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DOUGLAS COUNTY COURT

SUMMARY OF COMMENTS

During our audit of the Douglas County Court, we noted certain matters involving the internal
control over financial reporting and other operational matters that are presented here. These
comments and recommendations are intended to improve the internal control over financia
reporting or result in operational efficiencies in the areas as follows:

Civil/Smdl Claims Division
1. Balancing Procedures

Criminal/Traffic Division
2. Overdue Balances

Probate Division
3. Balancing Procedures

More detailed information on the above items is provided hereafter. It should be noted that this
report is critical in nature since it contains only our comments and recommendations on the areas
noted for improvement and does not include our observations on any strong features of the Court.

Draft copies of this report were furnished to the Court to provide them an opportunity to review
the report and to respond to the comments and recommendations included in this report. The
Court declined to respond.

We appreciate the cooperation and courtesy extended to our auditors during the course of the
audit.



DOUGLAS COUNTY COURT

COMMENTSAND RECOMMENDATIONS

CivIL/SMALL CLAIMS DIVISION

1. Balancing Procedures

Sound accounting practice requires procedures be in place to ensure office records reconcile and
agree to bank activity on at least a monthly basis and fees are correctly remitted.

We noted the Civil Division's checking account balance according to bank records was $6,655
short when compared to the office records as of June 30, 2001. Of this total shortage, $5,244
was due to the over-remittance of State Fees and interest, the remaining $1,411 was the result of
both uncorrected and unknown variances in the Division’s balancing procedures. Without correct
balancing procedures, variances cannot be identified and reconciled correctly, resulting in the
possibility of loss or misuse of funds.

On August 7, 2001, the Court formally requested approval from the State Court Administrator’s
Office to use $6,655 in interest earned on the Court’'s Justice checking account to cover the
shortage in the Civil Divison's account. The Court Administrator's Office subsequently
approved the Court’ s request.

We recommend the Court identify and pay out the remaining trust
balances and close the Civil Division’s checking account.

CRIMINAL/TRAFFIC DIVISION

2. Overdue Balances

Good internal control and sound business practice require overdue balances of the Court be
reviewed on a regular basis to determine what action should be taken to collect on those
accounts.

We noted the Court did not conduct a periodic review of the cases with overdue balances and
appropriate action was not being taken by the Court to collect on those accounts. As of May 5,
2001 the total in overdue balances was $3,436,797. By August 11, 2001, the balances had
increased to $3,505,340; an increase of $68,543 in three months. Thus, the number and dollar
amount of overdue case balances was increasing rapidly and will continue to increase until some
type of action is taken to collect on these case balances. In addition, without a periodic review of
the overdue cases, there is an increased risk a case listed as outstanding will either not have
proper action taken, or that the amount outstanding may have previously been paid.



DOUGLAS COUNTY COURT

COMMENTSAND RECOMMENDATIONS

CRIMINAL/TRAFFIC DIVISION

2. Overdue Balances (Concluded)

We recommend, as we have in our prior audits, the Court
immediately implement procedures to review the listing of overdue
balances to ensure the balances are actually due the Court and to
ensure warrants or suspensions have been issued on individuas
owing money to the Court. We further recommend an effort be
made by the Court to collect on these overdue case balances.

PROBATE DIVISION

3. Balancing Procedures

Sound accounting practice requires procedures be in place to ensure office records reconcile and
agree to bank activity on at least a monthly basis and fees are correctly remitted. In addition, trust
fund balances and fees on hand should agree to the assets available to pay those liabilities.

We noted the bank account balance was not being reconciled to the listing of trust balances on a
monthly basis. Furthermore, in December 2000 the Probate Divison's checking account was
closed and the balance was transferred into the Court’s main Justice checking account. The
amount transferred was $436 short. This shortage was due to the Probate Division using $436 in
accumulated interest earned on the checking account to cover its shortage in the office’ s records.

In the future, before any bank account is closed, we recommend a
complete reconciliation be performed so that any variance that
might exist can be identified and appropriately resolved prior to
closing the account.
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INDEPENDENT AUDITORS REPORT
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Don Dunlap, CPA

Asst. Dieputy Auditor We have audited the financial statement of Douglas County Court as of and for
aud 10106 the fiscal year ended June 30, 2001, as listed in the Table of Contents. The
PRI S AT A financial statement is the responsibility of the Court's management. Our

. responsibility is to express an opinion on the financial statement based on our
Par Reding, CPA audit.

Assr, Deputy Audiven
] 10HIR

Except as noted in the fourth paragraph, we conducted our audit in accordance
with auditing standards generally accepted in the United States of America and
the standards applicable to financia audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those

nhost.cdpostate. nen,

Mary Aveny

SAE/Finance Manage;

MacyJAvery@aol com standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financia statement is free of material

Dennis Meyer misstatement.  An audit includes examining, on a test basis, evidence

Budger Coordinaror supporting the amounts and disclosures in the financial statement. An audit

dmeyer@mail sate.ne.us also includes assessing the accounting principles used and significant estimates
made by management, as well as evauating the overdl financia statement

Mark Avery presentation. We believe our audit provides a reasonable basis for our opinion.

Subedivigion Audit

nevicw |

As discussed in Note 1, the financia statement presents only the Court's
Agency Funds activity and is not intended to present fairly the financia
position and results of operations of Douglas County Court in conformity with
generally accepted accounting principles.

Robert Horz, |D

eeal Counsel



We were unable to obtain a management representation letter from the Presiding Judge of
Douglas County Court. The Presiding Judge declined to make the representation as required by
generally accepted auditing standards.

In our opinion, except for the effects of such adjustment, if any, as might have been determined to
be necessary had we been able to obtain the management representation letter from the Presiding
Judge, the financial statement referred to above presents fairly, in all materia respects, the
financia position of the Agency Funds of Douglas County Court as of June 30, 2001 and the
related activity for the fiscal year then ended in conformity with generally accepted accounting
principles.

In accordance with Government Auditing Standards, we have also issued our report dated
August 28, 2001, on our consideration of Douglas County Court’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts,
and grants. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results of
our audit.
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August 28, 2001 Deputy State Auditor



DOUGLASCOUNTY COURT

OVAHA, NBEBRASKA
STATEMENT OF CHANGESIN ASEETSAND LIABILITIES
AGENCY FUNDS
For theFscd Year Ended ne 30, 2001
Bdance Bdance
Jy 1, 2000 Additions Dedudions June30, 2001
ASETS
Cachand Deposits $ 57562 $ 19609791 $ 1985111 $ 5510372
LIABILITIES
Dueto Sae Tressure
Reguar Fess $ 1899 $ 182733 $ 1817932 $ 2370
Law Enforoamant Fess 1345 121912 121,702 1555
Interest 307 174322 181,778 @37
Siate Judges Retiramant Fund M5 103188 102932 1201
Autometion Fess 48 3956 3977 2%
Legd SavicesFees 133%6 123109 122867 1578
Bond Retanege Fee 21030 445639 4727762 338907
Dueto Courty Treesre:
Regula Fines 3139 2191415 2191459 31356
Ovaload Fnes 1790 80,330 80675 1425
Reguar Fess 1283 3B0A 37156 2161
Bond Forfature Fess 1147 219623 218546 2204
Dueto Munidpdities
Regula Fines 25633 1831175 1876517 30346
Regua Fess 7337 83375 85564 5648
Trugt Fund Bardfits
Payade 5639826 12320961 12536,1H 537453
Totd Lighilities $ 57562 $ 19609791 $ 1985111 $ 5510372

SeeNatesto FAnandd Satamat.
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DOUGLAS COUNTY COURT
NOTESTO FINANCIAL STATEMENT
June 30, 2001

Summary of Significant Accounting Policies

A. Reporting Entity

The Douglas County Court is established by State Statute and is administratively
operated through the Court Administrator's Office of the Nebraska Supreme
Court, which is part of the State of Nebraska reporting entity. The Statement of
Changes in Assets and Liabilities of the County Court reflects only the Agency
Funds activity of the Court; the receipts, and their subsequent disbursement to the
appropriate entities for which they were collected. The financial statement does
not reflect the personal services expenses of the Court, which are paid by the
Nebraska Supreme Court, or the operating expenses, which are paid by Douglas
County.

B. Basis of Accounting

The accounting records of the County Court Agency Funds are maintained, and
the Statement of Changes in Assets and Liabilities has been prepared, on the
modified accrual basis of accounting. Under this basis of accounting, fines, fees,
and receipts relating to trust funds are shown as additions to assets and as an
increase in the related liability when received because they are generaly not
measurable until actually received. Likewise, disbursements are shown as
deductions to assets and a decrease in the related liability when a check is written.

Deposits and | nvestments

Funds held by the County Court are deposited and invested in accordance with rules
issued by the Supreme Court as directed by Neb. Rev. Stat. Section 25-2713 R.R.S,,
1995. Funds are generally consolidated in an interest-bearing checking account; however,
the Court may order certain trust funds to be invested separately. Any deposits in excess
of the amount insured by the Federal Deposit Insurance Corporation are required by Neb.
Rev. Stat. Section 77-2326.04 R.R.S., 1996, to be secured either by a surety bond or as
provided in the Public Funds Deposit Security Act.

The carrying amounts and bank balances of total deposits consisting of checking accounts,
savings accounts and money market accounts, were as follows:

Totd
Cash and Deposit Deposit
Carrying Amount Cash Amount Carrying Amount Bank Balance
June 30, 2001 $ 5,510,372 $ 353 $ 5,506,837 $ 5,785,574




DOUGLAS COUNTY COURT
NOTESTO FINANCIAL STATEMENT
(Continued)

Deposits and | nvestments (Concluded)

However, Funds were entirely covered by federal depository insurance or by collateral
securities pledged to the Court and held by a Federal Reserve Bank, or by a Bank or trust
company in this State other than the depository bank, during the entire year.
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DOUGLAS COUNTY COURT
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

We have audited the financial statement of Douglas County Court as of and for
the year ended June 30, 2001, and have issued our report thereon dated
August 28, 2001. Our opinion on the financial statement of Douglas County
Court was qualified because we were unable to obtain a management
representation letter from the Presiding Judge of Douglas County Court. The
report was also modified to emphasize that the financial statement presents
only the Agency Funds of Douglas County Court. We conducted our audit in
accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the
United States.

Compliance
As part of obtaining reasonable assurance about whether Douglas County

Court’sfinancial statement is free of material misstatement, we performed tests
of its compliance with certain provisons of laws and regulations,
noncompliance with which could have a direct and material effect on the
determination of financial 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 that are required to be reported under
Government Auditing Standards. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government
Auditing Standards.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered Douglas County Court’s
internal control over financial reporting in order to determine our auditing

-9-



procedures for the purpose of expressing our opinion on the financial statement and not to
provide assurance on the internal control over financial reporting. However, we noted certain
matters involving the internal control over financial reporting and its operation that we consider to
be reportable conditions. Reportable conditions involve matters coming to our attention relating
to significant deficiencies in the design or operation of the internal control over financial reporting
that, in our judgment, could adversely affect Douglas County Court’s ability to record, process,
summarize, and report financial data consistent with the assertions of management in the financia
statement. A reportable condition is described in the Comments Section of the report as
Comment Number 1 (Balancing Procedures).

A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in
amounts that would be material in relation to the financial statements being audited may occur and
not be detected within a timely period by employees in the normal course of performing their
assigned functions. Our consideration of the internal control over financia reporting would not
necessarily disclose al matters in the interna control that might be reportable conditions and,
accordingly, would not necessarily disclose al reportable conditions that are also considered to be
material weaknesses. However, of the reportable conditions described above, we consider
comment number 1 to be a material weakness. We also noted other matters involving interna
control over financial reporting that we have reported to management of the Douglas County
Court in the Comments Section of the report as Comment Number 2 (Overdue Balances) and
Comment Number 3 (Balancing Procedures).

This report is intended solely for the information and use of the Court, the appropriate Federal
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.
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