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NEBRASKA AUDITOR OF PUBLIC ACCOUNTS
CASH BASIS FINANCIAL STATEMENTS
JULY 1, 2005 THROUGH JUNE 30, 2006

MANAGEMENTS DISCUSSION AND ANALYSIS

This section of the Nebraska Auditor of Public Accounts’ financial report presents a narrative
overview and analysis of the financial activities of the Nebraska Auditor of Public Accounts for
the fiscal year ended June 30, 2006. Please read it in conjunction with the Agency’s financial
statements, which follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Nebraska Auditor of
Public Accounts’ basic financial statements. The Agency’s basic financial statements have three
components: 1) agency-wide financial statements, 2) fund financial statements, and 3) notes to
the financial statements. This report also contains information in addition to the basic financial
statements.

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

Governmental activities - The Agency’s basic services are included here. These
activities are generally financed through taxes or charges for services.

Business-type activities - Activities financed by fees charged to external parties for goods
or services would be included here. The Agency had no business-type activities for fiscal
year ended June 30, 2006.

Component units - No component units for the Agency were identified.

Fund Financial Statements. Fund financial statements focus on the individual parts of the
Agency, reporting the Agency’s operations in more detail than the agency-wide statements by-
providing information about the Agency’s most significant “major” funds. Funds are accounting
devices used to keep track of specific sources of funding and spending for particular purposes.

The governmental funds statements tell how general governmental activities were financed 1n
the short term as well as what remains for future spending.

The proprietary funds statements offer financial information about the activities the government
operates like businesses. The Agency currently has no proprietary funds.



NEBRASKA AUDITOR OF PUBLIC ACCOUNTS
MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

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

Notes to the Financial Statements. The notes to the financial statements are an integral part of
the agency-wide and fund financial statements and provide essential information necessary for
fair presentation of the financial statements.

Supplementary Information. This Management Discussion and Analysis and the Budgetary
Comparison Schedule represent financial information which provide users of this report with
additional data that supplements the agency-wide statements, fund financial statements, and
notes.

BASIS OF ACCOUNTING

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

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

FINANCIAL ANALYSIS OF THE AGENCY AS A WHOLE

Changes in Net Assets
For the fiscal year ended June 30, 2006, net assets of the Agency (current assets resulting from
cash basis transactions) increased 144 percent.

Governnental Activiies
2006 2005 %Change | §$ Change
Restricted 1§ 208057 $ 8487  145% $ 123230
Unrestricted 999 999 0% -
 Total Net Assefs $§ 209,056 $ 85826 144% 123,230

B



NEBRASKA AUDITOR OF PUBLIC ACCOUNTS
MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Changes in Net Assets (Concluded)

This significant change can be explained by the increase in the Charges for Services Receipts in
the Nebraska Auditor of Public Accounts Cash Fund. The Nebraska Auditor of Public Accounts
received over $84,000 from increases in receipts in the Federal Fund Audits, County Contracts,
and Special Audit Receipts.

Governmental Activities
Receipts for the Agency’s governmental activities increased 19 percent, while disbursements
also increased 16 percent.

i

2006 | 2005  %Chenge | $Change

8 793264 $ 644993 |  23% § 148271
LI 3665 | 9% 3472

2208480 1950374 | 18% ‘:,”""'345“4,‘1‘1'51:\
3,098,890 2,599,032 19% 499,858

 |GereralGoverment 2980050 2,577,307 16% 402,745
| Total Disbursenerts 2980052 2577307 | 6% 402,745

_ Sources and Uses

|| Icrease(Decrease)inNetAssets | 123230 2491 3% 9830

w NetAssetsJLﬂyl q " 85,826 60,905 o 41% 24’921

5 209056 S 8582 144% 123230

FndigNet Assets Jue30

FINANCIAL ANALYSIS OF THE AGENCY’S FUNDS

As noted earlier, the Nebraska Auditor of Public Accounts uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. The Nebraska Auditor of
Public Accounts had a significant increase in the ending net assets of its cash fund as noted
above.
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~ STATEMENT OF RECEIPTS, DISBURSEMENTS

__ GOVERNMENTAL FUNDS S —
. For the Fiscal Year Ended June 30,2006 ,
il
i ey o Major Funds
| i
M — ; :w y M Ol E Fund 21010 u
| R _ Fund 10000 | Audltor of
) o o State General | Pubhc Accounts |
L : - e 3 Fund 3 Cash Fund |
...... Appropnatlons s R % 2298489 S [ 8 2298489
| Sales & Charges et DAE. D 192344
Mlscellaneous N i - -
| mvestment Interest BT, ST S _LI3T
~ Other Mmceﬂaneous B 595 | 920
“, TOTALRECE[PTS , B . 2,299,084 3,098,890
' neralevemantwwww 209849 681,563 2,980,052

TOTAL DISBURSEMENTS -
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NEBRASKA AUDITOR OF PUBLIC ACCOUNTS
NOTES TO FINANCIAL STATEMENTS
(Continued)

E. Fund Balance Reservations

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

Totals

The Totals "Memorandum Only" column represents an aggregation of individual account
balances. The column is presented for overview informational purposes and does not
present consolidated financial information because interfund balances and transactions
have not been eliminated.

Contingencies and Commitments

Risk Management. The Agency is exposed to various risks of loss related to torts, theft
of, damage to, or destruction of assets, errors or omissions, injuries to employees, and
natural disasters. The Agency, as part of the primary government for the State,
participates in the State’s risk management program. The Nebraska Department of
Administrative Services (DAS) Division of Risk Management is responsible for
maintaining the insurance and self-insurance programs for the State with the exception of
the health and life insurance programs which are maintained by the DAS Personnel
Division.  The State generally self-insures for general liability and workers’
compensation. The State has chosen to purchase insurance for:

A. Motor vehicle liability, which is insured for the first $5 million of exposure per
accident with a self-insured retention of $300,000 per accident, except for
accidents involving vehicular pursuit which have a $1,000,000 self-insured
retention per accident. Insurance is also purchased for medical payments,
physical damage, and uninsured and underinsured motorists with various limits
and deductibles. State agencies have the option to purchase coverage for physical
damage to vehicles.

B. Health care and life insurance for eligible employees.

€. Crime coverage, with a limit of $1 million for each loss, and a $25,000 self-
insured retention per incident was in effect from July 1, 2005 through October 18,
2005. Starting October 19, 2005 the limit for each loss was increased to $21
million.

D. Real and personal property on a blanket basis for losses up to $250,000,000, with
a self-insured retention of $200,000 per loss occurrence. Newly acquired
properties are covered up to $5,000,000 for 90 days or until the value of the
property is reported to the insurance company. The perils of flood, earthquake,

-14-



NEBRASKA AUDITOR OF PUBLIC ACCOUNTS
NOTES TO FINANCIAL STATEMENTS
(Continued)

and acts of terrorism have various coverages, sublimits, and self insurance.
Details of these coverages are available from the Department of Administrative
Services Risk Management Division. State agencies have the option to purchase
building contents and inland marine coverage.

No settlements exceeded commercial insurance coverage in any of the past three fiscal
years. Health care insurance is funded in the Insurance Trust Funds through a
combination of employee and State contributions. Workers’ compensation is funded in
the Workers’ Compensation Internal Service Fund through assessments on each agency
based on total agency payroll and past experience. Tort claims, theft of, damage to, or
destruction of assets, errors or omissions, and natural disasters would be funded through
the State General Fund or by individual agency assessments as directed by the
Legislature, unless covered by purchased insurance. No amounts for estimated claims
have been reported in the Nebraska Auditor of Public Accounts’ financial statements.

State Emplovees Retirement Plan (Plan)

The single-employer plan became effective by statute on January 1, 1964. Prior to
January 1, 2003, the plan consisted of a defined contribution plan that covered State
employees. Effective January 1, 2003, a cash balance benefit was added to the State
Employees Retirement Act. The cash balance benefit is a type of defined benefit plan.
Each member employed and participating in the retirement system prior to January 1,
2003, elected to either continue participation in the defined contribution benefit or begin
participation in the cash balance benefit. The defined contribution benefit is closed to
new entrants. All new members of the Plan on and after January 1, 2003, become
members of the cash balance benefit. The benefits and funding policy of the Plan is
established and can only be amended by the Nebraska Legislature.

All permanent full-time employees who have 12 continuous months of service are
required to begin participation in the retirement system. All permanent full-time or
permanent part-time employees who have 12 months of service within a five-year period,
and who have attained the age of 20, may exercise the option to begin participation in the
retirement system.

Contribution. Each member contributes 4.33% of his or her monthly compensation
until $864 has been contributed and 4.8% of his or her monthly compensation for the
remainder of the calendar year. The Agency matches the member’s contribution at a rate
of 156%. The employee’s and employer’s contributions are kept in separate accounts.

The employee’s account is fully vested. The employer’s account is vested 100% after a
total of three years of participation in the system, including the twelve-month eligibility
period or credit for participation in another governmental plan prior to actual contribution
to the Plan.
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