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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

BACKGROUND

The Nebraska Health and Human Services System (HHSS) operates four veterans homes which
provide domiciliary care, nursing care, physica and occupationd therapy, group activities, crafts, and
socid and spiritud activities. To live in one of these fadilities, veterans must have served in active duty
during awar, lived in Nebraska at least two years, be disabled, and satisfy certain income requirements.
Spouses of veterans and Gold Star Mothers and Fathers are eigible under smilar requirements.

The focus of the veterans homes is on wellness; dlowing people to live their lives to the fullest through
different levels of care. The homes have a supportive reationship with various veterans  organizations
whose members donate time, money, and companionship to the members. The federd Veterans
Adminigtration provides per diem federd fund reimbursements for the Nebraska Veterans Homes and
the Homes' members pay maintenance fees based upon their ability to pay.

All the homes are located on properties owned by the State of Nebraska, except for the Thomas
Fitzgerdd Veterans Home in Omaha, which is owned by Douglas County. HHSS leases the property.

MISSION STATEMENT

“We help people live better lives through effective hedlth and human services”
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WNVH Nursing Department
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

SUMMARY OF COMMENTS

During our audit of the Nebraska Hedth and Human Services System - Western Nebraska Veterans
Home (WNVH), we noted certain matters involving the interna control over financia reporting and
other operational matters which are presented here. Comments and recommendations are intended to
improve the internd control over financid reporting, ensure compliance, or result in operationd
efficencies.

1 Leave Balancing Procedures. Two of three excess employee vacation leave balances tested
were not balanced, or approved for excess carry-forward, a December 31% of the calendar
year.

2. Permanently Leased Vehicle Use: One of the WNVH’s three permanently leased vehicles
was underutilized, per DAS-TSB standards.

3. Internal Control — Receipts/Receivables. Oneindividua was capable of handling al phases
of receivable processng from beginning to end, Genera Document postings were not verified
by the WNVH, and the WNVH permitted the cashing of persona employee checks from
receipts on hand.

More detailed information on the above items is provided heregfter. It should be noted this report is
critica in nature since it contains only our comments and recommendations on the areas noted for
improvemen.

Draft copies of this report were furnished to the WNVH to provide them an opportunity to review the
report and to respond to the comments and recommendations included in this report.  All forma
responses received have been incorporated into this report. Responses have been objectively evauated
and recognized, as appropriate, in the report. Responses that indicate corrective action has been taken
were not verified at thistime but will be verified in the next audit.

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



NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

COMMENTSAND RECOMMENDATIONS

1. L eave Balancing Procedur es

Title 273 Nebraska Classified System Personnd Rules and Regulations, Chapter 9, Section 004.02 and
the Nebraska Association of Public Employees (NAPE) Contract Article 14.7 state that an employee's
accumulated vacation time in excess of thirty-five days [280 hours] shdl be forfeited as of the end of
business on December 31% of each calendar year. The Nebraska Classified System Personnel Rules
and Regulations further dlow for Agency head approva of carryover for excess leave in specid and
meritorious cases.

Three employees with vacation leave balances in excess of 280 hours a& caendar year-end were
selected for leave bdance testing. Two of the three employees tested did not use their excess leave
prior to December 31%, yet their vacation leave balances were not approved for excess carry-forward
or forfeited back to 280 hours.

As a reault, the WNVH was not in compliance with Nebraska Classified System Personnd Rules and
Regulations and the NAPE Contract as they relate to baancing of employee vacation leave and the
employeesin question carried over excess leave balances.

We recommend the WNVH implement review procedures adequate to
ensure al employee vacation leave is balanced or approved for excess
carry-forward as outlined in the Nebraska Classified System Personnd
Rules and Regulations and the NAPE employee union contract.

WNVH’ s Response:
VWNVH will remind all employees in advance of the year-end to review their leave balances,
so employees can manage their balances and avoid losing leave.

HR Director will review the leave balances of all WNVH employees in January each year to
ensure vacation leave balances in excess of the 280 hours have been adjusted. This same
procedure will be used to ensure all sick leave balances are adjusted.

2. Permanently L eased Vehicle Use

Depatment of Adminigrative Services (DAS)- Trangportation Service Bureau (TSB) standards for
permanently assigned motor vehicles require, in part, that a permanently leased vehicle mugt “travel a
minimum of 1,000 miles per month” and “ be utilized seventeen working days per month.”

The WNVH had three vehicles on permanent lease from TSB. One of the vehicles, a Chevrolet
Suburban 4x4, was used an average of 171 miles per month from the period May 1, 2001 to April 30,
2002. Furthermore, during that period the vehicle was used an average of 10 days per month, primarily
for locdl trave.



NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

COMMENTSAND RECOMMENDATIONS

2. Permanently L eased Vehicle Use (Concluded)

Asareault, the WNVH’s utilization of this vehideisin conflict with DAS-TSB usage standards.

We recommend the WNVH review the cost-benefit of its permanently
leasad vehicles on aregular basis. In the case of a utility vehicle, which
the WNVH feds is particularly useful in the winter months for safety
reasons, the WNVH may want to condder other less costly options,
such as requesting TSB add a utility vehicle to ther vehicle podl in
Scottshluff, and then checking it out from TSB on an as-needed daily
bass. Alternatively, WNVH may want to consder leasng such a
vehicle only during the winter months.

WNVH'’s Response:  The audit of FYO2 does show an under usage of the leased Suburban.

WNVH feels it is necessary to retain the lease. The 1998 Suburban currently has an odometer
reading of 48,598 miles. The average monthly usage has been 1,012 miles. FYO02 had a very
mild winter with one recorded snowfall in the Scottsbluff area, limiting the usage, thus
explaining the under usage for FY02.

3. Internal Controls— Receipts/Receivables

Good internd control requires a plan of organization, procedures, and records designed to safeguard
assets and provide reliable financid records. A good system of internd control would include adequate
Segregation of duties so no one individud can handle dl phases of a transaction. In addition, sound
accounting practices require verification of individuad transaction postings to ensure dl transactions are
completey and accurately posted to the accounting system. Lastly, good internd control prohibits
cashing of persond employee checks from receipts on hand because such transactions are not related to
the function of the WNVH and ater the compostion of the origind receipts.

During our review of the receipt and receivable procedures of the WNVH, we noted the following:

One individud was capable of handling al phases of the receivable process, including receipt of
member maintenance funds, preparation and reconciliation of the monthly members
maintenance billings, and posting of adjustments to member accounts.  Adjustments were not
periodicaly reviewed, or approved, by someone independent of the recei pting process.

General Documents were not reconciled to the Nebraska Accounting System (NAS) Posted
Transaction Report or the Generd Ledger for Ingtitution Cash Fund 2252 and Federal Cash
Award Fund 4810 in order to verify transaction coding, account codes, amounts, and related
information was posted correctly.



NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

COMMENTSAND RECOMMENDATIONS

3. I nternal Controls— Receipts/Receivables (Concluded)

In addition, during a surprise cash count n the Business Office, one persona check, totaing
$35, was observed in the receipts on hand. This persond check had been cashed for a
Business Office employee using cash on hand from cafeteria receipts.

A lack of segregation of duties over recelvables, alack of transaction reconciliation procedures, and the
practice of cashing employees persond checks from receipts on hand, al increase the WNVH' srisk of
loss, theft, or misuse of funds.

We recommend the WNVH implement compensating controls over
receivables, such as having the Business Manager periodicdly review
adjusgments made to member maintenance accounts. We dso
recommend Genera Documents be reconciled to either the NAS
Genera Ledger or the Daily Posted Transaction Reports. Such reviews
and reconciliations should be documented in order to be relied upon as
functioning internad controls.  Ladtly, we recommend the WNVH
immediady discontinue its practice of cashing employee persond
checks.

WNVH' s Response:

- Internal procedures have been changed; the individual that prepares and reconciles the
monthly report, no longer receipts the member maintenance or disburses petty cash.
Adjustments will be reviewed, approved, and initialed by the Administrative Support Service
Manager before adjustments are made to the member’ s accounts.

The Administrative Support Service Manager has begun to reconcile the posted transactions
to the General Ledger, receipt General Document, and/or the transmittal documents.

A memo from the Administrative Support Service Manager has been sent to each employee
regarding the cashing of personal checks. No personal checks will be cashed for any reason
except to pay for purchases from the Canteen or for meals.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

INDEPENDENT AUDITORS REPORT

We have audited the accompanying financid datements of the governmentd
activities, eech mgor fund, and the aggregate remaining fund information of the
Nebraska Hedth and Human Services System - Western Nebraska Veterans
Home (WNVH), as of and for the year ended June 30, 2002, which collectively
comprise the WNVH’ s basic financid statements as listed in the Table of Contents.
These financid statements are the responghility of the WNVH’s management. Our
respongbility is to express an opinion on these financid statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financid audits
contained in Government Auditing Standards, issued by the Comptroller Generd
of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financia dtatements are free of
materid misstatement.  An audit includes examining, on a test bass, evidence
supporting the amounts and disclosures in the financid statements. An audit dso
includes assessing the accounting principles used and sgnificant estimates made by
management, as Well as evauating the overal financid statement presentation. We
believe our audit provides a reasonable basis for our opinions.

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

Also, as discussed in Note 1, the financid statements of the Nebraska Hedlth and
Human Services Sysem - Western Nebraska Veterans Home, are intended to
present the cash balances and changes in cash balances of only that portion of the
governmental  activities, eech mgor fund, and the aggregate remaining fund
information of the State that is attributable to the transactions of the Nebraska
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Hedth and Human Services System - Western Nebraska Veterans Home. They do not purport to,
and do not, present fairly the cash balances of the governmenta activities, each mgor fund, and the
aggregate remaining fund information of the State of Nebraska as of June 30, 2002, and its changesin
cash baances for the year then ended in conformity with the cash receipts and disbursements basis of
accounting.

In our opinion, the financid Statements referred to above present farly, in dl materid respects, the
respective cash bdances of the governmenta activities, each mgor fund, and the aggregate remaining
fund information of the Nebraska Hedth and Human Services System - Western Nebraska Veterans
Home, as of June 30, 2002, and the respective changes in cash balances thereof for the year then ended
in conformity with the basis of accounting described in Note 1.

In accordance with Gover nment Auditing Standar ds, we have also issued our report dated August 1,
2002, on our consderation of the Nebraska Health and Human Services System - Western Nebraska
Veterans Home's interna control over financid reporting and our tests of its compliance with certain
provisons of laws, regulations, contracts, and grants. That report is an integra 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.

Our audit was conducted for the purpose of forming opinions on the financia statements that collectively
comprise the WNVH’s badc financid datements. The accompanying combining statements and

schedules are presented for purposes of additiond anadysis and are not a required part of the basic
financid datements of the Nebraska Hedth and Human Services System - Western Nebraska
Veterans Home. Such information, except for that portion marked “unaudited,” on which we express
no opinion, has been subjected to the auditing procedures gpplied in the audit of the basic financid

gatements and, in our opinion, isfarly dated in al materid respectsin rdation to the financid satements
taken asawhole.

%ﬁé) e 1

August 1, 2002 Assgant Deputy Auditor



NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME
STATEMENT OF NET ASSETSARISING FROM CASH TRANSACTIONS
June 30, 2002

GOVERNMENTAL
ACTIVITIES
TOTAL
(Memorandum
Only)
Assets
Cash in State Treasury $ (21,402)
Petty Cash 3,000
Total Assets $ (18,402)
Net Assets
Unrestricted $ (18,402)
Total Net Assets (Note 6) $ (18,402)

The accompanying notes are an integral part of the financial statements.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM

WESTERN NEBRASKA VETERANS HOME
STATEMENT OF ACTIVITIES- CASH BASIS

June 30, 2002

Disbursements:
Personal Services
Operating
Travel
Capital Asset Purchases
Total Disbursements

Program Receipts:
Charges for Services
Net Program Receipts (Disbursements)

General Receipts and Other Financing Sources (Uses):

Appropriations
Unrestricted Investment Interest
Other Financing Sources & Uses
Total General Receipts, and
Other Financing Sources (Uses)

Change in Net Assets
Net Assets July 1, 2001

Net Assets June 30, 2002 (Note 6)

The accompanying notes are an integral part of the financial statements.
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Governmental
Activities FUNCTION
TOTAL
(Memorandum Health and Capital
Only) Saocia Services Outlay
$ 2915479 $ 2,915479 -
1,773,363 1,773,290 73
18,206 18,206 -
34,868 34,868 -
4,741,916 4,741,843 73
2,815,475 2,815,475 -
(1,926,441) (1,926,368) (73)
1,671,164
16,098
(@)
1,687,260
(239,181)
220,779
$ (18,402)



NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME
STATEMENT OF ASSETSAND FUND BALANCESARISING FROM CASH TRANSACTIONS
GOVERNMENTAL FUNDS
June 30, 2002

Major Funds
Total
Governmental

Institution Federa Cash Funds
Cash Award (Memorandum

Fund 2252 Fund 4810 Only)

Assets
Cash in State Treasury $ 75169 $ (96,571) $ (21,402)
Petty Cash 3,000 - 3,000
Total Assets $ 78,169 $ (96,571) $ (18,402)
Fund Balances

Unreserved $ 78,169 $ (96,571) $ (18,402)
Total Fund Balances (Note 6) $ 78169 $ (96,571) $ (18,402)

The accompanying notes are an integral part of the financial statements.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM

WESTERN NEBRASKA VETERANS HOME

STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGESIN FUND BALANCES
GOVERNMENTAL FUNDS

For the Fiscal Y ear Ended June 30, 2002

Major Funds Other Funds
Total
Governmental
Ingtitution Federal Cash Multi-Purpose Funds
General Cash Award Building (Memorandum
Fund 1000 Fund 2252 Fund 4810 Fund 3300 Only)
RECEIPTS:
Appropriations $ 167.,091 $ - % - % 73 % 1,671,164
Sales and Charges - 1,672,871 1,141,424 - 2,814,295
Miscellaneous:
Investment I nterest - 8,642 7,456 - 16,098
Other Miscellaneous - 1,162 18 - 1,180
TOTAL RECEIPTS 1,671,091 1,682,675 1,148,898 73 4,502,737
DISBURSEMENTS BY FUNCTION:
Capital Outlay - - - 73 73
Health and Social Services 1,671,091 1,664,288 1,406,464 - 4,741,843
TOTAL DISBURSEMENTS 1,671,091 1,664,288 1,406,464 73 4,741,916
Excess of Receipts Over Disbursements - 18,387 (257,566) - (239,179)
OTHER FINANCING SOURCES (USES):
Distributive Activity:
Ins - 1,067 - - 1,067
Outs - (1,069) - - (1,069)
TOTAL OTHER FINANCING SOURCES (USES) - (2) - - (2)
Net Change in Fund Balances - 18,385 (257,566) - (239,181)
FUND BALANCES, JULY 1, 2001 - 59,784 160,995 - 220,779
FUND BALANCES, JUNE 30, 2002 (Note 6) $ - $ 78,169 $ (96,571) $ - $ (18,402)

The accompanying notes are an integral part of the financial statements.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME
STATEMENT OF FIDUCIARY NET ASSETS
ARISING FROM CASH TRANSACTIONS
FIDUCIARY FUNDS
June 30, 2002

Private-Purpose

Trust Funds
Assets
Cash in State Treasury $ 51,313
Cashin Bank - Member Trust 10,709
Total Assets $ 62,022
Net Assets
Held in trust for:
Members' Accounts $ 18,205
Canteen Amusement 43,817
Total Net Assets $ 62,022

The accompanying notes are an integral part of the financial statements.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME
STATEMENT OF CHANGESIN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
For the Fiscal Y ear Ended June 30, 2002

Private-Purpose

Trust Funds
ADDITIONS:
Contributions $ 9,348
Sales and Charges 14,062
Member Accounts 94,957
Total Additions 118,367
DEDUCTIONS:
Member Accounts 103,971
Operating 26,925
Total Deductions 130,896
Changein Net Assets Held in Trust (12,529)
Net Assets July 1, 2001 74,551
Net Assets June 30, 2002 $ 62,022

The accompanying notes are an integral part of the financial statements.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

NOTESTO FINANCIAL STATEMENTS
For the Fiscal Y ear Ended June 30, 2002

Summary of Significant Accounting Policies

The accounting policies of the Nebraska Hedth and Human Services System - Western
Nebraska Veterans Home are on the basis of accounting as described in the Nebraska
Accounting Sysem Manud.

A. Reporting Entity

The Nebraska Hedth and Human Services Sysem - Western Nebraska Veterans Home
(WNVH) is afacility within the Nebraska Health and Human Services System. The Nebraska
Hedth and Human Services System consdts of three State agencies established under and
governed by the laws of the State of Nebraska. As such, WNVH is exempt from State and
Federa incometaxes. The financd statementsinclude al funds of the WNVH.

The Nebraska Hedlth and Human Services System - Western Nebraska Veterans Home is
part of the primary government for the State of Nebraska s reporting entity.

B. Basis of Presentation

Facility-wide Financial Statements. The Statement of Net Assets Arisng from Cash
Transactions and Statement of Activities - Cash Basis display information about the activities of
the WNVH, and are in the format of government-wide statements as required by Governmentd
Accounting Standards Board (GASB) Statement Number 34. These statements include all the
financid activities of the WNVH, except for fiduciary activities. Internd activities in these
gatements have not been iminated. Governmenta generdly accepted accounting principles
(GAAP) would require interna activity to be diminated to minimize double counting. The
WNVH reports governmental activities only. Governmentd activities generdly are financed
through taxes, intergovernmenta revenues, and other nonexchange transactions.

The statement of activities demongrates 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
customers or gpplicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or ssgment and 2) grants and contributions that are
restricted to meeting the operational or capita requirements of a particular function or segment.
Generd receipts include al other receipts properly not included as program receipts. The
WNVH reported the following generd receipts 1) Appropriations, which are granted by the
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

NOTESTO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Palicies (Continued)

Legidature to make disbursements and to incur obligations. The amount of appropriations
reported as receipts is the amount spent. 2) Unredtricted Investment Interest. Investment of dl
avalable cash is made by the State Investment Officer. Interest is distributed based on the
average daily book cash balance of funds designated for investment.

Fund Financial Statements. The Statement of Assets and Fund Baances Arising From Cash
Transactions and the Statement of Receipts, Disbursements, and Changes in Fund Baances
provide information about the WNVH’s governmental funds. The Statement of Fiduciary Net
Assets Arisng from Cash Transactions and the Statement of Changes in Fiduciary Net Assets
provide information about WNVH’s fiduciary funds. GAAP requires separate statements by
fund category - governmenta, proprietary, and fiduciary. The WNVH uses governmental and
fiduciary fund categories. The emphasis of fund financid statements is on mgor governmenta
funds. All remaining governmentd funds are aggregated and reported as nonmgor funds.

The WNVH reports the following mgor governmenta funds:

General Fund. Thisfund accounts for the WNVH’s share of Legidative gppropriations.
Ingitution Cash Fund. This fund accounts for receipt of member maintenance charges in
various forms, eg., socid security benefits, veterans adminigtration benefits, and private

member payments.

Federal Cash Award Fund. This fund accounts br federa reimbursements received by
WNVH on aper diem basis for the providing of member care by WNVH.

The WNVH aso reports the following other funds:

Multi-Purpose Building Fund. This fund accounts for the revenues and expenditures
associated with the acquigtion or congtruction of capitd facilities.

Canteen Amusement and Patient Trust Funds. These funds account for assets held by the

State in atrustee cgpacity. Disbursements are made in accordance with the terms of the trudts.
No appropriation control is established for these funds.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

NOTESTO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Palicies (Continued)

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 basis of accounting. The accounting records of the WNVH are
maintained and the Facility-wide financid statements were reported on the basis of cash receipts
and disbursements.  As such, the measurement focus includes only those assets and fund
balances arisng from cash transactions on the Statement of Net Assats Arising From Cash
Transactions and the Statement of ActivitiessCash Bads. Revenues are recognized when
received and expenditures are recognized when pad for dl funds of the WNVH. This differs
from governmentd GAAP, which requires the Facility-wide and fiduciary fund financid
satements to be reported using the economic resources measurement focus and the accrud
basis of accounting. Under this measurement focus and basis of accounting revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Grants and Smilar items are recognized as revenue as soon as dl
digibility requirements imposed by the provider have been met.

The governmenta fund financid Statements were dso reported on the cash recept and
disbursement bass of accounting. As such, the same measurement focus and bass of
accounting were used as described above.  This differs from governmenta GAAP, which
requires governmenta fund financia datements to be reported using the current financid
resources measurement focus and the modified accrua bass of accounting. Under this
measurement focus and bads 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 thereafter to pay liabilities of the current period. For
this purpose, the State of Nebraska consders revenues to be avalable if they are collected
within one year of the end of the current fisca period. Expenditures generaly are recorded
when a ligbility is incurred, as under accrua accounting. However, expenditures related to
compensated absences and clams and judgments are recorded only when payment is due.

D. Assets and Net Assets

Cash in State Treasury. Cash in the State Treasury represents the cash balance of afund as
reflected on the Nebraska Accounting System.  Investment of dl avallable cash is made by the
State Investment Officer, on a daily bass, based on tota bank baances. Investment income is
distributed based on the average daily book cash baance of funds desgnated for investment.
Determination of whether afund is consdered designated for investment is done on an individua
fund bags. All of the funds of the WNVH were designated for investment during fisca year
2002.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

NOTESTO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Palicies (Concluded)

Inventories. Disoursements for items of an inventory nature are consdered expended at the
time of purchase rather than at the time of consumption.

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, capital acquisitions
are reflected as disbursements in governmental funds. GAAP requires capitd assets, which
would include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sdewaks, and smilar items) to be reported in the gpplicable governmentd activities columnsin
the government-wide financid dtatements.

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

Compensated Absences. All permanent employees working for the WNVH earn sick and
annud leave and are dlowed to accumulate compensatory leave rather than being pad
ovetime. Temporary and intermittent employees and Board and Commission members are not
eigible for paid leave. Under the receipts and disbursements basis of accounting, the ligbilities
for compensated absences are not reported since they do not represent liabilities arisng from
cash transactions. Under GAAP, the compensated absences liability would be reported in the
government-wide and fiduciary fund financid statements, and would be recorded in accordance
with the State of Nebraska policy which is to recognize the expense and accrued liability when
vacation and compensatory leave is earned or when sick leave is expected to be pad as
termination payments.

Restricted Net Assets. When both restricted and unrestricted resources are available for
use, it isthe WNVH’ s palicy to use restricted resources first, then the unrestricted resources, as
they are needed. Net assets are reported as restricted when constraints placed on their use are
ather externdly imposed or imposed by law through conditutional provisons or enabling
legidation.

Totals

The Totds "Memorandum Only" column represents an aggregation of individua account
baances. The column is presented for overview informationa purposes and does not present
consolidated financid information because interfund balances and transactions have not been
diminated.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

NOTESTO FINANCIAL STATEMENTS
(Continued)

Contingencies and Commitments

Risk Management. The WNVH is exposed to various risks of loss related to torts, theft of,
damage to, or destruction of assets, errors or omissons, injuries to employees, and natura
disasters. The WNVH, as part of the primary government for the State, participates in the
State's risk management program.  The Nebraska Department of Adminidtrative Services
(DAS) Dividon of Risk Management is responsble for maintaining the insurance and sHf-
insurance programs for the State.  The State generaly sdlf-insures for generd 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.
Insurance is o purchased for medica payments, physica damage, and uninsured and
underinsured motorigts with various limits and deductibles. State agencies have the
option to purchase coverage for physica damage to vehicles.

B. The DAS-Parsonnd Divison mantains hedth care and life insurance for digible
employees.

C. Crime coverage, with a limit of $1 million for each loss, and a $10,000 retention per
incident.

D. Real and persond property on a blanket basis for losses up to $250,000,000, with a
sf-insured retention of $200,000 per loss occurrence. Newly acquired properties are
covered up to $1,000,000 for 60 days or until the value of the property is reported to
the insurance company. The perils of flood and earthquake are covered up to
$10,000,000.

E Stae agencies have the option to purchase building contents and inland marine
coverage.

No settlements exceeded commercia insurance coverage in any of the past three fiscd years.
Hedth care insurance is funded in the Compensation Insurance Trust Fund through a
combination of employee and State contributions.  Workers compensation is funded in the
Workers Compensation Interna Service Fund through assessments on each agency based on
total agency payroll and past experience. Tort clams, theft of, damage to, or destruction of
assets, errors or omissions, and natura disasters would be funded through the State Generd
Fund or by individua agency assessments as directed by the Legidature, unless covered by
purchased insurance. No amounts for estimated claims have been reported in the Nebraska
Hedth and Human Services Sysem - Western Neoraska Veterans Home's financid
Satements.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

NOTESTO FINANCIAL STATEMENTS
(Continued)

Contingencies and Commitments (Concluded)

Litigation. The potentid amount of liability involved in litigation pending againgt the WNVH, if
any, could not be determined at this time. However, it is the WNVH's opinion thet find
Settlement of those matters should not have an adverse effect on the WNVH's ability to
adminigter current programs.  Any judgment againgt the WNVH would have to be processed
through the State Claims Board and be approved by the Legdature.

State Employees Retirement Plan (Plan)

The Plan is a sngle-employer defined contribution plan administered by the Public Employees
Retirement Board in accordance with the provisions of the State Employees Retirement Act and
may be amended ly legidative action. In the defined contribution plan, retirement benefits
depend on total contributions, investment earnings, and the investment options selected. Prior
to April 18, 2002, membership in the Plan was mandatory for dl permanent full-time employees
on reaching the age of thirty and completion of twenty-four months of continuous service. Full
time employee is defined as an employee who is employed to work one-haf or more of the
regularly scheduled hours during each pay period. Voluntary membership is permitted for all
permanent full-time or permanent part-time employees upon reaching age twenty and
completion of twelve months of permanent service within a five-year period. Any individud
appointed by the Governor may elect to not become a member of the Plan. Legidative Bill 687
(2002), effective April 18, 2002, dated al permanent full-time employees shdl begin
participation in the plan upon completion of twelve continuous months of service,

Employees contribute 4.33% of their monthly compensation until such time as they have paid
during any cdendar year atotd of eight hundred sixty four dollars, after which time they pay a
sum equd to 4.8% of their monthly compensation for the remainder of such cdendar year. The
WNVH matches the employee’s contribution at arate of 156%.

The employee's account is fully vested. The employer’s account is vested 100% after five
years participation in the system (prior to April 18, 2002) or at retirement. Legidative Bill 687
(2002), effective April 18, 2002, changed the vesting requirement to a total of three years
participation in the system, which includes the twelve month digibility period or credit for
participation in another governmenta plan prior to actua contribution to the Plan.

For the fiscal year ended June 30, 2002, employees contributed $67,884 and the WNVH
contributed $105,899.
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NOTESTO FINANCIAL STATEMENTS
(Continued)

Digtributive Activity

Didributive Activity transactions are those recorded directly to a fund's ligbility accounts rather
than through a receipt or disbursement account. These transactions represent funds received by
the WNVH, which are owed to some individud, organization, or other government agency, or
are deposits, which will be returned on completion of some specified requirement.

The WNVH 's Digributive Activity for the audit period conssts of sdes tax collections and
remittances to the Nebraska Department of Revenue.

Negative Fund Balance

The Governmenta Funds of the WNVH include the Federal Cash Award Fund 4810. This
Nebraska Accounting System (NAS) Fund is aso used by other Hedth and Human Services
System Programs, including dl four Nebraska Veterans Homes. The Hedth and Human
Services System utilizes an accounting subsystem to alocate recel pts and disbursements to each
Program. The Western Nebraska Veterans Home portion of the NAS fund balance a June
30, 2002 was negative. The negative fund balance was $96,571 at June 30, 2002. The
Federd Cash Award Fund 4810 activity for the WNVH isonly a portion of the total activity for
Fund 4810 as recorded on NAS. The Fund was not negative on a combined basis for dl four
Veterans Homes. The NAS does not dlow disbursements to be made in excess of the actua
fund baance.
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME
COMBINING STATEMENT OF FIDUCIARY NET ASSETS
ARISING FROM CASH TRANSACTIONS
FIDUCIARY FUNDS
June 30, 2002

Canteen
Amusement Patient Total
Trust Trust Private-Purpose
Fund 6822 Fund 6841 Trust Funds
Assets
Cash in State Treasury $ 43817 3% 749 $ 51,313
Cash in Bank - Member Trust - 10,709 10,709
Total Assets $ 43817 $ 18205 $ 62,022
Net Assets
Held in trust for:
Members' Accounts $ - 0% 18205 $ 18,205
Canteen Amusement 43,817 - 43,817
Total Net Assets $ 43817 $ 18205 $ 62,022
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME
COMBINING STATEMENT OF CHANGESIN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
For the Fiscal Y ear Ended June 30, 2002

Canteen
Amusement Patient
Trust Trust Private-Purpose
Fund 6822 Fund 6841 Trust Funds
ADDITIONS:
Contributions $ 9,348 % - % 9,348
Sales and Charges 14,062 - 14,062
Member Accounts - 94,957 94,957
Total Additions 23,410 94,957 118,367
DEDUCTIONS:
Member Accounts - 103,971 103,971
Operating 26,925 - 26,925
Total Deductions 26,925 103,971 130,896
Changein Net Assets Held in Trust (3,515) (9,014) (12,529)
Net Assets July 1, 2001 47,332 27,219 74,551
Net Assets June 30, 2002 $ 43817 $ 18205 $ 62,022
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Capacity (1)

Average Daily Census (2)

Occupancy Rate (2)/(1)

Total Domiciliary and Nursing Care Members (3)
Number of Full-time Equivalents (FTEs) at June 30 (4)
Average Number of FTES per Member (4)/(3)

Total Net Operating Costs (5)

Member Days of Care Furnished:

Veteran days

Non-veteran days
Total Nursing Days (6):

Average Net Daily Costs per Member (5)/(6)

NEBRASKA HEALTH AND HUMAN SERVICES SY STEM

WESTERN NEBRASKA VETERANS HOME
MEMBER CARE STATISTICS
UNAUDITED

Total Fiscal Year 2000

Total Fiscal Year 2001

Total Fiscal Year 2002

Domiciliary Nursing Domiciliary Nursing Domiciliary Nursing
Care Care Care Care Care Care
90 50 90 50 90 50
47 45 46 44 45 44
52.22% 90.00% 51.11% 88.00% 50.00% 88.00%
92 90 89
84.9 84.52 90.25
0.923 0.939 1.014
$ 1,824,730 $ 2,608,022 $ 1,695,136 $ 2,747,962 1,696,750 $ 2,939,548
12,809 15,284 11,890 14,508 11,948 13,851
4,384 1,091 4,874 1,477 4,441 2,111
17,193 16,375 16,764 15,985 16,389 15,962
106 159 101 172 104 184
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Number of Members
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME
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Member Days
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Operating Costs
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

Total Operating Costs
UNAUDITED
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Full-Time Equivalents (FTES)
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME

Total Full-Time Equivalents (FTE) Used
UNAUDITED

Fiscal Year 2000 Fiscal Year 2001 Fiscal Year 2002

== FTEs Used

84.9 84.52 90.25
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NEBRASKA HEALTH AND HUMAN SERVICES SYSTEM
WESTERN NEBRASKA VETERANS HOME
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 financid datements of the Nebraska Hedth and Human
Services System - Western Nebraska Veterans Home as of and for the year
ended June 30, 2002, and have issued our report thereon dated August 1, 2002.
The report notes the financid statements were prepared on the bass of cash
receipts and disbursements and was modified to emphasize that the financia
gtatements present only the funds of the Nebraska Hedth and Human Services
Sysdem - Western Nebraska Veterans Home. We conducted our audit in
accordance with auditing standards generally accepted in the United States of
America and the sandards applicable to financid audits contained in Gover nment
Auditing Standards, issued by the Comptroller Generd of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Nebraska Health and
Human Services Sysem - Western Nebraska Veterans Home's financid
datements are free of materid misstatement, we performed tests of its compliance
with certain provisons of laws, regulations, contracts, and grants, honcompliance
with which could have a direct and materid effect on the determination of financid
datement 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. We also
noted certain mmateriad instances of noncompliance that we have reported to
management of the Nebraska Hedth and Human Services System — Western
Nebraska Veterans Home in the Comments Section of this report as Comment
Number 1 (Leave Bdancing Procedures) and Comment Number 2 (Permanently
Leased Vehicle Use).
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Internal Control Over Financid Reporting

In planning and performing our audit, we considered the Nebraska Hedlth and Human Services System
- Western Nebraska Veterans Home's interna control over financid reporting in order to determine
our auditing procedures for the purpose of expressing our opinion on the financia statements and not to
provide assurance on the internd control over financia reporting. Our congderdtion of the interna
control over financid reporting would not necessarily disclose dl matters in the interna control over
financid reporting that might be materid weaknesses. A materid weekness is a condition in which the
design or operaion of one or more of the internal control components does not reduce to a relatively
low leve the risk that misstatements in amounts that would be materid in relation to the financia
gatements being audited may occur and not be detected within a timely period by employees in the
norma course of performing their assgned functions. We noted no matters involving the interna control
over financia reporting and its operation that we consider to be materid weaknesses. However, we
noted a certain matter involving the internd control over financid reporting that we have reported to
management of the Nebraska Hedth and Human Services System - Western Nebraska Veterans
Home in the Comments Section of this report as Comment Number 3 (Internal Control-Receipts).

This report is intended solely for the information and use of the WNVH, the appropriate Federad 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.

%ﬁé) e 1

August 1, 2002 Assgtant Deputy Auditor
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