State of Nebraska

Comprehensive Annual Financial Report

Fiscal Year Ended June 30, 2011



State of Nebraska

Comprehensive Annual Financial Report

Year Ended June 30, 2011

Dave Haeineman
Governor

Administrative Services

Carlos Castillo, Jr.
Director

Michael J. Keays
State Accounting Administrator



State of Nebraska

COMPREHENSIVE ANNUAL FINANCIAL REPORT

For the Year Ended June 30, 2011

TABLE OF CONTENTS
INTRODUCTORY SECTION Page
L ISz (ST O (Lol LSRR 4
Transmittal Letter from AdMINISIIaliVe SEIVICES.........iiiiiie ettt sttt e s e e s te e be et e e st e sbeesteesteesteesesasesaeesaeesseenseensenns 5
L@ 0Tz 911 110 0 1 O o= o OSSR 10
Certificate Of ACRIEVEMENT ...t e st e st e s te e te et e eabeeaeeeheesbe e beesbeeasesaeesaeesaeesaeenseeatesasesseesteesteentenn 11
FINANCIAL SECTION
FgTo =0T 0T L= g QAW o ] (0 (S = o) 14
Management’ s DiSCUSSION N0 ANAIYSIS .. .ciuiiiiieieieiteseseeeeieestes e ste s e saeatesseeseesessestesaeatesseeseeseessesseseeatesseasesssensensessestesseasensessennenns 16
Basic Financial Statements
Government-wide Financial Statements
SEAEMENE OF INEE ASSELS......cee ittt h et re bbb e he e st e s e e e e b e sh e e bt e Rt ehe e s e e e e m b e se e b e s bt eh e e heeaeentens e beneeebenne e 33
SEALEMENE OF ACTIVITIES. ...ttt et bbb a e st e e s e e b e sh e e b e e Rt e R e e h e e e e bese e bt s bt eh e e st e ne et e ns e beseeebenae e 34
Fund Financial Statements
Balance Sheet — GOVEINMENTAl FUNGS ........oo.oiii ettt b et se bbb e bt e b e e e e e e b seenbesbesbeeneeneenes 36
Reconciliation of the Balance Sheet — Governmental Fundsto the
SEAEMENE OF INEE ASSELS. ...ttt bttt sttt e b bt e ae et e ae e besheeb e e Rt e he e st e es e beseeebesaeehe e e e s ebeseeabenneeneennens 37
Statement of Revenues, Expenditures, and Changes in Fund Balances
GOVEINMENTAl FUNGS. ...ttt e bt ae et e e e be s heeb e s Rt e ae e st e es e beseeeb e s bt ehe e e e e enbeseeebesneereennens 38
Reconciliation of the Statement of Revenues, Expenditures, and Changesin
Fund Balances — Governmental Funds to the Statement of ACHVITIES........ooeiirieieiee s 39
Statement of Net ASSELS — Proprietary FUNCS...........ooeoiioii ettt e st et e e te e e saaesaeesneenseeneennenns 40
Statement of Revenues, Expenses, and Changesin Fund Net Assets — Proprietary FUNS..........cccceveeievce e veeve e 41
Statement of Cash FIOWS — Proprietary FUNOS............cooi ittt e e te e e e aesae e sneenneeneenne e 42
Statement of Fiduciary Net ASSetS — FIdUCIArY FUNGS..........c.oiiiiieiie sttt et ae e s sneesneenneenneans 44
Statement of Changesin Fiduciary Net Assets — FiduCiary FUNGS...........coiiiiieiie it 45
Statement of Net ASSetS — COMPONENE UNITS.........coiiiiiciiciieie et e s s e e ste et e e e sreestaeste e teetesneesaeesaeenseeseenseans 46
Statement of ACtiVities — COMPONENT UNILS.........ciiiiiiiicie et re e te et e et esre e st e e te e teesesaeesaeesreesseenseenneans 47
Notes to the Financial Statements
Summary of Significant ACCOUNIING POIICIES .......ccueiiiiiieire et e bbb ae e e 48
Deposits and INVESIMENES POIFOIIO .........oiiiiie ittt bbb bttt e bbb e b ebe e e e e nes 53
CAPITAI ASSELS ...ttt ettt sttt ettt bbbt h et a e e e h e b e SRt E e Re e R £ e e oA oAt SRt eheeReeh £ e AE e e e EeeEeeEeeReeR £ e aeentenAeeeenbesheehenaeennenens 57
FaLe= {0 To [ = =g Tor =SSP 58
Accounts Payable and ACCrUEd LidhilitIES ..ottt sttt s sb e e 59
[T Tl =t A = o ] S ST 59
(=2 @0 010 0] 0= ST 59
Obligations Under Other FiNanCiNg ArTaNGEMENTS. ........couiriieiieireeeeie et sttt ese st e e e seeseesbeseesbe s e eeessessesbeseesbessesseaneens 60
ContingeNnCieS AN COMMITMENES........ciuiierererereeee e e ree s e e et e s e eeeseestesaeseessesseeseeseneessessessesseaseeneenseseessessessessennnensnnenns 60
RS S = 1= 0= S 61
S 1S To g =T TSRS 61
o= Y= o] =TT 64
L0010 ] = Y= o = 64
L C S (<07 | PSPPI 64
Required Supplementary Information
Budgetary Comparison Schedule — GeNeral FUNG ..........coeoiiiieieie ettt se e e saesaestesresre e e enaennens 66
Budgetary Comparison SChedUIE — Cash FUNAS ..........cciiieeeiecie et e s et st e e saeste e sneete e e enaesaessestesnesresnneneeneens 67
Budgetary Comparison Schedule — CONSLIUCHION FUNGS........cc.oieiiiiiiie et st esae et snesre e e enaeneens 68
Budgetary Comparison Schedule — FeAeral FUNAS ..........c.coueiiiieie sttt sttt st eenaesaesaesaesnesre e e enneneens 69
Budgetary Comparison Schedule — REVOIVING FUNAS.........cc.oiiiiiiiicese ettt st sttt aesaestestesresre e e enaenens 70
Notes to Required Supplementary INFOIMELION.............cciiiiie e e et e e s eesreesreesse e teenseensesseesraensens 71
Information about I nfrastructure Assets Reported using the Modified APProach...........ccccvecveveeesie s 72



TABLE OF CONTENTS (Continued)

FINANCIAL SECTION (Continued)
Combining Financial Statements
Nonmajor Governmental Funds

Combining Balance Sheet — Nonmajor Governmental FUNGS............ccoiiiiirieinneeese e 76
Combining Statement of Revenues, Expenditures, and Changesin
Fund Balances — Nonmajor GOVErNMENtal FUNGS ...........coieiiriiieirieeesiee et 77
Combining Balance Sheet — Nonmajor Special REVENUE FUNTS...........cccoiiiiiiieneee e 78
Combining Statement of Revenues, Expenditures, and Changesin
Fund Balances — Nonmajor Special REVENUE FUNAS ..........ccuiiiiiieiiieree st 80
Combining Balance Sheet — NOnmMajor Permanent FUNOS............oouiiiiiiiieneieere et 82
Combining Statement of Revenues, Expenditures, and Changesin
Fund Balances — NONmajor PerManent FUNGS...........coieiiriirireeseseeeeie sttt 83
Nonmajor Enterprise Funds
Combining Statement of Net Assets — NONMmMajor ENtErprise FUNAS ..o e 86
Combining Statement of Revenues, Expenses, and Changesin
Fund Net Assets — NONmMajor ENLErpriSe FUNGS..........ooviiiiieeieecsiee et 87
Combining Statement of Cash Flows— Nonmajor ENterprise FUNGS............cciiiiiriieineeeseee e 88
Internal Service Funds
Combining Statement of Net Assets — INternal SErVICE FUNGS........co.oiiiriiinieeree e 90
Combining Statement of Revenues, Expenses, and Changesin
Fund Net ASSets — INterNal SENVICE FUNGS..........eiieieiesese ettt st st se e e e testesbesneereeneeneenes 92
Combining Statement of Cash Flows — Internal SErVICe FUNGS.........cc.oiiiiiiniieee e 94
Fiduciary Funds
Combining Statement of Fiduciary Net Assets— Pension Trust FUNGS...........cooiiinnicneecse e 98
Combining Statement of Changesin Fiduciary Net Assets— Pension Trust FUNAS.........ccocvvveeeieerenene e 100
Combining Statement of Fiduciary Net Assets— Private PUrpose Trust FUNS..........oovvvrrrenenieeeeee e 102
Combining Statement of Changesin Fiduciary Net Assets — Private Purpose Trust FUNGS.........cccoevereneseneneeceneeeenes 103
Combining Statement of Fiduciary Assets and Liabilities— Agency FUNAS ... 104
Combining Statement of Changesin Assets and LiabilitiesS— Agency FUNGS.........cococvvirenineineneseseseseeese s 105

STATISTICAL SECTION

T AL OF COMEENES. ...ttt ettt h bbb e b bt e bt e b e b e e R e e eh e e R e e e b e AR e e eh e e R e e e b e AR e ne e b e e R e e eb e e b e e eb e e R e neebeabennebenrenneren 108
FinanCial TrendS INFOIMBEIION. ........cciii ettt e st bR st bbb e e e bt e b e e e bt e b e et e b e s e st e b n et s b e et 109
Revenue CapaCity INFOMMBLTON. ..ot ettt sttt b ettt e e e bt s bt eb e s et e ae e e e e e beeeeebeeaeeheeae e e e beseeebesaeebeeneennenes 116
(DS o @z o = ol VA [ a1 {4 107 o] o OSSP RUPRPRRR 119
Demographic and ECONOMIC INFOMMIBLION .........oiuiiii ittt ettt st eb et e e e se e be e e b e s et ehe e e e e e beseenbesbeebeeneeneenes 120
(@o< = laTo N a1 e g007= o] o FHUN SOOI 123
TR = = s TN S I - VSRS 126



INTRODUCTORY SECTION




State of Nebraska

SELECTED STATE OFFICIALS

As of June 30, 2011

EXECUTIVE

Dave Heineman
Governor

Rick Sheehy
Lieutenant Governor

Jon Bruning
Attorney General

Mike Foley
Auditor of Public Accounts

John A. Gale
Secretary of State

Don Stenberg
State Treasurer

JUDICIAL

Supreme Court of Nebraska
Michael G. Heavican, Chief Justice
William M. Connolly, Justice

John M. Gerrard, Justice

Michael McCormack, Justice
Lindsey Miller-Lerman, Justice
Kenneth C. Stephan, Justice

John F. Wright, Justice

LEGISLATIVE

Mike Flood
Speaker of the Legidature
Nebraska Unicameral (49 Senators)



























FINANCIAL SECTION

13
















































BASIC FINANCIAL STATEMENTS

31



32





















State of Nebraska

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGESIN FUND BALANCES -

GOVERNMENTAL FUNDSTO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2011

(Dollars in Thousands)
Net change in fund balances-total governmental funds $ 188,526

Amounts reported for governmental activities in the Statement of Activities
are different because:

Capital outlays are reported as expenditures in governmental funds. Sales of
capital assets are reported as revenues. However, in the Statement of
Activities, the cost of capital assets is allocated over their estimated useful
lives as depreciation expense. In the current period, these amounts are:

Capital outlay, net of gains or losses 198,105
Depreciation expense (40,626) 157,479

Bond proceeds and other financing arrangements provide current financial
resources to governmental funds; however, issuing debt increases long-term
liabilities in the Statement of Net Assets. In the current period, proceeds were
received from:

Other financing arrangements (5,195) (5,195)

Repayment of long-term debt and other financing arrangements is reported as
an expenditure in governmental funds, but the repayment reduces long-term
liabilities in the Statement of Net Assets. In the current year these amounts
consisted of:

Other financing arrangement payments 3,380
Capital lease payments 2,586 5,966

Internal service funds are used by management to charge the costs of certain
activities to individual funds. The net revenue of the internal service funds is
reported with governmental activities. 20,001

Because some revenues will not be collected in the next year, they are not
considered available revenues and are deferred in the governmental funds.
Unearned revenues decreased by this amount this year. 2,222

Some items reported in the Statement of Activities do not require the use of current
financial resources and therefore are not reported as expenditures in
governmental funds. These activities consist of:

Increase in compensated absences (101)
Decrease in claims and judgments 2,160 2,059
Change in net assets of governmental activities $ 371,058

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
June 30, 2011

(Dollars in Thousands) BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS GOVERNMENTAL
ACTIVITIES -
NONMAJOR INTERNAL
UNEMPLOYMENT ENTERPRISE SERVICE
INSURANCE FUNDS TOTALS FUNDS
ASSETS
CURRENT ASSETS:
Cash and Cash Equivalents $ 275,230 $ 36,713 $311,943 $ 148,833
Receivables, net of allowance 52,040 13,961 66,001 2,052
Due from Other Funds - 1,255 1,255 18,864
Inventories - 2,621 2,621 425
Prepaid Items - 582 582 1,204
TOTAL CURRENT ASSETS 327,270 55,132 382,402 171,378
NONCURRENT ASSETS:
Restricted Long-Term Deposits - 2,247 2,247 -
Long-Term Investments 54,592 63,899 118,491 -
Securities Lending Collateral 5,761 2,263 8,024 -
Capital Assets:
Land - 315 315 -
Buildings and Equipment 1,067 12,174 13,241 82,210
Less Accumulated Depreciation (906) (5,841) (6,747) (53,792)
Total Capital Assets, net 161 6,648 6,809 28,418
TOTAL NONCURRENT ASSETS 60,514 75,057 135,571 28,418
TOTAL ASSETS $ 387,784 $ 130,189 $517,973 $ 199,796
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts Payable and Accrued Liabilities $ 849 $ 14,864 $ 15,713 $ 27,567
Due to Other Funds 3 99 102 6,209
Capital Lease Obligations - - - 4,723
Claims, Judgments and Compensated Absences 37,509 4,298 41,807 26,930
Unearned Revenue - 2,931 2,931 483
TOTAL CURRENT LIABILITIES 38,361 22,192 60,553 65,912
NONCURRENT LIABILITIES:
Capital Lease Obligations - - - 16,756
Claims, Judgments and Compensated Absences 17 31,149 31,166 42,747
Obligations under Securities Lending 5,761 2,263 8,024 -
TOTAL NONCURRENT LIABILITIES 5,778 33,412 39,190 59,503
TOTAL LIABILITIES 44,139 55,604 99,743 125,415
NET ASSETS:
Invested in Capital Assets, net of related debt 161 6,648 6,809 6,939
Restricted for:
Lottery Prizes, Noncurrent - 2,247 2,247 -
Unemployment Insurance Benefits 343,484 - 343,484 -
Unrestricted - 65,690 65,690 67,442
TOTAL NET ASSETS 343,645 74,585 418,230 74,381
TOTAL LIABILITIES AND NET ASSETS

$ 387,784

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET ASSETS

PROPRIETARY FUNDS
For the Year Ended June 30, 2011

(Dollars in Thousands) BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS GOVERNMENTAL
ACTIVITIES -
NONMAJOR INTERNAL
UNEMPLOYMENT ENTERPRISE SERVICE
INSURANCE FUNDS TOTALS FUNDS
OPERATING REVENUES:
Charges for Services $ 379,351 $ 155,885 $ 535,236 $360,976
Other 43,626 545 44,171 1,241
TOTAL OPERATING REVENUES 422,977 156,430 579,407 362,217
OPERATING EXPENSES:
Personal Services 5,318 5,722 11,040 35,686
Services and Supplies 33 32,222 32,255 107,952
Lottery Prizes - 76,871 76,871 -
Unemployment Claims 324,155 - 324,155 -
Insurance Claims - 19,236 19,236 194,181
Depreciation 70 648 718 9,136
TOTAL OPERATING EXPENSES 329,576 134,699 464,275 346,955
Operating Income (Loss) 93,401 21,731 115,132 15,262
NONOPERATING REVENUES (EXPENSES):
Investment Income 11,248 5,006 16,254 4,545
Gain (Loss) on Sale of Capital Assets - - - 553
Other - - - (359)
TOTAL NONOPERATING REVENUES (EXPENSES) 11,248 5,006 16,254 4,739
Income (Loss) Before Transfers 104,649 26,737 131,386 20,001
Transfers Out - (32,055) (32,055) -
Change in Net Assets 104,649 (5,318) 99,331 20,001
NET ASSETS, JULY 1 238,996 79,903 318,899 54,380
NET ASSETS, JUNE 30 $ 343,645

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS
For the Year Ended June 30, 2011

(Dollars in Thousands) BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS GOVERNMENTAL
ACTIVITIES -
NONMAJOR INTERNAL
UNEMPLOYMENT  ENTERPRISE SERVICE
INSURANCE FUNDS TOTALS FUNDS
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from Customers $ 420,687 $ 140,678 $ 561,365 $ 24,269
Cash Received from Interfund Charges - 14,769 14,769 337,862
Cash Paid to Employees (5,317) (5,724) (11,041) (35,571)
Cash Paid to Suppliers (16) (31,195) (31,211) (97,014)
Cash Paid for Lottery Prizes - (76,526) (76,526) -
Cash Paid for Insurance Claims (335,580) (4,020) (339,600) (189,964)
Cash Paid for Interfund Services (6) (1,152) (1,158) (8,481)
NET CASH FLOWS FROM OPERATING ACTIVITIES 79,768 36,830 116,598 31,101
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers Out - (32,055) (32,055) -
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES:
Acquisition and Construction of Capital Assets (223) (1,456) (1,679) (7,891)
Proceeds from Sale of Capital Assets - - - 895
Principal Paid on Capital Leases - - - (4,097)
Interest Paid on Capital Leases - - - (359)
NET CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES (223) (1,456) (1,679) (11,452)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of Investment Securities (5,532) (136,077) (141,609) -
Proceeds from Sale of Investment Securities - 135,924 135,924 -
Interest and Dividend Income 11,306 3,475 14,781 4,685
NET CASH FLOWS FROM INVESTING ACTIVITIES 5,774 3,322 9,096 4,685
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS 85,319 6,641 91,960 24,334
CASH AND CASH EQUIVALENTS, JULY 1 189,911 30,072 219,983 124,499
CASH AND CASH EQUIVALENTS, JUNE 30 $ 275,230 $ 36,713 $ 311,943 $ 148,833

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS (Continued)
For the Year Ended June 30, 2011

(Dollars in Thousands) BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS GOVERNMENTAL
ACTIVITIES -
NONMAJOR INTERNAL
UNEMPLOYMENT  ENTERPRISE SERVICE
INSURANCE FUNDS TOTALS FUNDS
RECONCILIATION OF OPERATING INCOME TO NET CASH
FLOWS FROM OPERATING ACTIVITIES:
Operating Income (Loss) $ 93,401 $ 21,731 $ 115,132 $ 15,262
Adjustments to reconcile operating income (loss) to
net cash flows from operating activities:
Depreciation 70 648 718 9,136
Change in Assets and Liabilities:
(Increase) Decrease in Receivables (1,839) (496) (2,335) 506
(Increase) Decrease in Due from Other Funds - 1,115 1,115 (127)
(Increase) Decrease in Inventories - 69 69 (116)
(Increase) Decrease in Prepaid Items - (158) (158) (58)
(Increase) Decrease in Long-Term Deposits - (357) (357) -
Increase (Decrease) in Accounts Payable
and Accrued Liabilities 782 683 1,465 2,261
Increase (Decrease) in Due to Other Funds 1 (29) (18) 485
Increase (Decrease) in Claims Payable (11,465) 15,216 3,751 4,217
Increase (Decrease) in Unearned Revenue (1,182) (1,602) (2,784) (465)
Total Adjustments (13,633) 15,099 1,466 15,839
NET CASH FLOWS FROM OPERATING ACTIVITIES $ 79,768 $ 36,830 $ 116,598 $ 31,101
NONCASH TRANSACTIONS (dollars in thousands):
Noncash transactions are investing and financing activities that affect
assets and liabilities but do not result in cash receipts or payments.
The following noncash transactions occurred during the year:
Capital Assets acquired through Capital Leases $ - $ - $ - $ 10,810
Change in Fair Value of Investments - 1,544 1,544 -
Total Noncash Transactions $ - $ 1,544 $ 1,544 $ 10,810
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State of Nebraska

STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
June 30, 2011

The accompanying notes are an integral part of the financial statements.
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(Dollars in Thousands) PENSION PRIVATE PURPOSE
TRUST TRUST AGENCY
ASSETS
Cash and Cash Equivalents $ 4,621 $ 21,256 $ 82,632
Investments:
U.S. Treasury Notes and Bonds 111,237 - -
U.S. Treasury Bills 6,540 - -
Government Agency Securities 32,936 - -
Corporate Bonds 618,751 - -
International Bonds 72,070 - -
Equity Securities 1,526,782 - -
Private Equity 244,665 - -
Options (1,419) - -
Mortgages 543,470 - -
Private Real Estate 231,375 - -
Asset Backed Securities 91,873 - -
Municipal Bonds 42,743 - -
Commingled Funds 5,822,292 2,391,598 -
Guaranteed Investment Contracts 111,153 - -
Short Term Investments 185,439 1,308 -
Total Investments 9,639,907 2,392,906 -
Securities Lending Collateral 335,769 - -
Receivables:
Contributions 24,386 - -
Interest and Dividends 15,714 584 454
Other 539,408 - 461
Total Receivables 579,508 584 915
Due from Other Funds 28,345 - -
Capital Assets:
Buildings and Equipment 23,075 - -
Less Accumulated Depreciation (21,286) - -
Total Capital Assets, net 1,789 - -
Other Assets - 15,680 -
TOTAL ASSETS $ 10,589,939 $ 2,430,426 $ 83,547
LIABILITIES
Accounts Payable and Accrued Liabilities $ 646,543 $ 890 $ 10,323
Due to Other Governments 16 - 51,975
Deposits - 800 -
Due to Other Funds 194 13 -
Obligations under Securities Lending 335,769 - -
Capital Lease Obligations 83 - -
Accrued Compensated Absences 276 - -
Other Liabilities - - 21,249
TOTAL LIABILITIES $ 982,881 $ 1,703 $ 83,547
NET ASSETS
Held in Trust for:
Pension Benefits $ 9,607,058 $ - $ -
College Savings Plan - 2,392,783 -
Other Purposes - 35,940 -
TOTAL NET ASSETS $ 9,607,058 $ 2,428,723 $ -



State of Nebraska

STATEMENT OF CHANGESIN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
For the Year Ended June 30, 2011

(Dollars in Thousands)

PENSION PRIVATE PURPOSE
TRUST TRUST
ADDITIONS:
Contributions:
Participant Contributions $ 196,406 $ 650,122
Client Contributions - 169
State Contributions 98,507 -
Political Subdivision Contributions 135,323 -
Court Fees 3,507 -
Total Contributions 433,743 650,291
Investment Income:
Net Appreciation (Depreciation) in
Fair Value of Investments 1,566,152 225,603
Interest and Dividend Income 138,189 44,797
Securities Lending Income 2,790 -
Total Investment Income 1,707,131 270,400
Investment Expenses 23,058 16,091
Securities Lending Expenses 939 -
Total Investment Expense 23,997 16,091
Net Investment Income 1,683,134 254,309
Escheat Revenue - 7,938
Other Additions 106 5,654
TOTAL ADDITIONS 2,116,983 918,192
DEDUCTIONS:
Benefits 451,941 543,100
Refunds 11,425 -
Amounts Distributed to Outside Parties - 13,766
Administrative Expenses 7,001 2,203
Other Deductions 5,634 -
TOTAL DEDUCTIONS 476,001 559,069
Change in Net Assets Held in Trust for:
Pension Benefits 1,640,982 -
College Savings Plan - 360,493
Other Purposes - (1,370)
NET ASSETS-BEGINNING OF YEAR 7,966,076 2,069,600
NET ASSETS-END OF YEAR $ 9,607,058 $ 2,428,723

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF NET ASSETS

COMPONENT UNITS
June 30, 2011

(Dollars in Thousands)

UNIVERSITY OF STATE
NEBRASKA COLLEGES TOTALS
ASSETS
Cash and Cash Equivalents $ 475,484 $ 29,592 $ 505,076
Receivables, net of allowance
Loans 34,533 2,386 36,919
Other 309,045 3,808 312,853
Due from Primary Government - 354 354
Investments 1,770,433 36,034 1,806,467
Investment in Joint Venture 275,175 - 275,175
Other Assets 40,661 4,886 45,547
Restricted Assets:
Cash and Cash Equivalents 279,844 35,234 315,078
Investments Held by Trustee 30,634 332 30,966
Capital assets:
Land 74,058 1,328 75,386
Land Improvements 143,813 25,795 169,608
Construction in Progress 155,979 15,642 171,621
Buildings and Equipment 2,201,875 173,357 2,375,232
Less Accumulated Depreciation (768,127) (68,796) (836,923)
Total Capital Assets, net of depreciation 1,807,598 147,326 1,954,924
Total Assets $ 5,023,407 $ 259,952 $ 5,283,359
LIABILITIES
Accounts Payable and Accrued Liabilities $ 175,848 $ 10,178 $ 186,026
Deposits 11,872 298 12,170
Deferred Revenue 104,184 281 104,465
Noncurrent Liabilities:
Due within one year 113,979 3,081 117,060
Due in more than one year 661,019 43,896 704,915
Total Liabilities $ 1,066,902 $ 57,734 $ 1,124,636
NET ASSETS
Invested in Capital Assets, net of related debt $ 1,044,719 $ 119,131 $ 1,163,850
Restricted for:
Education 1,553,551 - 1,553,551
Other Purposes 249,328 43,072 292,400
Construction and Debt Service 275,402 30,274 305,676
Unrestricted 833,505 9,741 843,246
Total Net Assets $ 3,956,505 $ 4,158,723

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

STATEMENT OF ACTIVITIES

COMPONENT UNITS
For the Year Ended June 30, 2011

(Dollars in Thousands)

UNIVERSITY OF STATE
NEBRASKA COLLEGES TOTALS
Operating Expenses:
Compensation and benefits $ 1,118,877 $ 59,331 $ 1,178,208
Supplies and materials 286,922 10,101 297,023
Contractual services 128,296 3,099 131,395
Repairs and maintenance 57,795 2,394 60,189
Utilities 36,854 3,913 40,767
Communications 13,425 755 14,180
Depreciation 92,194 5,360 97,554
Scholarships and fellowships 69,835 6,342 76,177
Other 16,311 11,352 27,663
Total Operating Expenses 1,820,509 102,647 1,923,156
Program Revenues:
Charges for Services 869,499 37,191 906,690
Operating Grants and Contributions 348,526 17,499 366,025
Capital Grants and Contributions 10,276 2,406 12,682
Total Program Revenues 1,228,301 57,096 1,285,397
Net (Expense) Revenue (592,208) (45,551) (637,759)
General Revenue:
Interest and investment earnings 63,038 2,233 65,271
Miscellaneous 386,567 10,451 397,018
Payments from the State of Nebraska 508,514 52,576 561,090
Total General Revenues 958,119 65,260 1,023,379
Change in Net Assets 365,911 19,709 385,620
Net Assets - Beginning - As Restated 3,590,594 182,509 3,773,103
Net Assets - Ending $ 3,956,505 $ 202,218 $ 4,158,723

The accompanying notes are an integral part of the financial statements.
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State of Nebraska

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND
For the Year Ended June 30, 2011

(Dollars in Thousands)

GENERAL FUND

ORIGINAL FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL FINAL BUDGET
REVENUES:
Taxes $ 3,291,025 $ 3,305,778 $ 3,368,433 $ 62,655
Federal Grants and Contracts 118 118 118 -
Sales and Charges 23,851 23,851 23,851 -
Other 32,053 32,053 32,053 -
TOTAL REVENUES 3,347,047 3,361,800 3,424,455 62,655
EXPENDITURES:
Current:
General Government 262,226 267,149 252,288 14,861
Conservation of Natural Resources 48,052 48,052 34,975 13,077
Culture — Recreation 6,588 6,588 5,844 744
Economic Development and Assistance 9,352 9,293 6,521 2,772
Education 1,709,952 1,709,032 1,676,517 32,515
Health and Social Services 1,323,845 1,253,047 1,124,505 128,542
Public Safety 243,295 254,155 217,291 36,864
Regulation of Business and Professions 4,566 4,566 3,758 808
Transportation 6 6 - 6
Capital Projects 5,100 5,100 - - 5100
TOTAL EXPENDITURES 3,612,982 3,556,988 3,321,699 235,289
Excess of Revenues Over (Under) Expenditures (265,935) (195,188) 102,756 297,944
OTHER FINANCING SOURCES (USES):
Transfers In 229,109 229,109 229,109 -
Transfers Out (280,803) (280,803) (280,803) -
Other 91 91 91 -
TOTAL OTHER FINANCING SOURCES (USES) (51,603) (51,603) (51,603) -
Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses (317,538) (246,791) 51,153 297,944
FUND BALANCES, JULY 1 762,334 762,334 762,334 -
FUND BALANCES, JUNE 30 $ 444,796 $ 515,543 $ 813,487 $ 297,944
A reconciliation of the budgetary basis versus GAAP fund balance for the
General Fund as of June 30, 2011, follows (dollars in thousands):
Actual Fund Balances, budgetary basis, June 30, 2011
General $ 500,285
Cash Reserve 313,202
Budgetary fund balances 813,487
DIFFERENCES DUE TO BASIS OF ACCOUNTING:
Record taxes receivable 333,196
Record tax refund liability (345,316)
Record State contributions due pension funds (28,345)
Record claims payable (89,645)
Record other net accrued receivables and liabilities 50,070
GAAP fund balance, June 30, 2011 $ 733,447

See independent auditors' report
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State of Nebraska

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

For the Year Ended June 30, 2011
(Dollars in Thousands) CASH FUNDS
ORIGINAL FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL FINAL BUDGET
REVENUES:
Taxes $ 112,829 $ 112,829 $ 112,829 $ -
Federal Grants and Contracts 337,100 337,100 337,100 -
Sales and Charges 495,974 495,974 495,974 -
Other 211,249 211,249 211,249 -
TOTAL REVENUES 1,157,152 1,157,152 1,157,152 -
EXPENDITURES:
Current:
General Government 238,480 241,050 194,671 46,379
Conservation of Natural Resources 122,700 135,823 57,015 78,808
Culture — Recreation 35,968 35,968 22,861 13,107
Economic Development and Assistance 59,130 59,871 24,340 35,531
Education 618,137 624,862 389,131 235,731
Health and Social Services 189,061 189,318 111,745 77,573
Public Safety 59,382 59,381 35,612 23,769
Regulation of Business and Professions 229,788 216,665 119,625 97,040
Transportation 771,970 776,970 632,842 144,128
Capital Projects 77,473 77,473 23,882 53,591
TOTAL EXPENDITURES 2,402,089 2,417,381 1,611,724 805,657
Excess of Revenues Over (Under) Expenditures (1,244,937) (1,260,229) (454,572) 805,657
OTHER FINANCING SOURCES (USES):
Transfers In 1,149,594 1,149,594 1,149,594 -
Transfers Out (625,956) (625,956) (625,956) -
Other 2,068 2,068 2,068 -
TOTAL OTHER FINANCING SOURCES (USES) 525,706 525,706 525,706 -
Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses (719,231) (734,523) 71,134 805,657
FUND BALANCES, JULY 1 828,390 828,390 828,390 -

FUND BALANCES, JUNE 30 $ 109,159 $ 93,867 $ 899,524 $ 805,657

A reconciliation of the budgetary basis versus GAAP fund balance for the
Major Funds as of June 30, 2011, follows (dollars in thousands):

Actual Fund Balances, budgetary basis, June 30, 2011

Cash $ 899,524
Construction 21,248
Federal 89,516
Revolving 294,618
Budgetary fund balances 1,304,906
Unbudgeted fund balances 1,638,226
Non-major fund balances (1,156,073)
Differences due to basis of accounting (548,175)
GAAP fund balance, June 30, 2011 $ 1,238,884
Actual Fund Balances of Major Funds, June 30, 2011
Highway $ 213,386
Federal 8,648
Health and Social Services 471,465
Permanent School 545,385
GAAP fund balance, June 30, 2011 $ 1,238,884

See independent auditors' report
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State of Nebraska

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

CONSTRUCTION FUNDS
For the Year Ended June 30, 2011

(Dollars in Thousands) CONSTRUCTION FUNDS
ORIGINAL FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL FINAL BUDGET
REVENUES:
Taxes $ - $ - $ - $ -

Federal Grants and Contracts - - - -
Sales and Charges - - - -

Other 854 854 854 -
TOTAL REVENUES 854 854 854 -
EXPENDITURES:
Current:

General Government - - - R
Conservation of Natural Resources - - - -
Culture — Recreation - - - R
Economic Development and Assistance - - -
Education 3,036 3,036 2,401 635
Health and Social Services - - - -
Public Safety - - - -
Regulation of Business and Professions - - - -
Transportation - - - R

Capital Projects 25,953 25,170 6,468 18,702
TOTAL EXPENDITURES 28,989 28,206 8,869 19,337
Excess of Revenues Over (Under) Expenditures (28,135) (27,352) (8,015) 19,337
OTHER FINANCING SOURCES (USES):

Transfers In 307 307 307 -
Transfers Out - - - -
Other - - - -
TOTAL OTHER FINANCING SOURCES (USES) 307 307 307 -

Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses (27,828) (27,045) (7,708) 19,337
FUND BALANCES, JULY 1 28,956 28,956 28,956 -

FUND BALANCES, JUNE 30 $ 1,128 $ 1,911 $ 21,248 $ 19,337

See independent auditors' report
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State of Nebraska

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

FEDERAL FUNDS
For the Year Ended June 30, 2011

(Dollars in Thousands) FEDERAL FUNDS
ORIGINAL FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL FINAL BUDGET
REVENUES:
Taxes $ - $ - $ - $ -
Federal Grants and Contracts 2,923,134 2,923,134 2,923,134 -
Sales and Charges 19,478 19,478 19,478 -
Other 9,979 9,979 9,979 -
TOTAL REVENUES 2,952,591 2,952,591 2,952,591 -
EXPENDITURES:
Current:
General Government 15,475 16,506 8,808 7,698
Conservation of Natural Resources 109,584 132,086 85,180 46,906
Culture — Recreation 6,147 6,159 2,383 3,776
Economic Development and Assistance 134,474 134,922 83,155 51,767
Education 1,325,677 1,389,513 1,083,409 306,104
Health and Social Services 1,739,861 1,821,014 1,565,005 256,009
Public Safety 212,609 229,700 126,023 103,677
Regulation of Business and Professions 5,130 5,867 3,936 1,931
Transportation 7,241 7,241 5,879 1,362
Capital Projects 347 347 183 164
TOTAL EXPENDITURES 3,556,545 3,743,355 2,963,961 779,394
Excess of Revenues Over (Under) Expenditures (603,954) (790,764) (11,370) 779,394
OTHER FINANCING SOURCES (USES):
Transfers In 22,847 22,847 22,847 -
Transfers Out (22,035) (22,035) (22,035) -
Other 6,002 6,002 6,002 -
TOTAL OTHER FINANCING SOURCES (USES) 6,814 6,814 6,814 -
Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses (597,140) (783,950) (4,556) 779,394
FUND BALANCES, JULY 1 94,072 94,072 94072 -
FUND BALANCES, JUNE 30 $ (503,068) $ (689,878) $ 89,516 $ 779,394

See independent auditors' report

69



State of Nebraska

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

REVOLVING FUNDS
For the Year Ended June 30, 2011

(Dollars in Thousands) REVOLVING FUNDS
ORIGINAL FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL FINAL BUDGET
REVENUES:
Taxes $ - $ - $ - $ -
Federal Grants and Contracts 1,988 1,988 1,988 -
Sales and Charges 531,661 531,661 531,661 -
Other 165,027 165,027 165,027 -
TOTAL REVENUES 698,676 698,676 698,676 -
EXPENDITURES:
Current:
General Government 269,386 270,703 170,162 100,541

Conservation of Natural Resources - - - -
Culture — Recreation - - - -

Economic Development and Assistance 3,560 3,560 1,588 1,972
Education 726,999 790,583 467,954 322,629
Health and Social Services - - - -
Public Safety 29,300 31,325 15,794 15,531
Regulation of Business and Professions - - - -
Transportation - - - -
Capital Projects - - - -
TOTAL EXPENDITURES 1,029,245 1,096,171 655,498 440,673
Excess of Revenues Over (Under) Expenditures (330,569) (397,495) 43,178 440,673
OTHER FINANCING SOURCES (USES):

Transfers In 61,283 61,283 61,283 -
Transfers Out (57,208) (57,208) (57,208) -
Other 1,009 1,009 1,009 -
TOTAL OTHER FINANCING SOURCES (USES) 5,084 5,084 5,084 -

Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses (325,485) (392,411) 48,262 440,673
FUND BALANCES, JULY 1 246,356 246,356 246,356 -
FUND BALANCES, JUNE 30 $ (79,129) $ (146,055) $ 294,618 $ 440,673

See independent auditors' report
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State of Nebraska

NOTESTO REQUIRED SUPPLEMENTARY INFORMATION
For the Year Ended June 30, 2011

Budgetary Process

The State’s biennial budget cycle ends on June 30 of the
odd-numbered years. By September 15, prior to a
biennium, all State agencies, including the university
and colleges, must submit their budget requests for the
biennium beginning the following July 1. The reguests
are submitted on forms that show estimated funding
requirements by programs, subprograms, and activities.
The Governor reviews the agency requests, establishes
priorities, and presents the Legids ature with one or more
pieces of legislation covering the biennium. The
Legislature holds hearings on the Governor’s proposed
budget, adopts changes and presents final legidation to
the Governor. The Governor can either: a) approve the
appropriation bill in its entirety, b) veto the bill, or c)
line item veto certain sections of the bill. Any vetoed
bill or line item can be overridden by a three-fifths
majority of the Legislature.

The approved appropriations set spending limits by fund
type for programs within each agency. These limits may
include up to five budgetary fund types. Thus, the legal
level of control is fund type within program within
agency. The central accounting system maintains this
control. A separate publication titled “ Annual Budgetary
Report” shows the detail of this legal level of control.
This publication is available from the State Accounting
Division of Administrative Services.

Appropriations are made for each fiscal year of the
biennium; balances at the end of the first fiscal year are
carried over into the second fiscal year, unless directed
otherwise by the Legislature. For most appropriations,
balances |apse at the end of the biennium.

The budgetary fund types used by the State differ from
those presented in the basic financial statements. The
budgetary funds, which are listed below, are generaly
segregated by revenue sources. Of these seven fund
types, only the first five are subject to the spending
limits set by the appropriations bills. The General Fund
is the only mgjor fund that corresponds to a budgetary
fund type, so the General Fund is the only major fund
that has a budget.

General Fund. To account for activities funded by
general tax dollars, primarily sales and income taxes.

Cash Reserve Fund. This is part of the Genera
Fund, and is used to account for financial
resources to be used as a reserve for the General
Fund if the General Fund balance should become
inadequate to meet current obligations. The Cash
Reserve Fund is part of the budgetary basis fund
balance.
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Cash Funds. To account for the financing of goods
or services provided by a State agency to individuals
or entities outside State government on a cost-
reimbursement basis, and to account for the revenues
and expenditures related to highway construction.

Construction Funds. To account for financia
resources to be used for the acquisition or construc-
tion of major capital facilities.

Federal Funds. To account for the financial
resources related to the receipt and disbursement of
funds generated from the federal government as a
result of grants and contracts, except for federal
highway monies accounted for in the Cash Funds.

Revolving Funds. To account for the financing of
goods or services provided by one State agency to
another State agency on a cost-reimbursement basis.

Trust Funds. To account for assets held in atrustee
capacity.

Distributive Funds. To account for assets held as an
agent for individuas, private organizations, and
other governments and/or other funds.

The accompanying basic financial statements were
prepared by converting budgetary fund data into the
fund format required by GAAP. The cash basis of
accounting is used for al budgetary fund types.

All State budgetary expenditures for the general, cash,
construction, federal and revolving fund types are made
pursuant to appropriations that may be amended by the
Legidature, upon approval by the Governor. State
agencies may alocate appropriations between object of
expenditure accounts, except that personal service
expenditures that exceed limitations contained in the
appropriations hill require Legisative amendment. Any
changes in appropriations are made through an annual
deficit bill or other legidation. Appropriations from the
federal fund type are considered to be estimated and the
Legidature has approved an administrative procedure
for changing them. During fiscal year 2011, the
Legidature passed deficit appropriation bills that
increased the allowable expenditure level in severa of
the programs.

For the year ended June30, 2011, there were no
budgetary programs in which expenditures exceeded
appropriations. Revenues are not budgeted for any funds
except for General Fund tax revenues.



State of Nebraska

REQUIRED SUPPLEMENTARY INFORMATION
INFORMATION ABOUT INFRASTRUCTURE ASSETS

REPORTED USING THE MODIFIED APPROACH
For the Year Ended June 30, 2011

Asallowed by GASB Statement No. 34, Basic Financial Statements — and Management’ s Discussion and Analysis for
Sate and Local Governments, the State has adopted an alternative process for recording depreciation expense on
selected infrastructure assets. Under this alternative method, referred to as the modified approach, the State expenses
certain maintenance and preservation costs and does not report depreciation expense. Assets accounted for under the
modified approach include approximately 10,000 miles of highway and bridges the State is responsible to maintain.

In order to utilize the modified approach, the State is required to:
e Maintain an asset management system that includes an up-to-date inventory of eligible infrastructure assets.
e Perform condition assessments of eligible assets and summarize the results using a measurement scale.
e Estimate each year the annual amount to maintain and preserve the assets at the condition level established
and disclosed by the State.
e Document that the assets are being preserved approximately at, or above, the established condition level.

M easur ement Scale

The Nebraska Department of Roads uses the Nebraska Serviceability Index (NSI) to measure and monitor pavement
conditions. The NSI is a numerical pavement rating scale used to monitor the condition on a scale ranging from 0 to
100 with O being the worst and 100 being the best. NSI represents the condition of the pavement at the time of
measurement and is based on pavement’s surface distresses. Surface distresses include cracking, patching, roughness,
rutting, and faulting.

Established Condition L evel
It isthe policy of the Nebraska Department of Roads to maintain at least an overall NSI system rating of 72 or above.

Assessed Condition

The State assesses conditions on a calendar year basis. The following table reports the percentage of pavements
meeting ratings of “Very Good”, “Good”, “Fair”, and “Poor”. This condition index is used to classify roads in very
good (90-100), good (70-89), fair (50-69), and poor (0-49).

Calendar Year 2010 2009 2008 2007 2006 2005
Very Good 31% 32% 32% 33% 42% 39%
Good 44% 47% 47% 49% 38% 46%
Fair 22% 19% 19% 17% 19% 12%
Poor 3% 2% 2% 1% 1% 3%
Overall System Rating 80 81 82 82 83 84

Estimated and Actual Coststo Maintain

The following table presents the State’'s estimate of spending necessary to preserve and maintain the roads at, or
above, the established condition level cited above, and the actual amount spent during the past fiscal years (amountsin
millions). Beginning in Fiscal Year 2005, a newly developed Pavement Optimization Program was used to calculate
the annual amount required to maintain the highway system at a NSI of 72 by performing a cost-benefit analysis of
various improvement strategies by pavement section. This has resulted in alower estimated annua cost. However, the
actual cost of system preservation is greater than estimated as a result of maintaining the system at a NSl level higher
than the base level established for GASB-34 purposes (72 base versus 80 actual).

Fiscal Year 2012 2011 2010 2009 2008 2007
Estimated $ 288 $ 267 $211 $ 206 $ 155 $ 148
Actual 218 270 239 208 167
Difference (49) 59 33 53 19

See independent auditors’ report
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NONMAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS

Specia revenue funds are used to account for specific revenues that are legally restricted to expenditure for particular
purposes.

Licensing and Regulation. This fund accounts for all activities of agencies, boards, and commissions whose primary function
is licensing individuals and regulating industry and professions. This includes a diverse group of professions such as
abstracters, medical professions, barbers, engineers, architects and accountants.

Economic Development. This fund accounts for activities to develop and promote the growth of industry, agriculture,
commerce and tourism, and utilization of resources within Nebraska.

Airport Development. This fund accounts for the activities relating to aircraft fuels tax, which is administered by the
Department of Aeronautics for the support and maintenance of public airports.

Game and Parks. This fund accounts for the activities related to the Nebraska Game and Parks Commission, which is
responsible for the development and preservation of the fish and wildlife resources of Nebraska, and operation and
administration of the State park system.

Environmental Quality. This fund accounts for the activities related to the Department of Environmental Quality, which is
responsible for the protection of Nebraska s air, land, and water resources.

Energy Conservation. This fund accounts for activities relating to the oil and gas severance taxes as well as energy
conservation and development activities. The State Energy Office is responsible for providing technical assistance on energy
conservation and development, distributing funds for the school weatherization program, and administering and distributing
federal funds provided to the State in the area of energy efficiency.

NETC Leasing Corporation. Thisfund accounts for the activities of a blended component unit.

Other Special Revenue. Thisfund accounts for various other revenues that must be used for specific purposes.

CAPITAL PROJECTSFUND

The Capital Projects Fund is used to account for construction of buildings financed with tax dollars.

PERMANENT FUNDS

Permanent funds are used to report resources that are legally restricted to the extent that only earnings, not principal, may be
used for purposes that support the reporting government’ s programs.

Aeronautics Trust Fund. This fund receives proceeds from the sale of state-owned airfields. Investment income is used to
pay for expenses of the Department of Aeronautics.

Nebraska Veterans Aid Fund. Thisfund accounts for the investment activity of a General Fund contribution made in a prior
year. Earnings on the investment are used to provide emergency financial assistance to eligible veterans and dependents.

Permanent Endowment Fund. This fund receives the proceeds of sales of land and investments endowed to the University by
the Federal Government. This fund is under the control of the Board of Educational Lands and Funds, which is a part of the
primary government. Income on these fundsis used for support and maintenance of the University.

Agriculture Endowment Fund. This fund receives the proceeds of sales of land and investments endowed to the University’s
Agriculture College by the Federal Government. This fund is under the control of the Board of Educational Lands and Funds,

which is a part of the primary government. Income from this fund is used for support and maintenance of the College of
Agriculture and Natural Resources.

Other Permanent Funds. Normal School Endowment, J.J. Soukup, and Miscellaneous Permanent Trust.
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