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NEBRASKA EQUAL OPPORTUNITY COMMISSION

BACKGROUND

The Nebraska Equal Opportunity Commission was created in 1965 and consists of seven members
gopointed by the Governor. The Commisson enforces compliance with the Nebraska Far
Employment Act, Equa Pay Act of Nebraska, Civil Rights Act of 1969 relating to housing and public
accommodations, and the Act Prohibiting Unjust Discrimination in Employment Because of Age.

Pursuant to investigation by the gaff of the Commisson, the Commisson rules on complaints of
discrimination in employment, housing, and public accommodations. The Commisson has offices in
Lincoln, Omaha, and Scottsbluff.

MISSION STATEMENT

The misson of the agency is to receive, investigate, and make decisons on charges of unlawful
employment, housing, and public accommodations practices occurring within the boundaries of the State
of Nebraska. The agency principles include 1) Deding with al Nebraska citizens in a repectful and
timely manner; 2) Recognizing tha the government has arole to play in guaranteeing equa opportunity
and trestment of al Nebraska citizens in the employment, housing, and public accommodations arenas,
3) Ensuring accurate and up-to-date information is disseminated to the public; and 4) Providing quaity
sarvice to the public.
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NEBRASKA EQUAL OPPORTUNITY COMMISSION

EXIT CONFERENCE

An exit conference was hddd March 11, 2005 with the Commisson to discuss the results of our
examination. Thosein atendance for the Nebraska Equal Opportunity Commissonwere:

NAME TITLE
Bette T. Trumble Commissioner
Kathleen Bogenreif Adminigrative Assgant
Sheryl Hunt Saff Assgtant



NEBRASKA EQUAL OPPORTUNITY COMMISSION

SUMMARY OF COMMENTS

During our examination of the Nebraska Equa Opportunity Commission, we noted certain matters
involving the internd control over financid reporting and other operationa matters which are presented
here.

1 Internal Controls We noted a generd lack of interna @ntrols over payroll processing,
receipting, and capital asset functionsin NIS.

2. Travel Expenses. We tested 21 expense reimbursement documents and noted two were not
filed timely, one did not indicate the purposes of al travel, four contained unreasonable mileage
reimbursements, Sx contained unreasonable meal expenses, two contained payments for valet
parking, one lodging expense was over the Federd per diem rate and did not contain adequate
documentation for lodging less than 60 miles from the headquarter city, and there was no
support to indicate air travel between Scottsbluff and Lincoln or Omaha was more economical
than surface transportation.

3. Allocation of Expenses. The Commisson utilized the State General Fund and two Federa
funds to account for the activity of the Commisson. The Commisson did not have adequate
procedures to alocate expenditures, including payroll, to the proper fund.

4, Nebraska Information System and Accounting Procedures. The APA has identified
concerns and areas where improvement to NIS is needed to ensure NIS integrity and
operationd efficiency.

More detailed information on the above tems is provided hereafter. It should be noted this report is
criticd in nature as it contains only our comments and recommendations on the areas noted for
improvemen.

Draft copies of this report were furnished to the Commission 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. Where no response has been included, the
Commission declined to respond. Responses have been objectively evaluated 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 examination.

We appreciate the cooperation and courtesy extended to our staff during the course of the examination.



NEBRASKA EQUAL OPPORTUNITY COMMISSION

COMMENTSAND RECOMMENDATIONS

1. Internal Controls

Good internd control requires an adequate segregation of duties to ensure no one individua is able to
both perpetrate and concedl errorsor irregularities.

We noted there was a generd lack of internd controls asfollows:

One individud was cgpable of handling al phases of a payroll transaction. The Director Sgned the
monthly payroll registers, but we were unable to determine the extent of the review of pay and hours
worked since the Director had resgned. The individua who entered time worked and leave used
and made changes to pay rates was aso responsble for the monthly reconciliation of the time
worked to the payroll regster. The Director only reviewed the time entry and leave spreadsheets
for two of twelve months, January and July. Thereis an increased risk for unauthorized changesin
payrall or for leave to be incorrectly recorded without a proper segregation of duties.

The Commisson did not issue receipts or prepare a lising of money received to ensure it was
properly deposited to NIS. After the mail was opened, the money was forwarded to an individua
who was responsible for endorsing checks and preparing deposit documents in NIS. Therefore,
there is no independent comparison of the monies actudly received by the Commission to the
amount deposited to NIS. Without an initid listing of monies received by the Commisson there is
an increased risk of loss or misuse of State funds.

One individua was responsible for al functions of the capita assets process within NIS. The same
individud was ds0 responsble for completing the annud physcd inventory. There was no
independent verification that al capitd assets purchased were added to the capital asset listing.
There was no independent review of the NIS capital asset integrity reports.

Without an adequate segregation of duties, or controls to compensate for the lack of segregation of
duties, there is an increased risk that errors could occur and remain undetected. There is aso an
increased risk of loss or theft of State and Federad funds and State assets.

We recommend a documented, independent review of the pay rates,
time worked, and leave used in NIS. We dso recommend the
Commission implement procedures to ensure receipts are properly
accounted for and deposited to NIS. Findly, we recommend a
documented, independent review of fixed asset integrity reports and for
a person independent of the processing of capital asset transactions to
asss with the annud physicd inventory.



NEBRASKA EQUAL OPPORTUNITY COMMISSION

COMMENTSAND RECOMMENDATIONS
(Continued)

1 | nternal Controls (Concluded)

Commission’s Response:

Internal Controls - We will be setting up a procedure for one person to enter leave and a second
person to review the final payroll register for accuracy. This will be documented by the initials,
or signatures of both the preparer and the reviewer. The director reviews the gross salary paid
to all staff each month.

Receipts - A procedure will be set up where the mail opener logs the incoming checks, the
purpose of the check, the amount and lists their initials as the logger. The depositor will then
note the date the check was deposited, and also lists their initials.

APA’sResponse: The“logger” should ensurethereceptsthey record are actually deposited
into NIS.

Commission’s Response, Concluded:

Capital Assets - During months when assets are added, or deleted integrity reports will be
produced that the director a his assignee can review and sign off on. A second individual,
besides the person who enters items into the capital assets inventory, will be assigned in each
office to check the capital assetsinventory at least once each year.

2. Travel Expenses

Neb. Rev. Stat. Section 81-1174 R.R.S. 1999, requires expense reimbursement requests to be
submitted each month and be fully itemized, including when, where, and why the expense was incurred.
When reimbursement is requested for mileage by automobile, the points between which such travel
occurred, the times of arrivad and departure, and the necessity and purpose of such travel shdl be
shown on such request.  Air travel shdl only be authorized when it is more economica than surface
travel or will result in a substantia savings of expense or productive time.

The DAS Accounting Divison policy generdly requires an individud to be more than 60 miles from his
or her workplace in order to be digible for lodging. There are exceptions to this palicy, but the reason
must be clearly stated on the disbursement document.

Good interna control requires procedures to ensure payment for expenses are reasonable, necessary,
and in accordance with State guiddines. The Generd Services Adminigration (GSA) Federal per diem
breakdown rates can be used as a reasonable guideline for meal and lodging reimbursements.
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NEBRASKA EQUAL OPPORTUNITY COMMISSION

COMMENTSAND RECOMMENDATIONS
(Continued)

Travel Expenses (Continued)

Wetested 21 documents related to the Commission travel expenses and noted the following:

Two of ten expense reimbursement documents tested were not submitted monthly as required
by statute. One document was submitted in October 2003 and included expenses from August,
September, and October 2003. The other document was submitted in November 2003 and
included expenses from September, October, and November 2003. Thiswas aso noted in the
prior audit.

One of ten expense reimbursement documents tested did not include the purpose of the travel
on 4 of 18 days.

Four of nine mileage reimbursement documents tested were not reasonable or did not contain
adequate documentation to support the mileage requested. There was no documentation to
support 135 locd miles driven by one employee. Excessive miles were clamed for
rembursement ranging from 12 to 29 miles. A State-owned vehicle dso had unreasonable
mileage incurred. An additiona 53 miles were recorded in excess of the actud miles for one
trip in the State vehicle.

Commissioners and Commission staff flew between Scottsbluff, Nebraska and Lincoln and
Omaha, Nebraska without documentation to indicate the air travel was more economica than
surface trangportation or resulted in substantia savings of expense or productive time. There
were a leadt five days in which individuas traveled between Scottsbluff and Lincoln or Omaha
We noted additionda cogtsto the State for this travel ranging from $241 to $1,740.

Six of eight expense reimbursement documents tested contained medl's that were unreasonable.
All meds exceeded the per meal breakdown per the GSA Federa per diem guidelines. Two
lunches for $20 and $28 were reimbursed. Eight dinners were reimbursed that exceeded the
Federa per diem guideine for dinner for the location of the travel. The dinner expenses ranged
from $23 to $47. Oneindividua was reimbursed for meds dthough they should not have been
considered in travel status based on the times indicated on the reimbursement request. Thetotal
of these meals was $23. Findly, oneindividua was reimbursed for a breakfast, when breakfast
was provided by the conference.

Two of nine expense reimbursement documents tested included payment for vaet parking and
tips which is unreasonable and unnecessary. The reimbursements for vaet parking and tips
were $118 and $13.



NEBRASKA EQUAL OPPORTUNITY COMMISSION

COMMENTSAND RECOMMENDATIONS
(Continued)

2. Travel Expenses (Concluded)

One of ten expense reimbursement documents included payment for lodging that was over the
Federa per diem guiddine and did not contain adequate documentation to support the expense.
A Commissioner from Lincoln received lodging in Omaha that was in excess of the Federal per
diem guiddine. The Federd per diem lodging guiddine in Nebraska was $63 per night. The
lodging expense was for $73 for night. The request for reimbursement adso did not indicate the
need for the lodging less than 60 miles from the headquarter city.

Without adequate procedures to ensure compliance with State statute and accounting policies, there is
an increased risk for lose or misuse of State funds. There is aso an increased risk for misuse of State
funds without procedures to ensure requests for reimbursement of expenses are reasonable.

We recommend the Commission implement procedures to ensure travel
expenses are reasonable and in accordance with State statute and State
accounting policies.

Commission’s Response:  The Commission will be issuing some revised expense guidelines to
staff which will utilize the federal government guidelines for meal breakdowns, and will also
make every effort to stay within the government guidelines for the lodging costs. Saff will also
be reminded to better document the purpose of their travel, and to note in detail why there may
be exceptions. They will also be asked to note on the gold copy of the state vehicle rental
receipts the purpose of their travel, such as case numbers. The Commission will work on
utilizing the most economical travel to our Scottsbluff office, or will indicate in detail why a more
expensive method of travel was necessary.

3. Allocation of Expenses

Good internd control and sound accounting practice requires a reasonable alocation of expenses to
each fund. Sound business practice a0 requires agencies to maintain a reasonable amount of funds on
hand.

The Commisson utilized the State Genera Fund and two Federa funds to account for the activity of the
Commisson. The Commisson did not have adequate procedures to alocate expenditures, including
payrall, to the proper fund. Commission staff indicated expenses were generdly pad from the fund that
had the highest fund balance a the time of payment. Each employee of the Commission is only paid
from one of the three funds. When the employee is hired, the fund with the largest bdance is generdly
used to pay the employees payroll expenses. There were 41 employees of the Commission noted on
NIS for the fiscd year. There were 20 paid from the State Generad Fund, 16 paid from the Federa
EEOC Fund, and 5 paid from the Federad HUD Fund.
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NEBRASKA EQUAL OPPORTUNITY COMMISSION

COMMENTSAND RECOMMENDATIONS
(Continued)

3. Allocation of Expenses (Concluded)

The Commission spent $1,042,854, including $835,364 for persona services, from the State General
Fund in fiscal year 2004. The Commission spent $601,204, including $582,525 for persond services,
from the Federal EEOC Fund in fiscd year 2004. The EEOC fund badance a June 30, 2004 was
$482,162. This fund has enough to cover 9 ¥2 months of expenditures. The Commission spent
$495,742, including $122,614 in persona services, from the Federa HUD Fund in fisca year 2004.
The HUD fund baance at June 30, 2004 was $507,020. This fund has enough to cover approximately
12 months of expenditures.

Without reasonable methods to alocate expenses, there is an increased risk that more State Genera
Fundswill be used than actudly necessary.

We recommend the Commisson implement a reasonable method to
alocate expenditures between funds.

Commission’s Response:  The funding of our positions, except for a couple of minor changes, has
been the same for years. Most positions have been funded according to the methods mandated
by the legislature at the time the position was added to the agency. The travel expenses of each
employee are charged against the fund that employee is paid from, unless they can be specifically
attributed to another fund source. Such as expenses paid to attend the HUD Academy training is
charged to HUD funding because they provide funding for this purpose in the grant.

It's true when the legislature forced the agency to participate in a fund switch, using federal
fundsin lieu of general funds, during the years when resources were tight, that we did not devise
a specific method to allocate operating expenses between these funds. However, this involved
operating expenses primarily. Only the funding for one position was changed to federal funds,
from general funding.

Now with a reduction in federal funding, this forced fund switch has had a negative impact on
the agency’ s ability to maintain all of our federally funded positions for the future.



NEBRASKA EQUAL OPPORTUNITY COMMISSION

COMMENTSAND RECOMMENDATIONS
(Continued)

4. Nebraska | nfor mation System and Accounting Procedur es

Good interna control requires a plan of organization, procedures, and records designed to safeguard
asets and provide reliable financid records. Without adequate training, written procedures, and
controls, there is a risk that employees may unintentionaly corrupt critica data and that errors could
occur and go undetected.

During the fiscal year ended June 30, 2003, the State of Nebraska implemented sgnificant components
of anew information system caled the Nebraska Information System (NIS). Three mgor components
were the Payroll, Fixed Asset, and Financia components, which went live during the fiscal year ended
June 30, 2003. During the fiscd year ended June 30, 2004, the Procurement and Employee Sdf-
Service components were partialy implemented. NIS affects dl Nebraska State agencies.

A consultant hired by the Auditor of Public Accounts (APA) with expertise in studying large computer
systems performed a study of NIS processes and controls prior to June 30, 2003. The APA aso
performed a preiminary examination of interna controls as of June 30, 2003, at al State agenciesin
July and August of 2003. In addition, while performing examination procedures the APA obtained a
further understanding of NIS.

From these studies and examinations, the APA has identified concerns and areas where improvement to
NISisneeded. During the fisca year ended June 30, 2004, the Department of Adminigtrative Services
(DAS) Accounting Divison addressed some areas of concern previoudy reported. However, the
following are the more significant concerns or areas where improvement is still needed to ensure NIS
integrity and operationd efficiency:

a. The reconciliagtion between the State Treasurer’s actud bank statements and records, the
Nebraska Accounting System (NAS-the previous accounting system before NIS), NIS
accounting records, and the related dispogtion of reconciling items was not completed for
November 2002 through December 2003 in atimely manner. Subsequent to December 2003,
the DAS Accounting Divison performed some reconciliation procedures. As of July 2004, the
June 30, 2003, reconciliation indicates an unknown variance between the bank records and the
accounting records of $3,654,783, with the bank being short compared to the accounting
records.

During the fiscal year ended June 30, 2004, DAS Accounting Divison began performing adaily
reconciliation of activity recorded on NIS compared to the activity recorded in the bank on a
limited test basis. For those days tested, the activity recorded on NIS can be reconciled to the
activity in the bank. The monthly reconciliations for the months of July 2003 through February
2004 for the fiscd year ended June 30, 2004 have been performed and indicate fluctuations in
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NEBRASKA EQUAL OPPORTUNITY COMMISSION

COMMENTSAND RECOMMENDATIONS
(Continued)

Nebraska I nformation System and Accounting Procedur es (Continued)

the variance amounts. The latest monthly reconciliation performed, February 2004, indicatesan
unknown variance between the bank records and the accounting records of $5,112,201, with
the bank being short compared to the accounting records. This variance was provided to us by
DAS Accounting Divison and its accuracy has not been verified by the APA.

Although some reconciliation procedures have been performed (daly reconciliation of activity
going through NIS to the activity recorded through the bank), the monthly reconciliation for the
months March 2004 through June 2004 are ill in the preliminary stages and are not complete
as of July 2004. Complete and timely reconciliation procedures between bank records and
accounting records provide control over cash and accurate financid information.  The
reconciliation procedures should be completed timely and on at least a monthly basis to ensure
al financid information is correct in NIS.

. During the early implementation months of NIS, DAS Accounting Divison did not have a
comprehengive written NIS policy and procedures manud available for users. During the fisca
year ended June 30, 2004, DAS Accounting Divison made progress in this area and significant
policies and procedures can be found by users on the DAS Accounting Divison website.
However, the APA, &fter reviewing the old accounting procedures manud, did note some
procedures still being performed under those policies that have not been incorporated as NIS
policies. We recommend DAS Accounting Divison continue to update their NIS policies and
proceduresto include al policies and procedures in place to help ensure consistent and accurate
accounting of the State’ sfinancid transactions.

During the early implementation of NIS it was determined the NIS Payroll gpplication was not
dlocating sdaries and benefits appropriately to sdaried employees who incur hours that are
digtributed across multiple business units.  This would gpply to many State agencies funds,
programs, and grants. During the fiscal year ended June 30, 2004, agencies developed “work
around” solutions to this problem; however, there has been no system change to resolve this
problem. The “work around” solutions can be very time consuming. We recommend DAS
Accounting Divison condgder obtaining a sysem change to dlocate sdaries and benefits
gopropriately for sdaried employees who incur hours that are distributed across multiple
business units.

. During the first year of NIS implementation an outside consultant noted a detailed analys's had
not been performed to determine whether users received adequate training to enable them to
gopropriately perform their job functions. The APA is not aware of any detalled andys's of
user training conducted by the DAS Accounting Division during the fiscal year ended June 30,
2004, but does acknowledge a ggnificant training effort by the DAS Accounting Divison during
this period. We recommend the DAS Accounting Divison continue their training efforts as well
asidentifying user training needs
-11-



NEBRASKA EQUAL OPPORTUNITY COMMISSION

COMMENTSAND RECOMMENDATIONS
(Continued)

Nebraska I nformation System and Accounting Procedur es (Continued)

Since the implementation of NIS, DAS Accounting Divison has not updated their records
retention and diposition schedule with the Records Management Divison of the Secretary of
State. The records retention schedule on file with the Secretary of State covers the records
under the old accounting system and was last updated in 1986.

Neb. Rev. Stat. Section 84-1207 R.R.S. 1999 dtates the head of any State agency shall make,
and submit to the State Records Adminigtrator schedules proposing the length of time each
record series warrants retention for administrative, legal, historica or fiscal purposes, after it has
been made in or received by the agency, and lists of records in the custody or under the control
of the agency which are not needed in the transaction of current business, and do not possess
aufficient adminigtretive, legd, historicd or fiscd vaue to warrant their further retention.

Since many of the records (and tharr titles) are Sgnificantly different under NIS than they were
under the old accounting system we do not believe the DAS Accounting Divison is in
compliance with the above statute with the current retention schedule on file with the Secretary
of State. In addition, for legd purposes and for good business practices we believe a
comprehensve DAS Accounting Divison records retention schedule is imperaive. We
recommend the DAS Accounting Divison work with the Secretary of State to develop a
comprehensive records retention schedule for al records they maintain.

The payroll component is not desgned to promote an effective segregation of duties. We
recommend the DAS Accounting Divison consder implementing the compensating control as
identified in the k. section of this comment.

During the first year of NIS implementation an outsde consultant noted access to sendtive
Generd Accounting functions had been provided to individuas who may not require such
access as a part of their job respongbilities. Based on our inquiries, DAS Accounting Divison
management noted, “All critical function access rights have been secured down to the
gopropriate high level matrix codes” We could not verify the accuracy of this Statement as
requested information and documentation have not been provided to us.

During the first year of NIS implementation an outsde consultant noted the State had not
documented or formalized comprehengve information security procedures for NIS. Based on
our inquiries, DAS Accounting Divison management noted, “The NIS CNC's and the NIS
Security team have developed a comprehensive security policy.”  We could not verify the
accuracy of this statement as requested information and documentation have not been provided
to us.

-12 -



NEBRASKA EQUAL OPPORTUNITY COMMISSION

COMMENTSAND RECOMMENDATIONS
(Continued)

Nebraska I nformation System and Accounting Procedur es (Continued)

During the first year of NIS implementation an outsde consultant noted the State had not
implemented a forma, comprehensve business continuity or disaster recovery plan that
comprehends both NIS and its supporting infrastructure.  Based on our inquiries, DAS
Accounting Divison management noted, “We have now contracted with an outside vendor for
business continuity planning.” Documentation provided to us by DAS management indicates the
State has a disaster recovery plan, however, it is not complete and the business continuity plan
is in the draft stage but has not yet been tested. We recommend the State continue to
implement forma, comprehensive business continuity and disaster recovery plans.

The APA reviewed certain data in the NIS address book in July 2004. We noted the following
related vendor information:

1 Duplicate Name and Address — Our review noted a total of 4,435 duplicate records.
However, dl have different address book numbers.

2. Duplicate Bank Information — 4,118 vendors had duplicate bank information.

3. Vendors with no Federal Tax Identification Number (FTIN) in NIS and Vendors
with an FTIN of 000000000 — 3,789 vendors either had no FTIN or an FTIN
with dl zeros. The vendors with zeros as their FTIN were dl PW (welfare) vendor

types. Out of the 3,789 records 3,408 had no FTIN at dll.

When duplicate records are in the NIS address book database there is a greater risk of
duplicate payments being made and not being detected and queries of the database for vendor
information may not be complete because the queries may not include dl vendor information. In
addition, when the database does not include FTIN numbers for dl vendors there is a greater
risk of payments to a fictitious vendor. DAS Accounting Divison should correct the database
for duplicate records and ensure al vendors included in the database have an FTIN.

. DAS Accounting Divison payroll procedures require each State agency to certify its payrall for
each pay period to ensure payroll is processed accurately and completely. This certification is
to be in writing, ether through an email or letter to the DAS Accounting Administrator. In our
review of the find payroll notification and certification procedures processed in July of 2003 and
May of 2004 and discusson with DAS Accounting Divison personnd, the certification
procedures were not aways performed. Our review aso noted that the DAS Accounting
Dividon did not have a policy on the information that should be included in the written
certification. We noted during our testing, when there was a certification, there was no
congstency in the information provided by State agencies.

-13-



NEBRASKA EQUAL OPPORTUNITY COMMISSION

COMMENTSAND RECOMMENDATIONS
(Continued)

4, Nebraska Infor mation System and Accounting Procedur es (Concluded)

DAS Accounting Divison should establish a policy on detailing the information to be included in
the certification, should ensure al State agencies conggtently follow this policy, and ensure dl
payroll expenditures are certified.

The issues identified above are the respongbility of the DAS Accounting Divison and NIS Functiond
Team as they relate directly to NIS; however, they directly affect all Nebraska State agencies financid
information and must be disclosed in this report.  The results of the consultant’s study of NIS were
communicated in a separate report to DAS, who is responsible for NIS. Letters to each State agency
communicated the results of the APA’s prliminary examination of interna controls at the State agency
level. Additiona concernsidentified by the APA were communicated to the appropriate State officias.

-14-



STATE OF NEBRASKA
AUDITOR OF PUBLIC ACCOUNTS

E‘;‘.Llc 1"-"':-i1l.'ix

State Auditor

il B ateene b NEBRASKA EQUAL OPPORTUNITY COMMISSION

INDEPENDENT ACCOUNTANT’SREPORT

Deann Haettner, CPA

.. . sl N ebraska Equa Opportunity Commission

RS Lincoln, Nebraska

[don |h|rt|.ip. CPA

Asst. Deputy Auditor We have examined the accompanying schedule of revenues, expenditures, and
o e changes in fund baances of the Nebraska Equal Opportunity Commission
(Commisson) for the fisca year ended June 30, 2004. The Commisson's
management is responsible for the schedule of revenues, expenditures, and changes
in fund baances. Our responghility is to express an opinion based on our
examingtion.

Part Hlulinf_',. CJ2

ast. Depury Audiror

'm Channer, CI’PA

vssr. 1D Py Yudiror

Our examination was conducted in accordance with attestation Standards
edablished by the American Inditute of Certified Public Accountants, and the
Mary Avery dandards applicable to attestation engagements contained in  Gover nment
SAE/Finance Manages Auditing Standards issued by the Comptroller Genera of the United States, and

e accordingly, included examining, on a test basis, evidence supporting the schedule
Dennic Mever. CGEM  Of revenues, expenditures, and changes in fund balances and performing such other
Solidivicion Bl procedures as we conddered necessary in the circumstances. We bdlieve that our
Coordinator examination provides areasonable bass for our opinion.

In our opinion, the schedule referred to above presents, in al materid respects, the
revenues, expenditures, and changes in fund baances of the Nebraska Equal
Review Coordinaror Opportunity Commission for the fiscal year ended June 30, 2004, based on the
s accounting system and procedures prescribed by the State of Nebraska Director of
serry Pirsch. 1D, Mpa  Administrative Services as described in Note 1.

Mark Avery, CPA

Lefrdl LOunse

In accordance with Government Auditing Standards, we have aso issued our
report dated March 11, 2005, on our consderation of the Nebraska Equal
Opportunity Commisson's internal control over financid reporting and our
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tests of its compliance with certain provisons of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financid reporting and compliance and the results of thet testing, and not to provide an opinion on the
interna control over financid reporting or on compliance. That report isan integra part of an attestation
engagement performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our examination.

Thisreport isintended solely for the information and use of the Commission and the appropriate Federa

and regulatory agencies. However, this report is a matter of public record and its distribution is not
limited.

s Reding,, COA

March 11, 2005 Assigtant Deputy Auditor
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NEBRASKA EQUAL OPPORTUNITY COMMISSION

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
For the Fiscal Year Ended June 30, 2004

Equal Housing and
Employment Urban Total
State General Opportunity Grant Development (Memorandum
Fund 10000 Fund 46730 Grant Fund 46740 Only)
REVENUES:
Appropriations $ 1,042,854  $ -3 - 3 1,042,854
Intergovernmental - 390,850 340,908 731,758
Sales & Charges 497 - 38 535
Miscellaneous 267 19,239 22,367 41,873
TOTAL REVENUES 1,043,618 410,089 363,313 1,817,020
EXPENDITURES:
Personal Services 835,364 582,525 122,614 1,540,503
Operating 189,617 10,202 319,719 519,538
Travel 17,873 8,477 53,009 79,359
Capital Outlay - - 400 400
TOTAL EXPENDITURES 1,042,854 601,204 495,742 2,139,800
Excess (Deficiency) of Revenues Over
(Under) Expenditures 764 (191,115) (132,429) (322,780)
OTHER FINANCING SOURCES (USES):
Sales of Assets 355 - - 355
Deposit to General Fund (1,119) - - (1,119)
TOTAL OTHER FINANCING SOURCES (USES) (764) - - (764)
Net Change in Fund Balances - (191,115) (132,429) (323,544)
FUND BALANCES, JULY 1, 2003 2,307 673,277 639,449 1,315,033
FUND BALANCES, JUNE 30, 2004 $ 2307 § 482,162  § 507,020 $ 991,489
FUND BALANCES CONSIST OF:
General Cash $ -3 254,412 § 506,952 $ 761,364
Deposits with Vendors 2,307 - - 2,307
Accounts Receivable Invoiced - 227,750 - 227,750
Due to Vendors - - 68 68
TOTAL FUND BALANCES $ 2,307 $ 482,162  § 507,020 $ 991,489

The accompanying notes are an integral part of the schedule.
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NEBRASKA EQUAL OPPORTUNITY COMMISSION
NOTESTO THE SCHEDULE
For the Fisca Y ear Ended June 30, 2004
1. Criteria

The accounting policies of the Nebraska Equa Opportunity Commission are on the basi's of accounting
as prescribed by the State of Nebraska Department of Adminigtrative Services (DAS).

Per Neb. Rev. Stat. Section 81-1107(2) R.R.S. 1999, the State of Nebraska Director of
Adminigrative Services duties include “The keeping of generd accounts and the adoption and
promulgation of appropriate rules, regulations, and adminigtrative orders designed to assure a uniform
and effective system of accounts and accounting, the gpprova of al vouchers, and the preparation and
issuance of warrants for adl purposes.”

The Nebraska Information System (NIS) is the officid accounting system prescribed by DAS for the
State of Nebraska. Policies and procedures are detailed in NIS manuas and Nebraska Accounting
System Concepts published by DAS and avalladle to the public. The financid information used to
prepare the schedule of revenues, expenditures, and changes in fund balances for the Commissionwas
obtained directly from the NIS. NIS records accounts receivable and accounts payable as transactions
occur. As such certain revenues are recorded when earned and expenditures are recorded when a
ligbility is incurred, regardiess of the timing of rdated cash flows. The accounts payable liability
recorded on NIS, and thus recorded as expenditures, as of June 30, 2004 includes only those payables
posted to NIS before June 30, 2004 and not yet paid as of that date. The anount recorded as
expenditures as of June 30, 2004 does not include amounts for goods and services received before
June 30, 2004 which had not been posted to NIS as of June 30, 2004.

The NIS system does not include ligbilities for accrued payroll and compensated absences.
The fund types established by NIS that are used by the Commisson are:

10000 — General Fund — accounts for al financia resources not required to be accounted for
in another fund.

40000 — Federal Funds — account for al federa grants and contracts received by the State.
Expenditures must be made in accordance with applicable federa requirements.

The mgor revenue object account codes established by NIS used by the Commissionare:

Appropriations — Appropriations are granted by the Legidature to make expenditures and to
incur obligations. The amount of gppropriations reported as revenue is the amount of
expenditures.

I ntergovernmental — Revenue from other governments in the form of grants, entitiements,
shared revenues, payments in lieu of taxes, or rembursements.
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NEBRASKA EQUAL OPPORTUNITY COMMISSION

NOTESTO THE SCHEDULE
(Continued)

Criteria (Concluded)

Sales & Charges — Income deived from sdes of merchandise and commodities,
compensation for services rendered, and charges for various licenses, permits, and fees.

Miscellaneous — Revenue from sources not covered by other mgor categories, such as
investment income,

The mgor expenditure object account titles established by NIS used by the Commissionare:

Per sonal Services— Sdaries, wages, and related employee benefits provided for al persons
employed by the Commission

Operating — Expenditures directly related to a program’s primary service activities.

Trave — All travel expenses for any Sate officer, employee, or member of any commission,
council, committee, or board of the State.

Capital Outlay — Expenditures which result in the acquisition of or an addition to capital assets.
Capital assets are resources of along-term character, owned or held by the government.

Other significant object account codes established by NIS and used by the Commissoninclude:

2.

Assets — Resources owned or held by a government that have monetary value. Assets include
cash accounts, deposits with vendors, and recelvable accounts. Accounts recelvable are
recorded as an increase to revenues and an increase to fund baance on the schedule. Cash
accounts and deposits with vendors are dso included in fund balance and are reported as
recorded on NIS.

Liabilities — Legd obligations arisng out of transactions in the past that must be liquidated,
renewed, or refunded a some future date.  Accounts payable transactions increase
expenditures and decrease fund baance.

Other Financing Sources — Proceeds of fixed asset digpostions and deposits to the State
Genera Fund.

State Agency

The Nebraska Equal Opportunity Commission (Commission) is a State agency established under and
governed by the laws of the State of Nebraska. As such, the Commission is exempt from State and
Federd incometaxes. The schedule includes al funds of the Commission
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NEBRASKA EQUAL OPPORTUNITY COMMISSION

NOTESTO THE SCHEDULE
(Continued)

2. State Agency (Concluded)

The Nebraska Equa Opportunity Commission is part of the primary government for the State of
Nebraska.

3. Totals

The Totds "Memorandum Only" column represents an aggregation of individua account balances. The
column is presented for overview informationa purposes and does not present consolidated financia
information because interfund balances and transactions have not been diminated.

4. Capital Assets

Under NIS, capita assets are not capitalized in the funds used to acquire or construct them. Instead,
capita acquidtions are reflected as expenditures. Capita assets, which would include property, plant,
equipment, and infrastructure assets (e.g., roads, bridges, sdewaks, and smilar items) would be
reported for the Sate of Nebraska in the Comprehensve Annud Financid Report (CAFR). The
Commission's values dl capitdl assats at cost where historical records are available and at estimated
historical cost where no historical records exist. Donated capital assets are vaued at their estimated fair
market vaue on the date received. Generaly, equipment that has a cogt of $1,000 at the date of
acquisition and has an expected ussful life of two or more years is capitalized. Depreciation expenses
would be reported in he CAFR in the funds used to acquire or congtruct them for the State of
Nebraska. The cost of norma maintenance and repairs that does not add to the vaue of the asset or
extend asst lifeis not capitdized.

Equipment is depreciated using the straight-line method with estimated useful lives of three to ten years.

Capitd asset activity of the Commissonfor the fiscal year ended June 30, 2004 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Capital assets
Equipment $ 22882 $ 400 $ - $ 22022
Less accumulated depreciation for:
Equipment 199,516
Total capital assets, net of depreciation $ 29,706
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STATE OF NEBRASKA
AUDITOR OF PUBLIC ACCOUNTS

Kate Witek
e NEBRASKA EQUAL OPPORTUNITY COMMISSION
REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
EXAMINATION OF THE SCHEDUL E OF REVENUES,
Deann Haeffner. CPA EXPENDITURES, AND CHANGES IN FUND BALANCES
Diputs Stivs Andisos PERFORMED IN ACCORDANCE WITH
hacffner@mail stare.ne.us GOVERNMENT AUDITING STANDARDS

[don |11Jrl|.1|\. CPA

Nebraska Equa Opportunity Commission
Lincoln, Nebraska

Pat Reding, CPA We have examined the accompanying schedule of revenues, expenditures, and
A changes in fund balances of the Nebraska Equa Opportunity Commission for the
' ' fiscal year ended June 30, 2004, and have issued our report thereon dated
Iim Channer: CPA March 11, 2005. We conducted our examination in accordance with attestation
\sst. Depury Auditor dandards established by the American Indtitute of Certified Public Accountants and

R the standards gpplicable to atestation engagements contained in Government

Nlesir A Auditing Standards, issued by the Comptroller Generd of the United States.

2 Internal Control Over Financid Reporting

In planning and performing our examination, we considered the Nebraska Equal
Dennis Meyer, CGEM - opportunity Commissior's intemd control over finandid reporting in order to
; Bl ol determine our procedures for the purpose of expressing our opinion on the schedule

of revenues, expenditures, and changes in fund baances, and not to provide an

opinion on the internd control over financia reporting. However, we noted certain
Mark Avery, CPA matters involving the interna control over financia reporting and its operation that
SEBEIPIIRG IS we consider to be reportable conditions. Reportable conditions involve matters
coming to our attention relating to sgnificant deficiencies in the design or operation
of the internd control over financia reporting that, in our judgment, could adversely
affect the Nebraska Equa Opportunity Commission's ability to record, process,
summarize, and report financid data consgstent with the assertions of management in
the financid schedule. Reportable conditions are described in the Comments
Section of the report as Comment Number 1 (Internal Controls) and Comment
Number 4 (Nebraska Information System and Accounting Procedures).

Yerry

Pirsch, 1>, MPA

gl Lounsel
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A materid weakness is a reportable condition in which the design or operation of one or more of the
interna control components does not reduce to a relatively low level the risk that misstatements caused
by error or fraud in amounts that would be materid in relation to the financid schedule being examined
may occur and not be detected within atimely period by employeesin the norma course of performing
their assgned functions. Our congderation of the internd control over financid reporting would not
necessarily disclose al maiters in the internd control that might be reportable conditions and,
accordingly, would not necessarily disclose al reportable conditions that are dso considered to be
material weaknesses. However, we believe that none of the reportable conditions described above are
material wesknesses.

Compliance and Other Matters

As pat of obtaning reasonable assurance about whether the Nebraska Equa Opportunity
Commisson's schedule of revenues, expenditures, and changes in fund baances, is free of materid
misstatement, we performed tests of its compliance with certain provisons of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and materid effect on
the determination of financid schedule amounts. However, providing an opinion on compliance with
those provisons was not an objective of our examination, and, accordingly, we do not express such an
opinion. The results of our tests disclosed no ingtances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

We noted certain additiond items that we reported to management of the Nebraska Equal Opportunity
Commission in the Comments Section of this report as Comment Number 2 (Travel Expenses) and
Comment Number 3 (Allocation of Expenses).

This report isintended solely for the information and use of the Commissionand the appropriate Federal

and regulatory agencies. However, this report is a matter of public record and its distribution is not
limited.

s Reding, CEA

March 11, 2005 Assgtant Deputy Auditor
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NEBRASKA EQUAL OPPORTUNITY COMMISSION

STATISTICAL SECTION

Our examination was conducted for the purpose of forming an opinion on the schedule of revenues,
expenditures, and changes in fund balances. Statistical Section information is presented for purposes of
additiond andyds. Such information has not been subjected to the procedures applied in the
examination of the schedule of revenues, expenditures, and changes in fund baances, and, accordingly,
we express no opinion on it.
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NEBRASKA EQUAL OPPORTUNITY COMMISSION

EXPENDITURES BY FUND
Fiscal Years 2000 through 2004
$1,400,000
$1,200,000
$1,000,000 -
$800,000 -
$600,000 -
$400,000 -
$200,000 -
$0
2000 2001 2002 2003 2004
B General Fund $1,262,203 $1,316,466 $618,582 $985,169 $1,042,854
B EEOC Fund $584,921 $602,202 $1,236,618 $679,610 $601,204
B HUD Fund $187,213 $202,114 $302,126 $319,650 $495,742
FUND BALANCES
For the Fiscal Years Ended June 30, 2000 through 2004
$1,400,000
$1,200,000
$1,000,000
$800,000 -
$600,000 -
$400,000 -
$200,000 -
$0
2000 2001 2002 2003 2004
B EEOC Fund 46730 |  $1,204,799 $1,139,096 $555,424 $673,277 $482,162
B HUD Fund 46740 $493,343 $676,187 $617,874 $639,449 $507,020
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NEBRASKA EQUAL OPPORTUNITY COMMISSION

TOTAL MONETARY RELIEF OBTAINED

Fiscal Years 2000 through 2004

$1,400,000 -
$1,200,000
$1,000,000 -
$800,000
$600,000
$400,000 -
$200,000 -
$0
2000 2001 2002 2003 2004
M Litigation $- $102,980 $- $6,130 $-
OPublic Hearing $38,235 $38,500 $13,656 $- $132,392
E Conciliations $269,420 $285,799 $309,859 $84,900 $286,403
O Withdrawals with Settlement $141,446 $266,062 $89,300 $134,538 $97,516
B Mediation * $- $- $- $- $155,733
B Pre-Determination Settlements $245,105 $698,936 $716,645 $554,011 $186,508

* Mediation amounts were accounted for in Pre-Determination Settlements until 2004.
** Monetary relief obtained is not represented in the Financial Statement, money goes to the complainant from the respondant

and is not deposited with NEOC.

CASE ACTIVITY BREAKDOWN
Fiscal Years 2000 through 2004

1,600
1,400
1,200
1,000
800
600
400
200
) 2000 2001 2002 2003 2004
O PUBLIC ACC. 24 9 29 27 52
EHOUSING 72 68 79 54 94
B AGE 236 249 226 203 226
OEQ PAY 37 21 30 23 21
BFEPA 1031 1083 1093 1030 1090

Public Acc. - Nebraska Civil Rights Act of 1969 (Public Accommodations)

Housing - Nebraska Fair Housing Act

Age - Act Prohibiting Unjust Discrimination in Employment Because of Age

EQ Pay - Equal Pay Act of Nebraska

FEPA - Fair Employment Practice Act

Note: Source for both graphs - NEOC annual report.
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