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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

BACKGROUND

The Department of Natural Resources was established on July 1, 2000 when the former Department of
Water Resources and Natura Resources Commisson were merged into a sngle agency. The
Department is responsible for the adminidration and enforcement of State water laws pertaining to
water quantity, well registration, and dam and reservoir congtruction gpprova and ingpection. The
Department negotiates and administers water compacts and administers court decrees with surrounding
dates. The Department dso serves as the officia agency of the State in connection with soil and water
conservation, flood prevention, watershed protection, and flood control.

Sixteen members make up the Nebraska Natura Resources Commission, of which thirteen represent
the State's recognized river basins. The Governor appoints the other three members with approva by
the Legidatiure. Commission members representing river basins are selected for four-year terms. The
Nebraska Natural Resources Commisson carries out certain specific respongbilities in connection with
natura resources didricts. In addition, the Commission is respongble for adopting and amending the
Depatment rules and regulations for the Smal Watersheds Flood Control Fund, the Nebraska
Resources Development Fund, the Nebraska Soil and Water Conservation Fund, the Water Well
Decommission Fund, and the Naturd Resources Water Qudity Fund, al of whichare administered by
the Department of Natural Resources.

MISSION STATEMENT

Adminisger and regulate surface water; direct floodplan management and dam safety programs,
assemble and share data on land, water, and related resources in a user friendly manner; provide naturd
resources planning assistance; register ground water wells and issue permits, manage State cost-share
programs in an expedient and cost-€effective manner to assure proper use and protection of Nebraska' s
land, water, and related resources.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

SUMMARY OF COMMENTS

During our audit of the Nebraska Department of Naturd Resources, we noted certain matters involving
the internd control over financid reporting and other operationa matters which are presented here.
Comments and recommendations are intended to improve the interna control over financid reporting,
ensure compliance, or result in operationd efficiencies.

L Natural Resources Water Quality Fund Expenditures: State Statutes and Rules and
Regulations require funds to be allocated to Natura Resources Digtricts (NRDs) for programs
related to water quality. Unused allocations may be redlocated to another NRD and the NRDs
were required to match the funds received. The Department did not review the records of the
NRDs to ensure compliance with State Statute and Rules and Regulations.

2. Excessive Fund Balance: The June 30, 2002 fund baance for the Department of Natura
Resources Cash Fund was $435,384. Dishursements for the fiscd year were $15,544.

3. Procedures Over Capital Assets: One employee performed most functions related to fixed
assets without compensating controls.  In addition, errors were noted during our testing of
capital asset transactions.

4. Expense Reimbursements: Expense rembursements were not submitted on a monthly basis
asrequired by State Statute.

More detailed information on the above items is provided hereafter. It should be noted this report is
critical 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 Department to provide them an opportunity to review
the report and to respond to the comments and recommendations included in this report. The
Department declined to respond.

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



NEBRASKA DEPARTMENT OF NATURAL RESOURCES

COMMENTS AND RECOMMENDATIONS

1. Natural Resources Water Quality Fund Expenditures

Good internd control requires monitoring procedures be established and implemented to ensure aid
payments disbursed are expensed in accordance with gpplicable lawvs. Neb. Rev. Stat. Section 2
15,123 R.S.Supp., 2002 required the funds be used for programs related to water quality as specified.
Title 263 NAC 3-002 requires the NRD to spend at least three dollars in funds from non State sources
for every two dollars expended from the Water Quality Fund.

We noted the Department of Natura Resources should improve monitoring of Natura Resources
Water Qudity Fund expenditures. The Department disbursed $1,250,000 from the fund to Natura
Resources Didtricts (NRDs) in fiscd year 2002. The NRDs were required to annualy certify to the
Department the tota expenditures of the Natural Resources Water Quality Funds and matching funds
for the program. However, the Department did not periodically review the records of the NRDs to
ensure expenditures were in accordance with State Statutes and Rules and Regulations.  Without
adequate monitoring, NRDs may not be using the funds as required and the match requirement may not
be met. Thiswasaprior audit comment.

We recommend the Department implement monitoring procedures to

periodicaly review the records of NRDs to ensure compliance with
State Statutes and Rules and Regulations.

2. Excessive Fund Balance

Sound accounting practice requires the Department to analyze the cost of providing services to ensure
fees charged are reasonable.

The Department of Natural Resources Cash Fund balance at June 30, 2002 was $435,384. During the
year $15,544 was disbursed from the fund. The fund balance has increased over the past fiscd years
due to the collection of survey fees. During the fiscd year ending June 30, 2002 the Department
collected $43,395 in update notice fees assessed per Neb. Rev. Stat. Section 46-230 R.S.Supp.,
2002. The fee for filing the notice was $20. The fund baance was enough to cover disbursements for
severd years without additional receipts.

Without adequate procedures for the review of fund balances, the Department cannot determine if fees
charged are excessive. The fund balance appeared to be excessve.

We recommend the Department implement procedures for the review
of fund balances to ensure fees charged for services are reasonable.
We recommend the Department take the necessary steps to ensure
fund balances are not excessve.



NEBRASKA DEPARTMENT OF NATURAL RESOURCES

COMMENTS AND RECOMMENDATIONS

3. Procedures Over Capital Assets

Good interna control requires proper segregation of duties or adegquate compensating controls. Sound
accounting practices require the capita asset listing be kept current and accurate. Thereis an increased
risk of error or misuse of capita assets without proper segregation of duties or compensating controls.

One employee was performing most functions related to cepitd assets.  This employee added
purchases, deleted items, and maintained the capital assets records. This employee aso completed the
annual physical inventory. Fisca year 2002 capital asset purchases were not added to the capital asset
inventory listing until after the end of the fiscal year. In addition we noted items purchased for less than
the $1,500 capitdization policy that were coded to 4800 capital outlay accounts and should have been
coded to supplies account codes. We also noted for certain items the capital asset purchase amount
that was added to the capitd asset inventory listing did not agree to the purchase price of the item. This
was acomment in the prior audit.

We recommend another person reconcile capital asset purchases coded
to 4800 capita outlay accounts on the General Ledger to capital asset
additions on the capitd asset inventory list, and periodicdly review a
history report from the Statewide Inventory Systems (SWIS) to ensure
al capitd asset deletions were properly made. We aso recommend
capital assets be added to the SWIS on acurrent basis and items with a
purchase price below the $1,500 capitdization policy be coded to
supplies account codes.

4. Expense Reimbursements

Neb. Rev. Stat. Section 81-1174 R.R.S. 1999, requires requests for expense reimbursements be
submitted each month.

Three of ten expense reimbursements tested were not submitted on a monthly basis. This resulted in
noncompliance with State statute. This was acomment in a prior audit.

We recommend the Department request expense reimbursements be
submitted monthly in compliance with Section 81-1174.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying financid Statemerts of the governmentd
activities, each mgor fund, and the aggregate remaining fund information of the
Nebraska Department of Natura Resources (Department), as of and for the year
ended June 30, 2002, which collectively comprise the Department’s basic financid
datements as ligted in the Table of Contents.  These financid tatements are the
respongbility of the Department’s management.  Our respongbility is to express
opinions on these financid statements based on our audit.

We conducted our audit in accordance with auditing standards generaly accepted
in the United States of America and the standards gpplicable to financia audits
contained in Government Auditing Standards, 1ssued 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 statements are free of
materid mistatement. An audit includes examining, on a test bads, evidence
supporting the amounts and disclosures in the financial Satements. 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 areasonable 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 comprehensve basis of accounting
other than generally accepted accounting principles.

Also, as discussed in Note 1, the financid statements of the Nebraska Department
of Natural Resources, are intended to present the cash balances and changes in
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cash badances of only that portion of the governmentd activities, each mgor fund, and the aggregate
remaning fund information of the State that is attributable to the transactions of the Nebraska
Department of Natura Resources. They do not purport to, and do not, present fairly the cash balances
of the governmentd activities, each mgor fund, and the aggregate remaining fund information of the
State of Nebraska as of June 30, 2002, and its changes in cash baances for the year then ended in
conformity with the cash receipts and disbursements basis of accounting.

In our opinion, the financia 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 of the Nebraska Department of Natural Resources, 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 Government Auditing Standards, we have aso issued our report dated May 8,
2003, on our consderation of the Nebraska Department of Natura Resource's internd control over
financia reporting and our tests of its compliance with certain provisions of laws, regulations, contracts,
and grants. That report is an integrd 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 Depatment’'s badc financid daements The combining nonmgor fund financid
gatements, schedules, Management’s Discussion and Analyss, and budgetary comparison information
are presented for purposes of additional andysis and are not a required part of the basic financiad

daements. The combining nonmgor fund financial statements and schedules, except for that portion
marked “unaudited,” on which we express no opinion, have been subjected to the auditing procedures
goplied in the audit of the basic financid statements and, in our opinion, are farly sated in dl materid

respects in relaion to the basic financia statements taken as awhole. The Management’s Discussion
and Anadlyss and budgetary comparison information have not been subjected to the auditing procedures
gpplied in the audit of the basic financia statements and, accordingly, we express no opinion on them.

/@(} W 15

May 8, 2003 Assigtant Deputy Auditor



NEBRASKA DEPARTMENT OF NATURAL RESOURCES
MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Nebraska Department of Naturd Resource's financia report presents a narrative
overview and anayss of the financid activities of the Nebraska Department of Natural Resources for
the fiscd year ended June 30, 2002. Please read it in conjunction with the Department’s financia
gatements, which follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discusson and andlysis are intended to serve as an introduction to the Nebraska Department of
Natural Resource' s basic financiad statements. The Department’s basic financid statements have three
components. 1) agency-wide financid statements, 2) fund financid statements, and 3) notes to the
financid satements. This report also contains information in addition to the basic financia statements.

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

Governmentd activities — The Department’s basic services are included here. These activities
are generdly financed through taxes, charges for services, and Federd grants.

Business-type activities — Activities financed by fees charged to externd parties for goods or
services would be included here. The Department had no business-type activities for fiscd year
ended June 30, 2002.

Component units— No component units for the Department were identified.

Fund Financial Statements. Fund financid datements focus on the individud parts of the
Department, reporting the Department’ s operations in more detail than the agency-wide statements by
providing information about the Department’s mogt sgnificant “mgor” 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.

The proprietary fund statements offer financid information about the activities the government operates
like businesses. The Department currently has no proprietary funds.



NEBRASKA DEPARTMENT OF NATURAL RESOURCES

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

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

Notes to the Financial Statements. The notes to the financid dtatements are an integrd part of the
agency-wide and fund financid datements and provide essentid information necessary for far
presentation of the financia statements.

Supplementary Information. This Management Discusson and Andyss and the Budgetary
Comparison Schedule represent financid information which provides users of this report with additiond
data that supplements the agency-wide statements, fund financia statements, and notes.  This report
aso includes optiond financid information such as combining statements for non-mgor funds (which are
shown in the fund financid statements in a single column), and schedules of Disbursements by Program,
Direct Aid Paymentsto Natural Resources Didtricts, Water Rights Applications, Well Regigrations, and
Dam Ingpections. This information is provided to address certain specific needs of various users of the

report.

BASIS OF ACCOUNTING

The Nebraska Department of Natural Resource' s financid statements are presented on the cash basis
of accounting, which is a basis of accounting other than generally accepted accounting principles. Basis
of accounting is a reference to when financiad events are recorded, such as the timing for recognizing
revenues, expenses, and related assets and ligbilities. Under the cash basis of accounting, receipts and
disbursements and related assets and liabilities are recorded when they result from cash transactions.

As areault of the use of the cash basis of accounting, certain assets and their related revenues (such as
accounts receivable and revenue for billed or provided services not yet collected) and certain liabilities
and their related expenses (such as accounts payable and expenses for goods or services received but
not yet paid, and accrued expenses and ligbilities) 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 financia information and discussion within this report, the
reader should keep in mind the limitations resulting from the use of the cash basis of accounting.

FINANCIAL ANALYSIS OF THE DEPARTMENT AS WHOLE

Changes in Net Assets
For the fisca year ended June 30, 2002, net assets of the Department (current assets resulting from
cash basis transactions) increased Sixty percent.



NEBRASKA DEPARTMENT OF NATURAL RESOURCES

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Governmenta Activities

2002 2001 % Change
Restricted $ 302114 $ 421,884 -28%
Unrestricted 2,341,850 1,227,819 91%
Total Net Assets $ 2643964 $ 1,649,703 60%

The increase in Tota Net Assets resulted from an increase in the fund balance for Fund 2554 (Naturd
Resources Water Quality Fund). The fund balance at June 30, 2001 was $8,943 compared to the fund
balance at June 30, 2002, which was $1,039,781. The fund received afertilizer fee until December 31,
2000, which generated gpproximately $2.25 million a year. In fiscd year 2001, the Department
digtributed $2.2 million to the Naturd Resources Digtricts which closed out the fertilizer fee collection.
Effective duly 1, 2001, the fund now receives a portion of a pesticide fee which generates approximately
$1.25 million a year. The State Tressurer in July 2001 transferred $1 million from the Pegticide
Adminigrative Cash Fund to Fund 2554 for digtribution to the Naturd Resources Didricts. The
Department distributed approximately $1.25 million in October 2001. The next digtribution was not
until August 2002 which left a baance at June 30, 2002, of $1,039,781.

Governmental Activities
Receipts for the Department’ s governmental activities increased four percent, while expenses decreased
one percent.

(Continued on Next Page)
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

MANAGEMENT’S DISCUSSION AND ANALYSIS

(Continued)

ENTITIES CHANGES IN NET ASSETS

Governmental Activities

2002 2001 % Change
RECEIPTS:
Program Receipts:
Charges for Services $ 541,045 $ 348,674 55%
Operating Grants & Contributions 261,753 489,945 -47%
General Recelpts.
Appropriations 16,952,908 16,168,068 5%
Investment I nterest 97,215 96,979 0%
Total Receipts 17,852,921 17,103,666 4%
DISBURSEMENTS:
Conservation of Natural Resources 18,948,116 19,213,093 -1%
Total Disbursements 18,948,116 19,213,093 -1%
Excess (Deficiency) before Other Financing
Sources and Uses (1,095,195)  (2,109,427) 48%
OTHER FINANCING SOURCES & USES 2,089,456 1,056,131 98%
Increase (Decrease) in Net Assets 994,261 (1,053,296) 194%
Beginning Net Assets July 1 1,649,703 2,702,999 -39%
Ending Net Assets June 30 $2,643,964 $ 1,649,703 60%

The increase in Other Financing Sources and Uses resulted from Neb. Rev. Stat. Section 22627
R.S.Supp., 2002 which required the State Treasurer to transfer $1 million from the Pedticide
Adminigtrative Cash Fund (Department of Agriculture) to the Natural Resources Water Quality Fund on

or before July 15, 2001.

FINANCIAL ANALYSIS OF THE DEPARTMENT’S FUNDS

As noted earlier, the Nebraska Department of Natural Resources uses fund accounting to ensure and
demondtrate compliance with finance-related legal requirements. Certain funds experienced noteworthy

changes from the prior year and are highlighted as follows:

-11-



NEBRASKA DEPARTMENT OF NATURAL RESOURCES

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Fund 2551 - (Small Watersheds Flood Control Fund) — Disbursements increased because more aid for
the Watershed program was distributed. The Papio Missouri Natura Resources Didtrict had two
projects during fiscal year 2002 while the Nemaha Natural Resources Digtrict had one project during
fiscd year 2001. Variancesin this fund will depend on the number and size of watershed projects each
year.

Fund 2554 - (Natural Resources Water Quality Fund) — see explanation noted before in Changesin
Net Assets.

Fund 2660 - (Department of Natura Resources Cash Fund) — The Department of Water Resources
merged with the Natura Resources Commission on July 1, 2000 to form the Department of Naturd
Resources. The fund baance of $71,317 for Fund 2687 (Water Resources Cash Fund) was
transferred to Fund 2660 to merge the cash funds dso. The transfer was made at the beginning of the
new biennium budget.

Fund 4552 - (Federa Water Resources Plan Fund) — The variance in federd receipts was due to less
funding in the form of reimbursements in fiscal year 2002. Aid payments aso decreased in fiscd year
2002. During fiscd year 2001 there were two large aid payments to municipdities. The City of
Superior received $104,336 and the City of Fort Calhoun received $90,000.

GENERAL FUND BUDGETARY HIGHLIGHTS

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

CAPITAL ASSET AND DEBT ADMINISTRATION

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

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

No conditions were noted that would be expected to have a Sgnificant effect on the financid pogtion or
results of operations of the Nebraska Department of Natural Resources.

-12 -



NEBRASKA DEPARTMENT OF NATURAL RESOURCES
STATEMENT OF NET ASSETS
ARISING FROM CASH TRANSACTIONS
June 30, 2002

GOVERNMENTAL
ACTIVITIES
TOTAL
(Memorandum
Only)

Assets
Cash in State Treasury $ 2,641,057
Customer Deposits 150
Deposit with Vendors 2,757

Total Assets $ 2,643,964
Net Assets
Restricted for:

Federal Water Reserve Plan $ 302,114
Unrestricted 2,341,850

Total Net Assets $ 2,643,964

The accompanying notes are an integral part of the financial statements.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

STATEMENT OF ACTIVITIES - CASH BASIS
For the Fiscal Year Ended June 30, 2002

Disbursements:
Function: Conservation of Natural Resources
Personal Services
Operating
Travel
Capital Asset Purchases
Government Aid
Total Disbursements

Program Receipts:
Charges for Services
Operating Grants & Contributions
Net Program (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

Governmental
Activities
TOTAL
(Memorandum

Only)

4,459,263
6,073,929
332,105
218,433
7,864,386

18,948,116

541,045
261,753

(18,145 318)

16,952,908
97,215
2,089,456

19,139,579

994,261

1,649,703

2,643,964

The accompanying notes are an integral part of the financial statements.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

STATEMENT OF ASSETS AND FUND BALANCES ARISING FROM CASH TRANSACTIONS
GOVERNMENTAL FUNDS

June 30, 2002

Major Funds Other Funds
Total
Small Natural Resources Department of  Federal Water Governmental
General Watersheds Water Quality Natural Resources Resources Plan Funds
Fund Flood Control Fund Cash Fund Fund (Memorandum
1000 Fund 2551 2554 2660 4552 Only)
Assets
Cash in State Treasury $ -5 605,889 $ 1,039,781 435384 § 302,114 $ 257,889 § 2,641,057
Customer Deposits 150 - - - - - 150
Deposit with Vendors 2,757 - - - - - 2,757
Total Assets $ 2907 § 605,889 $ 1,039,781 435384 § 302,114 $ 257,889 § 2,643,964
Fund Balances
Reserved for:
Customer Deposits $ 150 § -5 - -5 - S - 3 150
Postage 2,757 - - - - - 2,757
Unreserved - 605,889 1,039,781 435,384 302,114 257,889 2,641,057
Total Fund Balances $ 2907 § 605,889 $ 1,039,781 435384 § 302,114 $ 257,889 § 2,643,964

The accompanying notes are an integral part of the financial statements.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2002

RECEIPTS:
Appropriations
Federal Grants & Contracts
Sales & Charges
Miscellaneous:
Investment Interest
Other Miscellaneous
TOTAL RECEIPTS

DISBURSEMENTS BY FUNCTION:
Conservation of Natural Resources
TOTAL DISBURSEMENTS

Excess (Deficiency) of Receipts Over (Under)
Disbursements

OTHER FINANCING SOURCES (USES):
Sales of Assets
Deposits to General Fund
Outs
Adjustments to Fund Balance
Deposits to Common Fund

Operating Transfers In
TOTAL OTHER FINANCING SOURCES (USES)

Net Change in Fund Balances
FUND BALANCES, JULY 1, 2001

FUND BALANCES, JUNE 30, 2002

Major Funds
Small Natural Resources

General Watersheds Water Quality

Fund Flood Control Fund

1000 Fund 2551 2554
16,952,908 $ - 3 -
441 - -
61,883 5,571 -
- 32,397 34,783
6,012 - -
17,021,244 37,968 34,783
16,952,908 150,163 1,015,000
16,952,908 150,163 1,015,000

68,336 (112,195) (980,217)

683 127,139 -
(69,019) - -
(150) - -
- - 1,011,055
- - 1,000,000
(68,486) 127,139 2,011,055
(150) 14,944 1,030,838
3,057 590,945 8,943
2907 $ 605,889 $ 1,039,781

The accompanying notes are an integral part of the financial statements.
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Other Funds

Total
Department of Federal Water Governmental
Natural Resources Resources Plan Funds
Cash Fund Fund (Memorandum
2660 4552 Only)
$ - 9 - - $ 16,952,908
- 158,203 103,109 261,753
43,395 24,323 405,927 541,099
20,841 - 9,194 97,215
71,318 - (77,384) (54)
135,554 182,526 440,846 17,852,921
15,544 302,296 512,205 18,948,116
15,544 302,296 512,205 18,948,116
120,010 (119,770) (71,359) (1,095,195)
2,937 - - 130,759
- - - (69,019)
- - - (150)
- - 16,811 16,811
- - - 1,011,055
- - - 1,000,000
2,937 - 16,811 2,089,456
122,947 (119,770) (54,548) 994,261
312,437 421,884 312,437 1,649,703
$ 435384 $ 302,114 257,889 $ 2,643,964
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES
NOTES TO FINANCIAL STATEMENTS
For the Fiscal Y ear Ended June 30, 2002

Summary of Significant Accounting Policies

The accounting policies of the Nebraska Department of Natura Resources are on the basis of
accounting as described in the Nebraska Accounting System Manudl.

A. Reporting Entity

The Nebraska Department of Natural Resources (Department) is a State agency established
under and governed by the laws of the State of Nebraska. As such, the Department is exempt
from State and Federd income taxes. The financid dtatements include dl funds of the
Department. The Department has aso considered dl potential component units for which it is
financidly accountable, and other organizations which are fiscaly dependent on the Department,
or the dgnificance of their relaionship with the Department is such that excluson would be
mideading or incomplete. The Governmenta Accounting Standards Board (GASB) has set
forth criteria to be consdered in determining financid accountability. These criteria include
gopointing a voting mgority of an organization's governing body, and (1) the ability of the
Department to impose its will on tat organization, or (2) the potentia for the organization to
provide specific financid benefits to, or impose specific financid burdens on the Department.

These financid statements present the Nebraska Department of Natural Resources. No
component wits were identified. The Nebraska Department of Natural Resourcesis part of the
primary government for the State of Nebraska' s reporting entity.

B. Basis of Presentation

Agency-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 Depatment, and ae in the format of government-wide statements as required by
Governmenta Accounting Standards Board (GASB) Statement Number 34. These statements
include dl the financia activities of the Department. Internd activities in these atements have
not been diminated. Governmental generdlly accepted accounting principles (GAAP) would
require internd activity to be diminated to minimize double counting. The Department reports
governmentd activities only. Governmentd activities generdly are financed through taxes,

intergovernmenta revenues, and other nonexchange transactions.

The statement of activities demonstrates 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 ssgment. Program receipts include 1) charges to
customers or gpplicants who purchase, use, or directly benefit from goods, services, or
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued)

privileges provided by a given function or segment and 2) grants and contributions that are
restricted to mesting the operationd or capitd requirements of a particular function or segment.
Generd receipts include al other receipts properly not included as program receipts. The
Department reported the following generd receipts. Appropriations, which are granted by the
Legidature to make dishursements and to incur obligations. The amount of gppropriations
reported as receipts is the amount spent.

Fund Financial Statements. The fund financid satements provide information about the
Department’s funds. GAAP requires separate statements by fund category - governmentd,
proprietary, and fiduciary. The Department uses only the governmenta fund category. The
emphass of fund finencad daements is on mgor governmenta funds.  All remaning
governmentd funds are aggregated and reported as nonmgjor funds.

The Department reports the following mgor governmentd funds:

General Fund. This is the Depatment’s primary operating fund. 1t accounts for financia
resources of the generd government, except those required to be accounted for in another fund.

Small Watersheds Flood Control Fund. Nebraska Accounting System (NAS) Fund 2551 is
used to dlocate to locd organizations such sums as in the judgement of the Commission to
acquire real property or easements needed to permit the loca organizations to indal upstream
flood control or watershed protection and flood prevention structures on rivers, tributaries,
streams, or watersheds. When any property or easement has been acquired by the use of these
funds and the property is sold or leased, it shdl be the duty of the locd organization to remit to
the Department a pro rata share of the proceeds equa to the percentage of State funds
involved.

Natural Resources Water Quality Fund. NAS Fund 2554 is alocated to natural resources
didricts for programs related to water qudity. The source of funding is established by the
Pegticide Act.

Department of Natural Resources Cash Fund. NAS Fund 2660 is used for the fees
collected by the Department and to pay costs of the programs or activities.

Federal Water Resources Plan Fund. NAS Fund 4452 accounts for federal monies
received for flood plain mapping and flood mitigation projects.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued)

C. Measurement 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 Department are
maintained and the Agency-wide financid satements were reported on the basis of cash
receipts and disbursements.  As such, the measurement focus includes only those assets and
fund balances arising from cash transactions on the Statement of Net Assets Arisng From Cash
Transactions and the Statement of ActivitiessCash Bass. Revenues are recognized when
received and expenditures are recognized when paid for al funds of the Department. This
differs from governmenta generdly accepted accounting principles (GAAP), which requires the
Agency-wide fund financid datements to be reported using the economic resources
measurement focus and the accrud basis of accounting. Under this measurement focus and
bas's of accounting revenues are recorded when earned and expenses are recorded when a
ligbility is incurred, regardless of the timing of related cash flows. Grants and amilar items are
recognized as revenue as soon as dl digibility requirements imposed by the provider have been
met.

The governmenta fund financid Statements were aso reported on the cash receipt and
disbursement basis of accounting. As such, the same measurement focus and bass of
accounting were used as described above.  This differs from governmenta generaly accepted
accounting principles (GAAP), which require governmental fund financid statements to be
reported using the current financia resources measurement focus and the modified accrua basis
of accounting. Under this measurement focus and basis of accounting, revenues are recognized
as soon as they are both measurable and available. Revenues are considered 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 considers revenues to be available
if they are collected within one year of the end of the current fiscal period. Expenditures
generdly are recorded when a liability 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 baance of afund as
reflected on the Nebraska Accounting System.  Investment of dl available cash is made by the
Sate Investment Officer, on adaily basis, based on tota bank balances. Investment incomeis
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 basis. All of the funds of the Department, except the Federd Water Resources Plan and
Dam Safety federd funds, were designated for investment during fisca year 2002.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Concluded)

Inventories. Disbursements 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 capitalized in the funds used to acquire or congtruct them. Instead, capita 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,
gdewdks, and amilar items) to be reported in the gpplicable governmentd activities columnsin
the government-wide financid dtatements.

Depreciation expenses on cgpitad assets was not recorded on the cash bass financid
datements. Under GAAP, depreciation expenses would be recorded in the Statement of
Activities. The cogt of norma maintenance and repairs that does not add to the value of the
ast or extend asset lifeis not capitalized.

Compensated Absences. All permanent employees working for the Department earn sick
and annud leave and are dlowed to accumulate compensatory leave rather than being paid
ovetime. Temporary and intermittent employees and Commission members are not digible for
paid leave. Under the receipts and disbursements basis of accounting, the liabilities for
compensated absences are not reported since they do not represent liabilities arising 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 State of
Nebraska policy which is to recognize the expense and accrued ligbility when vacation and
compensatory leave is earned or when sck leave is expected to be paid as termination
payments.

Restricted Net Assets. \When both restricted and unrestricted resources are available for
usg, it isthe Department’s policy to use unrestricted resources fird, then restricted resources, as
they are needed. Net 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. The Department is reporting restricted net assats for federdly funded flood plain
mapping and flood mitigation projects.

E. Fund Balance Reservations

Resarvations of fund baances are established to identify the existence of assets that have been
legally segregated for specific purposes. Reservations of fund balances are also established for
assats which are not current in nature, such as postage in the amount of $2,757 and
performance bonds of $150.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

NOTES TO FINANCIAL STATEMENTS
(Continued)

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
eiminated.

Contingencies and Commitments

Risk Management. The Department is exposed to various risks of loss related to torts, theft
of, damage to, or destruction of assets, errors or omissions, injuries to employees, and naturd
disasters. The Department, as part of the primary government for the State, participates in the
State's risk management program. The Nebraska Department of Administrative 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 lighility, which isinsured for the first $5 million of exposure per accident.
Insurance is dso purchased for medical payments, physical 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-Personnd 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
sdf-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 State agencies have the option to purchase building contents and inland marine
coverage.

No settlements exceeded commercial insurance coverage in any of the past three 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 Internal Service Fund through assessments on each agency
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

NOTES TO FINANCIAL STATEMENTS
(Continued)

Contingencies and Commitments (Concluded)

based on total agency payroll and past experience. Tort clams, theft of, damage to, or
destruction of assets, errors or omissions, and natural 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 Department of Natural Resource' s financia statements.

Litigation. The potentid amount of ligbility involved in litigation pending agang the
Department, if any, could not be determined at this time. However, it is the Department’s
opinion that find settlement of those matters shoud not have an adverse effect on the
Depatment’s ability to administer current programs.  Any judgment againg the Department
would have to be processed through the State Claims Department and be approved by the
Legidature.

State Emplovees 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 by 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 al

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

gppointed by the Governor may eect 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
Department 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 totd of three
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

NOTES TO FINANCIAL STATEMENTS
(Continued)

State Employees Retirement Plan (Plan) (Concluded)

years of paticipaion in the sysem, which includes the twelve-month digibility period or credit
for participation in another governmenta plan prior to actua contribution to the Plan.

For the fiscd year ended June 30, 2002, employees contributed $151,152 and the Department
contributed $235,797.

Distributive Activity

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

The Department’ s Digtributive Activity for the audit period consists of performance bonds.
Transfers

Neb. Rev. Stat. Section 2-2627 R.S.Supp., 2002 required the State Treasurer to transfer one
million dollars from the Pegticide Adminigrative Cash Fund (Department of Agriculture) to the
Natura Resources Water Qudity Fund. The transfer was to replace the fertilizer fee that ended
December 31, 2000.

Adjustments to Fund Balance

Adjustments to Fund Baance transactions are those recorded directly to a fund's asset account
or equity account rather than through a receipt or disbursement account.

Deposits to Common Fund

The Natural Resources Water Quality Fund receives a portion of the registration fee charged
for pedticides that are not classfied as a speciaty pesticide per Neb. Rev. Stat. Section 2-2634
R.S.Supp., 2002. The fund also receives the commercia applicator license fee collected per
Neb. Rev. Stat. Section 2-2638 R.S.Supp., 2002 and the private applicator license fee
collected per Neb. Rev. Stat. Section 22641 R.S.Supp., 2002. The fees are collected and
deposited by the Department of Agriculture.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

NOTES TO FINANCIAL STATEMENTS
(Continued)

GASB 34

In June 1999, the Governmental Accounting Standards Department (GASB) issued Statement
No. 34, Basc Financid Statements — and Management Discusson and Andyss— for State and
Locd Governments. The State of Nebraska implemented the Statement for the fiscd year
ending June 30, 2002.

The Department implemented GASB 34 by presenting its financid statements in a format as
required by GASB 34. However, as explained in Note 1.C. the Department’s financid
datements are presented on the cash basis of accounting, which is a basis of accounting other
than generdly accepted accounting principles. Previous period financid statements of the
Department were adso prepared on the cash bass of accounting; therefore, these financid
datements, even though in a different format, are comparable to previous period financia
statements of the Departmen.
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PROGRAM:

303 - Small Watersheds Flood Control
304 - Nebraska Water Conservation
307 - Nebraska Resources Development
308 - Soil Survey

309 - Natural Resources Enhancement
331 - Nebraska Water Rights

334 - Soil and Water Conservation
TOTAL DISBURSEMENTS

See Notes to Supplementary Information

GENERAL FUND

BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2002

NEBRASKA DEPARTMENT OF NATURAL RESOURCES
SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE OF DISBURSEMENTS BY PROGRAM

BUDGETED AMOUNTS VARIANCE WITH
FINAL BUDGET -
ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)
96,000 96,000 $ 96,000
5,304,475 5,304,475 3,762,668 1,541,807
7,887,088 7,887,088 2,265,054 5,622,034
160,698 160,698 137,553 23,145
240,000 240,000 235,000 5,000
8,460,946 8,460,946 4,717,353 3,743,593
6,174,081 6,174,081 5,739,280 434,801
28,323,288 28,323,288 § 16,952,908 11,370,380
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES
SUPPLEMENTARY INFORMATION
MAJOR SPECIAL REVENUE FUNDS
BUDGETARY COMPARISON SCHEDULE OF DISBURSEMENTS BY PROGRAM
BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2002

Small Watersheds Flood Control Fund 2551

BUDGETED AMOUNTS VARIANCE WITH
FINAL BUDGET -
ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)
PROGRAM:
303 - Small Watershed Flood Control $ 500,000 $ 500,000 $ 150,163 $ 349,837
TOTAL DISBURSEMENTS $ 500,000 $ 500,000 $ 150,163 $ 349,837
Natural Resources Water Quality Fund 2554
BUDGETED AMOUNTS VARIANCE WITH
FINAL BUDGET -
ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)
PROGRAM:
309 - Natural Resources Enhancement $ 1,970,608  $ 1,970,608  $ 1,015,000 $ 955,608
TOTAL DISBURSEMENTS $ 1,970,608 $ 1,970,608 $ 1,015,000 $ 955,608

See Notes to Supplementary Information
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

NOTES TO SUPPLEMENTARY INFORMATION
For the Y ear Ended June 30, 2002

BUDGETARY COMPARISON SCHEDULES
GAAP Requirements

Generally Accepted Accounting Principles (GAAP) requires budgetary comparison schedules for the
generd fund, and for each mgor specid revenue fund that has a legally adopted annuad budget. For
each program, the Legidature gppropriated the Department’s legaly adopted annua budget amount.
The Department’s budgetary comparison schedules include the General Fund, the Small Watersheds
Flood Control Fund, and the Natural Resources Water Quality Fund. A budgetary comparison could
not be shown for the Department of Natural Resources Cash Fund and the Federd Water Resources
Plan Fund because the Legidature does not make appropriations at this level, nor do the records of the
State provide this information.

GAAP dso 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, dlocations, supplementa appropriations, and other legdly authorized legidaive and executive
changes before the beginning of the fiscd year. The origind budget would dso include actua
appropriation amounts autométicaly carried over from prior years when required by lawv. The final
budget is the originad budget adjusted by dl reserves transfers, dlocations, supplementa
gopropriations, and other legdly authorized legidative and executive changes applicable to the fisca
year as Sgned into law or otherwise legdly authorized.

Budgetary Process

The Stat€' s biennid budget cycle ends on June 30 of the odd-numbered years. By September 15, prior
to a biennium, the Department and dl other State agencies must submit their budget request for the
biennium beginning the following July 1. The requests are submitted on forms that show estimated
funding requirements by programs, sub-programs, and activities. The Executive Branch reviews the
requests, establishes priorities, and balances the budget within the estimated resources available during
the upcoming biennium.

The Governor's budget bill is submitted to the Legidature in January. The Legidaure consders
revisons to the bill and presents the appropriations bill to the Governor for sgnature. The Governor
may: @) approve the appropriations bill inits entirety, b) veto the bill, or ) line item veto certain sections
of the bill. Any vetoed hill or line item can be overridden by a three-fifths vote of the Legidature.

The approved appropriations will generdly set spending limits for aparticular program within the
agency. Within the agency or program, the Legidature may provide funding from one to five budgetary
fund types. Thus, the contral is by fund type, within a program, within an agency. As a result, the
budgetary comparison schedules only report total disbursements by program.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES

NOTES TO SUPPLEMENTARY INFORMATION
(Continued)

Appropriations are usualy made for each year of the biennium, with unexpended baances being
regppropriated at the end of the first year of the biennium. For most appropriations, balances lapse at
the end of the biennium.

All State budgetary disbursements for the generd fund, and the Department’s Small Watersheds Flood
Fund, Natura Resources Water Quality Fund, Department of Natural Resources Cash Fund, and
Federd Water Resources Plan Fund are made pursuant to the appropriations, which may be amended
by the Legidature, upon gpprova by the Governor. State agencies may redlocate the appropriations
between mgjor objects of expenditure accounts, except that the Legidature's gpprova is required to
exceed the persond service limitations contained in the appropriations bill.  Increases in totd
gppropriations must adso be gpproved by the Legidature as a deficit gppropriations bill.  Appropriations
for programs funded in whole or in part from the Department’s Federal Water Resources Plan Fund
may be increasad to the extent receipts of the fund exceed the original budget estimate.

Receipts are not budgeted. Therefore, there are no budgeted amounts shown on the Budgetary
Comparison Schedule.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES
COMBINING STATEMENT OF ASSETS AND FUND BALANCES ARISING FROM CASH TRANSACTIONS
NONMAJOR GOVERNMENTAL FUNDS
June 30, 2002

Special Revenue

Nebraska Nebraska Carbon Total
Resources Soil & Water Water Well Sequestration Dam Nonmajor
Development Conservation Decommissioning ~ Assessment Cash Safety Governmental
Fund 2552 Fund 2553 Fund 2555 Fund 2556 Fund 4291 Funds
Assets
Cash in State Treasury $ 89,152 $ 8950 $ 52,402 $ 208 $ 107,087 $ 257,889
Total Assets $ 89,152 § 8950 § 52,402 $ 298 $ 107,087 § 257,889
Fund Balances
Unreserved, Reported in
Nonmajor Special Revenue Funds $ 89,152 $ 8950 $ 52,402 % 208 § 107,087 $ 257,889
Total Fund Balances $ 89,152 § 8950 $ 52,402 $ 208 $ 107,087 $ 257,889
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RECEIPTS:
Federal Grants & Contracts
Sales & Charges
Miscellaneous:
Investment Interest
Other Miscellaneous
TOTAL RECEIPTS

DISBURSEMENTS BY FUNCTION:
Conservation of Natural Resources
TOTAL DISBURSEMENTS

Excess (Deficiency) of Receipts Over
(Under) Disbursements

OTHER FINANCING SOURCES (USES):
Adjustments to Fund Balance
TOTAL OTHER FINANCING
SOURCES (USES)
Net Change in Fund Balances

FUND BALANCES, JULY 1, 2001

FUND BALANCES, JUNE 30, 2002

NEBRASKA DEPARTMENT OF NATURAL RESOURCES
COMBINING STATEMENT OF RECEIPTS, DISBURSEMENTS,
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the Fiscal Year Ended June 30, 2002

Special Revenue Funds Special Revenue Funds
Nebraska Nebraska Carbon Total
Resources Soil & Water Water Well Sequestration Water Resources Dam Nonmajor
Development Conservation Decommissioning Assessment Cash Cash Safety Governmental
Fund 2552 Fund 2553 Fund 2555 Fund 2556 Fund 2687 Fund 4291 Funds
$ - S -3 -5 - 5 - 8 103,109 § 103,109
16,811 - 185,020 204,096 - - 405,927
3,353 218 5,240 383 - - 9,194
(13,281) 6,345 (30) - (71,317) 899 (77,384)
6,883 6,563 190,230 204,479 (71,317) 104,008 440,846
- - 216,716 205,078 - 90,411 512,205
- - 216,716 205,078 - 90,411 512,205
6,883 6,563 (26,486) (599) (71,317) 13,597 (71,359)
16,811 - - - - - 16,811
16,811 - - - - - 16,811
23,694 6,563 (26,486) (599) (71,317) 13,597 (54,548)
65,458 2,387 78,888 897 71,317 93,490 312,437
$ 89,152  $ 8,950 § 52,402 § 298 $ - 8 107,087 § 257,889
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES
SCHEDULE OF DISBURSEMENTS BY PROGRAM
Fiscal Years 2000 and 2002 - Audited
Fiscal Year 2001 - Unaudited

$7,000,000

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

$- :
Small Watersheds Water Conservation Water Well Resources Soil Surve Natural Resources Nebraska Water Soil and Water
Flood Control Decommissioning Development s Enhancement Rights Conservation

O Fiscal Year 2000 $547,715 $4,242,555 $109,517 $982,140 $130,202 $2,113,000 $4,477,601 $5,648,890
M Fiscal Year 2001 $295,565 $3,533,508 $144,127 $2,790,112 $209,421 $2,166,392 $3,740,425 $6,333,545
OFiscal Year 2002 $246,163 $3,762,668 $216,716 $2,265,053 $137,553 $1,250,000 $4,717,353 $6,352,610

Note: In Fiscal Year 2002 three programs were eliminated and combined with the Soil and Water Conservation program. Instead of showing these programs for Fiscal Years

2000 and 2001, we combined the data into this program for those fiscal years also.
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES
SCHEDULE OF DIRECT AID PAYMENTS TO NATURAL RESOURCES DISTRICTS
Fiscal Years (FY) 2000 and 2002 - Audited
Fiscal Year 2001 - Unaudited

$2,000,000
$1,800,000
$1,600,000
$1,400,000
$1,200,000
$1,000,000

$800,000

$-
. Papio-M
Upper Big Blue | Lower Big Blue| Upper Elkhorn Little Blue Upper Loup Lewis & Clark

OFY 2000 $144,838 $65,805 $107,597 $161,650 $127,171 $36,476 $167,406 $50,123 $122,600 $851,155
BEFY 2001 $150,108 $76,286 $107,492 $187,835 $129,450 $29,784 $167,917 $301,516 $92.,842 $619,810

$600,000
$400,000
$200,000 I
[ ] = I . I - l |
OFY 2002 | $96,398 $49.169 $64.253 $119.181 $79.211 $20,069 $138.294 $62.692 $274.689 $575.614




$2,000,000

$1,800,000

$1,600,000

$1,400,000

$1,200,000

$1,000,000

$800,000

$600,000

$400,000

$200,000

$-
Upper . .
. Middle Lower . Central Middle . .
N;c;]ll)lriazza- Niobrara | Niobrara North Platte| South Platte Platte North | Platte South | Republican | Republican | Republican Tri-Basin
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES
SCHEDULE OF WATER RIGHTS APPLICATIONS, WELL REGISTRATIONS,
AND DAM INSPECTIONS
Fiscal Years 1998, 1999, 2000, 2001, 2002
UNAUDITED

Water Rights Applications

300
250
200
150
100
50
0
Fiscal Year 1998 | Fiscal Year 1999 | Fiscal Year 2000 | Fiscal Year 2001 | Fiscal Year 2002
W Applications 232 214 244 194 154
Well Registrations
8,000
6,000
4,000
2,000
) Fiscal Year 1998 | Fiscal Year 1999 | Fiscal Year 2000 | Fiscal Year 2001 | Fiscal Year 2002
O Registrations 5,959 5,432 6,683 6,290 7,263
Dam Inspections
700
600
500
400 -
300
200 -
100 -
0 _
Fiscal Year 1998 | Fiscal Year 1999 | Fiscal Year 2000 | Fiscal Year 2001 | Fiscal Year 2002
B Dam Inspections 580 578 419 454 398
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NEBRASKA DEPARTMENT OF NATURAL RESOURCES
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 statements of the Nebraska Department of Natura
Resources as of and for the year ended June 30, 2002, and have issued our report
thereon dated May 8, 2003. The report notes the financial statements were
prepared on the bass of cash receipts and disbursements and was modified to
emphasize that the financid Statements present only the funds of the Nebraska
Depatment of Natural Resources. We conducted our audit in accordance with
auditing standards generdly accepted in the United States of America and the
dandards applicable to financid audits contained in Government Auditing
Standards, issued by the Comptroller Genera of the United States.

Compliance
As part of obtaining reasonable assurance about whether the Nebraska Department

of Naturd Resource's financid Statements are free of materid misstatement, we
performed tests of its compliance with certain provisons of laws, regulaions,
contracts, and grants, noncompliance with which could have a direct and materid
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 that are required to be reported under Government
Auditing Standards. \We noted a certain immaterid instance of noncompliance that
we have reported to the management of the Nebraska Department of Natura
Resources in the Comments Section of this report as Comment Number Comment
Number 4 (Expense Reimbursements).
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Internal Control Over Financid Reporting

In planning and performing our audit, we considered the Nebraska Department of Natural Resource's
internd control over financid reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financid statements and not to provide assurance on the interna control

over financid reporting. Our condderdion of the interna control over financia reporting would not
necessarily disclose dl matters in the internd control over financid reporting that might be materid

weaknesses. A materia weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relaively low leve the risk that misstatementsin
amounts that would be materid in relation to the financid statements 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 financid reporting and its operation
that we condder to be material weaknesses. However, we noted other matters involving the interna

control over financia reporting that we have reported to the management of Nebraska Department of
Natura Resources in the Comments Section of this report as Comment Number 1 (Natural Resources
Water Quality Fund Expenditures) and Comment Number 3 (Procedures Over Capital Assets).

This report is intended soldy for the information and use d the Department, the appropriate Federa
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.

/@Q W 1

May 8, 2003 Assgtant Deputy Auditor
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