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DOUGLAS COUNTY COURT

SUMMARY OF COMMENTS

During our audit of Douglas County Court, we noted certain matters involving the internd control over
financid reporting and other operationd matters that are presented here.  These comments and
recommendations are intended to improve the interna control over financid reporting or result in
operationd efficienciesin the areas asfollows:

L Overdue Balances: Overdue case baances need to be aggressvely reviewed on an ongoing
basis to determine what, if any, action needs to be taken to resolve the accounts.

2. Unclaimed Property: At June 30, 2002, the County Court had $6,505 in outstanding checks
which were over three years old and had not been reported to the State Treasurer in
accordance with State Statute.

3. Records Retention: The County Court could not locate citations for two of Sxty receipts
selected for testing.

More detailed information on the above items is provided heresfter. It should be noted that this report
is critica in nature Snce it contains only our comments and recommendations on the areas noted for
improvement and does not include our observations on any strong festures 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.  All formd
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 a 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.



DOUGLAS COUNTY COURT

COMMENTS AND RECOMMENDATIONS

1. Overdue Balances

Good internd control and sound business practice require overdue baances of the County Court be
reviewed on a regular basis to determine what action should be taken to collect on those accounts.
Without aregular review of overdue case balancesthere is an increased risk a case listed as outstanding
will ether not have proper further action taken, or that the amount overdue may have previoudy been
paid and/or resolved and is incorrectly shown as overdue.

Three of thirty overdue baances tested involved crimind cases in which the defendants had been
unsatisfactorily released from probation. However, in each of the three cases, any fines, retitution, or
costs which remained due at the time of unsatisfactory release were not waived and/or claimed and
instead continued to be reflected as overdue baances. Furthermore, as was noted in the prior audit, as
of August 11, 2001, the grand total of overdue baances totaled $3,505,340. Asof May 10, 2003, the
grand total of overdue balances totaed $4,024,177, an increase of $518,837. The number and dollar
amount of overdue case baances will continue to increase until some type of aggressive review/action is
taken to either collect on or otherwise resolve these overdue case balances.

We recommend, as we have in our prior audits, the County Court
review overdue balances on aregular basis to determine what action, if
any, needs to be taken to resolve the accounts.

County Court’s Response: There has been a cooperative effort between the County Court and
the City Prosecutors’ Olffice to actively review these cases and bring them to disposition.
However, due to a staffing shortage over the past year not all of the dispositions have been
finalized and or entered into the system.

2. Unclaimed Property

Neb. Rev. Stat. Section 25-2717 R.R.S. 1995 requires the County Judge to notify the State Treasurer
regarding any fees, money, or costs due or belonging to persons which have not been pad or
demanded within three years from the date the funds were paid to the County Court, and, a the
direction of the State Treasurer, to remit such funds to the State Treasurer for deposit pursuant to the
Unclaimed Property Act.

As of June 30, 2002, the Court had 415 checks, totaling $6,505, which had been outstanding for at
least three yearsin its JUSTICE checking account and had not been remitted to the State Treasurer.

We recommend the County Court work to promptly remit al unclaimed
property in its possession in accordance with State Statute.



DOUGLAS COUNTY COURT

COMMENTS AND RECOMMENDATIONS

2. Unclaimed Property (Concluded)

County Court’s Response: We are currently in the process of remitting the $6,505.00 to the
State Treasurer.

3. Records Retention

Nebraska Records Retention and Digposition Schedule 18, as issued by the Nebraska State Records
Adminigtrator, Section 18-7-7 dates the origina documents in traffic cases, including the Court’s copy
of the actud traffic citation, may be digposed of two years after the judgment was entered provided an
audit has been completed. Good internal control requires adequate financia records and supporting
documentation be retained by the County Court.

Two of sixty receipts sdlected for testing could not be verified to the case file/citation because the Court
could not locate the files and beieved them to have been destroyed during the norma records
destruction procedures. Both citations were paid in December 2001.

We recommend the County Court retain dl records, & a minimum,
according to the Nebraska Records Retention Schedule. We adso
recommend the Court implement filing procedures adequate to ensure
dl citations necessary for audit are readily available.

County Court’s Response: To the best of my information and belief the Court is complying with
State Record Retention requirements. We will review our filing procedures and institute changes
if necessary.
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We have audited the accompanying financid statement of Douglas County Court as

2 of and for the fisca year ended June 30, 2002, as listed in the Table of Contents.
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The financid satement is the respongbility of the Court's management. Our
responghility isto express an opinion on the financid statement based on our audit.

Except as noted in the fifth paragraph, we conducted our audit in accordance with
auditing standards generdly accepted in the United States of America and the
dandards applicable to financia audits contained in Government Auditing
Standards, issued by the Comptroller Genera of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financid Statement is free of materid misstatement. An audit
includes examining, on atest bas's, evidence supporting the amounts and disclosures
in the financid statement. An audit aso includes assessing the accounting principles
used and ggnificant esimates made by management, as well as evaduating the
overdl financia statement presentation. We believe our audit provides a reasonable
basis for our opinion.

As discussed in Note 1, the financid statement was prepared on the basis of cash

receipts and disbursements, which is a comprehensive bads of accounting other
than generally accepted accounting principles.
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Also, as discussed in Note 1, the financid statement presents only the Court's Agency Funds activity
and does not purport to, and does not, present fairly the assets, ligbilities, and results of operations of
Douglas County Court for the year then ended in conformity with the cash receipts and disbursements
badis of accounting.

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 generdly
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 financid statement referred to above presents fairly, in dl materia respects, the assets and liabilities
arisng from cash transactions of the Agency Funds of Douglas County Court as of June 30, 2002, and
the related activity for the fisca year then ended, on the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have aso issued our report dated May 21,
2003, on our condgderation of Douglas County Court’s interna control over financia 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.

SN /{'/%‘-7%"4« et

May 21, 2003 Deputy State Auditor
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DOUGLAS COUNTY COURT
NOTES TO FINANCIAL STATEMENT
For the Fiscal Y ear Ended June 30, 2002

Summary of Significant Accounting Policies

A.

Reporting Entity

The Douglas County Court is established by State Statute and is administratively
operated through the Cout Administrator's Office of the Nebraska Supreme Court,

which is part of the State of Nebraska reporting entity. The Statement of Changes in

Assts and Liabilities Arising from Cash Transactions of the County Court reflects only
the Agency Funds activity of the Court; the receipts, and their subsequent disbursement
to the gppropriate entities for which they were collected. The financid 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.

Basis of Accounting

The accounting records of the County Court Agency Funds are maintained, and the
Statement of Changesin Assats and Liabilities Arisng from Cash Transactions has been
prepared, on the cash receipts and disbursements 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 recaived. Likewise, disbursements
are shown as deductions to assets and a decrease in the related ligbility when a check is
written. This differs from Generdly Accepted Accounting Principles (GAAP) which
requires the accrua bass of accounting. Under GAAP, Agency Funds would be
reported in the Statement of Net Assets.  Agency Funds are not reported in the
Statement of Changes of Fiduciary Net Assets. Agency Funds are used to report
resources held by the reporting government in a purdy custodid capecity. Agency
Funds typicdly involve only the receipt, temporary investment, and remittance of
fiduciary resources to individuds, private organizations, or other governments.

Deposits and Investments

Funds held by the County Court are deposited and invested in accordance with rulesissued by

the Supreme Court as directed by Neb. Rev. Stat. Section 25-2713 R.R.S. 1995. Funds are

generdly 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 Federa Deposit Insurance Corporation are required by Neb. Rev. Stat. Section

77-2326.04 R.S.Supp., 2002 to be secured either by a surety bond or as provided in the
Public Funds Deposit Security Act.



DOUGLAS COUNTY COURT
NOTES TO FINANCIAL STATEMENT
(Continued)

Deposits and Investments (Concluded)

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

Tota
Cash and Deposit Deposit
Carrying Amount Cash Amount Carrying Amount Bank Balance
June 30, 2002 $ 5,769,744 $ 3535 $ 5,766,209 $ 6,120437

However, funds were entirely covered by federal depository insurance or by collaterd securities
pledged to the Court and held by a Federa 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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Deann Haeffner, CPA

Deputy State Auditor We have audited the financid statement of Douglas County Court as of and for the
hacliners@mailssaenens yea ended June 30, 2002, and have issued our report thereon dated May 21,
2003. Our opinion on the financid datement of Douglas County Court was
qudified because we were unable to obtain a management representation letter from
the Presiding Judge of Douglas County Court. The report was dso modified to

Don Dun !ap, CIPA

Asst. Depury Auditor

ddinlapt@ ol stice ne us

emphasize that the financid statement presents only the Agency Funds of Douglas
Pat Reding, CPA County Court prepared on the basis of cash receipts and disbursements. We
Asst. Depury Audiror conducted our audit in accordance with auditing standards generdly accepted in the
reding@mail state.ne.us United States of America and the standards applicable to financid audits contained

S 3 in Government Auditing Standards, issued by the Comptroller Genera of the
Tim Channer, CPA United States.

Asst. Depury Auditor
channer@®mail, statc.ne.us

Compliance
T As part of obtaining reasonable assurance about whether Douglas County Court’s
CAT Firianen Manasi financid statement is free of materid misstatement, we performed tedts of its
marya@mail.statc.ne.us compliance with certain provisons of laws and regulations, noncompliance with

which could have a direct and materid effect on the determingtion of financia
Dennis Meyer, CGFM  gatement amounts.  However, providing an opinion on compliance with those
-‘*flf"f|ij-'!~'!==ﬂ Budger provisons was not an objective of our audit and, accordingly, we do not express
s such an opinion. The results of our tests disclosed no instances of noncompliance

G that are required to be reported under Government Auditing Standards. \Ne
Mark Averv: CPA noted a certain immateria instance of noncompliance that we have reported to the
G hilivisinn At management of Douglas County Court in the Comments Section of this report as
Review Coardinatar Comment Number 2 (Unclaimed Property).

Internal Control Over Financia Reporting
Robert Hotz, JD In planning and performing our audit, we considered Douglas County Court’s
g 1" Sl internal control over finencia reporting in order to determine our auditing
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procedures for the purpose of expressng our opinion on the financia statement and not to provide
assurance on the internd control over financid reporting. Our consideration of the interna control over
financid reporting would not necessarily disclose dl meatters in the internd control over financid
reporting that might be materia wesknesses. A materiad weakness is a condition in which the design or
operation of one or more of the internd control components does not reduce to areatively low leve the
risk that misstatements in amounts that would be materia in relaion to the financid statement being
audited may occur and not be detected within a timely period by employees in the normd course of
performing their assgned functions. We noted no matters involving the internd control over financid
reporting and its operation that we consder to be materia weaknesses. However, we noted other
matters involving the interna control over financid reporting that we have reported to the management
of Douglas County Court in the Comments Section of this report as Comment Number 1 (Overdue
Baances) and Comment Number 3 (Records Retention).

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

May 21, 2003 Deputy State Auditor
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