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STATE OF NEBRASKA
AUDITOR OF PUBLIC ACCOUNTS

INDEPENDENT AUDITORS REPORT

[|\.|!|| ||.|._'||||;_| {;'1!.
D | Board of Supervisors

Saunders County, Nebraska
Dap Diyuiap, Opa We have audited the accompanying financid Statements of the governmentdl
activities, each mgor fund, and the aggregate remaning fund informetion of
Saunders County, as of and for the year ended June 30, 2005, which collectivey
Pat Reding, CPA comprise the County’ s basic financia statements as listed in the Table of Contents,
T S LS These financid statements are the responsibility of the County’s management. Our
respongbility isto express opinions on these financia statements based on our audit.
im Channer, CPA
We conducted our audit in accordance with auditing sandards generdly accepted
in the United States of America and the standards gpplicable to financia audits
Y contained in Government Auditing Standards, issued by the Comptroller Generd
\E/ of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financid statements are free of
materid misstatement. An audit includes examining, on a test bads, evidence
supporting the amounts and disclosures in the financid datements. An audit dso
includes assessing the accounting principles used and sgnificant estimates made by
management, as well as evduating the overdl financid statement presentation. We
believe our audit provides a reasonable basis for our opinions.

Dennis Mever, CGFM

Mark Avery, CIPA

As discussed in Note 1, these financid statements were prepared on the bass of
cash receipts and disbursements, which is a comprehensve basis of accounting
ey Bleadls 5. REBA other than generally accepted accounting principles.

o b The financid statements referred to above include only the primary government of
Saunders County, which consgts of dl funds, depatments, and offices tha
comprise the County’s legd entity. The financid statements do not include financid
data for the County’s legally separate component units, which accounting principles
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generaly accepted in the United States of America require to be reported with the financid data of the
County’s primary government. As a result, the primary government financia statements do not purport
to, and do not, present farly the financid postion of the reporting entity of Saunders County as of
June 30, 2005, and the changes in its financid pogtion for the year then ended in conformity with
accounting principles generaly accepted in the United States of America

In our opinion, the financid Statements referred to above present farly, in dl materid respects, the
respective cash baances of the governmenta activities, each mgor fund, and the aggregate remaining
fund information for the primary government of Saunders County, as of June 30, 2005, and the
respective changes in cash baances thereof for the year then ended in conformity with the basis of
accounting described in Note 1.

In accordance with Government Auditing Sandards, we have aso issued our report dated
November 15, 2005, on our congderation of Saunders County’s internd control over financid
reporting and on our tests of its compliance with certain provisons of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing
of internd control over financia reporting and compliance and the results of that testing, and not to
provide an opinion on the internd control over financid reporting or on compliance. That report is an
integral part of an audit performed in accordance with Gover nment Auditing Standards and should be
considered in assessing the results of our audit.

The Management’s Discusson and Andysis and the budgetary comparison information are not a
required pat of the basc financid datements but are supplementary information required by the
Governmental Accounting Standards Board.  We have applied certain limited procedures, which
consisted principdly of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and express no
opinion onit.

Our audit was conducted for the purpose of forming opinions on the financid satementsthat collectively
comprise the County’s badic financid statements. The combining nonmgor fund financid statement,
nonmagor budgetary comparison information, schedule of office activity, and schedule of taxes certified
and oollected, are presented for purposes of additional analysis and are not a required part of the basic
financid statements. Such statements and schedules have been subjected to the auditing procedures
goplied in the audit of the basic financia statements and, in our opinion, are farly saed in al materid
respects in relation to the basc financid statements taken as a whole on the basis of accounting
described in Note 1.

5 T~ #ﬁ%&wk 24

November 15, 2005 Deputy State Auditor



SAUNDERS COUNTY

MANAGEMENT’SDISCUSSION AND ANALYSIS

This section of Saunders County’s financid report presents a narrative overview and analyss of the
financd activities of the County for the fisca year ended June 30, 2005. Please read it in conjunction
with the County’ s financid statements, which follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discusson and analyss are intended to serve as an introduction to Saunders County’s basic
financid datements. The County’s badic financid statements have three components. 1) government-
wide financid satements, 2) fund financid statements, and 3) notes to the financid datements. This
report aso contains information in addition to the basic financid statements.

Government-Wide Financial Statements. The Statement of Net Assets - Cash Basis and the
Statement of Activities - Cash Basis provide a broad overview of the County’s overdl financid status.
Over time, increases or decreases in the County’s net assets are one indicator of whether its financia
hedth isimproving or deteriorating. The County’ s financid statements are prepared on the cash basis of
accounting and do not include capital assets, accounts receivable, accounts payable, or long-term debt
activity, which would need to be considered to assess the financid hedlth of the County. Non-financid
factors aso need to be conddered to assess the overdl financid hedth of the County. Government-
wide financid statements divide the County into two kinds of activities:

Governmentd activities - The County’s basic services are included here. These activities are
generdly financed through taxes, charges for sarvicess and Stae and Federd
grants/contributions.

Component units - The County report does not include the financid activity of the Saunders
County Hospitd, a separate legd entity.  Although kgdly separate, the County is financidly
accountable for the “component unit.” Complete financid statements of the Hospita can be
obtained from the Hospitd’ s adminidrative office.

Fund Financial Statements. Fund financia statements focus on the ndividud parts of the County,
reporting the County’s operations in more detail than the government-wide statements by providing
information about the County’s mogt significant “magor” funds. Funds are accounting devices used to
keep track of specific sources of funding and spending for particular purposes.

The governmentd funds statements tell how generd governmentd activities were financed in the short
term as well as what remains for future spending.

Fiduciary funds statements provide information about financia relationships in which the County acts
solely as a trustee or agent for the benefit of others. Fduciary funds are not included on the
government-wide statements.



SAUNDERS COUNTY

MANAGEMENT'SDISCUSSION AND ANALYSIS
(Continued)

Notes to the Financial Statements. The notes to the financid satements are an integra part of the
government-wide and fund financia statements and provide essentid information necessary for fair
presentation of the financia statements.

Supplementary Information. This Management’s Discusson and Andyss and the budgetary
comparison schedules represent financia information which provides users of this report with additiond
data that supplements the government-wide statements, fund financid satements, and notes. This
report aso includes optiond financia information such as combining statements for nonmgor funds
(which are shown in the fund financid statementsin a single column), budgetary comparison information
for nonmgor funds, a schedule of office activities, and a schedule of taxes certified and collected for
political subdivisons in the County. This information is provided to address certain pecific needs of
various users of the report.

BASIS OF ACCOUNTING

The County’s financid statements are presented on the cash bass of accounting, which is a basis of
accounting other than generally accepted accounting principles. Basis of accounting is a reference to
when financia events are recorded, such as the timing for recognizing revenues, expenses, and related
assats 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 aresult 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 ligbilities
and their related expenses (such as accounts payable and expenses for goods or services received but
not yet paid, and accrued expenses and liahilities) are not recorded in these financid statements. Also,
capitd assats (land, buildings, furniture, equipment, and infrastructure) and the related depreciation are
not recorded. Therefore, when reviewing the financid information and discussion within this report, the
reeder should keep in mind the limitations resulting from the use of the cash basis of accounting.

FINANCIAL ANALYSISOF THE COUNTY ASA WHOLE

Changesin Net Assets
For the fiscal year ended June 30, 2005, net assets of the County (current assets resuting from cash
basis transactions) decreased 4 percent.

Governmentd Activities
2005 2004 % Change
Restricted $ 142563 $ 131,985 8%
Unrestricted 4,052,428 4,259,828 -5%
Total Net Assats $ 4194991 $ 4,391,813 -4%
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SAUNDERS COUNTY

MANAGEMENT’SDISCUSSION AND ANALYSIS

Governmental Activities

(Continued)

Receipts for the County’s governmenta activities increased 7 percent, while expenses increased 15

percent.

CHANGESIN NET ASSETS

RECEIPTS
Program Receipts:
Chargesfor Services
Operating Grants & Contributions
Generd Receipts.
Taxes
Nonredtricted Grants & Contributions
Investment Interest
Other
Totd Receipts

DISBURSEMENTS
Generd Government
Public Safety
Public Works
Hedth & Sanitation
Public Assstance
Culture and Recrestion
Tota Disbursements

Increase (Decrease) in Net Assets
Beginning Net Asssts July 1

Ending Net Assets June 30

Governmentd Activities

2005 2004 % Change
757579 $ 776,746 -2%
2,637,444 2,217,257 19%
4,311,644 4,136,349 4%
296,467 318,384 7%
93,825 97,163 -3%
327,814 346,106 -5%
8,424,773 7,892,005 7%
3,174,507 2,332,399 -36%
2,035,901 2,014,310 1%
2,882,400 2,509,557 -11%
106,946 153,009 30%
377,298 368,280 -2%
44,543 36,118 -23%
8,621,595 7,503,673 -15%
(196,822) 388,332 -151%
4,391,813 4,003,481 10%

$ 4194991 $ 4,391,813

-4%




SAUNDERS COUNTY

MANAGEMENT'SDISCUSSION AND ANALYSIS
(Continued)

FINANCIAL ANALYS SOF THE COUNTY'SFUNDS

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with finance-
related legd requirements. No significant changes from the prior year were noted.

GENERAL FUND BUDGETARY HIGHLIGHTS

No sgnificant differences were noted between the origind and find budget amounts, or between find
budget amounts and actual budget results for the Generd Fund.

CAPITAL ASSET AND DEBT ADMINISTRATION

As noted earlier, the financid statements are presented on the cash basis of accounting and therefore do
not include capital assets or long-term debt activity.

ECONOMIC FACTORSAND NEXT YEAR'SBUDGETSAND RATES

No conditions were noted that would be expected to have a sgnificant effect on the financid position or
results of operations of the County.



SAUNDERS COUNTY
STATEMENT OF NET ASSETS - CASH BASIS
June 30, 2005

Governmental
Activities

ASSETS
Cash and Cash Equivalents (Note 1.D) $ 4,194,991
TOTAL ASSETS $ 4,194,991
NET ASSETS
Restricted for:

Veterans' Aid $ 85,588

911 Emergency Services 35,599

Other Purposes 21,376
Unrestricted 4,052,428
TOTAL NET ASSETS $ 4,194,991

The notes to the financial statements are an integral part of this statement.



SAUNDERS COUNTY
STATEMENT OF ACTIVITIES - CASH BASIS
For the Year Ended June 30, 2005

Program Cash Receipts Net (Disbursement)
Fees, Fines, Operating Receipts and
Cash and Charges Grants and Changes in
Functions: Disbursements for Services Contributions Net Assets
Governmental Activities:
General Government $ (3,174507) $ 557,956 % 573,453  $ (2,043,098)
Public Safety (2,035,901) 100,378 32,687 (1,902,836)
Public Works (2,882,400) 26,996 1,910,279 (945,125)
Health and Sanitation (106,946) - - (106,946)
Public Assistance (377,298) 72,249 121,025 (184,024)
Culture and Recreation (44,543) - - (44,543)
Total Governmental Activities $ (8,621,595) $ 757,579 $ 2,637,444 (5,226,572)
General Receipts:
Property Taxes 4,311,644
Grants and Contributions Not Restricted to
Specific Programs 296,467
Investment Income 93,825
Miscellaneous 327,814
Total General Receipts 5,029,750
Change in Net Assets (196,822)
Net Assets - Beginning 4,391,813
Net Assets - Ending $ 4,194,991

The notes to the financial statements are an integral part of this statement.



SAUNDERS COUNTY
STATEMENT OF CASH BASIS ASSETS AND FUND BALANCES
GOVERNMENTAL FUNDS
June 30, 2005

Other Total
Inheritance Governmental Governmental
General Fund  Road Fund Fund Building Fund Funds Funds
ASSETS
Cash and Cash Equivalents (Note 1.D) $ 735324 § 785371 $ 1,009,160 $ 1,057,661 $§ 607,475 $ 4,194,991
TOTAL ASSETS $ 735324 § 785371 $ 1,009,160 $ 1,057,661 $§ 607,475 $ 4,194,991
FUND BALANCES
Unreserved, Reported In:
General Fund $ 735324 $ - 3 - 3 -3 - $ 735324
Special Revenue Funds - 785,371 1,009,160 1,057,661 607,475 3,459,667

TOTAL CASH BASIS FUND BALANCES § 735324 § 785,371 § 1,009,160 § 1,057,661 § 607,475 $ 4,194,991

The notes to the financial statements are an integral part of this statement.
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SAUNDERS COUNTY

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND CHANGES IN CASH BASIS FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2005

Other Total
Inheritance Governmental Governmental
General Fund Road Fund Fund Building Fund Funds Funds

RECEIPTS
Property Taxes $ 3,240,448 $ 305329 §$ 574,468  $ 10,764  $ 180,635 § 4,311,644
Licenses and Permits 214,682 - - - - 214,682
Interest 67,728 - - 24,216 1,881 93,825
Intergovernmental 233,022 1,973,798 - 497 726,594 2,933,911
Charges for Services 602,637 22,741 - 11,451 120,750 757,579
Miscellaneous 60,102 11,580 - - 41,450 113,132

TOTAL RECEIPTS 4,418,619 2,313,448 574,468 46,928 1,071,310 8,424,773
DISBURSEMENTS
General Government 2,332,491 - 134,031 111,474 596,511 3,174,507
Public Safety 1,714,634 - - - 321,267 2,035,901
Public Works 138,179 2,483,881 - - 260,340 2,882,400
Health and Sanitation 73,916 - - - 33,030 106,946
Public Assistance 35,320 - - - 341,978 377,298
Culture and Recreation 26,000 - - - 18,543 44,543

TOTAL DISBURSEMENTS 4,320,540 2,483,881 134,031 111,474 1,571,669 8,621,595
EXCESS (DEFICIENCY) OF RECEIPTS

OVER DISBURSEMENTS 98,079 (170,433) 440,437 (64,546) (500,359) (196,822)
OTHER FINANCING SOURCES (USES)
Transfers In 343,923 - - 50,000 515,514 909,437
Transfers Out (311,113) - (408,709) (188,845) (770) (909,437)

TOTAL OTHER FINANCING SOURCES (USES) 32,810 - (408,709) (138,845) 514,744 -
Net Change in Fund Balances 130,889 (170,433) 31,728 (203,391) 14,385 (196,822)
CASH BASIS FUND BALANCES - BEGINNING 604,435 955,804 977,432 1,261,052 593,090 4,391,813
CASH BASIS FUND BALANCES - ENDING $ 735,324  $ 785,371 $ 1,009,160 $§ 1,057,661 $ 607,475 $ 4,194,991

The notes to the financial statements are an integral part of this statement.
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SAUNDERS COUNTY
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES - CASH BASIS
FIDUCIARY FUNDS
June 30, 2005

Agency Funds

ASSETS

Cash and Cash Equivalents $ 2,723,573

LIABILITIES

Due to other governments
State 338,305
Schools 1,279,954
Educational Service Units 4,050
Technical College 18,082
Natural Resource Districts 11,428
Fire Districts 14,808
Municipalities 87,760
Agricultural Society 2,608
Drainage Districts 55,360
Townships 15,169
Sanitary and Improvement Districts 836,009
Hospital 2,796
Others 57,244

TOTAL LIABILITIES 2,723,573

TOTAL NET ASSETS $ -

The notes to the financial statements are an integral part of this statement.
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SAUNDERS COUNTY
NOTESTO FINANCIAL STATEMENTS
For the Fiscal Y ear Ended June 30, 2005

Summary of Significant Accounting Policies

The fallowing is asummary of the sgnificant accounting policies utilized in the accounting system
of Saunders County.

A. Reporting Entity

Saunders County, Nebraska (County) is a governmental entity established under and governed
by the laws of the State of Nebraska (State). The County is managed by elected county
officids who are elected on a politica balot for four-year teems. As a politica subdivison of
the State, the County is exempt from State and Federa income taxes. The financid statements
include al funds of the County that are not legally separate. The County has aso consdered dl
potentid component units for which it is financialy accountable, and other organizations which
are fiscdly dependent on the County, or the significance of their relationship with the County is
such that excluson would be mideading or incomplete.  The Governmenta Accounting
Standards Board (GASB) has st forth criteria to be consdered in determining financia
accountability. These criteriainclude gppointing a voting maority of an organization’s governing
body, and (1) the ability of the County to impose itswill on that organization, or (2) the potentia
for the organization to provide specific financid benefits to, or impose specific financid burdens
on the County.

Component Unit. These financid statements present the County (the primary government).
The Saunders County Hospitd (Hospital) is a component unit of the County because of the
ggnificance of its operaiond and financid rdaionships with the County. The financid
gatements do not include the data of the Hospital necessary for reporting in conformity with
generdly accepted accounting principles (GAAP).  Complete financid datements of the
Hospita can be obtained from the Hospital’ s administrative office.

Joint Organization.

Behaviora Hedth Region V - The County has entered into an agreement with surrounding
counties and the Nebraska Health and Human Services System to provide servicesto carry out
the provisons of the Nebraska Behaviord Hedth Services Act (Act). Agreements were
established under the authority of the Interlocal Cooperation Act for services to be provided
under the Act. The Region congsts of the following counties Polk, Butler, Saunders, Seward,
Lancagter, Otoe, Fillmore, Sdine, Thayer, Jefferson, Gage, Johnson, Nemaha, Pawnee, Y ork,
and Richardson.
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SAUNDERS COUNTY

NOTESTO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued)

The governing board for the Region includes representatives from the participating county
boards. Each county contributes to the financid support of the Region activities based on
formulas developed by the Region governing oard and as required by the Act. Funding is
provided by a combination of federd, state, local, and private funding. The County contributed
$72,456 toward the operation of the Region during fiscd year 2005. In the event of the
termination of the agreement, assets would be disposed of in accordance with the terms of the
agreement.  The Nebraska Hedth and Human Services System requires the Region to be
audited annudly in accordance with State Statute.  Financia information for the Region is
available in those audit reports.

Hedth Depatment — The County has entered into an agreement with Three Rivers Hedth
Department to provide public hedth services. Agreements were established under authority of
the Interlocal Cooperation Act for services to be provided per State Statutes 71-1626 to 71-
1636.

The Department’s governing board is established by Statute and includes representatives from
the participating county boards and the hedlth profession. Funding is provided by acombination
of federd, date, locd, and private funding. In the event of the termination of the agreement,
assets would be disposed of in accordance with the terms of the agreement. The Department is
required to be audited annualy in accordance with State Statute 84-304. Financid information
for the Department is available in that report.

B. Basisof Presentation

Government-wide Financial Statements. The Statement of Net Assets - Cash Basis and
Statement of Activities - Cash Bagis display information about the activities of the County, and
are in the forma of government-wide statements as required by GASB Statement Number 34.
These gatements include dl the financid activities of the County, except for fiduciary activities
and the Hospitd. Internd activities in these statements have not been diminated. Governmenta
GAAP would require internd activity to be diminated to minimize double counting. The County
reports governmenta activities only.  Governmentd activities generdly are financed through
taxes, intergovernmental revenues, and other nonexchange transactions. The County is reported
separately from certain legdly separate component units for which the primary government is
financidly accountable.

The gtatement of activities demongtrates the degree to which the direct disbursement of a given
function or segment is offset by program receipts. Direct disbursements are those that are
clearly identifiable with a specific function or segment. Program receipts include 1) charges to
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SAUNDERS COUNTY

NOTESTO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued)

customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment, and 2) grants and contributions that are
restricted to meeting the operationd or capita requirements of a particular function or segmern.
Taxes and other items not properly included among program receipts are reported ingtead as
genera receipts.

Fund Financial Statements. The fund financid Statements provide information about the
County’s funds, including its fiduciary funds. GAAP requires separate statements by fund
category - governmentd, proprietary, and fiduciary. The County uses only the governmenta
and fiduciary fund categories The emphasis of fund financid datements is on mgor
governmental funds.  All remaining governmental funds are aggregated and reported as
nonmgjor funds.

The County reports the following mgor governmenta funds:

General Fund. Thisisthe County’s primary operating fund. It accounts for financia resources
of the generd government, except those required to be accounted for in another fund.

Road Fund. Thisfund is used to account for costs associated with the repair and maintenance
of roads and bridges.

Inheritance Fund. Thisfund is used to account for the revenues generated from etate taxes.

Building Fund. This fund is used to account for costs associated with repair and maintenance
of the County buildings

The County reports the following additiond fund types.

Special Revenue Funds. These funds account for the proceeds from a specific revenue
source that is restricted to expenditures for a specified purpose.

Agency Funds. These funds account for assets held by the County as an agent for various
locd governments.

C. M easur ement Focus, Basis of Accounting

The accounting and financid reporting trestment applied to a fund is determined by its
measurement focus and bads of accounting. The accounting records of the County are
maintained and the government-wide financia statements were reported on the bass of
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SAUNDERS COUNTY

NOTESTO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued)

cash receipts and disbursements.  As such, the measurement focus includes only those assets
and fund baances arising from cash transactions on the Statement of Net Assets - Cash Basis
and the Statement of Activities - Cash Basis. Revenues are recognized when received and
expenditures are recognized when warrants are paid. This differs from governmental GAAP,
which requires the government-wide and fiduciary fund financia statements to be reported using
the economic resources measurement focus and the accrua basis of accounting.  Under this
measurement focus and basi's of accounting revenues are recorded when earned and expenses
are recorded when aliability isincurred, regardiess of the timing of related cash flows.

The governmenta fund financid Statements were dso reported on the cash recelpt and
disbursement bass of accounting. As such, the same measurement focus and bass of
accounting were used as described aove.  This differs from governmenta GAAP, which
require governmental fund financid Statements to be reported using the current financiad
resources measurement focus and the modified accrud basis of accounting. Under this
measurement focus and basis of accounting, revenues are recognized as soon as they are both
measurable and avallable. Revenues are consdered to be available when they are collectible
within the current period or soon enough theredfter to pay liabilities of the current period.
Expenditures generdly are recorded when a ligbility is incurred, as under accrud accounting.
However, expenditures related to compensated absences and clams and judgments are
recorded only when payment is due.

D. Assets and Net Assets

Cash and cash equivalents. The County’s cash and cash equivaents are consdered to be
cash on hand and demand deposits.

Investments. The types of investments in which the County is authorized to invest funds are
enumerated in Neb. Rev. Stat. Sections 77-2315, 77-2340, and 77-2341 R.R.S. 2003, and
generdly include U.S. Government obligations, certificates of deposit, and time deposits and
securities which are authorized by the Nebraska Investment Council.

Capital Assets. Under the cash receipts and disbursements basis of accounting, capital assets
are not capitdized in the funds used to acquire or construct them. Instead, capita acquisitions
are reflected as disbursements in governmenta funds. GAAP requires capita assets, which
would include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
gdewdks, and amilar items) to be reported in the goplicable governmentd activities columnsin
the government-wide financid statements.
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SAUNDERS COUNTY

NOTESTO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Poalicies (Concluded)

Depreciation expenses on cgpitd assets were not recorded on the cash basis financid
gatements. Under GAAP, depreciation expenses would be recorded in the Statement of
Activities. The cogt of normd maintenance and repairs that does not add to the value of the
ast or extend asset lifeis not capitalized.

Compensated Absences. Veded or accumulated vacation leave that is liquidated with
expendable available financia resources is reported as an expenditure of the County funds as
paid. Upon termination, employees are paid for any unused vacation. Under the receipts and
disbursements basis of accounting, the liabilities for compensated absences are not reported
sgnce they do not represent liabilities arisng from cash transactions. Under GAAP, the
compensated absences liability would be reported in the government-wide financid statements
and would be recorded in accordance with the County’s policy, which is to recognize the
expense and accrued ligbility when vacation and compensatory leave is earned.

Restricted Net Assets. When both redtricted and unrestricted resources are available for
usg, it isthe County’s palicy to use restricted resources first, then the unrestricted resources, as
they are needed. Ne assets are reported as restricted when congtraints placed on their use are
ather externdly imposed or imposed by law through conditutiond provisons or enabdling
legidation.

Deposits and | nvestments

The County has generdly pooled the cash resources of the various funds for investment
purposes. Interest earned on pooled funds is credited to the County Generd Fund in
accordance with Neb. Rev. Stat. Section 77-2315 R.R.S. 2003.

At year end, the County’s carrying amount of deposits was $4,194,991 for County funds and
$2,723,573 for Fiduciary funds. The bank balances for dl funds totded $6,805,918. For
purposes of classfying categories of custodid risk, the bank baances of the County’s deposits
as of June 30, 2005 were ether entirdy insured or collateraized with securities held by the
County’ s agent in the County’ s name.

Property Taxes

Property taxes are levied by the County Board on or before October 15 of each year for dl

political subdivisonsin the County. Red estate and persond property taxes are due and attach
as an enforceable lien on January 1 following the levy date, and become ddinquent in two equd

ingtalments on May 1 and September 1. Motor vehicle taxes are due when gpplication is made
for regidtration of amotor vehicle.
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SAUNDERS COUNTY

NOTESTO FINANCIAL STATEMENTS
(Continued)

Property Taxes (Concluded)

Counties are permitted by the State Condtitution to levy atax of up to $.50/$100 of assessed
vauation for generd governmenta services other than the payment of principa and interest on
bonded debt. They may levy taxes in addition to the 50 cent limitation upon a vote of the

people.

The levy set in October 2004, for the 2004 taxes which will be materidly collected in May and
September, 2005, was set at $.2156/$100 of assessed vduation.  The levy st in
October 2003, for the 2003 taxes which were maeridly collected in May and September,
2004, was set at $.21761/$100 of assessed valuation. The amount collected for motor vehicle
tax isoutlined in State Statute.

Additiondly, there is currently a statutory lid limitation which limits taxation to the prior year's
level, with provisions for growth. It may be increased by 1% by a three-fourths mgjority of the
County Board.

Retirement System

The Retirement System for Nebraska Counties (the Plan) is a multiple-employer defined
contribution plan administered by the Public Employees Retirement Board in accordance with
the provisons of the Gounty Employees Retirement Act. The Han provisons are established
under Neb. Rev. Stat. Sections 23-2301 through 23-2335 and may be amended through
legidative action.

Participation in the Plan is required of dl full time employees upon the completion of 12 months
of continuous service and of dl full time eected officids upon taking office. Full time or part
time (working less than one-hdf of the regularly scheduled hours) employees may dect
voluntary participation upon reaching age 25 and completing atota of 12 months service within
afive-year period. Part time dected officials may exercise the option to join.

County employees and dected officids contribute 4.5% of their totd compensation. In
addition, the County contributes an amount equa to 150% of the employee's contribution. The
contribution rates are edtablished by Neb. Rev. Stat. Sections 23-2307 and 23-2308
R.S.Supp., 2004, and may be amended through legidative action. The employeg's and
employer's contributions are kept in separate accounts. The employee's account is fully vested.
The employer's account is fully vested dfter three years of participation in the system, including
the twelve month digibility period or credit for participation in another governmental plan prior
to actud contribution to the Plan. Prior service benefits are paid directly by the County to the
retired employee.
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SAUNDERS COUNTY

NOTESTO FINANCIAL STATEMENTS
(Continued)

Retirement System (Concluded)

A supplementd retirement plan was established on January 1, 2003 for the benefit of al present
and future commissoned law enforcement personnel employed by the County. Employees
contribute 1% of their sdary and the County contributes an amount equal to 100% of the
employee' s contribution.  In a defined contribution plan, benefits depend solely on amounts
contributed to the Plan plus investment earnings.

For the year ended June 30, 2005, 107 employees contributed $137,613; the County
contributed $206,419. Additiondly, for the year ended June 30, 2005, 15 law enforcement
employees and the County contributed $4,932 in cash contributions for the supplementa law
enforcement plan. Ladly, the County paid $,225 directly to 19 retired employees for prior
service benefits,

Risk M anagement

The County is exposed to various risks of loss rdated to torts, theft of, damage to, and
dedtruction of assets, errors and omissons, injuries to employees, and natura disasters. The
County is a member of the Nebraska Intergovernmental Risk Management Associaion
(NIRMA), a public entity risk pool currently operating as a common risk management and
insurance program for 70 counties throughout Nebraska.

The County pays an annua depost premium as caculated by the adminigtrator of the pool. The
premium is based on the losses and exposures of each County and the entire Poal. If the Pool
becomes insolvent or is otherwise unable to discharge its legd liabilities and other obligations,
the County may be assessed by the Board for an additiona contribution equa to its contribution
for the current fisca year, divided by the contribution of al participants for such year, times the
amount of such deficiency. Each such assessment, and the manner of caculating the same, shal
be sent to each county in writing, and each county shall theregfter have sixty (60) days in which
to pay the amount of such assessment. Each county shdl remain ligble for such assessments,
regardless d such county's withdrawa from participation or the termination of the agreement,
and for liahilities of the Pool incurred during such county's period of membership.

The agreement with NIRMA provides that NIRMA will provide coverage for up to a maximum
amount per occurrence and purchase commercid insurance for clams in excess of coverage
provided. In the event of aliability exceeding the commercid insurance, the County would be
respongble for funding the excess amount.
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SAUNDERS COUNTY

NOTESTO FINANCIAL STATEMENTS

(Continued)
5. Risk Management (Concluded)
NIRMA Maximum
Coverage Coverage
Generd Lidbility Clam $ 300,000 $ 5,000,000

Worker's Compensation Clam ~~ $ 300,000 Satutory Limits

Property Damage Claim $ 25,000 Insured Value at
Replacement Cost

The County has not paid any additiond assessments to the Pool in the last three fiscal years and
no assessments are anticipated for fisca year 2006. The County has not had to pay out any
amounts that exceeded coverage provided by the Pool in the last three fiscal years.

6. Interfund Transfers

Interfund transfers for the year ended June 30, 2005, congsted of the following:

Transfers from
Generd Inheritance Building Nonmajor
Transfersto Fund Fund Fund Funds Total
Generd Fund $ - $ 155078 $ 188,845 $ - $ 343,923
Building Fund 50,000 - - - 50,000
Nonmagjor Funds 261,113 253,631 - 770 515,514
Totd $ 311,113 $ 408,709 $ 188845 $ 770 $ 909,437

Trandfers are used to move unrestricted revenues collected in the General Fund and Inheritance
Fund to finance \arious programs accounted for in other funds in accordance with budgetary
authorizations.

7. Capital L eases Payable

Changes to the commitments under lease agreement for equipment and amounts to provide for
annud rental payments are asfollows:

Fitney Bowes
Postage Machine
Balance July 1, 2004 $ 7,926
Payments 2,810
Purchases -
Balance June 30, 2005 $ 5,116
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SAUNDERS COUNTY

NOTESTO FINANCIAL STATEMENTS
(Continued)

Capital L eases Payable (Concluded)

Pitney Bowes
Postage Machine

Future Payments:.
Y ear
2006 $ 4,200
2007 1,750
2008 -
2009 -
2010 -
2011-2015 -
Totd Payments 5,950
Less Interest 834
Present Vaue of Future

Minimum Lease Payments $ 5,116
Carrying Vdue of the related

Fixed asset $ 12,994

Health Services Bond

The voters of Saunders County approved a $22,140,000 bond on June 14, 2005 for the
congruction of a new hospitd, dinic, and care center. The bond proceeds are expected to be
received in December 2005 with the first payment due in December 2006.

Contingent Liabilities

The County is a defendant in various lawsuits.  Although the outcome of these lawsLits is not
presently determinable, in the opinion of the County Attorney the resolution of these matters will
not have a materid adverse effect on the financia condition of the County.
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SAUNDERS COUNTY

NOTESTO REQUIRED SUPPLEMENTARY INFORMATION
For the Y ear Ended June 30, 2005

BUDGETARY COMPARISON SCHEDULES
GAAP Reqguirements

Generdly Accepted Accounting Principles (GAAP) requires budgetary comparison schedules for the
Generad Fund, and for each mgor specid revenue fund that has a legdly adopted annua budget.

GAAP further requires the budgetary comparison schedules to include the original budget and final
budget amounts. The original budget is the first complete appropriated budget adjusted by reserves,
trandfers, alocations, supplemental gppropriations, and other legally authorized legidative and executive
changes before the beginning of the fiscd year. The origind budget would aso include actud
gppropriation amounts autometicaly carried over from prior years when required by law. The final
budget is the origind budget adjused by dl reserves trandfers, dlocations, supplementa
gppropriations, and other legdly authorized legidative and executive changes applicable to the fiscd

year as approved by the County Board or otherwise legally authorized.

Budgetary Process

The County adopts an annua budget in accordance with the statutory requirements of the Nebraska
Budget Act. The budget is prepared on the cash receipts and disbursements basis of accounting. The
budget contains only those revenues which have actudly been received by the County Treasurer. The
County does not utilize an encumbrance accounting system. All gppropriated spending authority |apses
at theend of thefisca year.

On or before August 1, the county budget-making authority prepares and transmits a budget for each
County fund to the County Board. The budget includes the requirements, the outstanding warrants, the
operating reserves to be maintained, the cash on hand at the close of the preceding fiscal year, the
revenue from sources other than taxation, and the amount to be raised by taxation. The County Board
must old at least one public hearing on the proposed budget. On or before September 20, the County
Board shal adopt the budget and appropriate the amounts specified in the budget for the departments,
offices, activities, and funds of the County.

The County Board is authorized to transfer budgeted amounts between departments within any fund
through resolution; however, if revisons are made tha dter the tota expenditures of any fund, an
additiond public hearing be held. The legd leve of budgetary control for the Generd Fund is a the
function leve, and the specid revenue fund types are a the fund levd. The County Board is aso
authorized to budget for the transfer of money between County funds.

Excess of Expenditures Over Appropriations

For the year ended June 30, 2005, expenditures exceeded budgeted appropriations in the Register of
Deeds function of the Generd Fund by $33. These over-expenditures were funded by the available
fund balance in the Genera Fund.
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The County offices had a lack of segregation of duties since one person coud handle al aspects of
processng a transaction from beginning to end. Good internd control includes a plan of
organization, procedures, and records designed to safeguard assets and provide reliable financia
records. Due to a limited number of persomel, an adequate segregation of duties may not be
possible without additional cost.

A materid weakness is a reportable condition in which the design or operation of one or more of the
interna control components does not reduce to a rdatively low leve the risk that misstatements caused
by error or fraud in amounts that would be materid in relation to the financid statements being audited
may occur and not be detected within atimely period by employees in the norma course of performing
their assgned functions. Our condderation of the internal control over financid reporting would not
necessarily disclose dl matters in the internd control that might be reportable conditions and,
accordingly, would not necessarily disclose al reportable conditions that are also considered to be
material weaknesses. However, the reportable condition described above is consdered to be a
material weakness,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Saunders County’s financiad statements are
free of materid misstatement, we performed tests of its compliance with certain provisons of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and materia
effect on the determination of financid Statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and, accordingly, we do not
express such an opinion.  The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Gover nment Auditing Standards.

We adso noted certain additiond items that we reported to management of Saunders County in a
separate |etter dated November 15, 2005.

This report is intended soldy for the information and use of the County, the appropriate Federd and

regulatory agencies, and citizens of the State of Nebraska, and is not intended to be and should not be
used by anyone other than these specified parties.

5 T— #%,.M_ 74

November 15, 2005 Deputy State Auditor
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SAUNDERS COUNTY
REPORT ON COMPLIANCE WITH REQUIREMENTSAPPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133

Board of Supervisors
Saunders County, Nebraska

Compliance
We have audited the compliance of Saunders County with the types of compliance

requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its mgor
federd programs for the year ended June 30, 2005. Saunders County’s mgjor
federa programs are identified in the Summary of Auditor’s Results section of the
accompanying Schedule of Findings and Questioned Cogts.  Compliance with the
requirements of laws, regulations, contracts, and grants gplicable to each of its
magor federd programs is the responshility of Saunders County’s management.
Our respongbility isto express an opinion on Saunders County’ s compliance based
on our audit.

We conducted our audit of compliance in accordance with auditing standards
generdly accepted in the United States of America; the standards gpplicable to
financid audits contained in Government Auditing Standards, issued by the
Comptroller Generd of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards
and OMB Circular A133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above thet could have a direct and materid effect on a
magor federa program occurred. An audit includes examining, on a test basis,
evidence about Saunders County’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide alega determination of Saunders County’s compliance with those
requirements.
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In our opinion, Saunders County complied, in al neteria respects, with the requirements referred to
above that are applicable to each of its mgor federd programs for the year ended June 30, 2005.

Internal Control Over Compliance

The management of Saunders County is respongble for establishing and maintaining effective internd
control over compliance with the requirements of laws, regulations, contracts, and grants gpplicable to
federd programs. In planning and performing our audit, we conddered Saunders County’s internd
control over compliance wth requirements that could have a direct and materid effect on a mgor
federa program in order to determine our auditing procedures for the purpose of expressing our opinion
on compliance and to test and report on the interna control over compliance in accordance with OMB
Circular A-133.

Our congderdtion of the internd control over compliance would not necessarily disclose al matters in
the interna control that might be materia weaknesses. A materia weaknessis a reportable condition in
which the design or operation of one or more of the interna control components does not reduce to a
relatively low leve the risk that noncompliance with applicable requirements of laws, regulations,
contracts, and grants caused by error or fraud that would be materid in relaion to a mgor federd
program being audited may occur and not be detected within a timely period by employees in the
norma course of performing their assigned functions. We noted no mattersinvolving the interna control
over compliance and its operation that we consider to be material weaknesses.

This report isintended solely for the information and use of the County and the appropriate Federa and
regulatory agencies. However, this report is amatter of public record and its digtribution is not limited.

5 T— #%,.M_ 74

November 15, 2005 Deputy State Auditor
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SAUNDERS COUNTY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

SECTIONI. SUMMARY OF AUDITOR'SRESULTS
Type of auditor’s report issued: Unqualified
Internal control over financia reporting:

Material weaknesses identified? X Yes No

Reportable conditions identified that are not considered

to be material weaknesses? ____Yes X None Reported
Noncompliance material to financial statements noted? ~__Yes X No
Internal control over mgor programs.
Material weaknesses identified? ~__Yes X No
Reportable conditions identified that are not considered to
be material weaknesses? ____Yes X None Reported
Type of auditor’'s report issued on compliance for mgjor
programs: Unqualified
Any audit findings disclosed that are required to be reported
in accordance with section 510(a) of OMB Circular A-133: ~__Yes X No
Magor programs. State Small Cities CDBG Program, CFDA #14.228
Dollar threshold used to distinguish between type A and
type B programs: $300,000
Auditee qualified as low-risk auditee: Yes X No

SECTION II.  FINANCIAL STATEMENT FINDINGS

Condition - There is alack of segregation of accounting functions among various County
offices and personnel. Thisis a continuing item from the prior year.

Criteria - Authorization or approva of transactions, recording of transactions, and
custody of assets should normally be segregated from each other.
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SECTION II.

SECTION I11.

SAUNDERS COUNTY

SCHEDULE OF FINDINGSAND QUESTIONED COSTS
(Continued)

FINANCIAL STATEMENT FINDINGS (Concluded)

Effect of the Condition - This lack of segregation of duties results in an inadequate

overdl interna control structure design.

Cause of the Condition - The County does not employ sufficient office personnel to
properly segregate accounting functions.

Recommendation - The County should be aware of the inherent risks associated with
improper segregation of accounting functions. The County should aso develop mitigating
controls to reduce the risk of errors or fraud associated with improper segregation of
accounting functions.

Views of Responsible Officias — The County understands condition but must consider
the cost benefit ratio based on the size of the staff.

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None Noted.
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