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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK
BACKGROUND

Lancaster County (County) is a political subdivision established under and governed by the laws of the State of
Nebraska. The County Treasurer and County Clerk are elected by the public to four-year terms and are responsible
for carrying out all duties assigned to their respective offices in Nebraska law. To fulfill these responsibilities, each
office is provided an operating budget approved by the County Board of Commissioners.

Rachel Garver was elected Lancaster County Treasurer in the November 6, 2018, general election and reelected in
the November 8, 2022, general election. Her current term expires in January 2027. The general duties of the County
Treasurer are outlined in Neb. Rev. Stat. § 23-1601 (Reissue 2022) and include, among others, collecting all money
owed to the County, determining where funds are deposited and invested, and distributing those funds to the proper
entities. The County Treasurer has custody and control of approximately $200 million on a daily basis.

Matt Hansen was elected Lancaster County Clerk in the November 8, 2022, general election. His current term
expires in January 2027. The general duties of the County Clerk are outlined in Neb. Rev. Stat. § 23-1302 (Reissue
2022) and include, among others, recording all proceedings of the County Board, countersigning all warrants issued
by the County Board and signed by the Chairperson, and issuing marriage licenses.



LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

KEY OFFICIALS AND COUNTY CONTACT INFORMATION

Name Title
Rachel Garver County Treasurer
Tai Pleasant Chief Deputy County Treasurer
Matt Hansen County Clerk
Courtney Lyons Chief Deputy County Clerk

Lancaster County Treasurer
555 S. 10™ St., Room 102
Lincoln, NE 68508
lancaster.ne.gov/224/County-Treasurer

Lancaster County Clerk
555 S. 10" St., Room 108
Lincoln, NE 68508
lancaster.ne.gov/389/County-Clerk



LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

SUMMARY OF COMMENTS

During our examination of the Lancaster County (County) Treasurer and Lancaster County Clerk, we noted certain
deficiencies and other operational matters that are presented here. The following comment is required to be reported
in accordance with Government Auditing Standards: Comment #3 (“Semi-Annual Statement Misstatements”),
which is considered to be material noncompliance and a material weakness.

By using qualifying words such as “possible” or “potentially” to describe certain incidents or activities, the Auditor
of Public Accounts (APA) seeks to avoid the possibility that a report comment might be mistaken as imputing
criminality. However, such modifying terms do not indicate a lack of supporting documentation or any other
shortcoming in the report.

These comments and recommendations are intended to improve the internal control over financial reporting or result
in operational efficiencies in the following areas:

1.

Underpayment of Unused Property Tax Credit to the State of Nebraska: During calendar years 2023-
2025, it appears the State of Nebraska was underpaid by $1,272,295 due to the County Treasurer’s failure
to reduce the property tax credit monies distributed to each of the County’s political subdivisions by the
amount withheld for the statutorily allowed commission. Instead, the County Treasurer improperly reduced
the amount of unused property tax credit money that should have been returned to the State of Nebraska.

Time Tracking, Leave, and Remote Work Issues: Hourly employees in the County Clerk’s office routinely
fail to utilize the County’s time clock program and are able to adjust their hours worked directly in the
County’s payroll system without sufficient supervisor review, while salaried employees in the County
Clerk’s and County Treasurer’s offices are not required to track time worked. Salaried employees in the
County Clerk’s office can be granted flex leave that is not recorded or tracked. Numerous instances were
noted of the County Clerk’s office violating the County’s remote work policy, including recording work
hours while traveling to and from out-of-state vacations.

Semi-Annual Statement Misstatements: Misstatements on the County Treasurer’s published semi-annual
statements for the six months ending June 30, 2025, and December 31, 2025, totaling $961,233,232, were
noted. This was a result of duplicated collections and disbursements in holding funds, Treasurer-withheld
commissions, and fines/license fees, totaling $941,694,775, $5,798,548, and $5,017,664, respectively, as
well as State payments of $8,722,246 being incorrectly reflected as County activity.

Motor Vehicle Pro-Rate Distribution Errors: The County Treasurer failed to calculate properly the
distribution of Motor Vehicle Pro-Rate. This error resulted in $94,734 being distributed improperly among
the County’s political subdivisions between December 2024 and December 2025.

Homestead Distribution Errors: The County Treasurer failed to calculate properly the distribution of
Homestead Exemption credit. This error resulted in $75,220 being distributed improperly among the
County’s political subdivisions during the calendar year ended December 31, 2025. Additionally, a journal
entry for the partial correction of the error was improper and not completed in a timely manner.

In-Lieu Distribution Errors: The County Treasurer failed to calculate properly the distribution of payments
in lieu of taxes received for two municipalities. During the calendar year ended December 31, 2025, a total
of $8,071 was distributed improperly.

Incorrect Property Tax Commission: The County Treasurer incorrectly withheld a 1% commission — rather
than withholding the 2% commission set by State statute — for taxes collected on behalf of the Lincoln
Airport Authority. As a result, the Lincoln Airport Authority was overpaid by $97,327 — which should
have been retained by the County Treasurer — for the calendar year ended December 31, 2025. Between
2021 and 2025, the Lincoln Airport Authority was overpaid, and the County was underpaid, by a total of
$214,539.
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

SUMMARY OF COMMENTS
(Concluded)

Motor Vehicle Rental Tax Overpayment: Between 2022 and 2025, the County Treasurer processed
duplicate distributions of motor vehicle rental taxes, resulting in these overpayments: $148,490 to the
County, $121,493 to the City of Lincoln, and $404,973 to Lincoln Public Schools. The County Treasurer
identified the erroneous distribution for 2025, which was corrected in July 2025; however, the errors for
2022 through 2024, totaling $460,751, were not corrected until March 2026, several months after the
County Treasurer had originally identified them.

County Treasurer Accounting Procedures: Several issues were noted with the County Treasurer’s
accounting procedures, including the following: untimely recording of investment interest, totaling
$2,336,894; failure to review and track adequately checks returned for insufficient funds; failure to review
and track balances in holding funds; lack of documentation regarding automated clearing house payments
and authorizations; untimely recording of journal entries; failure to review adequately funds with negative
cash balances; and an incorrect petty cash balance recorded on the daily balance sheet. Additionally, an
unknown $7,111 held in the County’s bank accounts as of December 31, 2025, was not recorded in the
accounting system, and no corrective action was taken to resolve it.

Incorrect Coding of Motor Vehicle Sales Tax Collection Fee: The County Treasurer failed to record
properly a portion of motor vehicle sales tax collection fees to the County’s road fund, as required by State
statute. During the calendar year ended December 31, 2025, $76,915 was incorrectly recorded in the
County’s General Fund, rather than the County’s road fund. The County’s road fund was underpaid by a
total of $613,076 between January 1, 2020 (when this requirement began) and December 31, 2025.

Tax Reconciliation and Tax Correction Issues: The County Treasurer did not routinely perform a
reconciliation of taxes to be collected, per her system, to the original taxes certified by the County Assessor,
and adjusted by tax corrections approved by the County Board, resulting in unknown variances that could
not be explained by the County Treasurer. Additionally, several issues were noted with incorrect or
untimely recording of tax corrections by the County Treasurer.

Inadequate Travel Expense Policies: The County Clerk’s office paid travel expenses, totaling $283, that
appear to have been unreasonable and unnecessary, including reimbursement for meals provided by a
conference, reimbursement for lunch prior to travel, and an excessive charge for parking.

Insufficient Pledged Collateral: As of December 31, 2025, the County Treasurer had uncollateralized
deposits, totaling $901,464, across four financial institutions.

Segregation of Duties — Control Environment: The County Treasurer’s and County Clerk’s offices lacked
an adequate segregation of duties, as one person could handle all aspects of processing a transaction from
beginning to end without an independent secondary review.

More detailed information on the above items is provided hereinafter. It should be noted that this report is critical
in nature, containing only our comments and recommendations on the areas noted for improvement, and does not
include our observation of any strengths of the Lancaster County Treasurer and Lancaster County Clerk.

Draft copies of this report were furnished to the Lancaster County Treasurer and Lancaster County Clerk to provide
management with an opportunity to review and to respond to the comments and recommendations contained herein.
All formal responses received have been incorporated into this report. Such responses have been objectively
evaluated and recognized as appropriate in this report. Responses that indicate corrective action has been taken
were not verified at this time, but they will be verified in the next examination.



LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK
COMMENTS AND RECOMMENDATIONS

1. Underpayment of Unused Property Tax Credit to the State of Nebraska

Each year, the Lancaster County (County) Treasurer receives property tax credit monies from the State of Nebraska
to be distributed to the political subdivisions within the County. The County Treasurer retains a commission of 1%
of the amount received, distributes funds to the various subdivisions, and is then required to return any undistributed
amount to the Nebraska Department of Revenue (Department). During the calendar year ended December 31, 2025,
the County Treasurer received $51,596,629 from the State of Nebraska, retained $515,966 for commission, and
returned $685,375 to the Department.

The County Treasurer properly retained the 1% commission from the total amount received; however, the County
Treasurer failed to reduce the amount distributed to political subdivisions by the commission percentage. As a
result, each political subdivision was overpaid, with the overpayment amount reducing the amount of unused
property tax credit monies that were returned to the Department. For the calendar year ended December 31, 2025,
the Department was underpaid by $503,953. A table detailing the amount overpaid to each subdivision is included
as Exhibit A herein.

The Auditor of Public Accounts (APA) performed a limited review for 2023 and 2024 and determined that similar
underpayments to the Department were made. Between 2023 and 2025, it appears the Nebraska Department of
Revenue was underpaid by $1.272.295. The following table details the underpayments by calendar year for the
years reviewed by the APA:

Calendar | Underpayment

Year to State

2023 $ 335,405
2024 432,937
2025 503,953

Total | § 1,272,295

Unused property tax credit monies returned to the Department are to be deposited into the State’s Property Tax
Credit Cash Fund, which is used directly to offset the property tax burden on taxpayers. The County Treasurer’s
underpayments to the Department resulted in a reduction in the amount of funds available for property tax relief in
subsequent years. Although the APA reviewed only 2023 to 2025, the Department may wish to consider reviewing
further previous years for additional underpayments, as similar procedures have been used by the County Treasurer
for many years.

Neb. Rev. Stat. § 77-4212 (2026 Neb. Laws, L.B. 1072, § 172) states the following, in relevant part:

(3) ... If the credit results in a property tax liability on the homestead that is less than zero, the amount of the credit
which cannot be used by the taxpayer shall be returned to the Property Tax Administrator by July 1 of the year the
amount disbursed to the county was disbursed. The Property Tax Administrator shall immediately credit any funds
returned under this subsection to the Property Tax Credit Cash Fund. Upon the return of any funds under this
subsection, the county treasurer shall electronically file a report with the Property Tax Administrator, on a form
prescribed by the Tax Commissioner, indicating the amount of funds distributed to each taxing unit in the county in
the year the funds were returned, any collection fee retained by the county in such year, and the amount of unused
credits returned.

* % % %

(4)(b) . . . After retaining one percent of the receipts for costs, the county treasurer shall allocate the remaining receipts
to each taxing unit based on its share of the credits granted to all taxpayers in the taxing unit.

Nebraska Department of Revenue Directive 24-1: Real Property Tax Credit and Tax Statements Calculations
(September 13, 2024) states the following, in relevant part:

The amount returned to the State will be the amount shown on the tax lists as unused credit, plus or minus the
corrections on or before July 1.
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

1. Underpayment of Unused Property Tax Credit to the State of Nebraska (Concluded)

A proper system of internal controls requires procedures to ensure that property tax credit monies are distributed
properly, and the correct amount of unused property tax credit is returned to the Department.

Without such procedures, there is an increased risk of not only political subdivisions and the State of Nebraska not
receiving the appropriate amount of funding, but also loss or misuse of public funds.

We recommend the County Treasurer correct the erroneous distributions.
Additionally, we recommend the County Treasurer implement procedures to
ensure that property tax credit monies are distributed properly, and the correct
amount of unused property tax credit is returned to the Department. Finally,
because this comment includes significant underpayments to the State of Nebraska,
we are forwarding the information herein to the Department Property Tax
Administrator to determine what further action may be necessary.

County Treasurer Response: This has been corrected and checks have been delivered to the State. Procedures are
being updated and implemented.

2. Time Tracking, Leave, and Remote Work Issues

While reviewing the time worked and payroll policies of the County Clerk’s and County Treasurer’s offices, we
noted several issues regarding the tracking of time worked, documentation of leave usage and flex leave, and
possible violations of the County’s remote work policy.

Tracking of Time Worked

For hourly employees, the County utilizes a time clock program to record electronically time-in and time-out each
day. During testing, however, it was noted that employees are able to log in to the County’s payroll system directly
and adjust hours worked. Changes made to timesheets within the County’s payroll system by employees of the
County Clerk’s office are not directly reviewed by supervisors for accuracy. The only review performed by
supervisors in the County Clerk’s office is regular approval of timesheets at the end of each pay period.

During the calendar year ended December 31, 2025, we noted 128 instances of hours worked by County Clerk
employees being increased in the County’s payroll system, resulting in payment to these employees for 501 hours
that were not recorded on the County’s time clock program. Many of these instances appear to have been due to
employees routinely failing to clock in or out throughout the year.

The APA selected a sample of time changes for testing and requested documentation to support that employees were
performing work tasks during the hours added directly to the payroll system. While the County Clerk was able to
support generally that minor work tasks were performed, such as sending emails and instant messages periodically
throughout the day, the documentation provided to the APA was not easily accessible by the County
Clerk. Significant time and effort were required before the County Clerk could produce documentation to support
that such work tasks had been performed. If time worked was adequately documented and reviewed, such
significant time and effort to accumulate additional documentation may not be necessary to support hours worked.

Additionally, salaried employees in the County Clerk’s and County Treasurer’s offices are not required to maintain
a timesheet or to document otherwise that hours worked, plus leave used each week, totaled at least 40 hours.
Instead, salaried employees record only leave used in the County’s payroll system. The County Clerk’s office had
four salaried employees, with gross pay for calendar year 2025 totaling $381,090. The County Treasurer’s office
had six salaried employees, with gross pay for calendar year 2025 totaling $515,240.
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

2. Time Tracking, L.eave, and Remote Work Issues (Continued)

The APA selected a sample of dates worked by salaried employees in the County Clerk’s office. Similar to the
hourly employees, the County Clerk was able to support generally that minor work tasks were performed, such as
sending emails and instant messages periodically throughout the day; however, significant time and effort was
required to accumulate documentation to support that such work tasks were performed on the days tested. If time
worked was adequately documented and reviewed, such significant time and effort to accumulate additional
documentation may not be necessary to support time worked.

Section 17.2, “Full-Time Salary Rates,” of the County’s “Personnel Rules” states the following:

The salary rates for full-time employment are based on forty (40) working hours per week or eighty (80) hours per
work cycle, for the respective class of positions.

Leave Usage and Flex Leave

During testing, we noted various instances of salaried, overtime-exempt employees in the County Clerk’s office
taking off time from work; however, no leave usage was recorded in the payroll system for these employees. After
inquiry, the APA was informed that salaried, overtime-exempt employees in the County Clerk’s office can be granted
flex leave in lieu of overtime for additional work performed. For the calendar year ended December 31, 2025, the
APA selected a sample of days for testing and noted 44 days in which some amount of flex leave was used by the
four salaried, overtime-exempt employees in the County Clerk’s office.

Specifically, this flex leave is outlined in the County’s Human Resources Policy Bulletin 2024-1 (March 2024),
which states the following, in relevant part:

Employees who are determined to be Exempt from the requirements of the Fair Labor Standards Act and who are
identified in the pay plan index as exempt are presumed to be paid for the complete job and are not eligible to receive
compensation for additional hours. Employees may work more or less than forty (40) hours per week at the discretion
of the Agency Head. In addition, an Agency Head may grant additional time off in recognition of extra work but under
no circumstance will time be granted on a one-for-one basis or hours counted after forty (40) per week. Exceptions
to this overtime policy may be granted by the Human Resources Director when requested by the Agency Head after
demonstrating the exception to this policy is in the best interest of the County.

The County Clerk appears to have granted this flex leave in accordance with the approved policy; however, the
policy itself seems ripe for abuse, which could result in a significant negative financial impact to the County.

First, this policy implies that salaried employees, who are fairly compensated based on 40 working hours per week,
are not required to work on a full-time basis as long as their job duties are completed. These employees also receive
paid leave benefits; however, this policy allows them to refrain from using such paid leave at the discretion of the
Agency Head. Increased balances of unused leave would result in a larger liability for the County when employment
is eventually terminated.

Further, this policy does not require any documentation that additional work was performed prior to receiving flex
leave. No documentation is maintained to show when additional work is performed, nor is documentation
maintained to support when flex leave is used. Such lax documentation requirements create an environment that
could be abused easily to receive additional time off at taxpayer expense. By strictly forbidding flex leave to be
“granted on a one-for-one basis,” moreover, this policy allows use of flex leave that exceeds the additional hours
worked.

Remote Work

Many employees in the County Clerk’s office opt to work remotely, as permitted by County policy. However, the
APA noted several instances in which the County Clerk’s office does not appear to have properly followed the
County’s remote work (telework) policy. Specifically, the following was noted:
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

Time Tracking, L.eave, and Remote Work Issues (Continued)

Of the 11 employees in the County Clerk’s office allowed to work remotely, 8 did not have formal, signed
telework agreements on file to cover the full calendar year ended December 31, 2025. The following table
details the effective dates of the agreements on file, as well as other issues noted:

Employee Period of Agreement Other Issues

Employee 1 9/12/2024 — 8/20/2025 Not signed or renewed

Employee 2 10/3/2023 — 6/26/2024 Not renewed

Employee 3 10/5/2023 — 1/24/2024 Not renewed

Employee 4 5/9/2024 — 3/20/2025 Not renewed

Employee 5 1/31/2024 — June 2024 Not renewed

Employee 6 2/27/2025 — 12/31/2025 No prior agreements

Employee 7 11/10/2025 — “As needed” Not signed, prior agreement expired April 2024
Employee 8 | Not noted, approved 5/29/2025 | Not a formal agreement, not signed

The APA performed testing of four of these employees (Employees 4, 5, 6, and 8) and noted that each
worked remotely during times when no signed agreement was in effect.

Additionally, as noted in the table above, no formal agreement was in place for Employee 8. A proposed
remote work schedule was approved by the County Clerk on May 29, 2025, to cover the summer of 2025;
however, the proposal did not specify a beginning or end date, nor was it signed by the employee or the
County Clerk. Further, the proposal for Employee 8 did not specify a set schedule for remote work. Instead,
it said only that remote work would be performed twice each week with the days varying weekly.

It was noted also that the agreement for Employee 7 did not specify an end date. Instead, the end date
section of the agreement stated “As needed.”

While reviewing the telework agreements, we noted that the agreement for Employee 6 did not designate a
location for remote work. The agreement listed the location as “Remote.”

The APA selected a sample of days worked for detailed testing. This testing identified several days in which
three supervisors did not record leave while they were out of the office on vacations. These supervisors
claimed to have performed some minor work tasks, such as replying to emails, while on vacation and
subsequently reduced their leave used. Such a practice appears unreasonable, as work may not have been
performed in accordance with the telework agreements or at the designated telework locations. Further,
telework appears to have been used to substitute leave usage, which is prohibited by the County’s telework
policy. Specifically, the APA noted the following for these three supervisors:

o Employee 4 reported five days in which they performed work tasks while on vacation. A total of
32 hours of leave was used for these days, with the remaining 8 hours being a combination of flex
leave and working on vacation.

o Employee 6 reported 11 days during which they performed work tasks while on vacation. A total
of 60 hours of leave was used for these days. For the remaining 28 hours, no leave was recorded
because the supervisor claimed to have performed work tasks while on vacation. Specifically, the
following explanations were provided:

* During one vacation, this supervisor said that they performed work tasks while traveling
on a train. Vacation leave was reduced by four hours for this trip.
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

2. Time Tracking, L.eave, and Remote Work Issues (Continued)

= During another vacation, this supervisor claimed to have performed work tasks while
driving home from a family vacation in Colorado. No vacation leave was recorded for this
day.

o Employee 8 reported four days in which they performed work tasks while on vacation. A total of
24 hours of leave was used for these days. For the remaining 8 hours, no leave was recorded
because the supervisor claimed to have worked while on vacation.

The County’s telework policy is outlined in Human Resources Policy Bulletin 2020-7 (November 2020).
Specifically, Section II(E)(1) states the following, in relevant part:

Supervisor authorization for regular telework shall be embodied in a written telework agreement executed by the
supervisor and the employee.

a. Each telework agreement shall set forth, at a minimum:

i. Employees position description
ii. The employee's regular on-site place of employment.
iii. The employee's regular telework place of employment.
iv. The scheduled hours of telework.
v. The duration of the telework agreement.
vi. The nature of the telework job duties.
vii. The nature of and schedule for any job duties that must be completed in-person at the employee's
regular on-site place of employment.
viii. Any electronic devices provided by the County to the employee for telework, including recording of
any internal control numbers associated with those electronic devices.
ix. The employee’s unpaid meal break and paid break times.

b.  The term of the agreement shall not exceed one year.

c. Following the expiration of the term of a telework agreement, a supervisor and employee may execute
another telework agreement, with a term not to exceed one year, in a successive or subsequent year.

Further, Section II(C)(7) states, “Telework shall not be used as a substitute for the employee’s use of leave.”

Finally, Section V outlines possible sanctions for violation of this policy, as follows:

Employees who violate any provision of this policy may be subject to disciplinary actions up to, and including,
dismissal from employment.

A proper system of internal controls requires procedures to ensure the following: 1) a detailed review is performed
of changes to time worked made directly in the payroll system; 2) time worked is recorded accurately in the County’s
time clock program, with changes directly to the payroll system being limited to unique situations; 3) documentation
to support time worked, if not recorded in the County’s time clock program, is maintained and readily available for
subsequent review; 4) time worked in excess of 40 hours per week, along with any subsequent leave resulting from
additional hours, is documented adequately; 5) telework agreements are renewed annually and contain information
required by the County’s telework policy; and 6) remote work is not used in lieu of leave.

Without such procedures, there is an increased risk of not only the loss, misuse, or theft of public funds but also
noncompliance with approved County policies.



LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

2. Time Tracking, Leave, and Remote Work Issues (Concluded)

We recommend the County Clerk and County Treasurer implement policies to
ensure the following: 1) a detailed review of changes to time worked made directly
in the payroll system is performed; 2) time worked is recorded accurately in the
County’s time clock program, with changes directly to the payroll system being
limited to unique situations; 3) documentation to support time worked, if not
recorded in the County’s time clock program, is maintained and readily available
for subsequent review; 4) time worked in excess of 40 hours, along with any
subsequent leave resulting from additional hours, is documented adequately; 5)
telework agreements are renewed annually and contain information required by
the County’s telework policy; and 6) remote work is not used in licu of leave.

County Clerk Response: The County Clerk agrees with and accepts the recommendations. The County Clerk’s
Office will continue to work to improve the accuracy and tracking of hours within the HR framework of the County.
The County Clerk would like to note that as of December 31*, 2025 the County Clerk’s Office was actively replacing
the County’s timeclock system with new software that was intended to increase the accuracy and accessibility of
time clock data. That software was implemented in April 2026. Additionally, as of July 2026 the County Clerk’s
Office updated our departmental policies to align telework agreements with employees’ annual reviews and ensure
that they are re-signed at that time.

3. Semi-Annual Statement Misstatements

While performing testing of the County Treasurer’s published semi-annual statements for the six months ending
June 30, 2025, and December 31, 2025, we noted several accounting errors, totaling $961.,233.232, that resulted in
material misstatements to these published reports. The County Treasurer’s Summary of Collections,
Disbursements, and Balances — Cash-Basis presented in this report has been adjusted to correct these material
misstatements. The original report, as prepared by the County Treasurer, can be found in Exhibit B herein. Further
details of these errors are included below:

e The County Treasurer utilizes several “holding funds” to account for money received by the County that is
pending final distribution to the proper fund(s). The County records the distribution of this money by using
an expenditure object account in the holding funds and another revenue object account in the proper fund,
rather than recording a negative revenue in the holding fund to offset the original revenue recorded.
Consequently, because the County received this money only once, the County’s accounting records
duplicate this activity. When accumulating the semi-annual statements, all revenue and expenditure
transactions in the holding funds are reported under “County Funds.” Due to this practice, the APA
identified total duplicate activity of $941,694,775 for the calendar year ended December 31, 2025.

The following table details this duplicate activity for each holding fund:

Fund Fund Name Duplicated Activity
802 | Tax Escrow Holding Fund $ 590,908,775
810 | Distress Warrant Holding Fund 201,974
811 | Partial Payment Holding Fund 8,146
814 | Miscellaneous Holding Fund 195,128,379
820 | Motor Vehicle Escrow Holding Fund 150,673,117
825 | Special Assessments Holding Fund 1,940,390
901 | County Officials/Clerk Holding Fund 112,638
902 | Assessor/Register of Deeds Holding Fund 2,721,356

Total | $ 941,694,775
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

Semi-Annual Statement Misstatements (Continued)

Similarly, the gross amount of property tax and motor vehicle collections are recorded to a revenue account
within each subdivision fund. When withholding the statutorily allowed commissions on these collections,
the County Treasurer records them to an expenditure account within the subdivision funds and to a revenue
account in the County General Fund. Because the commissions are recorded as an expenditure, rather than
a negative revenue (or the net revenue, after commissions), the collections and disbursements in the
subdivision funds are also overstated. As a result, the APA identified overstatements caused by improper
accounting for commissions that totaled $5,798.,548 for the calendar year ended December 31, 2025. The
following table details the overstated activity for each fund category presented in the semi-annual
statements:

Fund Category Overstated Activity
County Funds $ 122,619
State Motor Vehicle Funds 313,012
School Funds 3,238,053
Community College Funds 82,875
ESU Funds 59,923
Fire District Funds 63,084
SID Funds 563
NRD Funds 90,301
RTSD Fund 153,430
County/City JPA Funds 81,629
Ag. Society Funds 45,193
City of Lincoln Funds 1,402,015
Lincoln Airport Authority Funds 97,327
City/Village Funds 48,524
Total S 5,798,548

Fines and license fees received by the County Treasurer are recorded initially to a revenue account within
a holding fund and reported under School Funds. When these amounts are subsequently distributed
amongst the school district funds each month, the County Treasurer records an expenditure from the holding
fund and a revenue into each school fund. Because the distribution is recorded as an expenditure, rather
than a negative revenue, this is causing the collections and disbursements under the “School Funds”
category to be overstated. The APA identified total overstatements due to improper accounting for fines
and license fees of $5,017.,664 for the calendar year ended December 31, 2025.

The remaining legitimate receipts and disbursements within holding funds were accumulated and presented
under the “County Funds” category. This appears inappropriate because the activity and balances of holding
funds are not comprised entirely of funds intended for County use. These funds are often used to account
for money received by the County Treasurer on behalf of other governments, individuals, or non-
governmental entities. Specifically, the APA identified financial activity, totaling $8,722,246, for the
remittance of unused property tax credit monies and the State share of documentary stamp taxes that was
reported under the “County Funds” classification, rather than the “State Funds” classification.

The County Treasurer may wish to consider adding a “Holding Funds” classification to her semi-annual

statements to report legitimate financial activity related to monies received on behalf of individuals or other
non-governmental entities.
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

3. Semi-Annual Statement Misstatements (Concluded)

Neb. Rev. Stat. § 23-1605(1)(d) (Reissue 2022) states the following:

The statement shall show the receipts and disbursements of the county treasurer s office for the last preceding six
months ending June 30 and December 31, including (i) the amount of money received and for what fund category, (ii)
the amount of disbursements and from what fund category, (iii) the ending fund balance in each fund category, (iv)
the amount of outstanding warrants or orders registered and unpaid, (v) the total balance, and (vi) the total amount
of unpaid claims of the county as of June 30 and December 31 of each year, as certified to the county treasurer by the
county clerk.

A proper system of internal controls and sound accounting practices requires procedures to ensure that transactions
are recorded properly in the accounting system and accumulated for presentation on the semi-annual statement in a
manner that reflects properly the fund category and does not improperly overstate receipts and disbursements of the
County Treasurer’s office.

Without such procedures, there is an increased risk that the County Treasurer’s semi-annual statements will not
reflect accurately the receipts, disbursements, and balances of the County Treasurer’s office, as required by State
law.

We recommend the County Treasurer implement procedures to ensure that
receipts, disbursements, and fund balances are reflected accurately on the semi-
annual statements. Such procedures may include, among other things, reviewing
the accounting treatment of transactions recorded in holding funds, examining how
such transactions are accumulated for presentation in the semi-annual statements,
and making any changes deemed necessary.

County Treasurer Response: The Treasurer will work with Budget and Fiscal to make appropriate changes and
procedures for the County.

4. Motor Vehicle Pro-Rate Distribution Errors

The APA tested the quarterly distributions of Motor Vehicle Pro-Rate using the 2024 tax rates (December 2024;
March, June, and October 2025), as well as the December 2025 distribution using the 2025 tax rates, and determined
that all of them were calculated improperly. Consequently, the school districts within the County were underpaid
by a total of $94,734, with other political subdivisions within the County being overpaid by this amount. A table
detailing the amount overpaid to each subdivision is included as Exhibit A herein.

Specifically, the following errors were noted:

e Thereport used by the County Treasurer to calculate the Motor Vehicle Pro-Rate distributions did not reflect
properly the total taxes levied by each subdivision. This report failed to include taxes levied that were paid
through homestead exemption credit from the State of Nebraska. Additionally, the report included real
estate payments in lieu of tax, permissive penalties, and personal property late-filing penalties, which appear
not to qualify as taxes levied as stipulated in Neb. Rev. Stat. § 60-3,202(3) (Cum. Supp. 2024).

e For the quarterly distributions using the 2024 tax rates, the County Treasurer improperly used the unpaid
balance of taxes as of December 10, 2024, rather than the total taxes originally levied. As such, the amount
used included several deductions to taxes levied, including reduction for property tax credits and school
district property tax credits to be paid by the State of Nebraska.
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

4. Motor Vehicle Pro-Rate Distribution Errors (Concluded)

Section 60-3,202(3) states the following:

Upon receipt of motor vehicle tax funds from the State Treasurer pursuant to subsection (2) of this section, the county
treasurer shall distribute such funds to taxing agencies within the county in the same proportion that the levy of each
such taxing agency bears to the total of such levies of all taxing agencies in the county.

A proper system of internal controls requires procedures to ensure that Motor Vehicle Pro-Rate distributions are
properly calculated in accordance with State statute.

Without such procedures, there is an increased risk of not only political subdivisions not receiving the appropriate
amount of funding but also loss or misuse of funds and noncompliance with State statute.

We recommend the County Treasurer correct the erroneous distributions.
Additionally, we recommend the County Treasurer implement procedures to
ensure future Motor Vehicle Pro-Rate distributions are calculated properly in
accordance with State statute.

County Treasurer Response: Distributions are in the process of being corrected. Software has been updated to
prevent future errors. Procedures will be updated and implemented.

5. Homestead Distribution Errors

Numerous errors were noted during testing of the County Treasurer’s distributions of Homestead Exemption Credit
received from the State of Nebraska, resulting in multiple over- and underpayments to the County’s political
subdivisions. A table detailing the over- and underpayments noted for each subdivision is included as Exhibit A
herein.

Specific errors noted included:

e For parcels subject to tax increment financing (TIF), the homestead exemption credit is to be split
proportionately between the TIF base valuation and the TIF excess valuation. The TIF base is the valuation
of the parcel when the associated TIF project began, while the TIF excess is the increase in valuation since
the beginning of the associated TIF project. The homestead exemption credit allocated to the TIF base
valuation is to be distributed to all subdivisions in the tax district as normal, while the homestead exemption
credit allocated to the TIF excess valuation is to be paid in full to the municipality in which the TIF project
is being completed.

The County Treasurer improperly distributed the full amount of homestead exemption credit for parcels
subject to TIF to the municipalities. The amount allocated to the TIF base valuation was not distributed to
all subdivisions in the tax district as required by State statute. In total, the TIF municipalities were overpaid
by $75,220, while various subdivisions were underpaid by this amount. A table detailing the over- and
underpayments is included as Exhibit A herein.

o Originally, the County Treasurer failed to include TIF funds owed to the Village of Firth in the distribution
calculation. Instead, these TIF funds were paid improperly to the City of Lincoln for a TIF project that
should not have received any homestead exemption credit. A journal entry was later created to correct this
error; however, instead of reducing the amount paid to the City of Lincoln, the amount of TIF funds paid
to the City of Waverly was reduced by a total of $4,733. This incorrect journal entry is reflected in the table
included as Exhibit A herein.
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

Homestead Distribution Errors (Continued)

In addition to the incorrect journal entry mentioned above, this correction was not completed until March
30, 2026, over eight months after the final homestead exemption distribution of 2025. The original failure
to include the Village of Firth TIF funds in the calculation was not caught and corrected in a timely manner.

Neb. Rev. Stat. § 77-3523 (Cum. Supp. 2024) states the following, in relevant part:

The county treasurer and county assessor shall, on or before November 30 of each year, certify to the Tax
Commissioner the total tax revenue that will be lost to all taxing agencies within the county from taxes levied and
assessed in that year because of exemptions allowed under sections 77-3501 to 77-3529. . . . Reimbursement of the
funds lost shall be made to each county according to the certification and shall be distributed in six as nearly as
possible equal monthly payments on the last business day of each month beginning in January. The Director of
Administrative Services shall, on the last business day of each month, issue payments by electronic funds transfer. Out
of the amount so received the county treasurer shall distribute to each of the taxing agencies within his or her county
the full amount so lost by such agency, except that one percent of such amount shall be deposited in the county general
fund and that the amount due a Class V school district shall be paid to the district and the county shall be compensated
one percent of such amount. Each taxing agency shall, in preparing its annual or biennial budget, take into account
the amount to be received under this section.

(Emphasis added.) Neb. Rev. Stat. § 18-2147(1) (2026 Neb. Laws, L.B. 1135, § 13) states the following, in relevant

part:

Any redevelopment plan as originally approved or as later modified pursuant to section 18-2117 may contain a
provision that any ad valorem tax levied upon real property, or any portion thereof, in a redevelopment project for the
benefit of any public body shall be divided, for the applicable period described in subsection (5) of this section, as
follows:

(a) That portion of the ad valorem tax which is produced by the levy at the rate fixed each year by or for each
such public body upon the redevelopment project valuation shall be paid into the funds of each such public body
in_the same proportion as are all other taxes collected by or for the body. . . .

(b) That portion of the ad valorem tax on real property, as provided in the redevelopment contract, bond
resolution, or redevelopment plan, as applicable, in the redevelopment project in excess of such amount, if any,
shall be allocated to and, when collected, paid into a special fund of the authority to be used solely to pay the
principal of, the interest on, and any premiums due in connection with the bonds of, loans, notes, or advances of
money to, or indebtedness incurred by, whether funded, refunded, assumed, or otherwise, such authority for
financing or refinancing, in whole or in part, the redevelopment project. . . .

(Emphasis added.) Neb. Rev. Stat. § 23-1601(4)(a) (Reissue 2022) states the following, in relevant part:

On or before the fifteenth day of each month, the county treasurer (i) shall pay to each city, village, school district,
educational service unit, county agricultural society, rural or suburban fire protection district, and township located
within the county the amount of all funds collected or received for the city, village, school district, educational service
unit, county agricultural society, rural or suburban fire protection district, and township the previous calendar month,
including bond fund money when requested by any city of the first class under section 16-731 . . . .

A proper system of internal controls requires procedures to ensure the following: 1) the distribution of homestead
exemption credit is calculated properly, in accordance with State statute; 2) all subdivisions with a homestead
exemption loss are included in the calculation of the distribution; and 3) any errors in the calculation are identified
and properly corrected in a timely manner.
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

5. Homestead Distribution Errors (Concluded)

Without such procedures, there is an increased risk of not only the failure of political subdivisions to receive the
appropriate amount of funding but also the loss or misuse of funds and noncompliance with State statute.

We recommend the County Treasurer correct the erroneous distributions.
Additionally, we recommend the County Treasurer implement procedures to
ensure the following: 1) the distribution of homestead exemption credit is
calculated properly, in accordance with State statute; 2) all subdivisions with a
homestead exemption loss are included in the calculation of the distribution; and
3) any errors in the calculation are caught and corrected in a timely manner.

County Treasurer Response: Distributions are in the process of being corrected. Software is in the final stages of
getting updated. Procedures will be updated and implemented.

6. In-Lieu Distribution Errors

The County Treasurer’s office receives annual payments in lieu of taxes from Norris Public Power District (Norris
PPD) and Lincoln Electric System (LES). During the calendar year ended December 31, 2025, the County received
$119,501 and $11,158,178, respectively, from these entities.

We tested both distributions made by the County Treasurer and noted errors with each. The following table shows
the total over- or underpayments resulting from each error, as well as the total impact of these errors:

Norris PPD LES Total
Over/(Under) | Over/(Under) | Over/(Under)
Subdivision Payment Payment Payment

Lancaster County $ 513 | $ (5,320) | $ (4,807)
Waverly Public Schools $ - |8 3,956 | $ 3,956
City of Waverly $ - |$ 1,364 | $ 1,364
Crete Public Schools $ (2,751) | $ - 13 (2,751)
Norris School District 160 | $ 2,013 | $ - |8 2,013
Village of Sprague $ 225 | $ -1 $ 225

The over- and underpayments noted in the table above, which are also included in Exhibit A herein, are due to the
following errors:

e For funds received from Norris PPD, the County Treasurer failed to include the levies of all school districts
within the Village of Sprague when calculating this distribution, as required by Article VIII, § 11, of the
Nebraska Constitution and Neb. Rev. Stat. § 70-651.04 (Reissue 2018).

e For funds received from LES, the County Treasurer failed to include the County levy when calculating this
distribution, as required by the City of Waverly’s franchise agreement with LES. As a result, no funds were
distributed to the County.

As a public power district, payments from Norris PPD are governed by the Nebraska Constitution and State statutes.

As a municipal utility provider, payments from LES are governed by the Lincoln City Charter and the franchise
agreements between LES and other municipalities.
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COMMENTS AND RECOMMENDATIONS
(Continued)

6. In-Lieu Distribution Errors (Concluded)

Article VIII, § 11, of the Nebraska Constitution states the following, in relevant part:

The legislature may require each such public corporation to pay to the treasurer of any county in which may be located
any incorporated city or village, within the limits of which such public corporation sells electricity at retail, a sum
equivalent to five (5) per cent of the annual gross revenue of such public corporation derived from retail sales of
electricity within such city or village, less an amount equivalent to the 1957 payments in lieu of taxes made by such
public corporation with respect to property or operations in any such city or village. . . .

So much of such five (5) per cent as is in excess of an amount equivalent to the amount paid by such public corporation
in lieu of taxes in 1957 shall be distributed in each year to the city or village, the school districts located in such city
or village, the county in which such city or village is located, and the State of Nebraska, in the proportion that their
respective property tax mill levies in each such year bear to the total of such mill levies.

Section 70-651.04 states the following:

All payments which are based on retail revenue from each incorporated city or village shall be divided and distributed
by the county treasurer to that city or village, to the school districts located in that city or village, to any learning
community located in that city or village for payments distributed prior to September 1, 2017, and to the county in
which may be located any such incorporated city or village in the proportion that their respective property tax levies
in the preceding year bore to the total of such levies, except that the only learning community levies to be included are
the common levies for which the proceeds are distributed to member school districts pursuant to section 79-1073.

Section 5(a) of the franchise agreement between LES and the City of Waverly states the following, in relevant part,
regarding Payments in Lieu of Taxes (PILOT):

LES will pay PILOT to the Lancaster County Treasurer for the benefit of Waverly, the Waverly School District #1435,
and the County of Lancaster which is calculated and paid in accordance with Article VIII, section 12 of the City
Charter of the City of Lincoln, Nebraska. The Parties agree this Charter provision requires LES to pay five percent
of the total gross revenue received from the sale of electricity within the corporate limits of Waverly, less the amount
of Waverly Fees LES is required to pay Waverly in accordance with section 5 (b). . . .

A proper system of internal controls requires procedures to ensure that the distribution of payments in lieu of taxes
is calculated in accordance with State statute and applicable agreements by including the levies of the County and
all school districts within each municipality.

Without such procedures, there is an increased risk of not only the failure of political subdivisions to receive the
appropriate amount of funding but also the loss or misuse of funds.

We recommend the County Treasurer correct the erroneous distributions.
Additionally, we recommend the County Treasurer implement procedures to
ensure future distributions are calculated correctly in compliance with the
Nebraska Constitution, State statute, and applicable agreements.

County Treasurer Response: Distributions have been corrected. Procedures will be updated and implemented.

7. Incorrect Property Tax Commission

While reviewing property tax commission percentages for various political subdivisions, we noted that the County
Treasurer was incorrectly withholding a 1% commission from the Lincoln Airport Authority (Authority) instead of
the 2% commission required by State statute. During the calendar year ended December 31, 2025, this resulted in
$97,327 that should have been retained by the County but was remitted improperly instead to the Authority.
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COMMENTS AND RECOMMENDATIONS
(Continued)

7. Incorrect Property Tax Commission (Concluded)

After further review, this commission percentage has been incorrect since the Authority began levying property
taxes during calendar year 2021. The following table details the total amount of commission monies paid incorrectly
to the Authority because of this error:

Calendar | Total Commission
Year Not Retained
2021 $ 1,129
2022 19,437
2023 44,982
2024 51,664
2025 97,327
Total $ 214,539

Further, prior to tax year 2024, the Authority levied only property taxes for bond purposes. Beginning in tax year
2024, a General Fund levy was also established. The County Treasurer began collecting these taxes in December
2024 and recorded the tax collections for both the General and Bond Fund levy in a single fund, rather than
segregating them appropriately. A separate fund was created in the County’s accounting system prior to the

collection of the property taxes; however, it was not used until March 2025 when the error was identified and
corrected.

Neb. Rev. Stat. § 33-114 (Reissue 2016) states the following, in relevant part:

Each county treasurer shall receive for and on behalf of the county for services rendered to other governmental
subdivisions and agencies, when fees for services rendered by him or her are not otherwise specifically provided, the
following fees: (1) On all sums of money collected by him or her for each fiscal year, two percent of the sums so
collected; (2) for the collection of all sums of money, general or bonded, of drainage, irrigation, or natural resources
districts, one percent of the sums so collected; (3) for the collection of all ad valorem taxes and special assessments,
general or bonded, of sanitary and improvement districts, two percent of the sums so collected; (4) for the collection
of all sums of money for municipal taxes, general or special, including money for bond sinking fund or bond interest
fund and school money, one percent of the sums so collected; and (5) for the collection of all sums of money for special
assessments for municipal improvements, one and one-half percent of the sums so collected.

A proper system of internal controls requires procedures to ensure that commission percentages are applied properly,

in accordance with State statute, and property tax collected is coded to the proper fund, with any errors being
identified and corrected in a timely manner.

Without such procedures, there is an increased risk of not only the failure of political subdivisions to receive the
appropriate amount of funding but also the loss or misuse of County funds.

We recommend the County Treasurer implement procedures to ensure that
commission percentages are applied properly, in accordance with State statute, and

receipts are coded to the proper fund, with any errors being corrected in a timely
manner.

County Treasurer Response: The software has been updated. Procedures will be updated and implemented.
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COMMENTS AND RECOMMENDATIONS
(Continued)

8. Motor Vehicle Rental Tax Overpayment

Each February, the County Treasurer receives annual payments of motor vehicle rental tax from rental companies
within the City of Lincoln. This amount is recorded in the Nebraska Department of Motor Vehicles’ vehicle title
and registration system, VicToRy, which calculates the distribution of these funds for the County Treasurer. For the
calendar years 2022 through 2025, the County Treasurer was unaware that this distribution was calculated in
VicToRy and created an annual journal entry to distribute such funds between the County, the City of Lincoln, and
Lincoln Public Schools. This journal entry resulted in a duplicated distribution to these three entities each year.
The following table details the overpayments to these subdivisions from 2022 through 2025:

Calendar | Lancaster County | City of Lincoln | Lincoln Public Schools Total
Year Overpayments Overpayments Overpayments Overpayments
2022 $ 27,761 | $ 22,714 | $ 75,712 | $ 126,187
2023 29,794 24,377 81,256 135,427
2024 43,810 35,845 119,482 199,137
2025 47,125 38,557 128,523 214,205

Totals $ 148,490 | $ 121,493 | $ 404,973 | $ 674,956

These duplicated distributions were paid from the County’s Motor Vehicle Escrow Holding Fund, which caused
this fund to have a negative balance. This negative fund balance grew each year as this duplicated distribution was
entered into the accounting system; however, the County Treasurer did not discover this error until 2025. The
erroneous distribution made in February 2025, totaling $214,205, was corrected in July 2025.

Although the County discovered this error and corrected the 2025 distribution in July 2025, the errors for 2022
through 2024, totaling $460,751, were not corrected by the County until March 2026. This correction was made
four years after the initial error in 2022 and eight months after the error was discovered and partially corrected in
July 2025.

A proper system of internal controls requires procedures to ensure the following: 1) motor vehicle rental taxes are
distributed properly and not duplicated; 2) any errors discovered are corrected in a timely manner; and 3) fund
balances are reviewed periodically for accuracy, with any unusual or negative fund balances being researched and
promptly corrected, if necessary.

Without such procedures, there is an increased risk of not only political subdivisions not receiving the appropriate
amount of funding but also loss or misuse of County funds.

We recommend the County Treasurer implement procedures to ensure the
following: 1) motor vehicle rental taxes are properly distributed and not duplicated;
2) any errors discovered are corrected in a timely manner; and 3) fund balances are
periodically reviewed for accuracy, with any unusual or negative fund balances
being researched and promptly corrected, if necessary.

County Treasurer Response: Procedures are being updated and implemented.

9. County Treasurer Accounting Procedures

During testing, we noted several issues regarding the accounting procedures within the County Treasurer’s office.
Specifically, we noted the following:
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County Treasurer Accounting Procedures (Continued)

The County Treasurer maintains several investments in Certificate of Deposit Account Registry Service
(CDARS) accounts. For these accounts, the County Treasurer receives monthly statements detailing the
interest earned each month; however, the County Treasurer did not record interest in the accounting system
until these investments matured. As of December 31, 2025, the County Treasurer had earned $2,245,833
of interest on CDARS investments that had not been recorded in the accounting system.

o Included in this amount was $108,196 of interest earned on a CDARS investment that matured on
October 23, 2025, at which point this investment and the interest paid were rolled into a new
CDARS investment. This interest was not recorded in the County’s accounting system until
March 12, 2026, nearly five months after the investment matured.

In December 2024, the County Treasurer earned $91,061 of interest on investment bank accounts (money
market accounts); however, the amount was not recorded in the County’s accounting system until February
6, 2025. This was not a timely recording, having been made more than 30 days after the interest was
deposited into the County Treasurer’s bank accounts.

The County Treasurer did not track and follow up adequately on non-sufficient funds checks to ensure they
were repaid or otherwise corrected in a timely manner. Specifically, the following was noted:

o As of December 31, 2025, the County Treasurer’s listing of non-sufficient funds checks included
40 checks, totaling $32,603, that were still shown as owing to the County as of June 18, 2026.
These checks were originally returned between March 2019 and November 2025.

o One check, totaling $299, was shown as owing to the County Treasurer as of December 31, 2025;
however, this amount had been repaid on December 29, 2025. Consequently, it was included
improperly on the December 2025 month-end reconciliation performed by the County Treasurer.

o One check, totaling $2,969, was shown as owing to the County Treasurer as of December 31, 2025.
This amount was repaid on January 20, 2026; however, the check was inadvertently deleted from
the master listing used to track all non-sufficient funds checks and not added back to the listing
until after inquiry by the APA.

As of December 31, 2025, the County Treasurer’s bank accounts had an unknown long of $7,111, an
increase of $233 from the unknown long of $6,888 shown as of December 31, 2024. This amount was held
in the County Treasurer’s bank accounts; however, no record of these funds was included in the County’s
accounting system. The County Treasurer was unable to determine the source of these funds.

The County Treasurer lacked procedures for reviewing adequately the balances held in holding funds.
Specifically, the following was noted:

o The Assigned Tax Sale Redemptions Fund (Fund 806) had a balance of $166,848 as of
December 31, 2025. This balance is comprised of funds owed to investors who purchased
properties at tax sale. Ofthis balance, we noted 15 redemptions, totaling $18,112, that had not been
paid to investors in a timely manner. These were received by the County Treasurer between May
2024 and October 2025; however, they were still held by the County Treasurer as of
December 31, 2025.
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9. County Treasurer Accounting Procedures (Continued)
o The FEBA Funds — Unallocated Holding Fund (Fund 911) had a balance of $131,990 as of
December 31, 2025. This balance is comprised of employee contributions to a flex spending
account (FSA). The County was unable to support to whom these funds were due — whether to
employees, the County, or a third-party vendor.
o Five holding funds contained balances, totaling $34,937, that either could not be supported by the
County Treasurer or were caused by accounting errors that were not identified and corrected in a
timely manner. The following table details these balances:
Balance as of | Unsupported
Fund Fund Name 12/31/2025 Balance Explanation
810 | Distress Warrant Holding Fund $ 53 |8 53 | Unknown balance dating to June 2022
811 | Partial Payment Holding Fund 12,510 117 | Improperly recorded storage repair liens
Motor Vehicle & Driver’s License Escrow
820 | Holding Fund (428,877) 31,874 | Unknown balance
906 | Human Services Restitution Holding Fund 3 3 | Due to transposition error
907 | Community Corrections NSF Holding Fund 3,888 2,890 | Unknown balance
Totals | $ (412,423) | $ 34,937

Each month, the County Treasurer distributes taxes and other collections among political subdivisions via
electronic automated clearing house (ACH) payments. The County Treasurer was unable to provide a report
from its bank showing the bank accounts and routing numbers to which monthly disbursements were sent.
Additionally, the County Treasurer performs no review to verify that funds were paid to the correct bank
accounts. During the calendar year ended December 31, 2025, over $700 million was distributed to
subdivisions.

Of the 51 political subdivisions that receive monthly disbursements from the County via ACH, the County
Treasurer was only able to provide documentation that 11 subdivisions had authorized payment via ACH
and confirmed the bank account numbers to which payments should be sent. Without documentation of the
authorization and bank account information, the County Treasurer could not support that payments were
made to the proper bank accounts.

In February 2024, the County Treasurer began issuing cash refunds for motor vehicle refunds less than $10.
Such refunds were not properly recorded in the County’s accounting system. As a result, the cumulative
amount of cash refunds issued was carried forward each month as a reconciling item between the bank
balances and the accounting records. As of December 31, 2025, this reconciling item totaled $2,952. A
journal entry for properly recording these refunds, totaling $3,274, was not created until March 2026, over
two years after the County began issuing cash refunds. This error was not corrected in the accounting
system in a timely manner.

The County Treasurer’s daily balance sheet included a petty cash balance of $1,100 held by Lancaster
County Community Corrections; however, that office actually held $1,200, a difference of $100.

As of December 31, 2025, two County funds had negative cash balances. The County/City Property

Management Fund had a negative cash balance of $85,813, while the Motor Vehicle Escrow Holding Fund
had a negative cash balance of $428,877.
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9. County Treasurer Accounting Procedures (Continued)

The County Treasurer lacks statutory authority to allow a fund to have a negative cash balance. When
sufficient money is not available in the proper fund to pay a warrant, the County Treasurer is required to
register the warrant until sufficient funds become available.

Neb. Rev. Stat. § 77-2203 (Reissue 2018) states the following:

Whenever a warrant is presented for payment to any such treasurer and there is not sufficient money on hand
to the credit of the proper fund to pay the same, it shall be the duty of every such treasurer to enter such
warrant in his warrant register for payment in the order of its presentation, and upon every warrant so
presented and registered, he shall endorse registered for payment, with the date of registration, and shall
sign such endorsement.

Further, Neb. Rev. Stat. § 77-2206 (Reissue 2018) states the following, in relevant part:

It shall be the duty of every treasurer to pay each registered warrant in the order of its registration to its
proper fund when there is sufficient money in the treasury to the credit of the proper fund against which the
registered warrant is drawn.

The negative cash balance in the Motor Vehicle Escrow Holding Fund is discussed further in Comment
and Recommendation Number 8 (“Motor Vehicle Rental Tax Overpayment”) herein.

A proper system of internal controls requires procedures to ensure the following: 1) interest earned on investments
is recorded in a timely manner; 2) checks returned for insufficient funds are tracked and reviewed properly to ensure
timely corrective action is taken; 3) variances noted during the various reconciliations performed by the County
Treasurer are investigated and corrected in a timely manner; 4) a periodic review of holding fund balances is
performed to determine if balances are appropriate and are paid to the proper parties in a timely manner; 5) a routine
review of ACH payments is performed to verify disbursements were made to the proper bank accounts; 6)
documentation is maintained to support the bank accounts authorized by political subdivisions to receive ACH
payments; 7) cash refunds are recorded properly and, if needed, correcting journal entries are completed in a timely
manner; 8) cash balances included on the daily balance sheet are correct and agree to cash actually held; and 9)
funds are maintained with a positive cash balance, and any negative balance noted is investigated and corrected in
a timely manner.

Without such procedures, there is an increased risk of not only loss or misuse of public funds but also noncompliance
with State statute.

We recommend the County Treasurer implement procedures to ensure the
following:

e Interest earned on investments is recorded in a timely manner;

o  Checks returned for insufficient funds are tracked and reviewed properly
to ensure timely corrective action is taken;

e Variances noted during the various reconciliations performed by the
County Treasurer are investigated and corrected in a timely manner;

e A periodic review of holding fund balances is performed to determine if
balances are appropriate and are paid to the proper parties in a timely
manner;

e A routine review of ACH payments is performed to verify disbursements
were made to the proper bank accounts;
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

9. County Treasurer Accounting Procedures (Concluded)

e Documentation is maintained to support the bank accounts authorized by
political subdivisions to receive ACH payments;

e Cash refunds are recorded properly and, if needed, correcting journal
entries are completed in a timely manner;

e Cash balances included on the daily balance sheet are correct and agree to
cash actually held; and

o Funds are maintained with a positive cash balance, and any negative
balance is noted is investigated and corrected in a timely manner.

County Treasurer Response: Procedures are being updated and implemented.

10. Incorrect Coding of Motor Vehicle Sales Tax Collection Fee

The County Treasurer retains a monthly collection fee for the collection of motor vehicle sales and use taxes, as
authorized by Neb. Rev. Stat. § 77-2703(1)(1) (2026 Neb. Laws, L.B. 834, § 25); however, the County Treasurer
failed to record a percentage of this fee to the County’s road fund, as required by § 77-2703(1)(i). During the
calendar year ended December 31, 2025, a total of $76,915 was recorded improperly to the County’s General Fund
instead of the County’s road fund.

Further, the requirement to deposit a percentage of this fee into the County’s road fund was added to § 77-2703(1)(i)
through LB 237 (2019), which has an operative date of January 1, 2020. Between that date and December 31, 2025,
a total of $613,076 was deposited improperly into the County’s General Fund rather than the County’s road fund.
The following table details this amount by calendar year:

Calendar | Amount Coded
Year Improperly
2020 $ 114,554
2021 134,451
2022 135,473
2023 74,550
2024 77,133
2025 76,915
Total $ 613,076

Section 77-2703(1)(i) states the following, in relevant part:

The county treasurer, for his or her collection fee, shall deduct and withhold, from all amounts required to be collected
under this subsection, the collection fee permitted to be deducted by any retailer collecting the sales tax, all of which
shall be deposited in the county general fund, plus an additional amount equal to one-half of one percent of all amounts
in excess of six thousand dollars rvemitted each month. Prior to January 1, 2023, fifty percent of such additional
amount shall be deposited in the county general fund and fifty percent of such additional amount shall be deposited
in_the county road fund. On and after January 1, 2023, seventy-five percent of such additional amount shall be
deposited in the county general fund and twenty-five percent of such additional amount shall be deposited in the county

road fund.

(Emphasis added.) A proper system of internal controls requires procedures to ensure that collection fees are split
correctly between the County’s General Fund and the County’s road fund, as required by State statute.
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COMMENTS AND RECOMMENDATIONS
(Continued)

10. Incorrect Coding of Motor Vehicle Sales Tax Collection Fee (Concluded)

Without such procedures, there is an increased risk of not only noncompliance with State statute but also a loss or
misuse of County funds.

We recommend the County implement procedures to ensure that collection fees
are split correctly between the County’s General Fund and the County’s road fund,
as required by State statute.

County Treasurer Response: Corrections have been made. Procedures will be updated and implemented.

11. Tax Reconciliation and Tax Correction Issues

We noted that the County Treasurer did not perform a routine reconciliation of total taxes to be collected, per the
office’s system, to the original taxes and tax corrections, as certified by the County Assessor and approved by the
County Board, to ensure that tax corrections and collections were entered properly into the accounting system.
While attempting to perform this reconciliation as of December 31, 2025, we identified the following variances:

2021 Taxes

2022 Taxes

2023 Taxes

2024 Taxes

2025 Taxes

Original Taxes Certified by
County Assessor

§ 597,441,530

$ 624,219,592

$ 673,066,202

§ 575,728,014

$ 580,376,881

Net Corrections Approved by

County Board (635,534) (1,088,045) (6,385,066) (1,689,296) 19,290
Adjusted Certified Taxes 596,805,996 623,131,547 666,081,136 574,038,718 580,396,171
Total Taxes per County

Treasurer’s System 596,819,575 623,065,982 666,649,144 573,988,396 580,397,249
Unknown Additions/(Deletions) | $ 13,579 | $ (65,565) | $ (31,992) | $ (50,322) | $ 1,078

After further review, it was noted that these variances were caused mostly by differences between the tax corrections
entered by the County Treasurer and those approved by the County Board and reported by the County Assessor.
Specifically, the following was noted for the five tax years above as of December 31, 2025:

e 2116 tax corrections, resulting in a total tax reduction of $2,132,357, were entered into the County
Treasurer’s system before being approved by the County Board. These were entered between 1 and 194
days prior to approval.

e 197 tax corrections, resulting in a total tax reduction of $732,974, were not entered into the County
Treasurer’s system in a timely manner (within 30 days) after being approved by the County Board. These
were entered between 31 and 162 days after approval.

o The County Treasurer made three tax corrections, resulting in a total tax addition of $2,700, for different
tax years than those approved by the County Board. For two of these, the County Board approved
corrections to the 2021 tax year; however, the County Treasurer made the change to the 2022 tax year. The
County Board approved the other correction to the 2023 tax year; however, the County Treasurer made the
change to the 2024 tax year.

e 14 tax corrections made by the County Treasurer, resulting in a total tax reduction of $6,130, were not
included on the listing of tax corrections approved by the County Board.
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COMMENTS AND RECOMMENDATIONS
(Continued)

11. Tax Reconciliation and Tax Correction Issues (Concluded)

e 34 tax corrections approved by the County Board, resulting in a total tax reduction of $52,827, were not
entered by the County Treasurer.

Neb. Rev. Stat. § 77-1613.02 (Cum. Supp. 2024) states the following:

The county assessor or county clerk shall correct the assessment and tax rolls after action of the county board of
equalization or final order of an applicable administrative body or court. Each correction shall be made in triplicate,
each set of triplicate forms being consecutively numbered, and there shall be entered upon such form all data
pertaining to the assessment which is to be corrected. The correction shall show all additions and reductions, the
amount of tax added or reduced, with the reason therefor, and the page or pages of the tax rolls upon which such
change is to be made. The original copy shall be delivered to the county treasurer, the duplicate copy to the county
clerk, and the triplicate copy shall remain in the office of the county assessor. The county assessor or county clerk
shall provide upon demand a listing showing each entry and sorted by tax year. The county treasurer shall thereupon
correct the tax roll to conform to the correction copy and all changes shall be made in red ink, drawing a line through
the original or erroneous figures, but not erasing the same. No county assessor shall reduce or increase the valuation
of any property, real or personal, without the approval of the county board of equalization or an applicable
administrative body or court, as provided for in this section. Any county assessor who shall willfully reduce or
increase the valuation of any property, without the approval of the county board of equalization or an applicable
administrative body or court, as provided in this section, shall be guilty of a misdemeanor and shall, upon conviction
thereof, be fined not less than twenty dollars nor more than one hundred dollars.

(Emphasis added.) A proper system of internal controls requires procedures to ensure the following: 1) a routine
reconciliation is performed to confirm that total taxes to collect, per the County Treasurer’s accounting system,
agree to total taxes to collect, as certified by the County Assessor and adjusted through tax corrections approved by
the County Board; 2) any variances noted are researched and corrected in a timely manner; and 3) tax corrections
approved by the County Board are entered timely and accurately by the County Treasurer after approval.

Without such procedures, there is an increased risk of not only taxes due and collected not being reflected properly
in the County Treasurer’s system but also noncompliance with State law.

We recommend the County Treasurer implement procedures to ensure: 1) a routine
reconciliation is performed to confirm that total taxes to collect, per the County
Treasurer’s system, agree to total taxes to collect, as certified by the County
Assessor and adjusted through tax corrections approved by the County Board; 2)
any variances noted are researched and corrected in a timely manner; and 3) tax
corrections approved by the County Board are entered timely and accurately by
the County Treasurer after approval.

County Treasurer Response: We are working with the County Assessor’s Office on this issue.

12. Inadequate Travel Expense Policies

While testing travel expenses for employees in the County Clerk’s office, we noted expenditures, totaling $283, that
appear to have been unreasonable and unnecessary for the County. The disbursements at issue were not clearly
addressed by the travel expense policy used by the County Clerk. During the calendar year ended
December 31, 2025, the County Clerk’s office spent a total of $8,907 for travel-related costs. Specifically, the
following issues were noted:
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

Inadequate Travel Expense Policies (Continued)

In October 2025, one County Clerk employee attended a conference in Las Vegas, Nevada. For each of the
conference’s four days, breakfast and lunch were included in the registration expense; however, the
employee was also reimbursed $180 for these meals at a per diem rate. As a result, the County incurred a
duplicate expense for these meals, and the employee was reimbursed for meals that may not have been
purchased.

Prior to the trip, according to the County Clerk, the employee had been authorized to eat away from the
conference and, if necessary, to be reimbursed for those meal costs; however, no documentation of such
authorization could be provided. Additionally, after inquiry by the APA, the County Clerk became aware
that the employee did have some meals at the conference. The County Clerk failed to review properly the
claim for reimbursement prior to approval, resulting in the employee being reimbursed for unreasonable,
and potentially disallowed, expenses.

During this same October 2025 trip, the employee left Lincoln, Nebraska, near lunchtime to drive to Eppley
Airfield in Omaha, Nebraska, for a flight with a departure time of approximately 3:00 p.m. The employee
stopped for lunch during the drive and was reimbursed a total of $18 for this meal; however, the exact
departure time was not documented and, based on the time of the flight, reimbursement for this meal appears
unreasonable.

In June 2025, this same County Clerk employee used a County purchasing card to pay for parking, totaling
$120, at Eppley Airfield while attending a conference in Orlando, Florida. This expense was incurred for
five days of parking at a daily rate of $24. After review of parking options at Eppley Airfield, the cheapest
rate offered for parking was found to have been a daily rate of $7 — which, if selected, would have resulted
in a savings of $85 for the County. The travel expense policy used by the County Clerk’s office at the time
did not address the use of cheaper parking options.

After the APA flagged each of these questionable expenses, the County Clerk and employee repaid the County for

them.

Neb. Rev. Stat. § 13-2203 (Reissue 2022) of the Local Government Miscellaneous Expenditure Act, which applies
to various political subdivisions, including counties, states the following, in relevant part:

In addition to other expenditures authorized by law, each governing body may approve:

(1)(a) The expenditure of public funds for the payment or reimbursement of actual and necessary expenses
incurred by elected and appointed officials, employees, or volunteers at educational workshops, conferences,
training programs, official functions, hearings, or meetings, whether incurred within or outside the boundaries
of the local government, if the governing body gave prior approval for participation or attendance at the event
and for payment or reimbursement either by the formal adoption of a uniform policy or by a formal vote of the
governing body. Authorized expenses may include:

k ok sk ok

(iii) Meals and lodging at a rate not exceeding the applicable federal rate unless a fully itemized claim is
submitted substantiating the costs actually incurred in excess of such rate and such additional expenses are
expressly approved by the governing body . . . .

(Emphasis added.) Lancaster County Board Resolution R-24-0031 (May 14, 2024) updated the County’s travel
expense policy. Section I. C. “Transportation Expenses” states the following, in relevant part:

Travelers shall exercise reasonable judgment to acquire all travel necessities at the lowest reasonable cost to the

County . . ..
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

COMMENTS AND RECOMMENDATIONS
(Continued)

12. Inadequate Travel Expense Policies (Concluded)

Section . D. 2. “Meals” of R-24-0031 states the following, in relevant part:

Travelers traveling outside of the County on County business may be reimbursed a daily meal per diem amount to
cover the costs of meals. The meal per diem amount is set by the U.S. Internal Revenue Services which sets rates
using the General Service Administration’s High-Low Substantiation Method (“GSA”). . . .

A proper system of internal controls requires travel expense policies to specify clearly all allowable, reasonable,
and necessary expenses, while also identifying disallowed expenditures.

Without such policies, there is an increased risk for the loss, misuse, or theft of public funds.

We recommend the implementation of travel expense policies that specify clearly
all allowable, reasonable, and necessary expenses, while also identifying
disallowed expenditures.

County Clerk Response: The County Clerk agrees with and accepts the recommendations. The County Clerk’s
Office will continue to follow all County-wide and departmental travel guidelines. The County Clerk has already
implemented intra-departmental travel guide as of April 2026 to codify internal rules for employees aligned with
the recommendations, and improve documentation kept for future audits.

13. Insufficient Pledged Collateral

The County Treasurer lacked procedures for ensuring that adequate securities were maintained to cover all deposits
held at financial institutions. As of December 31, 2025, the County Treasurer had an uncollateralized balance of
$901,464. The following table details this amount by financial institution:

Uncollateralized

Financial Institution Amount
Cattle Bank & Trust $ 235,753
Pinnacle Bank 200,772
Citizens Progressive Bank 233,166
River City Bank 231,773
Total $ 901,464

The funds at Citizens Progressive Bank and River City Bank are held as part of Certificate of Deposit Account
Registry Service (CDARS) investments through Pinnacle Bank. CDARS investments are split between various
banks around the country to ensure the balance is covered fully by Federal Deposit Insurance Corporation (FDIC)
limits, which restrict each bank to holding less than $250,000. However, the APA was informed that Pinnacle Bank
used the incorrect tax identification number when creating the CDARS account, resulting in County funds not being
fully collateralized.

Neb. Rev. Stat. § 77-2395(1) (Cum. Supp. 2024) states the following, in relevant part:

[T]he custodial official shall not have on deposit in such depository any public money or public funds in excess of the
amount insured or guaranteed by the Federal Deposit Insurance Corporation, unless and until the depository has
provided a deposit guaranty bond or furnished securities, or any combination thereof, to the custodial official, and
the total value of such deposit guaranty bond and the market value of such securities are in an amount not less than
one hundred two percent of the amount on deposit which is in excess of the amount so insured or guaranteed.

A proper system of internal controls requires procedures to ensure that public funds deposited in banks are fully
secured by FDIC coverage or otherwise properly collateralized, and such security is documented appropriately.
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COMMENTS AND RECOMMENDATIONS
(Continued)

13. Insufficient Pledged Collateral (Concluded)

Without such procedures, there is an increased risk for not only loss of unsecured public funds but also
noncompliance with State statute.

We recommend the County Treasurer implement procedures to ensure public funds
deposited in banks are fully secured by FDIC coverage or otherwise properly
collateralized, and such security is documented appropriately.

County Treasurer Response: Procedures are being updated and implemented, [sic]

14. Segregation of Duties — Control Environment

We noted that the County Treasurer’s and County Clerk’s offices lacked a segregation of duties, as one person could
handle all aspects of processing a record or transaction from beginning to end. The County Treasurer is responsible
for collecting and distributing all property taxes within the County. The County Clerk is responsible for processing
the County’s claims and payroll. Such responsibilities add to the importance of proper controls. A lack of
segregation of duties increases the risk of possible errors or irregularities; however, due to a limited number of
personnel, an adequate segregation of duties may not be possible without additional cost.

Specifically, during the calendar year ended December 31, 2025, the County’s accounting system did not utilize a
role-based system of access. Essentially, any employee with access to the accounting system had the ability to
perform any function within the system from beginning to end. Further, employees were capable of creating and
approving their own transactions within the system. It should be noted that the County had a manual review process
in place to review transactions created and approved by the same employee and no issues were noted during testing
of this process.

Additionally, the APA identified the following control environment issues throughout the County Treasurer’s and
County Clerk’s offices:

e The motor vehicle division of the County Treasurer’s office utilizes stamps with the signature of the County
Treasurer when issuing checks for refunds. When asked, the County Treasurer was unaware of the number
of stamps in existence or which employees possessed and utilized the stamps.

e Checks for payment of County claims are affixed with digital signatures of the County Clerk and County
Board Chair. Any employee with access to the County’s accounting system could access the system’s check
writing feature and create a signed check without proper approval.

A proper system of internal controls includes a plan of organization, procedures, and records designed to safeguard
assets and provide reliable financial records. In particular, a satisfactory system of internal control should include
a proper segregation of duties, so no one individual is capable of handling all phases of a transaction from beginning
to end.

The lack of a proper internal control plan increases the risk of loss or misuse of public funds.

We recommend the County Treasurer and County Clerk review this situation and
implement a proper segregation of duties or adequate compensating controls.

County Treasurer Response: Recently the County’s Accounting sofiware was updated and includes more in-depth
security. Procedures and being updated and implemented.
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COMMENTS AND RECOMMENDATIONS
(Concluded)

14. Segregation of Duties — Control Environment (Concluded)

County Clerk Response: The County Clerk agrees with and accepts the recommendations. The County Clerk’s
Office will continue to evaluate and improve segregation of duties and best accounting practices as recommended
by the Auditor. The County Clerk would like to note that the County was actively updating its accounting software
to role-based system of access as of December 31%, 2025, with that update going live in January 2026.

% sk sk ok %k

County Treasurer Overall Response: I take full responsibility for all actions and oversights within my office. 1
appreciate these items being brought to my attention, so we can maintain the high standards of accuracy and
integrity expected of the County Treasurer’s Office.

-28 -



NEBRASKA AUDITOR OF PUBLIC ACCOUNTS

Mike Foley Mike.Foley@nebraska.gov

State Auditor PO Box 98917
State Capitol, Suite 2303

Lincoln, Nebraska 68509

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

auditors.nebraska.gov

LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

INDEPENDENT ACCOUNTANT’S REPORT

Lancaster County Treasurer
Lancaster County Clerk
Lincoln, Nebraska

We have examined the accompanying County Treasurer’s Summary of Collections, Disbursements, and Balances
— Cash-Basis, and Schedule of County Clerk & County Treasurer Revenues & Expenditures — Modified Cash-Basis
(Schedules) of the Lancaster County Treasurer and Lancaster County Clerk for the calendar year ending December
31, 2025. Management is responsible for the Schedules based on the accounting system and procedures set forth
in Note 1. Our responsibility is to express an opinion on the Schedules based on our examination.

Our examination was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants, and the standards applicable to attestation engagements contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the examination to obtain reasonable assurance about whether the Schedules are based on the
accounting system and procedures set forth in Note 1, in all material respects. An examination involves performing
procedures to obtain evidence about the Schedules. The nature, timing, and extent of the procedures selected depend
on our judgment, including an assessment of the risks of material misstatement of the Schedules, whether due to
fraud or error. We believe that the evidence we obtained is sufficient and appropriate to provide a reasonable basis
for our opinion.

We are required to be independent and to meet our other ethical responsibilities in accordance with relevant ethical
requirements relating to the engagement.

In our opinion, the Schedules for the calendar year ending December 31, 2025, are based on the accounting system
and procedures prescribed by the Lancaster County Board of Commissioners and Neb. Rev. Stat. § 23-1605
(Reissue 2022), as set forth in Note 1, in all material respects.

In accordance with Government Auditing Standards, we are required to report all deficiencies that are considered
to be significant deficiencies or material weaknesses in internal control; noncompliance with provisions of laws,
regulations, contracts, or grant agreements that have a material effect on the Schedules; fraud that is material, either
quantitatively or qualitatively, to the Schedules; and any other instances that warrant the attention of those charged
with governance. We performed our examination to express an opinion on whether the Schedules are presented in
accordance with the criteria described above and not for the purpose of expressing an opinion on the internal control
over the Schedules or on compliance and other matters; accordingly, we express no such opinions. Our examination
disclosed a certain finding that is required to be reported under Government Auditing Standards, and the finding,
along with the views of management, is described in the Comments Section of the report.
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Government Auditing Standards also require us to perform limited procedures on the County Treasurer and County
Clerk’s responses to the findings identified in the Comments and Recommendations section of the report. The
responses were not subjected to the other procedures applied in the attestation of the Schedules and, accordingly,
we express no opinion on the responses.

The purpose of this report is to express an opinion on the Schedules, as described in paragraph one above.
Accordingly, this report is not suitable for any other purpose. This report is a matter of public record, and its
distribution is not limited.

0o e

Jeff Schreier, CPA, CFE Mike Foley
Audit Manager Auditor of Public Accounts

Lincoln, Nebraska

September 1, 2026
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LANCASTER COUNTY TREASURER

COUNTY TREASURER’S SUMMARY OF COLLECTIONS, DISBURSEMENTS, AND BALANCES

CASH-BASIS

For the Calendar Year Ending December 31, 2025

CASH CASH
BALANCE BALANCE
FUND TITLE 1/1/2025 COLLECTIONS DISBURSEMENTS 12/31/2025
County Funds 107,764,897 | $ 245,562,131 | § 254,534,174 98,792,854
Visitors Promotion Funds 9,901,897 4,703,243 4,284,612 10,320,528
Keno / Gaming Tax 5,161,678 3,750,144 1,688,166 7,223,656
State Motor Vehicle Funds 6,197,566 85,749,032 85,701,411 6,245,187
School Funds 16,753,578 516,913,298 509,705,423 23,961,453
Community College Funds 432,076 9,154,122 9,007,021 579,177
Educational Service Unit Funds 255,885 6,615,929 6,436,315 435,499
Fire District Funds 187,541 3,599,346 3,433,453 353,434
Sanitary Improvement District Funds 524,673 120,145 59,157 585,661
Natural Resource District Funds 385,212 9,971,095 9,687,401 668,906
Railroad Transportation Safety District Fund 40,874,401 10,470,060 461,903 50,882,558
County / City Corrections Facility JPAs 200,083 4,531,511 4,438,900 292,694
Agriculture Society Funds 483,277 2,483,004 2,432,269 534,012
City of Lincoln Funds 6,903,499 163,261,103 160,182,314 9,982,288
Lincoln Airport Authority Fund 369,566 10,715,149 10,449,336 635,379
City / Village Funds 148,184 5,899,373 5,743,413 304,144
Lower Platte Weed Management Area Fund 50,922 5,540 4,232 52,230
TOTAL ALL FUNDS 196,594,935 | $ 1,083,504,225 | $ 1,068,249,500 211,849,660
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK
SCHEDULE OF COUNTY CLERK & COUNTY TREASURER REVENUES & EXPENDITURES
MODIFIED CASH-BASIS
For the Calendar Year Ending December 31, 2025

County Clerk County Treasurer

Revenues:

Taxes $ 11,580 $ -

Licenses & Permits 85,734 -

Charges for Services 12,796 8,303,721

Interest Income - 6,049,512

Other Revenues 2 2,384
Total Revenues S 110,112 S 14,355,617
Expenditures:

Personal Services 1,424,474 3,337,230

Supplies 6,736 17,365

Other Charges & Services 243,096 644,142

Capital Outlay 5,696 -
Total Expenditures S 1,680,002 S 3,998,737
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK
NOTES TO THE SCHEDULES
For the Calendar Year Ending December 31, 2025
L Criteria

The accounting policies of the Lancaster County (County) Treasurer and Lancaster County Clerk are on the basis
of accounting prescribed by the Lancaster County Board of Commissioners. Additionally, requirements regarding
the presentation of the County Treasurer’s Summary of Collections, Disbursements, and Balances — Cash-Basis are
found in Neb. Rev. Stat. § 23-1605 (Reissue 2022).

Per Neb. Rev. Stat. § 23-106 (Reissue 2022), the County Board “shall manage the county funds and county business
except as otherwise specifically provided.”

Neb. Rev. Stat. § 23-1605(1)(d) (Reissue 2022) provides the following regarding the County Treasurer’s Summary
of Collections, Disbursements, and Balances — Cash-Basis:

The statement shall show the receipts and disbursements of the county treasurer’s office for the last preceding six
months ending June 30 and December 31, including (i) the amount of money received and for what fund category, (ii)
the amount of disbursements and from what fund category, (iii) the ending fund balance in each fund category, (iv)
the amount of outstanding warrants or orders registered and unpaid, (v) the total balance, and (vi) the total amount
of unpaid claims of the county as of June 30 and December 31 of each year, as certified to the county treasurer by the
county clerk.

The Summary of Collections, Disbursements, and Balances — Cash-Basis for the calendar year ending
December 31, 2025, was accumulated from the two statements prepared for the periods ending June 30, 2025, and
December 31, 2025, by the Lancaster County Treasurer.

The County utilizes EnterpriseOne, an accounting resource software, to maintain the general ledger and all detailed
accounting records.

The financial information used to prepare the County Treasurer’s Summary of Collections, Disbursements, and
Balances — Cash-Basis, and Schedule of County Clerk & County Treasurer Revenues & Expenditures — Modified
Cash-Basis was obtained directly from the general ledger and fund balance information maintained on
EnterpriseOne. EnterpriseOne is not an accrual accounting system; instead, accounts are maintained on a modified
cash-basis. As revenue transactions occur, the County departments record the accounts receivable and related
revenues in the general ledger. As such, certain revenues are recorded when earned, regardless of the timing of
related cash flows. In a like manner, expenditures and related accounts payable are recorded in the general ledger
as transactions occur. As such, the Schedule of County Clerk & County Treasurer Revenues & Expenditures —
Modified Cash-Basis includes those expenditures and related accounts payable posted in the general ledger as of
December 31, 2025, and not yet paid as of that date. The amount recorded as expenditures on the Schedule of
County Clerk & County Treasurer Revenues & Expenditures — Modified Cash-Basis, as of December 31, 2025,
does not include amounts for goods and services received before December 31, 2025, which had not been posted
to the general ledger as of December 31, 2025.

Pursuant to Neb. Rev. Stat. § 23-1605 (Reissue 2022), the County Treasurer converts the modified cash-basis
financial information recorded in EnterpriseOne to a true cash-basis presentation for the County Treasurer’s
Summary of Collections, Disbursements, and Balances — Cash-Basis.

County Treasurer’s Summary of Collections, Disbursements, and Balances — Cash-Basis

This financial schedule presents the total of all financial transactions and cash balances recorded by the County, for
all funds included in the general ledger. Activity and balances are accumulated by “fund category” as stipulated in
Neb. Rev. Stat. § 23-1605 (Reissue 2022).
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LANCASTER COUNTY TREASURER & LANCASTER COUNTY CLERK

NOTES TO THE SCHEDULE
(Concluded)

1. Criteria (Concluded)

Schedule of County Clerk & County Treasurer Revenues & Expenditures — Modified Cash-Basis

The County has established business units in the general ledger to account for revenues and expenditures related to
specific offices and departments within the County. The Schedule of County Clerk & County Treasurer Revenues
& Expenditures — Modified Cash-Basis includes only those revenues and expenditures included in the business
units assigned to the County Clerk and County Treasurer’s offices in the general ledger.

The following major revenue account classifications are established in the chart of accounts used by the County:
Taxes, Licenses & Permits, Charges for Services, Interest Income, and Other Revenues.

Additionally, the following major expenditure account classifications are established in the chart of accounts and
used by the County: Personal Services, Supplies, Other Charges & Services, and Capital Outlay.

2. Reporting Entity

The County is a political subdivision of the State of Nebraska and established under and governed by the laws of
the State of Nebraska. As such, the County is exempt from State and Federal income taxes. The County Treasurer’s
Summary of Collections, Disbursements, and Balances — Cash-Basis includes all funds of the County included in
the general ledger. The Schedule of County Clerk & County Treasurer Revenues & Expenditures — Modified Cash-
Basis includes only those revenues and expenditures recorded in business units assigned to the County Clerk and
County Treasurer in the general ledger.
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LANCASTER COUNTY TREASURER
SUMMARY OF COUNTY TREASURER DISTRIBUTION ERRORS BY SUBDIVISION
For the Calendar Year Ending December 31, 2025

Exhibit A

Property Tax| Motor Vehicle Incorrect
Credit Pro-Rate Homestead In-Lieu Property Tax
Commission | Distribution | Distribution | Distribution | Commission
Over/(Under)| Over/(Under) |Over/(Under)|Over/(Under)|Over/(Under) Total
Payment Payment Payment Payment Payment |Over/(Under)
Subdivision Comment #1 | Comment #4 | Comment #5 [ Comment #6 | Comment #7 | Payment
Lancaster County $ 64,407 | $ 33,761 | § (9,553)| $ 4807 $ (97,327 $  (13,519)
Lancaster County Library 927 349 (75) - - 1,201
Lincoln Public Schools 258,602 (78,079) (41,956) - - 138,567
Freeman Public Schools 27 (8) - - - 19
Waverly Public Schools 16,198 (4,123) (4,701) 3,956 - 11,330
Malcolm Public Schools 4,256 (1,515) - - - 2,741
Norris School District 160 16,406 (5,621) (259) 2,013 - 12,539
Raymond Central School 4,801 (1,780) - - - 3,021
Palmyra School District OR 1 2,977 (915) - - - 2,062
Crete Public Schools 6,408 (2,313) - (2,751) - 1,344
Milford Public Schools 833 (313) - - - 520
Wilber Clatonia Public Schools 176 (67) - - - 109
Southeast Community College 5,794 3,038 (859) - - 7,973
ESU #18 3,511 1,973 (567) - - 4,917
ESU #2 78 26 - - - 104
ESU #4 48 17 - - - 65
ESU #5 1 - - - - 1
ESU #6 733 273 (80) - - 926
Ashland Rural Fire Protection District 1 14 5 - - - 19
Bennet Rural Fire District 205 76 - - - 281
Ceresco Fire District 5 64 23 - - - 87
Cortland Lancaster Rural Fire District 29 8 - - - 37
Eagle Alvo Rural Fire District 9 37 15 - - - 52
Firth Rural Fire District 251 84 (20) - - 315
Greenwood Rural Fire District 7 3 - - - 10
Hallam Rural Fire Protection District 142 58 - - - 200
Hickman Rural Fire Protection District 394 144 - - - 538
Highland Fire District 46 13 - - - 59
Malcolm Rural Fire Protection District 460 151 - - - 611
Raymond Rural Fire District 446 150 - - - 596
Seward County Rural Fire District 68 22 - - - 90
Southeast Rural Fire District 152 59 - - - 211
Southwest Rural Fire District 302 119 - - - 421
Valparaiso Rural Fire District 2 63 23 - - - 86
Waverly Rural Fire District 262 120 - - - 382
Lancaster County SID #6 8 3 - - - 11
Lower Platte South NRD 6,353 3,364 (961) - - 8,756
Nemaha NRD 229 79 9) - - 299
Lancaster County Railroad Transportation Safety District 5,662 2,969 (840) - - 7,791
Lancaster County Correctional Facility JPA - County 1,351 709 (200) - - 1,860
Lancaster County Correctional Facility JPA - City 1,548 877 (259) - - 2,166
Lancaster County Fairgrounds JPA 466 246 (69) - - 643
Lancaster County Agricultural Society 1,199 632 (178) - - 1,653
City of Lincoln TIF 16,481 - 66,818 - - 83,299
City of Lincoln 66,700 40,943 (11,171) - - 96,472
Lincoln Airport Authority 6,739 614 (1,129) - 97,327 103,551
City of Bennet 244 96 - - - 340
Village of Davey 25 6 - - - 31
Village of Denton 59 18 - - - 77
Village of Firth 67 24 (49) - - 42
(Continued)
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LANCASTER COUNTY TREASURER

Exhibit A

SUMMARY OF COUNTY TREASURER DISTRIBUTION ERRORS BY SUBDIVISION
For the Calendar Year Ending December 31, 2025

Property Tax| Motor Vehicle Incorrect
Credit Pro-Rate Homestead In-Lieu Property Tax
Commission | Distribution | Distribution | Distribution | Commission
Over/(Under)| Over/(Under) |Over/(Under)|Over/(Under)|Over/(Under) Total
Payment Payment Payment Payment Payment |Over/(Under)
Subdivision Comment #1 | Comment #4 | Comment #5 [ Comment #6 | Comment #7 | Payment

Village of Firth TIF 68 - 431 - - 499
Village of Hallam 82 32 - - - 114
Village of Hallam TIF 60 - - - - 60
City of Hickman 1,099 557 - - - 1,656
City of Hickman TIF 10 - - - - 10
Village of Malcolm 82 32 - - - 114
Village of Malcolm TIF 1 - - - - 1
Village of Panama 62 18 - - - 80
Village of Raymond 2 - - - - 2
Village of Roca 63 30 - - - 93
Village of Sprague 9 1 - 225 - 235
City of Waverly 1,220 630 (1,621) 1,364 - 1,593
City of Waverly TIF 460 - 7,971 - - 8,431
Lincoln Lancaster Public Building Commission 4,479 2,344 (664) - - 6,159
Nebraska Department of Revenue (503,953) - - - - (503,953)
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LANCASTER COUNTY TREASURER

COUNTY TREASUSURER'S SUMMARY OF COLLECTIONS, DISBURSEMENTS, AND BALANCES
CASH-BASIS
(As originally prepared by the Lancaster County Treasurer)

For the Calendar Year Ending December 31, 2025

CASH CASH
BALANCE BALANCE
FUND TITLE 1/1/2025 COLLECTIONS DISBURSEMENTS 12/31/2025
County Funds 107,764,897 | $ 1,196,101,771 | $ 1,205,073,814 98,792,854
Visitors Promotion Funds 9,901,897 4,703,243 4,284,612 10,320,528
Keno / Gaming Tax 5,161,678 3,750,144 1,688,166 7,223,656
State Motor Vehicle Funds 6,197,566 77,339,798 77,292,177 6,245,187
School Funds 16,753,578 525,169,015 517,961,140 23,961,453
Community College Funds 432,076 9,236,997 9,089,896 579,177
Educational Service Unit Funds 255,885 6,675,852 6,496,238 435,499
Fire District Funds 187,541 3,662,430 3,496,537 353,434
Sanitary Improvement District Funds 524,673 120,708 59,720 585,661
Natural Resource District Funds 385,212 10,061,396 9,777,702 668,906
Railroad Transportation Safety District Fund 40,874,401 10,623,490 615,333 50,882,558
County / City Corrections Facility JPAs 200,083 4,613,140 4,520,529 292,694
Agriculture Society Funds 483,277 2,528,196 2,477,461 534,012
City of Lincoln Funds 6,903,499 164,663,118 161,584,329 9,982,288
Lincoln Airport Authority Fund 369,566 10,812,476 10,546,663 635,379
City / Village Funds 148,184 5,947,897 5,791,937 304,144
Lower Platte Weed Management Area Fund 50,922 5,540 4,232 52,230
TOTAL ALL FUNDS 196,594,935 | $ 2,036,015,211 | $ 2,020,760,486 211,849,660
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