steady improvement in
real hourly wages. Retail sales will continue to grow in 2016 and 2017.

ACTUAL PROJECTED
2012 2013 2014 2015 2016 2017

Nonfarm Employment:

Annual Totals 968,800 980,400 993,300 1,005,900 1,018,000 1,030,200

Growth Rates 1.7% 1.2% 1.3% 1.3% 1.2% 1.2%
Nonfarm Personal Income:

Annual Totals (in millions $) 79,896 81,301 84,114 87,116 90,618 94,186

Growth Rates 7.9% 1.8% 3.5% 3.6% 4.0% 3.9%
Net Taxable Retail Sales Growth Rates:

Total 4.8% 5.1% 3.2% 3.1% 4.1% 4.1%

Motor Vehicle Sales 8.8% 4.1% 4.7% 4.0% 4.5% 4.6%

Non-motor Vehicles Sales 4.2% 5.3% 3.0% 3.0% 4.0% 4.0%

Long-term Financial Planning

The State always is looking at least four years out in its analysis of the financial condition of the State in preparing the
State’s budgets. Currently, we have a working model of the biennium budget for fiscal years 2018 and 2019. In our
analysis, we use forecasting models to forecast revenue and then examine major expenditures, especially those that have a
trend of outpacing revenues. Revenues for fiscal years 2016, 2017, 2018 and 2019 are projected to increase by 3.6%,
4.1%, 4.9% and 4.8%, respectively.

Higher than projected tax receipts have recently boosted the state revenue forecast. By operation of law, any revenue
above the certified forecast is used to rebuild the cash reserve, which is intended to supplement weak revenue during
recessionary periods. The potential for relatively large annual growth in expenditures for school aid and Medicaid presents
a challenge in preparing a budget that keeps expenses within projected revenue. In addition, the growth in recent years in
the prison inmate population presents an additional challenge due to increased operating costs and possible capital asset
improvements. To ensure we do have a balanced budget, the State exerts considerable time and effort in reviewing the
trends of future revenues and expenditures.

Major Initiatives
As you have publicly stated, one of your priorities for growing Nebraska is a more efficient and effective state

government through a more customer focused environment and reduction in regulation and regulatory complexity.
Another of your priorities is to improve public safety.



AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in Financial
Reporting to the State for its CAFR for the fiscal year ended June 30, 2014. This was the twenty-fourth consecutive year
that the State has received this prestigious award. In order to be awarded a Certificate of Achievement, the State published
an easily readable and efficiently organized CAFR. This report satisfied both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR continues to meet
the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to determine its eligibility
for another certificate.

This report continues our commitment to comprehensive disclosure of the State’s financial condition. We are committed
to issuing reports that are informative and meet governmental accounting standards. Reports that meet these standards
provide the reader with an opportunity to make more informed judgments about the government’s financial position and
results of operations.

The 2015 CAFR represents the continuous effort on our part to fulfill this commitment. We wish to express our
appreciation to the accounting staff of the State Accounting Division of Administrative Services and the budget and

accounting staff throughout State government for their assistance in the preparation of this report.

Questions or requests for additional information related to this report can be directed to the State Accounting office at
(402) 471-2581.

Respectfully submitted,

g’” /MW Gerc)d] &, ¢7A¢7

Byron L. Diamond Gerald E. Broz
Director, Administrative Services State Accounting Administrator



Nebraska State Government Organization Chart
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NEBRASKA AUDITOR OF PUBLIC ACCOUNTS

Charlie Janssen Charlie.Janssen@nebraska.gov

State Auditor PO Box 98917
State Capitol, Suite 2303

Lincoln, Nebraska 68509

402-471-2111, FAX 402-471-3301

www.auditors.nebraska.gov

Independent Auditor’s Report

The Honorable Governor,
Members of the Legislature and
Citizens of the State of Nebraska:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the State of Nebraska, as of and for the year
ended June 30, 2015, and the related notes to the financial statements, which collectively
comprise the State of Nebraska's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of the University of Nebraska Foundation, the University of
Nebraska Facilities Corporation, the UNMC Physicians, the University Technology
Development Corporation, the University Dental Associates, the UNeHealth, the Nebraska
Utility Corporation, the activity relating to the Members of the Obligated Group Under the
Master Trust Indenture, the Nebraska State College System Foundations, the activity of the
Nebraska State College System Revenue and Refunding Bond Program, and the Nebraska State
Colleges Facilities Corporation, which represent 46%, 38%, and 22%, respectively, of the assets,
net position or fund balances, and revenues of the aggregate discretely presented component
units. We also did not audit the financial statements of the College Savings Plan which
represents 19%, 21%, and 22% of the assets, net position or fund balances, and revenues of the
aggregate remaining fund information. Those statements were audited by other auditors whose
reports have been furnished to us, and our opinion, insofar as it relates to the amounts included



for the aggregate discretely presented component units and the aggregate remaining fund
information for the College Savings Plan is based solely on the reports of the other auditors. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, 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
financial statements are free from material misstatement. The financial statements of the
University of Nebraska Foundation, the University of Nebraska Facilities Corporation, the
UNMC Physicians, the University Dental Associates, the UNeHealth, the Nebraska Utility
Corporation, the Nebraska State College System Foundations, the Nebraska State College
System Revenue and Refunding Bond Program, and the Nebraska State Colleges Facilities
Corporation were not audited in accordance with Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the State of Nebraska’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the State
of Nebraska’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, based on our audit and the reports of the other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the State of
Nebraska as of June 30, 2015, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis on pages 15 through 28, the Budgetary Comparison
Schedules on pages 75 through 80; the Information About Infrastructure Assets Reported Using
the Modified Approach on page 81, and the Information About Pension Plans on pages 82
through 98, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of



inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the State of Nebraska's basic financial statements. The combining
statements and introductory and statistical sections are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The combining statements are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America by us and other auditors. In our opinion, based on our audit, the procedures
performed as described above, and the report of the other auditors, the combining statements are
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 17, 2015, on our consideration of the State of Nebraska's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the State of Nebraska’s internal control over financial
reporting and compliance.

Lo

Lincoln, Nebraska Don Dunlap, CPA
December 17, 2015 Assistant Deputy Auditor



MANAGEMENT’S DISCUSSION AND ANALYSIS

Management of the State of Nebraska provides the following discussion and analysis of the State of Nebraska’s financial
performance, as reflected in the Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30, 2015.
Please read it in conjunction with the additional information furnished in the letter of transmittal at the front of this report,
and with the State’s basic financial statements. Numerical years refer to fiscal years with a June 30 year-end, unless
otherwise noted.

The State of Nebraska (State) implemented one new standard in 2015 required by the Governmental Accounting
Standards Board (GASB). Statement No. 68, Accounting and Financial Reporting for Pensions, an amendment of GASB
Statement No. 27, improves accounting and financial reporting for employers by creating additional transparency in
pension expenses and liabilities. In order to aid this discussion, the following items were restated for Statement No. 68 for
2014: current and other non-current assets, deferred outflows of resources, non-current liabilities, and unrestricted net
position on the Net Position statement and net position — beginning on the Changes in Net Position.

A comparative analysis of government-wide data for the last two years is presented in this analysis. Additionally, we are
presenting an analysis of activity in the State’s funds for the fiscal year ended June 30, 2015 along with an analysis of the
State’s capital assets and long-term debt related to capital assets.

FINANCIAL HIGHLIGHTS

Government-wide:

The assets of the State exceeded its liabilities at June 30, 2015 by $12.9 billion (presented as “net position” in the CAFR).
The majority of the net position is represented by the investment in the State’s infrastructure and other capital assets,
which cannot be used to fund ongoing activities of the State. Of the net position, unrestricted net position was reported as
$1.2 billion, most of which is available to be used to fund future needs of the State. The primary government’s net
revenues exceeded net expenses for 2015 resulting in an increase in net position of $300 million. This increase in net
position is less than the increase in 2014 of $553 million.

Fund Level:

General Fund receipts for 2015 were $85 million above the original budgeted amount and above the final budget by $10
million. Expenditures were $381 million less than the original budgeted amount and below the final budget by $389
million. On a Generally Accepted Accounting Principles (GAAP) basis, the General Fund had $236 million in excess
revenues prior to a legislatively mandated property tax relief transfer of $138 million in addition to other financing
sources causing an increase in fund balances of $82 million, and thereby increasing the fund balance on June 30, 2015 to
$1,344 million. Other governmental funds expenditures exceeded revenues by $39 million, chiefly due to market changes.
In addition to these operating changes, such other funds received $73 million in net other financing sources. This
$34 million net increase resulted in raising such fund balances at June 30, 2015 to $2,631 million.

The $464 million of net position of the Unemployment Insurance Fund represents 83% of the enterprise funds. Such fund
had a $5 million increase in net position for 2015 compared to a $21 million increase in 2014, a decrease in growth of
$16 million. Business assessment fees collected from employers exceeded the unemployment insurance claims in 2015.
Business assessment fees from employers and unemployment insurance claims were about the same in 2014,

Long-term Liabilities:

Long-term liabilities shown on the government-wide financial statements totaled $718 million at June 30, 2015, which is a
$218 million decrease from the prior year, primarily due to a decrease in net accrued pension liability realized as a result
of adopting GASB 68. The remaining liabilities consist of claims payable for workers’ compensation, medical excess
liability, litigation, unemployment insurance, employee health insurance, and Medicaid, in addition to the calculated
amount for accrued vacation and vested sick leave due to employees when they retire. After a retired employee reaches
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the age of 65, the State has no further obligation for other post-employment benefits, except for a very small number of
employees.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the State’s financial statements. The State’s basic
financial statements include three components: 1) government-wide financial statements, 2) fund financial statements, and
3) notes to the financial statements. This CAFR also contains other supplementary information (e.g., budgetary schedules
and combining financial statements) in addition to the basic financial statements. These components are described below:

Government-wide Financial Statements

These statements provide a broad view of the State’s operations in a manner similar to the private sector, providing both a
short-term and a long-term view of the State’s financial position. The statements are prepared using the accrual basis of
accounting. This means all revenues and expenses related to the fiscal year are recorded in the statements, even if cash has
not been received or paid. If taxes are owed to the State but not yet received, such transaction is recorded as an asset (a
receivable) and revenue to the State. Likewise, if the State owes for vacation time, but has not yet paid the worker for such
vacation earned, then the liability and payroll expense is recorded. The government-wide financial statements include two
statements, the Statement of Net Position and the Statement of Activities.

The Statement of Net Position (page 31) presents all the State’s assets and liabilities with the difference between the two
reported as “net position.” Changes in net position over time may indicate the relative health of the State and this
statement will assist users in assessing whether or not the State’s financial position is improving or deteriorating.

The Statement of Activities (pages 32 and 33) presents information showing how the State’s net position changed during
the reported year. All changes in net position are reported as soon as the underlying events giving rise to the changes
occur, regardless of the timing of related cash flows, using the accrual basis of accounting discussed earlier.

Both of these statements have separate sections for three different types of State programs or activities. These sections are
Governmental Activities, Business-type Activities, and Discretely Presented Component Units. Governmental Activities
and Business-type Activities are combined to report on what is termed Primary Government activities, which is separate
and distinct from the activity of the component units. Fiduciary Funds, which include the Pension Trust Funds, are not
included in the government-wide financial statements.

Primary Government

GOVERNMENTAL ACTIVITIES — Activities in this section are mostly supported by taxes and federal grants. All General
Fund activity is included here. Governmental activities represent 95% of all activity of the primary government. It
includes general government; education; health and social services; public safety; transportation; regulatory services; and
economic development and assistance.

BUSINESS-TYPE ACTIVITIES — Functions reported in this section include those activities whereby the State charges fees and
other charges to external users of the State’s services and purchasers of State’s goods in order to recover all or a
significant portion of the State’s operating costs related to these activities, much like a private business. Such activities are
unemployment insurance services, lottery tickets, premium surcharges for excess liability coverage, and the sales and
services provided by Cornhusker State Industries.

Component Units

DISCRETELY PRESENTED COMPONENT UNITS — These are separate entities for which the State has financial accountability
(in which the State provides over one-fifth of their funding) but such organizations have independent qualities as well.
The University of Nebraska and the Nebraska State College System are the State’s only two discretely presented
component units. While presented in this report, each of these two units has separate audited financial statements and such
audited reports can be obtained from their respective administrative offices.
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The government-wide financial statements can be found immediately following this discussion and analysis.

Fund Financial Statements

This is the second set of financial statements presented in the CAFR. These statements are different from the government-
wide statements in that some of these statements use a different accounting approach and focus on the near-term inflows
and outflows of the State’s operations. As previously noted, these Statements are commonly referred to as GAAP Fund
Statements, as they are prepared in accordance with generally accepted accounting principles. The Fund Financial
Statements (which begin on page 34) provide detailed information about the State’s major funds. A fund is a method of
accounting that uses a set of accounts to maintain accountability and control over specific sources of funding and
spending for a particular activity or objective. The State’s funds are divided into three categories — Governmental Funds,
Proprietary Funds and Fiduciary Funds. It is important to note that each of these three fund categories use different
accounting approaches and should be analyzed differently.

Governmental Funds Financial Statements — Most of the basic services provided by the State are reported in the
governmental funds. Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, the governmental funds financial statements use
modified accrual accounting, which limits assets to cash and all other financial assets that can readily be converted into
cash. This is different from the governmental activities recorded in the government-wide financial statements that use full
accrual accounting. These fund statements provide a detailed short-term view of the State’s finances that assist the reader
in determining whether or not there will be adequate financial resources to meet the current needs of the State.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for governmental activities
in the government-wide financial statements. By doing so, the reader can better understand the long-term impact of the
State’s near-term financing decisions. To aid the reader in such analysis, reconciliations are provided between the
government-wide financial statements and the governmental funds financial statements (see pages 35 and 37).

The State of Nebraska’s governmental funds include five major funds: the General Fund, the Highway Fund, the Federal
Fund, the Health and Social Services Fund and the Permanent School Fund. Non-major special revenue, capital project
and other permanent funds are also included in the governmental funds.

Proprietary Funds Financial Statements — These funds are used to show activities that operate more like those of
commercial enterprises. Thus, when the State charges for the services it provides, these services are generally reported in
proprietary funds. Proprietary funds consist of both Enterprise Funds (services provided to outside customers) and Internal
Service Funds (services provided to other State agencies). Proprietary funds utilize accrual accounting, the same method
used by private businesses. Therefore, the net position reported in these statements as Enterprise Funds will be identical to
the net position reported in the net position for business-type activities in the government-wide financial statements.
However, because the Internal Service Funds predominantly benefit governmental rather than business-type functions,
they have been included within governmental activities in the government-wide financial statements.

Fiduciary Funds Financial Statements — Whenever the State receives funds on behalf of others, it is acting in a fiduciary
capacity or trustee of those funds belonging to others. Thus, assets in these funds are restricted as to use and do not
represent discretionary assets that the State could use to finance its operations. They are presented in these statements only
for the purpose to indicate that the State has responsibility for these assets. For that reason, such assets are not included in
the government-wide financial statements. Fiduciary funds are reported on the accrual basis of accounting.

The State’s principal fiduciary fund is the Pension Trust Fund, which contains retirement contributions held by the State
for state employees, county employees and public school employees (see Note 13 to the financial statements). There are
also Private-Purpose Trust Funds whereby the State has control of unclaimed property and contributions from State
participants received by the College Savings Plan. The State also has Agency Funds whereby the State holds funds
earmarked as aid for other political subdivisions.
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Component Units Financial Statements

As mentioned in the discussion of the government-wide financial statements, the State has included the net position and
activities of the University of Nebraska and the Nebraska State College System in a single column of such statements,
labeling them as discretely presented component units. We have provided separate component unit statements to allow the
reader to analyze each of these two units separately beginning on page 44.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a full understanding of the data
provided in all of the basic financial statements. The notes can be found immediately following the component units’
financial statements beginning on page 46.

Required Supplementary Information

Following the basic financial statements and the accompanying notes thereto, is additional Required Supplementary
Information that further explains and supports the information in such financial statements. The required supplementary
information includes budgetary comparison schedules reconciling statutory fund balances used for budgetary purposes to
the fund balances determined by GAAP used in the Fund Financial Statements for the General Fund, Cash Funds,
Construction Funds, Federal Funds, and Revolving Funds. Other information included is the condition and maintenance
data regarding certain aspects of the State’s infrastructure, and certain pension plan actuarial information.

Other Supplementary Information

Other supplementary information includes the combining statements for non-major governmental, proprietary and
fiduciary funds. These funds are summarized by fund type and presented in single columns in the basic financial
statements, but are not reported individually, as with major funds, on the Governmental Fund Financial Statements. Also
presented is a statistical section providing State data.

FINANCIAL ANALYSIS OF THE STATE AS A WHOLE
Net Position

The State’s assets and deferred outflows of resources totaled $15,083 million at June 30, 2015 as compared to
$14,714 million at June 30, 2014, as restated. As total liabilities and deferred inflows of resources only totaled
$2,196 million, net position amounted to $12,887 million as of June 30, 2015. As of June 30, 2014, these amounts were
$2,127 million and $12,587 million, respectively, as restated. By far the largest portion of the State of Nebraska’s net
position (67 percent) reflects the State’s investment in capital assets (e.g., land, buildings, equipment and infrastructure —
highways, bridges, dams, etc.). The State uses these capital assets to provide services to citizens; thus, these assets are not
available for future spending.

Restricted net position is subject to external restrictions, constitutional provisions, or enabling legislation on how it can be
used. It is also not available for future general government spending.

For Governmental Activities other than capital assets, the majority of the restricted net position consists of the Permanent
School Trust, the Tobacco Settlement Trust, the Intergovernmental Trust and the loans to political subdivisions for

drinking water and clean water projects.

The net position for business-type activities chiefly represents cash set aside for future unemployment insurance benefits.
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STATE OF NEBRASKA
Net Position as of June 30
(in millions of dollars)

Governmental Business-type Total Primary
Activities Activities Government
2015 2014 2015 2014 2015 2014
Current and Other
Non-current Assets $ 5695 $ 5464 $ 628 $ 605 $ 6,323 % 6,069
Capital Assets 8,689 8,590 7 7 8,696 8,597
Total Assets 14,384 14,054 635 612 15,019 14,666
Deferred Outflows of Resources 64 48 - - 64 48
Non-current Liabilities 691 907 27 29 718 936
Other Liabilities 1,248 1,165 47 26 1,295 1,191
Total Liabilities 1,939 2,072 74 55 2,013 2,127
Deferred Inflows of Resources 183 - - - 183 -
Net position:
Net Investment in Capital Assets 8,674 8,572 7 7 8,681 8,579
Restricted 2,495 2,430 466 462 2,961 2,892
Unrestricted 1,157 1,028 88 88 1,245 1,116
Total Net Position $ 12,326 $ 12,030 $ 561 $ 557 § 12,887 § 12,587

Governmental Activities
Net Postion - Total $12,326 million

Approximately 76% of the State’s non-capital assets consist of cash and investments. It should be noted that $139 million
in 2015 and $200 million in 2014 of such assets represent “Securities Lending Collateral,” an amount established in
accordance with GASB guidelines to record a lending transaction. Since the asset is offset by a corresponding equal
liability, the effect on net position is zero and thus the asset cannot be spent. (For more detail, see Note 2 to the financial
statements.) Receivables, chiefly from taxes and the federal government, represent 17% of the non-capital assets.

Liabilities largely reflect three groupings which represent 96% of total State liabilities, not including the obligations under
securities lending explained in the above paragraph. These are operational payables, which consist of accounts payable
and accrued liabilities totaling $703 million in 2015 ($540 million in 2014); tax refunds payable of $381 million
($383 million in 2014); and long-term payables, discussed in the following paragraph.
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Since the State’s Constitution generally prohibits the State from incurring debt, the Statement of Net Position presents few
long-term liabilities (shown as noncurrent liabilities), which total $718 million in 2015 ($936 million in 2014). The
majority of such liabilities are for claims payable for workers’ compensation, medical excess liability, litigation,
unemployment insurance, and employee health insurance totaling $105 million in 2015 ($106 million in 2014), Medicaid
claims for $176 million in 2015 ($169 million in 2014), the State’s liability for pension funds of $289 million in 2015
($506 million in 2014), and the calculated amount for vested sick leave due to employees when they retire and accrued
vacation of $132 million in 2015 ($130 million for 2014). Another minor amount of long-term liabilities consists of
capital lease obligations (See Note 8 to the Financial Statements), which totaled $15 million at June 30, 2015, compared
to $18 million at June 30, 2014.

The $296 million increase in net position of Governmental Activities for 2015, was due to a $102 million increase in the
net investment in capital assets, a $65 million increase in restricted net position, and a $129 million increase in

unrestricted net position. The major source of the increase was a $212 million increase in taxes collected.

At the end of June 30, 2015, the State reported a positive balance in all of the three categories of net position.
Changes in Net Position
The condensed financial information on the following page was derived from the Government-Wide Statement of

Activities and reflects how the State’s net position changed during the year. Following that table is management’s analysis
of the changes in net position for 2015, analyzing both the governmental activities and the business-type activities.
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STATE OF NEBRASKA
CHANGES IN NET POSITION FOR THE YEAR ENDED JUNE 30

(in millions of dollars)

Governmental Business-type Total Primary
Activities Activities Government
2015 2014 2015 2014 2015 2014
REVENUES
Program Revenues
Charges for Services $ 612 $ 597 $ 284  $ 308 $ 896 $ 905
Operating Grants and Contributions 2,648 2,622 - - 2,648 2,622
Capital Grants and Contributions 3 19 - - 3 19
General Revenues
Taxes 4,976 4,764 - - 4,976 4,764
Unrestricted Investment Earnings 89 223 12 15 101 238
Miscellaneous 2 3 - - 2 3
Total Revenues 8,330 8,228 296 323 8,626 8,551
EXPENSES
General Government 548 507 - - 548 507
Conservation of Natural Resources 150 143 - - 150 143
Culture - Recreation 32 31 - - 32 31
Economic Development and Assistance 109 89 - - 109 89
Education 1,724 1,712 - - 1,724 1,712
Higher Education - Colleges and Universities 651 618 - - 651 618
Health and Social Services 3,350 3,242 - - 3,350 3,242
Public Safety 408 376 - - 408 376
Regulation of Business and Professions 125 124 - - 125 124
Transportation 982 920 - - 982 920
Interest on Long-term Debt 1 1 - - 1 1
Net Pension Expense 29 - - - 29 -
Unemployment Insurance - - 94 122 94 122
Lottery - - 123 121 123 121
Excess Liability - - 6 1 6 1
Cornhusker State Industries - - 13 12 13 12
Total Expenses 8,109 7,763 236 256 8,345 8,019
Excess Before Transfers and
Contributions to Permanent Fund Principal 221 465 60 67 281 532
Net Transfers In (Out) 56 38 (56) (38) - -
Contributions to Permanent Fund Principal 19 21 - - 19 21
Increase in Net Position 296 524 4 29 300 553
Net Position - Beginning (as restated) 12,030 11,506 557 528 12,587 12,034
Net Position - Ending $ 12326 § 12,030 § 561 § 557 $§ 12,887 $§ 12,587

Governmental Activities

Governmental activities increased the State’s net position by $296 million in 2015 ($524 million increase in 2014) and
represent 97% of all primary government revenues. Program revenues from governmental activities were $3,263 million
and were used to partially offset program expenses of $8,109 million, leaving net expenses of $4,846 million. Only 7% of
total expenses were incurred for general government services. General revenues from taxes, investment earnings, and
miscellaneous sources, plus contributions to the permanent fund principal, and transfers, totaling $5,142 million, were
$296 million more than the remaining costs of the governmental activities’ programs as shown below.

Tax revenues were up $212 million, over 2014, compared to an increase of $200 million in 2014 over 2013. Program
revenues increased 1% from 2014, chiefly due to income from operating grants being up $26 million. Increases in general
government, health and social services and transportation expenses contributed to the $346 million increase in program
expenses. The change in Net Position decreased $228 million from 2014 to 2015 compared to the $6 million decrease
from 2013 to 2014. While the General Fund has more investments than other programs, it maintains safer investments and
actually showed a decrease in investment income in 2015 over 2014 of $8 million, which was a smaller change than the
$134 million decrease for governmental activities as investment gains started decreasing during 2015.
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STATE OF NEBRASKA

Governmental Activities
As of June 30, 2015

Revenues - Total $8,330 million

Unrestricted Investment Charges for Services
Earnings 7.3%
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Expenses - Total $8,109 million
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Program expenses, net of revenue, increased by $321 million in 2015, over 2014, as shown below:

GOVERNMENTAL ACTIVITIES

(in millions of dollars)

2015 2014
Program Expenses, Net of Revenue
General Government $ (424) $ (413)
Conservation of Natural Resources (44) (51)
Culture - Recreation (6) (7)
Economic Development and Assistance (64) (36)
Education (1,323) (1,317)
Higher Education - Colleges and University (651) (618)
Health and Social Services (1,501) (1,379)
Public Safety (281) (266)
Regulation of Business and Professions 17 11
Transportation (539) (448)
Interest on Long-Term Debt (1) (1)
Net Pension Expense (29) -
Subtotal (4,846) (4,525)
General Revenues
Taxes 4,976 4,764
Unrestricted Investment Earnings 89 223
Miscellaneous 2 3
Transfers 56 38
Contributions to Permanent Fund Principal 19 21
Increase in Net Position $ 296 $ 524

Four functional areas of the State comprise 83% of the expenses of all Governmental Activities: Education, Higher
Education, Health and Social Services and Transportation. Education expenses were up $12 million, Health and Social
Services was up $108 million, Higher Education was up $33 million, and Transportation expenses were up $62 million.
All the other functional areas had small variances in net expenses.

Business-type Activities

The business-type activities increased the State’s net position by $4 million for 2015, which was net of a $56 million
transfer to governmental activities. Most of the $284 million of business-type activities’ program revenues were related to
the business assessment fees in the Unemployment Insurance Fund and Lottery Fund revenues. The Unemployment
Insurance Fund had operating income of $14 million in 2015. This gain, when combined with transfers and $10 million in
investment income, produced a $5 million increase in net position for the Unemployment Insurance Fund. Lottery
revenues of $160 million generated operating income of $37 million, which was offset by a $37 million transfer to
Governmental Activities. The lottery transfer was used primarily for education and environmental studies.
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FINANCIAL ANALYSIS OF THE STATE’S FUNDS

As noted earlier, the State uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental Funds

The focus of the State’s Governmental Funds is to provide information on near-term inflows and outflows and the
availability of spendable resources. At June 30, 2015, the State’s Governmental Funds reported combined ending fund
balances of $3,975 million. Of this amount, $552 million is nonspendable, either due to its form or legal constraints, and
$1,931 million is restricted for specific programs by external constraints, constitutional provisions, or contractual
obligations. Revenue restricted by enabling legislation, and public school land lease revenues are included in restricted
fund balance. An additional $827 million of total fund balance has been committed to specific purposes. Committed
amounts cannot be used for any other purpose unless approved by the Legislature. An additional $50 million of total fund
balance has been assigned to specific purposes, as expressed by legislative intent. The remaining $615 million is
unassigned and available for appropriations.

General Fund

The General Fund is the chief operating fund of the State. The major General Fund liability is the estimated tax refunds
payable of $370 million. However, such refunds payable are $44 million less than the expected taxes owed the State.
Other assets of the General Fund available to pay non tax-refund liabilities exceed such liabilities by $1,339 million.

On June 30, 2014, the General Fund had a positive fund balance of $1,262 million. For 2015 expenditures increased
$287 million from 2014 and revenues increased by $186 million. The revenues were $98 million more than expenditures
for 2015 while revenues were $200 million more than expenditures in 2014. The General Fund balance in 2015 increased
by $82 million, after adjusting for transfers in and out of the General Fund, ending with a fund balance of $1,344 million
on June 30, 2015.

Revenues in 2015 increased significantly more than anticipated and were up $186 million over 2014. This increase was
chiefly due to an increase in income tax revenue of $189 million (a 8% increase) over 2014, an increase in sales and use
tax revenue of $18 million (a 1% increase) over 2014, and decrease in investment income of $8 million (a 24% decrease)
over 2014. Expenditures were less than budgeted due to continued efforts by agency heads to be conservative in spending.
A net increase in expenditures was caused chiefly in five areas. Education expenditures increased $50 million and Higher
Education — Colleges and University expenditures increased $22 million due to increased aid to education, which had
been a major initiative of the Governor. Health and Social Services expenditures increased $106 million due to increased
aid, while General Government expenditures increased $80 million, mainly because Supreme Court hired additional staff
and incurred related operational expenditures for juvenile probation; and, Public Safety expenditures increased
$19 million, mainly due to an increase in payroll for public safety personnel.

To compensate for any downturns in revenues, the State has maintained a budgetary basis Cash Reserve Fund. While this
Cash Reserve Fund is commingled with General Fund cash in the General Fund financial statements, it is separate and
distinct in that, by State Statute, it can only be used (1) when the cash balance of the General Fund is insufficient to meet
General Fund current obligations and (2) for legislatively mandated transfers to other funds. Any money transferred in
accordance with item one above must be repaid as soon as there is sufficient cash in the General Fund cash account to do
so. No such need existed in 2015.

The Cash Reserve Fund was at $384 million at the beginning of 2014. In 2014 there was a net statutory transfer to the
Fund from the General Fund of $335 million, leaving a Cash Reserve Fund balance at June 30, 2014 of $719 million. In
2015, there was a statutory transfer from the Fund to the General Fund of $68 million and other net transfers in of
$77 million leaving a Fund balance of $728 million at June 30, 2015. The Cash Reserve Fund is reflected as committed to
economic stabilization on the governmental funds balance sheet.
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Other Governmental Funds

Other governmental fund balances totaled $2,631 million at June 30, 2015. Of this amount, $550 million is nonspendable,
either due to its form or legal constraints, and $1,931 million is restricted for specific programs by external constraints,
constitutional provisions, or contractual obligations. An additional $100 million of total fund balance has been committed
to specific purposes. The remaining $50 million of total fund balance has been assigned to specific purposes, as expressed
by legislative intent.

The three major funds presented as special revenue funds are the Highway Fund, the Federal Fund and the Health and
Social Services Fund, with total fund balances of $801 million. The non-major special revenue fund balances totaled
$919 million.

Governmental funds other than the General Fund saw an increase in fund balances of $34 million. The fund balances of
the following funds increased: the Permanent School Fund ($23 million), and the other Nonmajor Funds ($51 million.)
The fund balances of the following funds decreased: the Highway Fund ($27 million), the Health and Social Service Fund
($8 million), and the Federal Fund ($4 million).

The Highway Fund had a $21 million increase in sales and use taxes, a $26 million decrease in federal grants revenue and
a $54 million increase in operating expenses. These changes are why the Highway Fund had a $27 million decrease in its
fund balance in 2015 as opposed to a $32 million increase in 2014.

The activity in the Federal Fund represents federal funds received, and each year’s spending should generally approximate
grant funds received. In 2015 there was an increase in federal grants and contracts of $40 million and investment income
decreased $1 million. Expenditures in 2015 increased by $7 million for Education, decreased $1 million for Conservation
of Natural Resources, increased $10 million for Economic Development and Assistance, increased $7 million for Health
and Social Services, and increased $16 million for Public Safety. Revenues exceeded expenditures by $7 million before
transfers. Transfers out increased $18 million in 2015 compared to a decrease of $2 million in 2014. At the end of 2015
there was a net decrease in the fund of $4 million, compared to a $1 million decrease in 2014.

The Health and Social Services Fund consists of the Intergovernmental Trust Fund and the Tobacco Settlement Trust
Fund, in addition to various cash funds. Such cash funds receive transfers from such trust funds, income from charges for
services and some tax revenue, among other income. The funds had a $48 million decrease in investment income in 2015
(chiefly due to changes in the market value of investments) compared to a $27 million increase in 2014. There was a
$8 million decrease in fund balance in 2015, as opposed to a $55 million increase in 2014.

The Permanent School Fund had a $66 million decrease in revenue, chiefly due to a $67 million decrease in investment
income caused by changes in the market value of investments in 2015, compared to a $29 million investment income
increase in 2014 (when compared to 2013). Expenditures increased $7 million in 2015. There was a $23 million increase
in fund balance in 2015, as opposed to a $95 million increase in 2014, a change of $72 million.

The Nonmajor Funds revenues increased $25 million compared to 2014. Expenditures increased $10 million in Economic
Development and Assistance, increased $11 million in Higher Education — Colleges and University, and increased $16
million in Health and Social Services. There were $95 million in net transfers in for the Nonmajor Funds in 2015 versus
$29 million in net transfers in for 2014. As a result, the fund balances increased $51 million in 2015 as opposed to a
$21 million increase in 2014.

Proprietary Funds

The State’s proprietary funds provide the same type of information discussed earlier in the government-wide financial
statements under Business-type Activities, but in more detail. The State’s one major proprietary fund, the Unemployment
Insurance Fund, reported net position of $464 million at the end of 2015. This fund’s net position increased $5 million in
2015, because business assessment fees exceeded unemployment claims paid out by $13 million, investment earnings of
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$10 million and other changes. Other proprietary or enterprise funds, the Lottery Fund, the Excess Liability Fund (the
fund established to provide limited liability for physicians working in Nebraska) and Cornhusker State Industries (an
operation that utilizes incarcerated persons to manufacture and sell items) had combined income of $37 million prior to a
$37 million transfer from the Lottery’s net income to governmental funds. Such transfer was used primarily for education
and environmental studies. The Excess Liability Fund had an operating loss of $1 million and earned $2 million in
investment earnings for a net position increase of $1 million.

Fiduciary Funds

The Pension Trust Funds represent the majority of the fiduciary funds. Such Pension Trust Fund’s net position increased
$402 million to $12,943 million in 2015 due to a strong performance by the stock market in 2015. Interest and dividend
income in 2015 was $152 million versus $139 million in 2014. Benefits, refunds and related administrative expenses
exceeded the contributions to the plans by $135 million. In another trust fund recorded in the Private Purpose Trust Funds,
contributions from State participants received by the College Savings Plan totaled $377 million. The total net position in
the College Savings Plan now totals over three billion dollars.

ANALYSIS OF GENERAL FUND BUDGET VARIATIONS

Even though there is a relatively stable economy in the Midwest, in 2015 the State continued to rebound from the effects
of the national recession. Forecasted revenues, upon which the State’s budgeted General Fund expenditures are based,
were anticipated to increase in 2015 by only $88 million over 2014 net tax revenue of $4,017 million. This forecasted
increase was smaller due to the enactment of LB84, which redirected the revenue generated from one-quarter of one
percent of the State’s 5.5% sales tax rate beginning July 1, 2013 toward state, county and municipal road construction.
Because revenues continued to show an increasing trend during 2015, the State’s Forecasting Board made two new
forecasts throughout the year. At the end, the forecasted net tax revenues were $75 million above the original forecast.
However, that increased forecast was still less than actual tax revenues of $4,190 million by $10 million, leaving the State
with actual tax revenues, net of refunds, of $85 million above the original budget on a budgetary basis. Agencies
continued to watch their General Fund expenditures and spent $389 million less than the final appropriated amount. This
reduction, when coupled with the increased tax revenues, caused the State to finish 2015 with General Fund revenues of
$217 million more than expenditures on a budgetary basis, prior to net transfers out. There was a net $153 million
transferred out for specific purposes. The fund balance on a budgetary basis increased from $1,392 million at the
beginning of the fiscal year to $1,455 million at June 30, 2015.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal year 2015, the State had invested $8.7 billion, net of accumulated depreciation, in capital assets as
reported in the Statement of Net Position and summarized in the table below. Depreciation expense for 2015 totaled
$48 million, compared to $48 million for 2014.

CAPITAL ASSETS AS OF JUNE 30

(net of depreciation in millions of dollars)

Governmental Business-type Total Primary

Activities Activities Government
2015 2014 2015 2014 2015 2014
Land $ 579 $ 573 $ -3 -3 579 $ 573
Buildings and Equipment 458 470 7 7 465 477
Infrastructure 7,330 7,246 - - 7,330 7,246
Subtotal 8,367 8,289 7 7 8,374 8,296
Construction in Progress 322 301 - - 322 301
Total $ 8,689 § 8590 $ 7 3 73 869% $ 8,597
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Infrastructure (roads, bridges, dams, etc.) is by far the largest group of assets owned by the State. GASB Statement No. 34
requires the State to select one of two methods to account for its infrastructure assets. One process is to record
depreciation expense on selected infrastructure assets. The State has adopted an alternative method, referred to as the
modified approach. Under this method, the State expenses certain maintenance and preservation costs and does not record
any depreciation expense. Assets accounted for under the modified approach include approximately 10,000 miles of roads
that the State is responsible to maintain.

In assessing the condition of State roads, the State’s goal is to maintain at least an overall system rating of 72 or above
using the Nebraska Serviceability Index. The most recent condition assessment, completed for calendar year 2014,
indicated an overall system rating of 81, a rating that has been very consistent over the past six years.

For 2015, it was estimated that the State needed to spend $327 million to preserve and maintain the roads at the
abovementioned level. The State actually spent $348 million on roads in 2015, compared to $300 million in 2014. For
2016, it is estimated that the State needs to spend $306 million, a decrease from actual 2015 and an increase from the
average of the previous five years.

The State also spent $88 million on capitalized infrastructure and land purchases relating to roads in 2015 ($177 million in
2014), most notably reconstructing (a) Interstate 80 by Lincoln, (b) Highway 133, North of Highway 36, and (c) Highway
35, Northeast of Norfolk. Major land purchases included land purchased near four State highways. At June 30, 2015, the
State had contractual commitments of $712 million for various highway and building projects. Most of the related
expenditures will be expensed and not capitalized. (See Notes 1.J and 4 to the financial statements.) These commitments
are $66 million more than at June 30, 2014 as a result of new highway construction and repair work being financed by the
federal government.

During 2015, the State added $39 million of new depreciable capital assets, both buildings and equipment. A more
detailed analysis of capital assets is shown in Note 4 to the financial statements.

Long-Term Debt

Long-term debt related to capital assets is minimal for reasons previously stated. For further detail and analysis of long-
term debt, see Notes 8 and 14 to the financial statements.

CERTAIN LONG-TERM DEBT AS OF JUNE 30
(in millions of dollars)

GOVERNMENTAL ACTIVITIES
2015 2014
Capitalized Leases: $ 15 $ 18

There were no new bonds issued or outstanding in 2015 or 2014. Two new capitalized leases were added in 2015 (three
leases were added in 2014). Bonds and Certificates of Participation for leases issued on behalf of the State maintain an
Aa?2 rating from Moody’s. Standard and Poor’s has issued an AAA rating for the State as a whole.
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FACTORS THAT WILL AFFECT THE FUTURE

The state and national economies are improving, which has resulted in forecasted growth in tax receipts. Tax revenues
have improved and have exceeded projections during the last year. Net General Fund revenues for 2016 are currently
projected to exceed actual 2015 revenues by $98 million on a nominal basis. The State has a low unemployment rate and
has borrowed no money from the federal government for the State’s Unemployment Insurance Fund. The Legislature has
responded to the market effect on defined benefit retirement plans by enacting legislation that improves both the short-
term and long-term funding outlook for these plans.

The State does face a number of challenges in the coming years. National healthcare policy, including the potential for
increased participation in the Medicaid program and the ongoing increase in healthcare costs present challenges to the
State. In addition, the growth in recent years in the prison inmate population presents an additional challenge due to
increased operating costs and possible capital asset improvements. There is also a need for continuous monitoring of the
school finance formula to ensure sustainable growth in aid to education for K-12 schools, easily the largest General Fund
financial commitment annually.

To help offset any future economic downturns, as previously explained, the State maintains a Cash Reserve Fund. As of
June 30, 2015, this Fund had a $728 million balance. A transfer of $85 million, representing the amount the state fiscal
year 2014-15 revenues exceeded the certified forecast, was made from the General Fund to the Cash Reserve Fund in
July 2015 as statutorily required. This and other transfers resulted in a Cash Reserve Fund balance of $779 million at
November 30, 2015. Future significant statutory disbursements from this fund include $76 million to be transferred to the
Capital Projects Fund.

CONTACTING THE STATE ACCOUNTING OFFICE

This report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general overview of
the State’s finances and to demonstrate the State’s accountability for the money it receives. If you have any questions
about this report or need additional information, contact the State Accounting Division of Administrative Services, Suite
1309 State Capitol, Lincoln, NE 68509-4664, (402) 471-2581.

The State’s component units issue their own separately issued audited financial statements. These statements may be
obtained by directly contacting the component units or by going online to their websites. For the University of Nebraska,
contact the University of Nebraska, Director of University Accounting, 3835 Holdrege, Lincoln, NE 68583, (402) 472-
2111 or online at http://www.nebraska.edu/administration/business-and-finance/accounting-and-finance.html. For the
State College System, contact the Nebraska State College System, Fiscal and Facilities Management, Box 94605, Lincoln,
NE 68509-4605, (402) 471-2505 or online at http://www.nscs.edu/.
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State of Nebraska

STATEMENT OF NET POSITION

June 30, 2015

(Dollars in Thousands)

PRIMARY GOVERNMENT

GOVERNMENTAL BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTALS UNITS
ASSETS
Cash and Cash Equivalents $ 255,306 $ 436,449 $ 691,755 $ 630,037
Receivables, net of allowance
Taxes 462,958 - 462,958 -
Due from Federal Government 303,841 - 303,841 -
Other 240,215 52,173 292,388 441,819
Internal Balances (838) 838 - -
Investments 3,831,484 129,809 3,961,293 2,259,758
Loans Receivable 330,255 - 330,255 37,277
Investment in Joint Venture - - - 343,098
Net Pension Asset 107,658 - 107,658 -
Other Assets 27,777 3,192 30,969 30,905
Restricted Assets:
Cash and Cash Equivalents 1,188 - 1,188 589,754
Other - 2,414 2,414 26,901
Securities Lending Collateral 134,952 3,648 138,600 -
Capital assets:
Land 579,205 315 579,520 92,720
Infrastructure 7,329,963 - 7,329,963 -
Construction in Progress 321,610 - 321,610 383,663
Land Improvements - - - 240,832
Buildings and Equipment 1,144,854 14,282 1,159,136 2,899,362
Less Accumulated Depreciation (686,241) (7,567) (693,808) (1,102,760)
Total Capital Assets 8,689,391 7,030 8,696,421 2,513,817
Total Assets $ 14,384,187 $ 635,553 $ 15,019,740 $ 6,873,366
DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflow related to pensions $ 63,841 $ -$ 63,841 $ -
Deferred loss on bond refunding - - - 6,869
Total Deferred Outflows of Resources $ 63,841 $ - $ 63,841 $ 6,869
LIABILITIES
Accounts Payable and Accrued Liabilities $ 661,982 $ 40,724 $ 702,706 $ 262,328
Tax Refunds Payable 380,874 - 380,874 -
Deposits 14,421 - 14,421 21,713
Unearned Revenue 56,479 2,461 58,940 92,040
Obligations under Securities Lending 134,952 3,648 138,600 -
Noncurrent Liabilities:
Due within one year 225,253 13,403 238,656 134,816
Due in more than one year 176,026 14,014 190,040 865,938
Net Pension Liability 289,309 - 289,309 -
Total Liabilities $ 1,939,296 $ 74,250 $ 2,013,546 $ 1,376,835
DEFERRED INFLOWS OF RESOURCES
Deferred Inflow related to pensions $ 182,710 $ -3 182,710 $ -
Deferred service concession arrangement receipts - - - 16,780
Total Deferred Inflows of Resources $ 182,710 $ - $ 182,710 $ 16,780
NET POSITION
Net Investment in Capital Assets $ 8,673,916 $ 7,030 $ 8,680,946 $ 1,836,720
Restricted for:
Education 15,535 - 15,535 2,042,979
Health and Social Services 554,355 - 554,355 -
Conservation of Natural Resources 579,913 - 579,913 -
Transportation 269,184 - 269,184 -
Licensing and Regulation 97,126 - 97,126 -
Other Purposes 168,197 2,414 170,611 331,499
Unemployment Insurance Benefits - 464,321 464,321 -
Debt Service and Construction - - - 451,874
Permanent Trusts:
Nonexpendable 545,540 - 545,540 -
Expendable 265,523 - 265,523 -
Unrestricted 1,156,733 87,538 1,244,271 823,548
Total Net Position $ 12,326,022 $ 561,303 $ 12,887,325 $ 5,486,620

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2015

(Dollars in Thousands)

PROGRAM REVENUES

OPERATING CAPITAL
CHARGES FOR GRANTS AND GRANTS AND
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS
PRIMARY GOVERNMENT:
Governmental Activities:
General Government 548,000 $ 90,319 § 33,930 -
Conservation of Natural Resources 149,492 33,624 69,792 1,764
Culture — Recreation 31,410 22,752 2,625 51
Economic Development and Assistance 109,318 1,758 43,834 -
Education 1,723,893 49,350 351,725 -
Higher Education - Colleges and University 651,138 - - -
Health and Social Services 3,350,345 130,645 1,719,118 -
Public Safety 408,096 34,918 90,880 1,505
Regulation of Business and Professions 125,207 139,275 2,566 -
Transportation 981,999 109,427 333,703 -
Interest on Long-term Debt 1,289 - - -
Net Pension Expense 29,409 - - -
Total governmental activities 8,109,596 612,068 2,648,173 3,320
Business-type activities:
Unemployment Insurance 93,612 107,613 - -
Lottery 123,278 159,968 - -
Excess Liability 5,755 4,519 - -
Cornhusker State Industries 13,066 12,099 - -
Total business-type activities 235,711 284,199 - -
Total Primary Government 8,345,307 § 896,267 $ 2,648,173 3,320
COMPONENT UNITS:
University of Nebraska 2,079,376  $ 975,247  $ 368,113 (30,861)
State Colleges 120,484 46,578 16,578 2,085
Total Component Units 2,199,860 $ 1,021,825 § 384,691 (28,776)

The accompanying notes are an integral part of the financial statements.
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General revenues:
Income Taxes
Sales and Use Taxes
Petroleum Taxes
Excise Taxes

Business and Franchise Taxes

Other Taxes

Unrestricted Investment earnings

Miscellaneous

Payments from the State of Nebraska
Contributions to Permanent Fund Principal

Transfers

Total General Revenues and Transfers

Change in Net Position

Net Position - Beginning (as restated)

Net Position - Ending



NET (EXPENSE) REVENUE AND

CHANGES IN NET POSITION

The accompanying notes are an integral part of the financial statements.
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COMPONENT
UNITS

(766,877)
(55,243)

(822,120)

1,027,652

205,532
5,281,088

PRIMARY GOVERNMENT
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL

$ (423,751) $ - (423,751)
(44,312) - (44,312)
(5,982) - (5,982)
(63,726) - (63,726)
(1,322,818) - (1,322,818)
(651,138) - (651,138)
(1,500,582) - (1,500,582)
(280,793) - (280,793)

16,634 - 16,634
(538,869) - (538,869)
(1,289) - (1,289)
(29,409) - (29,409)
(4,846,035) - (4,846,035)

- 14,001 14,001

- 36,690 36,690
- (1,236) (1,236)
- (967) (967)

- 48,488 48,488
$ (4,846,035) $ 48,488 (4,797,547)
$ - $ - -
$ - $ - -
2,578,226 - 2,578,226

1,829,956 - 1,829,956

345,357 - 345,357

129,390 - 129,390

85,959 - 85,959

7,117 - 7,117

88,736 12,018 100,754

1,548 14 1,562

19,331 - 19,331

56,299 (56,299) -

5,141,919 (44,267) 5,097,652

295,884 4,221 300,105

12,030,138 557,082 12,587,220

$ 12,326,022 $ 561,303 12,887,325

5,486,620




State of Nebraska
BALANCE SHEET

GOVERNMENTAL FUNDS
June 30, 2015
(Dollars in Thousands) HEALTH PERMANENT
GENERAL HIGHWAY FEDERAL AND SOCIAL SCHOOL NONMAJOR
FUND FUND FUND SERVICES FUND FUNDS TOTALS
Assets
Assets:
Cash and Cash Equivalents $ 68,446 $ 12,700 $ 2,589 $ 2,859 $ 1,694 $ 41,899 $ 130,187
Cash on Deposit with Fiscal Agents - - - - - 1,188 1,188
Investments 1,434,518 275,104 61,102 527,999 782,117 750,644 3,831,484
Securities Lending Collateral 64,118 12,296 3,398 9,155 13,700 32,285 134,952
Receivables, net of allowance
Taxes 413,612 48,573 - - - 773 462,958
Due from Federal Government 4 34,836 267,559 - - 1,442 303,841
Loans - - 12,350 210 - 317,695 330,255
Other 34,217 6,446 35,840 28,763 113,444 19,671 238,381
Due from Other Funds 74,010 82 241 3,564 - 1,848 79,745
Inventories 674 3,628 158 213 - 325 4,998
Prepaid ltems 906 8 3 - - 207 1,124
Other 541 - 4 - 18,320 883 19,748
Total Assets $ 2,091,046 § 393,673 $ 383,244 $ 572,763 $ 929,275 $ 1,168,860 $ 5,538,861
Liabilities, Deferred Inflows of Resources
and Fund Balances
Liabilities:
Accounts Payable and Accrued Liabilites ~ $ 120,893 $ 101,474 $ 166,278 $ 7,037 $ 155,037 $ 48,947 $ 599,666
Tax Refunds Payable 369,695 11,178 - - - 1 380,874
Deposits 542 1,551 8,485 606 256 2,981 14,421
Due to Other Funds 60,006 4,087 84,391 1,502 7 6,296 156,289
Obligations under Securities Lending 64,118 12,296 3,398 9,155 13,700 32,285 134,952
Claims Payable 90,025 - 74,664 - - - 164,689
Unearned Revenue 3,344 - 43,785 21 9,030 - 56,180
Total Liabilities 708,623 130,586 381,001 18,321 178,030 90,510 1,507,071
Deferred Inflows of Resources:
Revenues not yet available 38,245 - - 18,721 - - 56,966
Fund Balances:
Nonspendable:
Inventories and Prepaid Iltems 1,580 3,636 161 213 - 532 6,122
Endowment Principal - - - - 526,025 19,515 545,540
Restricted - 259,451 2,082 534,963 225,220 909,396 1,931,112
Committed 727,835 - - - - 99,358 827,193
Assigned - - - 545 - 49,549 50,094
Unassigned 614,763 - - - - - 614,763
Total Fund Balances 1,344,178 263,087 2,243 535,721 751,245 1,078,350 3,974,824
Total Liabilities, Deferred Inflows of Resources
and Fund Balances $ 2,091,046 § 393,673 $ 383244 $ 572,763 $ 929,275 $§ 1,168,860 $§ 5,538,861

The accompanying notes are an integral part of the financial statements.
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State of Nebraska
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL

FUNDS TO THE STATEMENT OF NET POSITION
June 30, 2015

(Dollars in Thousands)
Total fund balances for governmental funds $ 3,974,824

Amounts reported for governmental activities in the Statement of Net Position are
different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. These assets consist of:

Land 579,205
Infrastructure 7,329,963
Construction in progress 321,610
Other capital assets 1,052,523
Accumulated depreciation (617,765) 8,665,536

Certain tax revenues and charges are earned but not available and
therefore are unearned in the funds. 56,966

Internal service funds are used by management to charge the costs of
certain activities to individual funds. The assets and liabilities of the
internal service funds are included in governmental activities in the
Statement of Net Position. 68,097

Deferred Inflows and Outflows related to Pension, they are not related
to governmental funds. These Deferred Inflows & Outflows consist of:

Deferred Inflows related to Pension (182,710)
Deferred Outflows related to Pension 63,841 (118,869)

Certain long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds. Those liabilities consist of:

Capital leases (545)

Compensated absences (126,510)

Net pension liability/asset (181,651)

Claims and judgments (11,826) (320,532)
Net position of governmental activities $ 12,326,022

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
For the Year Ended June 30, 2015

(Dollars in Thousands)

HEALTH PERMANENT

GENERAL HIGHWAY FEDERAL AND SOCIAL SCHOOL NONMAJOR
FUND FUND FUND SERVICES FUND FUNDS TOTALS
REVENUES
Income Taxes $ 2,572,282 % -$ -$ 4,339 $ -$ - 2,576,621
Sales and Use Taxes 1,548,642 270,085 - - - 14,974 1,833,701
Petroleum Taxes - 332,105 - - 4,364 13,252 349,721
Excise Taxes 68,871 - - 8,452 - 52,067 129,390
Business and Franchise Taxes 59,318 - - - - 26,641 85,959
Other Taxes 359 2,728 - - - 4,030 7117
Federal Grants and Contracts 28 318,889 2,305,228 104 - 27,106 2,651,355
Licenses, Fees and Permits 20,573 87,867 642 56,921 679 151,516 318,198
Charges for Services 2,787 19,186 6,347 24,663 - 56,224 109,207
Investment Income 26,195 4,500 1,200 18,215 21,205 14,896 86,211
Rental Income 13 465 5 371 46,599 23,457 70,910
Surcharge - - - - - 49,819 49,819
Other 10,496 1,842 373 19,011 14,971 19,560 66,253
Total Revenues 4,309,564 1,037,667 2,313,795 132,076 87,818 453,542 8,334,462
EXPENDITURES
Current:
General Government 468,214 - 6,531 - - 76,552 551,297
Conservation of Natural Resources 44,993 - 34,238 - - 72,077 151,308
Culture — Recreation 8,902 - 2,284 - - 27,467 38,653
Economic Development and Assistance 13,236 - 61,369 - - 35,371 109,976
Education 1,331,439 - 356,383 - 65,270 21,003 1,774,095
Higher Education - Colleges and University 612,444 - - - - 38,694 651,138
Health and Social Services 1,449,979 - 1,751,847 134,079 - 19,160 3,355,065
Public Safety 277,980 - 91,102 - - 45,153 414,235
Regulation of Business and Professions 4,006 - 2,606 - - 118,487 125,099
Transportation - 1,059,154 - - - 17,651 1,076,805
Capital Projects - - - - - 19,824 19,824
Debt Service:
Principal - - - - - 6,995 6,995
Interest - - - - - 1,090 1,090
Total Expenditures 4,211,193 1,059,154 2,306,360 134,079 65,270 499,524 8,275,580
Excess (Deficiency) of Revenues
Over (Under) Expenditures 98,371 (21,487) 7,435 (2,003) 22,548 (45,982) 58,882
OTHER FINANCING SOURCES (USES)
Transfers In 56,843 12,515 16,167 1,206 - 162,326 249,057
Transfers Out (72,794) (17,588) (27,678) (7,816) - (66,882) (192,758)
Proceeds from Other Financing Arrangements - - - - - 1,430 1,430
Proceeds from Capital Leases - - - 215 - - 215
Total Other Financing Sources (Uses) (15,951) (5,073) (11,511) (6,395) - 96,874 57,944
Net Change in Fund Balances 82,420 (26,560) (4,076) (8,398) 22,548 50,892 116,826
FUND BALANCES, JULY 1 1,261,758 289,647 6,319 544,119 728,697 1,027,458 3,857,998
FUND BALANCES, JUNE 30 $ 1,344,178 $ 263,087 $ 2,243 $ 535,721 $ 751,245 $ 1,078,350 § 3,974,824

The accompanying notes are an integral part of the financial statements.
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State of Nebraska
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES —

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2015

(Dollars in Thousands)
Net change in fund balances-total governmental funds $ 116,826

Amounts reported for governmental activities in the Statement of Activities
are different because:

Capital outlays are reported as expenditures in governmental funds. Sales of
capital assets are reported as revenues. However, in the Statement of
Activities, the cost of capital assets is allocated over their estimated useful
lives as depreciation expense. In the current period, these amounts are:

Capital outlay 141,211
Capital assets sold (200)
Depreciation expense (38,236) 102,775

Bond proceeds and other financing arrangements provide current financial
resources to governmental funds; however, issuing debt increases long-term
liabilities in the Statement of Net Position. In the current period, proceeds were
received from:

Other financing arrangements (1,430) (1,430)

Some capital additions were financed through capital leases. In governmental
funds, a capital lease arrangement is considered a source of financing,
but in the Statement of Net Position, the lease obligation is reported as a liability. (215)

Repayment of long-term debt and other financing arrangements is reported as
an expenditure in governmental funds, but the repayment reduces long-term
liabilities in the Statement of Net Position. In the current year these amounts
consisted of:

Other financing arrangement payments 6,995
Capital lease payments 50 7,045

Internal service funds are used by management to charge the costs of certain
activities to individual funds. The net revenue of the internal service funds is
reported with governmental activities. 6,702

Because some revenues will not be collected in the next year, they are not
considered available revenues and are deferred in the governmental funds.
Deferred inflows of resources decreased by this amount this year. (4,353)

Some items reported in the Statement of Activities do not require the use of current
financial resources and therefore are not reported as expenditures in
governmental funds. These activities consist of:

Increase in compensated absences (2,085)

Decrease in net pension liability/asset 241,818

Increase in deferred inflows related to pension (182,710)

Increase in deferred outflows related to pension 15,568

Increase in claims and judgments (4,057) 68,534
Change in net position of governmental activities 3 295,884

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF NET POSITION

PROPRIETARY FUNDS
June 30, 2015
(Dollars in Thousands) BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS GOVERNMENTAL
ACTIVITIES -
NONMAJOR INTERNAL
UNEMPLOYMENT ENTERPRISE SERVICE
INSURANCE FUNDS TOTALS FUNDS
ASSETS
Current Assets:
Cash and Cash Equivalents $ 394,502 $ 41,947 $ 436,449 $ 125,788
Receivables, net of allowance 23,289 28,884 52,173 1,755
Due from Other Funds - 1,071 1,071 29,287
Inventories - 2,769 2,769 408
Prepaid ltems - - - 1,499
Other - 423 423 -
Total Current Assets 417,791 75,094 492,885 158,737
Noncurrent Assets:
Restricted Long-Term Deposits - 2,414 2,414 -
Long-Term Investments 56,360 73,449 129,809 -
Securities Lending Collateral 2,519 1,129 3,648 -
Capital Assets:
Land - 315 315 -
Buildings and Equipment 324 13,958 14,282 92,331
Less Accumulated Depreciation (324) (7,243) (7,567) (68,476)
Total Capital Assets - 7,030 7,030 23,855
Total Noncurrent Assets 58,879 84,022 142,901 23,855
Total Assets $ 476,670 $ 159,116 $ 635,786 $ 182,592
LIABILITIES
Current Liabilities:
Accounts Payable and Accrued Liabilities $ 1,927 $ 38,797 $ 40,724 $ 15,506
Due to Other Funds 144 89 233 981
Capital Lease Obligations - - - 6,090
Claims, Judgments and Compensated Absences 7,759 5,644 13,403 43,003
Unearned Revenue - 2,461 2,461 299
Total Current Liabilities 9,830 46,991 56,821 65,879
Noncurrent Liabilities:
Capital Lease Obligations - - - 8,840
Claims, Judgments and Compensated Absences - 14,014 14,014 39,776
Obligations under Securities Lending 2,519 1,129 3,648 -
Total Noncurrent Liabilities 2,519 15,143 17,662 48,616
Total Liabilities $ 12,349 $ 62,134 $ 74,483 $ 114,495
NET POSITION
Net Investment in Capital Assets - 7,030 7,030 8,925
Restricted for:
Lottery Prizes - 2,414 2,414 -
Unemployment Insurance Benefits 464,321 - 464,321 -
Unrestricted - 87,538 87,538 59,172
Total Net Position $ 464,321 $ 96,982 $ 561,303 $ 68,097

The accompanying notes are an integral part of the financial statements.
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State of Nebraska
STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET POSITION

PROPRIETARY FUNDS
For the Year Ended June 30, 2015

(Dollars in Thousands) BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS GOVERNMENTAL
ACTIVITIES -
NONMAJOR INTERNAL
UNEMPLOYMENT ENTERPRISE SERVICE
INSURANCE FUNDS TOTALS FUNDS
OPERATING REVENUES
Charges for Services $ 106,435 $ 176,586 $ 283,021 $ 373,761
Federal 598 - 598 -
Other 580 - 580 1,363
Total Operating Revenues 107,613 176,586 284,199 375,124
OPERATING EXPENSES
Personal Services 66 6,295 6,361 36,075
Services and Supplies 8 35,312 35,320 118,865
Lottery Prizes - 94,696 94,696 -
Unemployment Claims 93,538 - 93,538 -
Insurance Claims - 5,331 5,331 205,297
Depreciation - 465 465 9,702
Total Operating Expenses 93,612 142,099 235,711 369,939
Operating Income (Loss) 14,001 34,487 48,488 5,185
NONOPERATING REVENUES (EXPENSES)
Investment Income 9,870 2,148 12,018 2,525
Gain (Loss) on Sale of Capital Assets - 14 14 (815)
Other - - - (193)
Total Nonoperating Revenues (Expenses) 9,870 2,162 12,032 1,517
Income (Loss) Before Transfers 23,871 36,649 60,520 6,702
Transfers Out (19,192) (37,107) (56,299) -
Change in Net Position 4,679 (458) 4,221 6,702
NET POSITION, JULY 1 459,642 97,440 557,082 61,395
NET POSITION, JUNE 30 $ 464,321 $ 96,982 $ 561,303 $ 68,097

The accompanying notes are an integral part of the financial statements.
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State of Nebraska
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS
For the Year Ended June 30, 2015

(Dollars in Thousands) BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS = GOVERNMENTAL
ACTIVITIES -
NONMAJOR INTERNAL
UNEMPLOYMENT ENTERPRISE SERVICE
INSURANCE FUNDS TOTALS FUNDS
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from Customers $ 110,799 $ 166,891 $ 277,690 $ 22,887
Cash Received from Interfund Charges - 9,766 9,766 335,591
Cash Received from Federal Government 598 - 598 -
Cash Paid to Employees (74) (6,229) (6,303) (36,092)
Cash Paid to Suppliers (2) (33,296) (33,298) (111,890)
Cash Paid for Lottery Prizes - (94,657) (94,657) -
Cash Paid for Insurance Claims (94,896) (4,960) (99,856) (197,844)
Cash Paid for Interfund Services (11) (1,161) (1,172) (9,761)
Net Cash Flows from Operating Activities 16,414 36,354 52,768 2,891
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers Out (19,192) (37,107) (56,299) -
Net Cash Flows from Noncapital Financing Activities (19,192) (37,107) (56,299) -
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES:
Acquisition and Construction of Capital Assets - (240) (240) (5,705)
Proceeds from Sale of Capital Assets - 14 14 1,111
Principal Paid on Capital Leases - - - (5,675)
Interest Paid on Capital Leases - - - (193)
Net Cash Flows from Capital and Related
Financing Activities - (226) (226) (10,462)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of Investment Securities - (202,229) (202,229) -
Proceeds from Sale of Investment Securities (999) 202,557 201,558 -
Interest and Dividend Income 9,871 2,926 12,797 2,589
Net Cash Flows from Investing Activities 8,872 3,254 12,126 2,589
Net Increase (Decrease) in Cash
and Cash Equivalents 6,094 2,275 8,369 (4,982)
CASH AND CASH EQUIVALENTS, JULY 1 388,408 39,672 428,080 130,770
CASH AND CASH EQUIVALENTS, JUNE 30 $ 394,502 $ 41,947 $ 436,449 $ 125,788

The accompanying notes are an integral part of the financial statements.
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State of Nebraska
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS (Continued)
For the Year Ended June 30, 2015

(Dollars in Thousands) BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS GOVERNMENTAL
ACTIVITIES -
NONMAJOR INTERNAL
UNEMPLOYMENT ENTERPRISE SERVICE
INSURANCE FUNDS TOTALS FUNDS

RECONCILIATION OF OPERATING INCOME TO NET CASH
FLOWS FROM OPERATING ACTIVITIES:
Operating Income (Loss) $ 14,001 $ 34,487 $ 48,488 $ 5,185
Adjustments to reconcile operating income (loss) to
net cash flows from operating activities:

Depreciation - 465 465 9,702
Change in Assets and Liabilities:
(Increase) Decrease in Receivables 3,607 (446) 3,161 (152)
(Increase) Decrease in Due from Other Funds - 289 289 (16,304)
(Increase) Decrease in Inventories - 409 409 (29)
(Increase) Decrease in Prepaid Items - 40 40 (241)
(Increase) Decrease in Long-Term Deposits - 61 61 -
Increase (Decrease) in Accounts Payable
and Accrued Liabilities 631 467 1,098 (3,012)
Increase (Decrease) in Due to Other Funds 144 17) 127 479
Increase (Decrease) in Claims Payable (1,969) 371 (1,598) 7,453
Increase (Decrease) in Unearned Revenue - 228 228 (190)
Total Adjustments 2,413 1,867 4,280 (2,294)
NET CASH FLOWS FROM OPERATING ACTIVITIES $ 16,414 $ 36,354 $ 52,768 $ 2,891
NONCASH TRANSACTIONS:

Noncash transactions are investing and financing activities that affect
assets and liabilities but do not result in cash receipts or payments.
The following noncash transactions occurred during the year:

Capital Assets acquired through Capital Leases $ - $ - $ - $ 2,810
Change in Fair Value of Investments - (772) (772) -
Total Noncash Transactions $ - $ (772) $ (772) $ 2,810

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUNDS
June 30, 2015
PRIVATE
(Dollars in Thousands) PENSION PURPOSE
TRUST TRUST AGENCY
ASSETS
Cash and Cash Equivalents $ 6,876 27,334 108,849
Investments:
U.S. Treasury Notes and Bonds 443,280 - -
Government Agency Securities 13,215 - -
Corporate Bonds 694,784 - -
International Bonds 165,072 - -
Equity Securities 1,803,265 - -
Private Equity 664,232 - -
Options (86) - -
Mortgages 516,969 - -
Private Real Estate 343,279 - -
Adr's, GDRs & Trust 344 - -
Asset Backed Securities 115,363 - -
Bank Loans 267,678 - -
Municipal Bonds 23,111 - -
Commingled Funds 7,738,561 3,756,552 -
Guaranteed Investment Contracts 73,186 - -
Short Term Investments 275,102 - -
Total Investments 13,137,355 3,756,552 -
Securities Lending Collateral 224,875 - -
Receivables:
Contributions 28,226 - -
Interest and Dividends 16,474 753 429
Other 830,468 - 550
Total Receivables 875,168 753 979
Due from Other Funds 47,479 - -
Capital Assets:
Buildings and Equipment 6,592 - -
Less Accumulated Depreciation (6,588) - -
Total Capital Assets 4 - -
Other Assets - 13,048 1,179
Total Assets $ 14,291,757 3,797,687 111,007
LIABILITIES
Accounts Payable and Accrued Liabilities $ 1,117,099 5,530 20,037
Due to Other Governments 6,453 - 67,955
Deposits - 1,091 -
Due to Other Funds 75 4 -
Obligations under Securities Lending 224,875 - -
Accrued Compensated Absences 375 - -
Other Liabilities - - 23,015
Total Liabilities $ 1,348,877 6,625 111,007
NET POSITION
Restricted for:
Pensions $ 12,942,880 - -
College Savings Plan - 3,758,720 -
Other Purposes - 32,342 -
Total Net Position $ 12,942,880 3,791,062 -

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FIDUCIARY F