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DANA F. COLE & COMPANY, LLP

CERTIFIED PUBLIC ACCOUNTANTS
1248 O STREET, SUITE 500
LINCOLN, NEBRASKA 68508

INDEPENDENT AUDITORS' REPORT

Board of Commissioners
Lancaster County, Nebraska

We have audited the accompanying financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of Lancaster County, Nebraska
(the County) as of and for the year ended June 30, 2006, which collectively comprise the County's basic
financial statements as listed in the table of contents. These financial statements are the responsibility of
the County's management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respec-
tive financial position of the governmental activities, business-type activities, each major fund and the
aggregate remaining fund information of the County as of June 30, 2006, and the respective changes in
financial position and cash flows, where applicable, thereof for the year then ended in conformity account-
ing principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 22,
2006, on our consideration of the County's internal control over financial reporting and our tests of its
compliance with certain provisions 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 financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

The accompanying budgetary information on pages 36 to 39 is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required supple-
mentary information. However, we did not audit the information and express no opinion on it.



The County has not presented Management's Discussion and Analysis that accounting principles gener-
ally accepted in the United States of America has determined is necessary to supplement, although not
required to be part of, the basic financial statements.

Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole.
The other supplemental information, including the Schedule of Expenditures of Federal Awards which is
presented as required by U.S. Office of Management and Budget Circular A-133, "Audits of States, Local
Governments and Non-Profit Organizations," is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information has been subjected to the auditing pro-
cedures applied in the audit of the financial statements and, in our opinion, is fairly presented in all mate-
rial respects in relation to the financial statements taken as a whole.

s LL

Lincoln, Nebraska
December 22, 2006



LANCASTER COUNTY, NEBRASKA
STATEMENT OF NET ASSETS
JUNE 30, 2006

ASSETS
Cash and investments
Prepaid postage
Accrued interest receivable
Taxes receivable
Due from other government agencies
Debt issuance costs, net of amortization
Capital assets not being depreciated:
Land
Construction in progress
Capital assets, net of related accumulated depreciation
Land improvements
Building
Machinery and equipment
Licensed vehicles
Infrastructure

TOTAL ASSETS

LIABILITIES

Vouchers payable

Accrued interest payable

Other liabilities

Claims payable

Due to other government agencies

Capital leases payable
Expected to be paid in one year
Expected to be paid after one year

Bonds payable
Expected to be paid in one year
Expected to be paid after one year

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted
Debt service
Capital projects
Unrestricted

TOTAL NET ASSETS

See accompanying notes to financial statements.

Governmental

Activities

32,776,164
101,317
78,298
20,054,269
1,229,609
80,826

6,634,569
896,662

823,481
39,502,976
3,159,928
2,121,287
35,512,861

142,972,247

3,230,080
74,936
1,907,869
653,297
125,000

53,210
114,444

1,640,000
10,170,000

17,968,836

76,174,110
5,416,202
1,458,729

41,954,370

125,003,411



LANCASTER COUNTY, NEBRASKA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2006

Net
(Disbursements)
Receipts and
Changes in
Fund Equity
Primary
Program Receipts Government
Charges Operating
for Grants and Governmental
Disbursements Services Contributions Activities
Functions/Programs
Governmental activities
General Government 26,725,262 24,705,735 84,219 (1,935,308)
Public Safety - Law Enforcement 25,843,451 5,552,520 817,702 (19,473,229)
Public Safety - Judicial 18,439,142 2,143,025 2,230,532 (14,065,585)
Community Development 555,977 252,923 303,000 (54)
Public Works 14,953,693 1,007,787 5,329,182 (8,616,724
Public Health and Human Services 49,167,376 17,489,737 15,317,717 (16,359,922)
Culture and Recreation 1,644,159 12,728 (1,631,431)
Debt service interest 218,009 (218,009)
Total governmental activities 137,547,069 51,151,727 24,095,080 (62,300,262)
General receipts
Taxes
Property taxes 45,028,405
Motor vehicle tax 6,578,316
Inheritance tax 2,995,045
Homestead exemption 968,526
In-lieu-of tax 1,131,143
Carline/Airline tax 367,715
Insurance tax 343,472
MYV prorate tax 105,967
Lodging tax 1,595,737
State aid to counties 771,253
Unrestricted investment earnings 2,336,217
Sale of fixed assets 33,267
Total general receipts 62,255,063
CHANGE IN NET ASSETS (45,199)
NET ASSETS, beginning of year 109,362,176
PRIOR PERIOD ADJUSTMENT 15,686,434
NET ASSETS, end of year 125,003,411

See accompanying notes to financial statements.




LANCASTER COUNTY, NEBRASKA

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2006
Bridge
and
Special ~ Lancaster Other Total
General Road Manor  Governmental Governmental
Fund Fund Fund Funds Funds
ASSETS
ASSETS
Cash and investments 12,490,194 3,403,992 1,022,530 3,837,660 20,754,376
Prepaid postage 101,317 101,317
Accounts receivable 31,471 31,471
Taxes receivable 17,937,776 2,116,493 20,054,269
Due from other government
agencies 388,526 841,083 1,229,609
TOTAL ASSETS 30,816,496 3,403,992 1,022,530 6,928,024 42,171,042
LIABILITIES AND FUND
BALANCES
LIABILITIES
Vouchers payable 1,694,330 437,472 253,796 804,756 3,190,354
Other liabilities 1,057,823 120,032 249,288 397,134 1,824,277
Due to other government
agencies 125,000 125,000
Total liabilities 2,752,153 557,504 503,084 1,326,890 5,139,631
FUND BALANCES
Reserved for:
Encumbrances 132,717 1,278,673 590 961,394 2,373,374
Unreserved 27,931,626 1,567,815 518,856 4,639,740 34,658,037
Total fund balances 28,064,343 2,846,488 519,446 5,601,134 37,031,411
TOTAL LIABILITIES AND
FUND BALANCES 30,816,496 3,403,992 1,022,530 6,928,024 42,171,042

See accompanying notes to financial statements.



LANCASTER COUNTY, NEBRASKA
RECONCILIATION OF THE BALANCE SHEET
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS
JUNE 30, 2006

Amounts reported in the governmental activities in the
statement of net assets are different because:

Total fund balances for the governmental funds 37,031,411

Capital assets are reported at historical cost, net of
accumulated depreciation, on the statement of
net assets, including internal service funds. 88,151,764

Internal service funds are used by the County to
charge the costs of certain activities to individual
funds. The assets and liabilities of the internal
service funds are included in the governmental
activities in the statement of net assets, net of
capital assets and long-term debt. 11,797,890

Long-term liabilities, including bonds and capital
leases payable, are not due and payable in the
current period and, therefore, are not reported

in the funds. (11,977,654)
Total governmental activities net assets in the
statement of net assets 125,003,411

See accompanying notes to financial statements.
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LANCASTER COUNTY, NEBRASKA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2006

Amounts reported in the governmental activities in the
statement of activities are different because:

Total net change in fund balances for the governmental
funds. (3,325,536)

Capital outlays are reported as expenditures in the govern-
mental funds report. However, in the statement of
activities, the cost is depreciated. The capital outlay
($4,232,683) exceed the depreciation ($3,714,523). 518,160

Payment of bond principal and the principal portion of the
capital lease payable is an expenditure in the governmental
funds, but the repayment reduces the long-term debt
liabilities in the statement of net assets. 495,134

Payment of capital lease payable (no cash received)
is an increase to the long-term debt liabilities in the
statement of net assets.

The issuance of long-term debt (bonds) provides current
financial resources to governmental funds.

Internal service funds are used by the County to charge
the costs of certain activities to individual funds. The
activities of the internal service funds are included in the
governmental activities in the statement of activities, net
of depreciation expenses which is included above. 2,267,043

Total governmental activities change in net assets in the
statement of activities - modified cash basis. (45,199)

See accompanying notes to financial statements.



ASSETS
Cash and investments
Accrued interest receivable
Land
Other capital assets, net of
accumulated depreciation
Debt issuance costs, net
of amortization

TOTAL ASSETS

LIABILITIES

Vouchers payable

Accrued interest payable

Other liabilities

Long-term liabilities
Due within one year
Due after one year

Claims payable

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets,
net of related debt
Unrestricted
Restricted for debt services

TOTAL NET ASSETS

See accompanying notes to financial statements.

LANCASTER COUNTY, NEBRASKA
STATEMENT OF NET ASSETS

PROPRIETARY FUNDS

JUNE 30, 2006

Internal Service Funds

Workers' Professional Total
Compensation  Liability Group Lancaster Internal
Loss Insurance  Insurance Leasing Service
Fund Fund Fund Corporation Funds
583,564 854,768 4,857,153 4,945,095 11,240,580
46,827 46,827
500,000 500,000
4,639,208 4,639,208
80,826 80,826
583,564 854,768 4,857,153 10,211,956 16,507,441
14,726 25,000 39,726
74,936 74,936
1,982 81,610 83,592
530,000 530,000
3,320,000 3,320,000
564,984 88,313 653,297
581,692 113,313 4,006,546 4,701,551
789,208 789,208
1,872 741,455 4,857,153 5,600,480
5,416,202 5,416,202
1,872 741,455 4,857,153 6,205,410 11,805,890




LANCASTER COUNTY, NEBRASKA
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN
NET ASSETS - MODIFIED CASH BASIS
PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2006

Internal Service Funds

OPERATING REVENUES
Charges for services

OPERATING EXPENSES
Employee services
Personnel services
Claims management

Total operating expenses
OPERATING INCOME (LOSS)

NONOPERATING REVENUES

(EXPENSES)
Investment income
Depreciation
Amortization
Debt service interest
Realized gain (loss) on

sale of investments
Unrealized gain (loss) on

sale of investments

Total nonoperating
revenues (expenses)

CHANGE IN NET ASSETS

NET ASSETS, beginning of year
PRIOR PERIOD ADJUSTMENT

NET ASSETS, end of year

Workers' Professional Total
Compensation  Liability Group Lancaster Internal
Loss Insurance Insurance Leasing Service
Fund Fund Fund Corporation Funds
754,778 84,746 11,268,807 178,203 12,286,534
372,626 244,693 8,183,886 8,801,205
78,339 78,339
44,652 27,295 996,002 130,195 1,198,144
495,617 271,988 9,179,888 130,195 10,077,688
259,161 (187,242) 2,088,919 48,008 2,208,846
8,825 16,617 209,841 235,283
(128,867) (128,867)
(10,103) (10,103)
(169,387) (169,387)
2,404 2,404
(96,528) (96,528)
8,825 16,617 (192,640) (167,198)
267,986 (170,625) 2,088,919 (144,632) 2,041,648
(266,114) 912,080 2,768,234 4,441,087 7,855,287
1,908,955 1,908,955
1,872 741,455 4,857,153 6,205,410 11,805,890

See accompanying notes to financial statements.
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LANCASTER COUNTY, NEBRASKA
STATEMENT OF NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2006

ASSETS
Cash and investments

TOTAL ASSETS

LIABILITIES
Due to others

TOTAL LIABILITIES

NET ASSETS
Held in trust for pension benefits and
other purposes

TOTAL NET ASSETS

See accompanying notes to financial statements.
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Pension
Trust Agency
Funds Funds
78,456,592 16,528,974
78,456,592 16,528,974
16,528,974
16,528,974
78,456,592
78,456,592




LANCASTER COUNTY NEBRASKA
STATEMENT OF CHANGES IN NET ASSETS - MODIFIED CASH BASIS
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2006

Pension
Trust
Fund
ADDITIONS
Member contributions 2,253,509
Employer contributions 3,380,263
Investment earnings 5,607,167
Total additions 11,240,939
DEDUCTIONS
Benefits 3,627,314
CHANGE IN NET ASSETS 7,613,625
NET ASSETS, beginning of year 70,842,967
NET ASSETS, end of year 78,456,592

See accompanying notes to financial statements.
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of the significant accounting policies of Lancaster County,
Nebraska (the County).

A. ORGANIZATION

The County is a governmental entity established under and governed by the laws of the
State of Nebraska. As a political subdivision of the State, the County is exempt from
state and federal income taxes.

B. REPORTING ENTITY

The County has also considered all potential component units for which it is financially
accountable and other organizations for which the nature and significance of their relation-
ship with the County are such that exclusion would cause the County's financial state-
ments to be misleading or incomplete. The Governmental Accounting Standards Board
(GASB) has set forth criteria to be considered in determining financial accountability.
These criteria include appointing a voting majority of the organization's governing body
and the ability of the County to impose its will on that organization to provide specific
financial benefits to, or impose specific financial burdens on the County. As required by
accounting principles generally accepted in the United States of America, these financial
statements present the County (the primary government) and its component unit. The
component unit is included in the County's reporting entity because of the significance of
their operational or financial relationships with the County. Complete financial statements
of the individual component unit that issues separate financial statements as noted below
can be obtained from their respective administrative office. The associated entity over
which the County is considered to be financially accountable is included in the County's
financial statements and is described below.

C. BLENDED COMPONENT UNIT

The component unit is a legally separate entity from the County, but is so intertwined with
the County that it is, in substance, the same as the County. It is reported as a part of the
County's Proprietary Fund as an internal service fund.

The Lancaster County Leasing Corporation (the Corporation) is a nonprofit corporation
that exists for the purpose of issuing bonds for the acquisition or construction of facilities,
which are in turn leased to the County. Lease payments by the County correspond to prin-
cipal and interest requirements on the bonds. Separate audited financial statements of the
Corporation are available at the County Clerk's Office, County/City Building, 555 South
10th Street, Lincoln, Nebraska 68508.
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. JOINT VENTURES
The County has entered into two (2) multi-governmental arrangements creating two (2)
entities that are governed by the representatives from each of the participating govern-
ments. These entities are considered to be joint ventures. The County does not have an
ongoing financial interest (equity interest); therefore, these joint ventures are not included

in the financial statements of the County.

Lincoln-Lancaster County Public Building Commission

In 1990, the City of Lincoln, Nebraska (City) and the County of Lancaster, pursuant to
State Statute, activated a separate governmental entity denominated as the Lincoln-Lan-
caster County Public Building Commission (Commission). The purpose of this joint
venture is to design, acquire, construct, maintain, operate, improve, remodel, remove
and reconstruct, so long as its corporate existence continues, public buildings, structures,
or facilities for use jointly by the City and the County. The City and the County each
appoint two members to the five-member Commission, with the fifth member being
appointed by the other four members. All property held or acquired by the Commission
is held or acquired in the name of the City and the County for use by the Commission in
its corporate capacity. The Commission's costs of operation and debt service are funded
through rental payments made by the City and the County based upon their proportion-
ate occupancy of such buildings to the extent not covered by a maximum property tax
levy of 1.7 cents for each $100 of actual valuation of taxable property in the County.
For the year ended June 30, 2006, the County made rental payments of $2,077,430 to the
Commission.

As of June 30, 2006, the Commission has bonds outstanding of $50,105,000 attributable
to several bond issues. Proceeds from the bonds have been utilized by the Commission
to acquire, construct, and/or renovate certain buildings occupied by the City and County.
The County's proportionate share of such buildings is recorded as capital assets net of
the related debt balance. Lease payments are not recorded as capital lease payments in

the Debt Service Funds but rather are recorded as current expenditures in the various in-
dividual funds.

Complete separate financial statements for the Commission may be obtained at the
Lincoln-Lancaster County Public Building Commission, 920 "O" Street, Room 203,
Lincoln, Nebraska 68508.

Lancaster County Fairgrounds Joint Public Agency

The Lancaster County Fairgrounds Joint Public Agency (the Agency) was established
to acquire land and construct capital improvements thereon for the establishment and
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. JOINT VENTURES (Continued)

Lancaster County Fairgrounds Joint Public Agency (Continued)

expansion of the Lancaster County Fairgrounds. The Agency is not accumulating sig-
nificant financial resources and is not experiencing fiscal stress that could cause an
additional financial benefit or burden in the County. The Board shall consist of five
representatives, of whom the Society shall appoint three and the County shall appoint
two. Complete audited financial statements for the Agency can be obtained from the
Lancaster County Agricultural Society, 4100 North 84th Street, Lincoln, Nebraska
68508.

E. BASIS OF PRESENTATION

Government-Wide Financial Statements

The government-wide financial statements (i.e., the statement of net assets and statement
of activities) report information on all the nonfiduciary activities of the primary govern-
ment and its component units. The statements distinguish between governmental and
business-type activities. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other nonexchange revenues. Business-type activities
are financed in whole or in part by fees charged to external parties for goods and services.
The County did not have any activities that met the definition of a business-type activity.
Likewise, the primary government is reported separately from certain legally separate
component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct disbursements of a
given function or segment are offset by program receipts. Direct disbursements are those
that are clearly identifiable with a specific function or segment. Program receipts include
1) charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment and 2) grants and contribu-
tions that are restricted to meeting the operational or capital requirements of a particular
function or segment. Taxes and other items not properly included among program reve-
nues are reported instead as general receipts.

Fund Financial Statements

Separate financial statements are provided for governmental funds and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds are reported as separate columns in the fund financial state-
ments as applicable.
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. BASIS OF PRESENTATION (Continued)

Fund Financial Statements (Continued)

Fund financial statements of the reporting entity are organized into funds, each of which
is considered to be a separate accounting entity. Each fund is accounted for by providing
a separate set of self-balancing accounts that constitutes its assets, liabilities, fund equity,
revenues, and expenditures/expenses. Funds are organized into two major categories:
governmental and proprietary. An emphasis is placed on major funds within the govern-
mental and proprietary categories. A fund is considered major if it is the primary operat-
ing fund of the County or meets the following criteria:

a. Total assets, liabilities, revenues, or expenditures/expenses of that individual gov-
ernmental or enterprise fund are at least 10 percent of the corresponding total for all
funds of that category or type, and

b. Total assets, liabilities, revenues, or expenditures/expenses of the individual gov-
ernmental fund or enterprise fund are at least 5 percent of the corresponding total
for all governmental and enterprise funds combined.

The funds of the financial reporting entity are described below:

Governmental Funds

General Fund
The General Fund is the primary operating fund of the County and always classified
as a major fund. It is used to account for all activities except those legally or admin-
istratively required to be accounted for in other funds.

Special Revenue Funds
Special Revenue Funds are used to account for proceeds of the specific revenue
sources (other than special assessments or major capital projects) that are legally
restricted to expenditures for specified purposes or designated to finance particular
functions or activities of the County. The reporting entity includes the following
special revenue funds; the first two funds meet the criteria to be reported as major
funds and the remaining are to be reported as nonmajor funds:

Fund Brief Description

Bridge and Special Road Fund The Bridge and Special Road Fund accounts
for local funds allocated for the construc-
tion of roads and bridges.
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. BASIS OF PRESENTATION (Continued)

Fund Financial Statements (Continued)

Governmental Funds (Continued)

Fund Brief Description

Lancaster Manor Fund The Lancaster Manor Fund is the operating
fund for the County Long-Term Care
Program funded largely with Medicaid

dollars.
Weed Control, County Property These funds account for revenues and
Management, Building Main- expenditures as stated in the fund name.

tenance, Visitor's Promotion,
Rural Library, Veterans' Aid,
Keno, Economic Development
Rural Enterprise, Highway Fund,
Grants Fund, Building Fund,
Families First, Mental Health
Center, and City Building
Maintenance

Debt Service Fund
The Debt Service Fund is used to record receipts and expenditures for bond principal
and interest payments. The General Fund is used to make interest and bond retire-
ment payments if the Debt Service Fund is not sufficient to meet these requirements.

Proprietary Funds

Funds that focus on the determination of operating income, changes in net assets (or
cost recovery), financial position, and cash flows. There are two different types of
proprietary funds: enterprise funds and internal service funds.

Internal Service Funds
These funds are used to account for the financing of goods or services provided by
one department or agency to other departments or agencies of the County or to
other governmental units on a cost-reimbursement basis.

Fiduciary Fund Types

Trust and Agency Funds
Trust and Agency Funds are used to account for assets held by the County in a trustee
capacity for other governmental units. These funds are custodial in nature (assets
equal liabilities) and do not involve measurement of results of operations.
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
F. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary funds.
Revenues are recorded when earned and expenses are recorded when a liability is in-
curred, regardless of timing of related cash flows. Property taxes are recognized as reve-
nues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recog-
nized as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose, the government considers revenues
to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual account-
ing. However, debt service expenditures, as well as expenditures related to compensated
absences and claims and judgments, are recorded only when payment is due.

Property taxes, sales taxes, franchise taxes, licenses, and interest associated with the cur-
rent fiscal period are all considered to be susceptible to accrual and so have been recog-
nized as revenues of the current fiscal period.

Operating income reported in proprietary fund financial statements includes revenues and
expenses related to the primary continuing operations of the fund. Principal operating
revenues for proprietary funds are charges to customers for sales or services. Principal
operating expenses are the costs of providing goods or services and include administrative
expenses and depreciation of capital assets. Other revenues and expenses are classified as
nonoperating in the financial statements.

G. CASH AND CASH EQUIVALENTS
For purposes of the statement of cash flows, cash equivalents are defined as short-term
investments, which are carried at cost and have an original maturity when purchased of
less than 90 days.

H. INVESTMENTS

Investments are stated at cost, except for investments in the Pension Trust Fund (annui-
ties, insurance contracts and mutual funds) which are carried at fair value.
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L

CAPITAL ASSETS

Capital assets are those assets which have been acquired for general government purposes.
Upon acquisition, such assets are recorded as expenditures in the appropriate government-
al fund type and capitalized at estimated fair value for buildings, historical cost or replace-
ment cost if actual cost is not available for equipment, or, in the case of contributed assets,
at estimated fair value at the time of the contribution to the County. The County's capitali-
zation threshold for equipment, buildings, and infrastructure is $5,000. Infrastructure assets
include roads, bridges, and culverts. Depreciation is calculated using the straight-line
method with a modified full month conversion. The estimated useful life ranges from 5 to
50 years.

COMPENSATED ABSENCE

It is the County's policy to permit employees to earn annual vacation and sick leave at vari-
ous rates during their periods of employment. In the event of termination, an employee is
reimbursed for accumulated vacation time up to a maximum carry over of 240 hours. Em-
ployees do not receive payment of unused sick leave upon termination of employment ex-
cept for retirement, death or if the employee has 15 years of service and has in excess of
1,000 hours of extended sick leave. Accrued vacation is expected to be used within one
year.

PROPERTY TAXES

Based on the valuation as of January 1, property taxes are levied by the County Board on
or before October 15 of each year for all political subdivisions in the County. Real estate
and personal property taxes are due December 31 of the year in which the property is
appraised. One-half of the taxes become delinquent April 1 and August 1 of the follow-
ing year.

The County collects its own property taxes and those of certain other taxing entities. Col-
lections of the taxes for others, pending distribution, are accounted for in agency funds.

Counties are permitted by the State Constitution to levy a tax up to $0.50 per $100 of
assessed valuation for general governmental services other than the payment of principal
and interest on bonded debt. They may levy taxes in addition to the $0.50 limitation
upon a vote of the people. The tax levy remained below the $0.50 limitation for 2006.

Also, $0.05 of the $0.50 limit may only be levied to provide services offered jointly with
another government under an interlocal agreement. The County may share $0.15 of its
levy authority with rural fire districts and other political subdivision no longer having any
levy authority.
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NOTE 1.

NOTE 2.

LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

K. PROPERTY TAXES (Continued)

Additionally, the legislature, as part of a property tax relief package, prohibited counties
from adopting a budget containing "restricted funds" which are greater than 2.5% of the
prior year budgeted restricted funds, plus the percentage change in valuation increase
attributable to new construction and additions to buildings in excess of 2.5%. Restricted
funds include property taxes, payments in-lieu-of taxes, and state aid less amounts budg-
eted for capital improvements and bonded indebtedness.

L. INTERFUND TRANSACTIONS

Following is a description of the types of interfund transactions made during the year and
the related accounting policies:

Transactions for Services Rendered or Facilities Provided (Quasi-External Transactions)

These transactions are recorded as revenue collected in the receiving fund and expenditures
paid in the disbursing fund. These transactions have been eliminated from the government-

wide financial statements.

Transactions to Reimburse a Fund for Expenditures Paid by it for a Specific Identifiable
Cost Applicable to the Reimbursing Fund

These transactions are recorded as expenditures paid in the disbursing fund and as expendi-

ture reimbursements in the receiving fund. These transactions have been eliminated from
the government-wide financial statements.

Qperating Transfers

These transactions include all other transactions not classified as quasi-external transactions

or reimbursements. The transfers between governmental and proprietary funds are netted
as part of the reconciliation to the government-wide financial statements.

DEPOSITS AND INVESTMENTS

In 2005, the County adopted the provisions of GASB Statement 40, Deposit and Investment
Risk Disclosure. This new standard revised the existing requirements regarding disclosure of
custodial credit risk and establishes requirements for disclosures regarding credit risk, concen-
tration of credit risk, interest rate risk, and foreign currency risk. Adoption of GASB 40 had
no effect on net assets and change in net assets in the prior or current year.
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 2. DEPOSITS AND INVESTMENTS (Continued)

Deposits

Custodial credit risk is the risk that in the event of a bank failure, a government's deposits
may not be returned to it. The County's deposit policy for custodial credit risk requires com-
pliance with the provisions of state law.

The Public Funds Deposit Security Act, State Statute Sections 77-2386 to 77-23,106, require
banks either to give bond or to pledge government securities (types of which are specifically
identified in the Statutes) to the County Treasurer in the amount of the County's deposits.
The Statutes allow pledged securities to be reduced by the amount of the deposit insured by
the Federal Deposit Insurance Corporation (FDIC).

The County has pooled the cash resources of the various funds for investment purposes. Each
fund's portion of total cash and investments is summarized by fund type on the combined
statement of assets and other debits, liabilities, fund equity and other credits - all fund types
and account groups. Interest earned on pooled funds, except for interest earned on the pension
trust, is credited to the County General Fund in accordance with Nebraska State Statute Sec-
tion 77-2315, R.R.S. 1943,

At June 30, 2006, the County's cash deposits or certificates of deposit, in excess of the
$100,000 FDIC limits, are covered by collateral held in a Federal Reserve pledge account or
by an agent for the County and thus no custodial risk exists.

Investments

For an investment, custodial credit risk is the risk that, in the event of the failure of the coun-
terparty, the County will not be able to recover the value of its investment securities that are
in the possession of an outside party. None of the underlying securities for the County's in-
vestments at June 30, 2006 are subject to custodial credit risk, as they are held in an account
in the County's name, and by an agent who is not the counterparty to the investment transac-
tions.

Nebraska State Statute Section 77-2315 authorizes the County Treasurer with the consent of
the County Board to invest in United States Government bonds, bonds and debentures issued
either singly or collectively by any of the twelve federal land banks, the twelve intermediate
credit banks or the thirteen banks for cooperatives under the supervision of the Farm Credit
Administration, United States Treasury notes, bills or certificates of indebtedness maturing
within two years from the date of purchase or in certificates of deposit.
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NOTE 2. DEPOSITS AND INVESTMENTS (Continued)
Investments (Continued)

As of June 30, 2006, the County had the following investments:

Weighted
Average
Fair Maturity
Investment Type Value  (Years)
U.S. Sponsored Agencies 17,926,555  0.31
Money Markets 10,566,094
External Investments (NPAIT) 543.930
Total fair value 29,036,579
Portfolio Weighted Average Maturity 0.19

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of
an investment. In accordance with State law and its investment policy, the County manages
its exposure to declines in fair values by changes in interest rates by limiting all investments
to maturities of two years or less. The current weighted average maturity of the County's in-
vestment portfolio is less than three months.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. County policy addresses credit risk by requiring ownership in federal securities
for all investments greater that the $100,000 FDIC insured amount. The external investment
funds are comprised of Nebraska Public Agency Trust (NPAIT) and Short-Term Federal In-
vestment Trust (STFIT). NPAIT and STFIT invest in only the highest quality securities, in-
cluding U.S. Government sponsored agencies, and guaranteed student loans.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's
investment in a single issuer. The County's investment policy places no limits on the amount
the County may invest in any one user. Concentration of risk is not an issue since all invest-
ments are covered by issuer's assets held in the name of Lancaster County.

Investments in Employees' Retirement System

Investments in the employees' retirement system are carried at fair value. At June 30, 2006,
the balances of investments in the employees' retirement system were $78,456,592. The in-
vestments consist of mutual funds and similar pooled arrangements and, therefore, are not
categorized as to credit risk.
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NOTE 3. LEASES

Capital Leases

The County has entered into several lease agreements for equipment and vehicle purchases
with unrelated parties at interest rates ranging from 3.15% to 3.65%. Assets under capital
leases totaled $404,975.

The following is a schedule of future minimum lease payments, which will be paid by the
General Fund, under capital leases, together with the net present value of the minimum lease
payments as of June 30, 2006.

Year Ending

June 30,
2007 63,032
2008 40,520
2009 28,391
2010 16,263
- 2011 16,263
2012 16,263
Total minimum lease payments 180,732

Less amounting representing interest (13.078)

Present value of minimum lease payments 167,654

Operating Leases

The County has an operating lease for space at the minimum-security corrections facility with
unrelated parties. Future minimum lease payments due under this operating lease as of June 30,
2006 are as follows:

Year Ending

June 30,
2007 69,552
2008 69,552
2009 69,552
2010 69,552
2011 70,131
2012 -2016 376,125

724,464
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NOTE 3. LEASES (Continued)
Rent expense for these operating leases for the year ended June 30, 2006 was $63,755. Com-
munity Mental Health Center (a special revenue fund of the County) maintains month-to-month
operating leases for various apartments used to house the mentally ill, as well as office space

used for operations. Lease expenditures paid were approximately $75,320 for the year ended
June 30, 2006.

NOTE 4. LONG-TERM DEBT
The following is a list of outstanding general and tax-supported bonds by issue date:

Outstanding

Scheduled Interest Amount at
Issue Retirement Date Rate Originally June 30,
Date Date Callable Range Issued 2006
10-30-98 7-15-12 10-30-03 3.25-4.50 7,415,000 3,850,000
06-30-04 11-01-14 1.65-4.00 4,640,000 4,110,000

12,055,000 7,960,000

The annual requirements to pay principal and interest on outstanding general and tax-supported
bonds are shown below:

Year Ending
June 30, Principal Interest Total
2007 1,110,000 282,457 1,392,457
2008 1,135,000 247,008 1,382,008
2009 1,180,000 207,670 1,387,670
2010 1,205,000 164,752 1,369,752
2011 940,000 123,900 1,063,900
2012 - 2015 2.390,000 157,259 2,457,259

7,960,000 1,183,046 9,143,046

The changes in long-term debt are shown below:

June 30, June 30,
2005 Increases  Decreases 2006
General obligation bonds 8,995,000 1,035,000 7,960,000
Capital leases payable (Note 3) 145,065 100,550 77.960 167,655

9,140,065 100,550 1,112,960 8,127,655
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NOTE 6.
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CAPITAL ASSETS

Fixed Assets

The following is a summary of the changes in capital assets as of June 30, 2006:

June 30, June 30,
2005 Additions Deletions 2006

Land 6,330,178 304,391 6,634,569
Land improvements 1,615,677 1,615,677
Building 55,341,352 1,551,662 752,042 56,140,972
Machinery and equipment 6,481,210 710,422 104,139 7,087,493
Licensed vehicles 8,931,399 687,973 775,911 8,843,461
Construction in progress 943,368 411,991 458,697 896,662
Infrastructure 55,808,297 746,242 244,246 56,310.293

135.451,481 4.412.681 2,335,035 137,529.127
Accumulated Depreciation
Land improvements 719,959 72,237 792,196
Building 15,199,310 1,442,447 3,761 16,637,996
Machinery and equipment 3,605,150 411,325 88,910 3,927,565
Licensed vehicles 6,889,994 598,739 766,559 6,722,174
Infrastructure 19,765,738 1,189,776 158,082 20,797.432

46,180,151 3,714,524 1,017,312 _48.877.363

Property, plant and equipment, net

of accumulated depreciation 89,271,330

EMPLOYEES' RETIREMENT SYSTEM

88,651,764

The County board has adopted the provisions of Section 23-1118, R.R.S. 1943, a Nebraska
State Statute, which provides any county have a population of more than 100,000 inhabitants,
the authority to provide retirement benefits to its employees and to establish a fully funded,
single-employer, defined contribution retirement plan, the Lancaster County Nebraska Em-
ployees' Retirement Plan (the Plan).

The Plan automatically covers substantially all regular employees who have attained age 25
and completed one year of continuous service. Upon attaining age 21 and after completing
six months of continuous service, employees may voluntarily enter the Plan. The employee
has the choice of whether or not to participate in the Plan if the employee has attained the age
55 prior to the date of employment. The County is required to contribute 150% of each par-
ticipant's mandatory contribution. The participant's mandatory contribution is 5.2% of the
participant's salary. The combined contributions cannot exceed 13 percent of earned income.

Several different payment options, based upon the full accumulated value of participant con-
tributions and the vested portion of employer contributions, are available to the participant
upon death, disability, normal retirement at age 60, or early retirement at age 55 with ten con-
secutive years of participation in the Plan.
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EMPLOYEES' RETIREMENT SYSTEM (Continued)

The employee and employer contributions are maintained in separate accounts. The employee
account is always fully vested. The employer account vests at 20 percent per year for years
three through seven in the Plan. For the year ended June 30, 2006, employees contributed
$2,283,503 and the County contributed $3,380,269 to the Plan.

RISK MANAGEMENT

The County is exposed to various risks of loss related to torts; theft of, damage to, or destruc-
tion of assets; errors or omissions; injuries to employees, and natural disasters. These risks of
loss are covered by various commercial insurance policies (with various deductibles) with the
exception of workers' compensation and general liability. The County has established Work-
ers' Compensation Loss and Self-Insurance Funds (internal service funds) to account for and
finance a portion of its uninsured risks of loss. The County is self-insured up to $600,000 per
occurrence for workers' compensation risks and up to $250,000 per occurrence for general
liability risks. The self-insurance programs are administered by the Workers' Compensation
and Risk Management Manager. Settled claims have not exceeded commercial coverage in
any of the last three years. Commercial insurance covers the excess of the self-insured amount
to a maximum of $1,000,000 for employers' liability, current statutory limits of $2,000,000 for
workers' compensation and $5,000,000 for general liability.

The County utilizes the services of an actuary to prepare an analysis of the self-insured work-
ers' compensation and general liability risks. The analysis is used to assist the County with its
financial planning, budgeting and management of the self-insurance programs. The programs
are funded on a cash basis with annual premiums charged to all governmental fund types, ex-
cept Lancaster Manor Fund, based on past experience of incurred losses and remitted to the
Workers' Compensation Loss and Self-Insurance Internal Service Funds.

The estimated liability for claims of $564,984 reported in the Workers' Compensation Loss
Fund and $88,314 in the General Liability Self-Insurance Fund at June 30, 2006 are based on
the requirements of GASB Statement No. 10. This statement requires that a liability for
claims be reported if information prior to the issuance of the financial statements indicates that
it is probable that a liability has been incurred at the date of the financial statements and the
amount of the loss can be reasonably estimated. The County has not purchased annuity con-
tracts from commercial insurers to satisfy certain liabilities under workers' compensation or
general liability claims. The change in the estimated liability for claims is as follows for the
year ended June 30, 2006:

General Workers'

Liability Compensation Total

Beginning balance 114,799 601,227 716,026
Current year claims and changes in estimates 10,037 122,009 132,046
Claims payment 36,522 158,252 194,774
Ending balance 88.314 564,984 653,298
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COMMITMENTS AND CONTINGENT LIABILITIES

Federal Financial Assistance

The County participates in a number of federally assisted grant programs. Compliance with
the grants is subject to audit by various government agencies which may impose sanctions in
the event of noncompliance. Management believes that they have complied with all aspects
of the various grant provisions and the results of adjustments, if any, relating to such audits
would be immaterial to the accompanying combined financial statements.

Other

Several claims were filed against the County relating to several wrongful death suits, injuries,
and medical expenses. In management's opinion, it is premature at this time to determine the
likelihood of an unfavorable outcome or the range of potential loss of these claims.

The Lancaster Manor (a special revenue fund of the County) is not part of the Risk Manage-
ment Workers' Compensation Fund and pays its claims on a cash basis; thus, no liability has
been recorded in the combined statement of assets and other debits, liabilities, fund equity and
other credits in the special revenue fund. The amount estimated by the County for Lancaster
Manor for pending or threatened litigation for which an unfavorable outcome is reasonably
possible is approximately $336,452. The County has not set aside funds to cover this esti-
mated liability and will pay when and if the claims come due.

POSTEMPLOYMENT BENEFITS

The postemployment health program was established in September 1998 to enable Lancaster
County to set aside monies for employees, based upon employee group, to use for qualified
medical expenses after termination. The money is paid to an account in the employee's name
on a "pay as you go" basis. The employee accounts are administered by Nationwide Invest-
ment Corporation.

After six months of employment with the County, employees in four of the six employee
groups are automatically enrolled in the program at no cost to the employee. The qualifica-
tion for this program is listed under the Internal Revenue Code 501(c)(9). All contributions
and expenditures are outlined in the Trust Agreement and Participation Agreement and may
change from time to time to comply with the changes in the Trust Agreement or Tax Code.

The total cost for the postemployment health program for fiscal year 2006 was $3,380,263.
CHANGE IN ACCOUNTING PRINCIPLES

Adjustments resulting from a change to comply with GASB Statement No. 34 or a change in
accounting principles are treated as adjustments to prior periods. Accordingly, the County
reports these changes as restatements of beginning fund balances, fund equity, or net assets,
as appropriate.
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CONDUIT DEBT

Hospital Authority No. 1 - Bryan LGH

Lancaster County has issued Revenue Refinancing Bonds for $35,750,000 to refinance the
Series 1988 bonds. Neither Lancaster County nor any political subdivision thereof is obli-
gated in any manner for repayment of the bonds. Accordingly, the bonds are not reported as
liabilities in the accompanying financial statements. As of June 30, 2006, the aggregate prin-
cipal amount payable was $17,470,000.

Hospital Authority No. 1 - Lincoln Medical Education Foundation, Inc.

Lancaster County has issued Industrial Development Revenue Bonds for $4,250,000 to finance
a portion of the costs of the acquisition, construction, equipping and installing healthcare and
related facilities. Neither Lancaster County nor any political subdivision thereof is obligated in
any manner for repayment of the bonds. Accordingly, the bonds are not reported as liabilities
in the accompanying financial statements. As of June 30, 2006, the aggregate principal amount
payable was $1,650,000.

Hospital Authority No. 1 - Lincoln/Lancaster Drug Projects

Lancaster County has issued Industrial Development Revenue Bonds for $1,515,000 to acquire
and renovate a facility to be occupied by Centerpointe, a substance abuse center. Neither Lan-

caster County nor any political subdivision thereof is obligated in any manner for repayment of
the bonds. Accordingly, the bonds are not reported as liabilities in the accompanying financial

statements. As of June 30, 2006, the aggregate principal amount payable was $1,290,000.

Hospital Authority No. 1 - Bryan LGH

Lancaster County has issued Industrial Development Revenue Bonds for $33,980,000 to pay
for the cost of constructing, acquiring, equipping and furnishing certain capital improvements
to the hospital's facilities. Neither Lancaster County nor any political subdivision thereof is
obligated in any manner for repayment of the bonds. Accordingly, the bonds are not reported
as liabilities in the accompanying financial statements. As of June 30, 2006, the aggregate
principal amount payable was $24,440,000.

Hospital Authority No. 1 - Dialysis Center (Series 2000)

Lancaster County has issued Industrial Development Revenue Bonds for $950,000 to provide
for payment of principal and interest on the 1996 bonds and to pay a portion of the costs of
acquiring equipment and furnishing for a 12 station hemodialysis facility located at 4911
North 26th Street, Lincoln, Nebraska. Neither Lancaster County nor any political subdivision
thereof is obligated in any manner for repayment of the bonds. Accordingly, the bonds are
not reported as liabilities in the accompanying financial statements. As of June 30, 2006, the
aggregate principal amount payable was $490,000.
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 11. CONDUIT DEBT (Continued)

Hospital Authority No. 1 - Eastmont Towers Project (Series 2004)

Lancaster County has issued Industrial Development Revenue and Refunding Bonds not to
exceed $4,255,000 to refund the Series 1999 Revenue Bonds (Eastmont Towers Project) both
the project and facilities located at 6315 "O" Street, Lincoln, Nebraska. Neither Lancaster
County nor any political subdivision thereof is obligated in any manner for repayment of the
bonds. Accordingly, the bonds are not reported as liabilities in the accompanying financial
statements. As of June 30, 2006, the aggregate principal amount payable was $4,110,000.

Hospital Authority No. 1 - Immanuel Retirement Communities (Series 2000A)

Lancaster County has issued Variable Rate Health Facility Revenue Bonds for $37,000,000 to
finance the cost of purchasing, constructing, acquiring and improving a healthcare and residen-
tial facility for the elderly owned by Immanuel Retirement Communities. Neither Lancaster
County nor any political subdivision thereof is obligated in any manner for repayment of the
bonds. Accordingly, the bonds are not reported as liabilities in the accompanying financial
statements. As of June 30, 2006, the aggregate principal amount payable was $33,925,000.

Hospital Authority - Bryan LGH (Series 2001 A)

Lancaster County has issued Hospital Revenue Bonds for $78,380,000 to be used for the
Bryan LGH Medical Center Project. Neither Lancaster County nor any political subdivision
thereof is obligated in any manner for repayment of the bonds. Accordingly, the bonds are not
reported as liabilities in the accompanying financial statements. As of June 30, 2006, the
aggregate principal amount payable was $76,965,000.

Hospital Authority - Development Services of Nebraska (Series 2001)

Lancaster County has issued Industrial Development Revenue Bonds for $1,400,000 to finance
healthcare facilities to be located at 8125 Joshua Drive, 1720 Timber Ridge Road and 5001
North 57th Street. Neither Lancaster County nor any political subdivision thereof is obligated
in any manner for repayment of the bonds. Accordingly, the bonds are not reported as liabili-
ties in the accompanying financial statements. As of June 30, 2006, the aggregate principal
amount payable was $1,061,674.

Hospital Authority No. 1 - Community Blood Bank/Lancaster County Medical Society
(Series 2001)

Lancaster County has issued Revenue Bonds for 2,500,000 for the Community Blood Bank of
Lancaster County Medical Society Project, the medical services facilities to be located at 100
North 84th Street. Neither Lancaster County nor any political subdivision thereof is obligated
in any manner for repayment of the bonds. Accordingly, the bonds are not reported as liabili-
ties in the accompanying financial statements. As of June 30, 2006, the aggregate principal
amount payable was $1,475,000.
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

NOTE 11. CONDUIT DEBT (Continued)

Tabitha, Inc. (Series 2001)

Lancaster County has issued Industrial Development Revenue Bonds for $1,389,000 to be
used for the acquisition, construction and equipping of improvements and additions to health-
care facilities owned and operated by Tabitha, Inc. Neither Lancaster County nor any political
subdivision thereof is obligated in any manner for repayment of the bonds. Accordingly, the
bonds are not reported as liabilities in the accompanying financial statements. As of June 30,
2006, the aggregate principal amount payable was $936,117.

Plastic Companies Enterprises Inc. (Series 2002)

Lancaster County has issued Industrial Development Revenue Bonds not to exceed $1,300,000
to defray all or a portion of the cost of acquiring and installing certain equipment for the mold-
ing of plastics and related necessary and appropriate equipment and facilities located in Lancas-
ter County, Nebraska and operated by Plastic Companies Enterprises, Inc., a Texas corporation
and its wholly-owned subsidiaries, Geist Manufacturing Corp. and Heinke Technology, Inc.
Neither Lancaster County nor any political subdivision thereof is obligated in any manner for
repayment of the bonds. Accordingly, the bonds are not reported as liabilities in the accompa-
nying financial statements. As of June 30, 2006, the aggregate principal amount payable was
$658,730.

Hospital Authority No. 1 - Tabitha, Inc. Project (Series 2003)

Lancaster County has issued Industrial Development Revenue Bonds, not to exceed
$4,000,000, to acquire, construct and equip improvements and additions to health care facili-
ties owned and operated by Tabitha, Inc. for facilities located at 4720 Randolph Street in Lin-
coln, Nebraska. Neither Lancaster County nor any political subdivision thereof is obligated
in any manner for repayment of the bonds. Accordingly, the bonds are not reported as liabili-
ties in the accompanying financial statements. As of June 30, 2006, the aggregate principal
amount payable was $2,945,147.

Hospital Authority No. 1 - Madonna Rehabilitation Project (Series 2003 A, B & C)

Lancaster County has issued Industrial Development Revenue and Refunding Bonds, not to
exceed $10,000,000, for the purpose of providing financing for the acquisition and installa-
tion of equipment and related remodeling for use by Madonna at its rehabilitation facilities.
Neither Lancaster County nor any political subdivision thereof is obligated in any manner for
repayment of the bonds. Accordingly, the bonds are not reported as liabilities in the accom-
panying financial statements. As of June 30, 2006, the aggregate principal amount payable
was $7,045,000.
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NOTES TO FINANCIAL STATEMENTS

NOTE 11. CONDUIT DEBT (Continued)

Hospital Authority No. 1 - Bryan LGH Medical Center Project (Series 2002)

Lancaster County has issued Industrial Development Revenue Bonds not to exceed
$45,000,000 for the benefit of Bryan LGH Medical Center, the general functional description
of the type and use of the project being the acquisition and installation of equipment and re-
lated remodeling for use by Bryan LGH at its acute care hospital facilities. Neither Lancaster
County nor any political subdivision thereof is obligated in any manner for repayment of the
bonds. Accordingly, the bonds are not reported as liabilities in the accompanying financial
statements. As of June 30, 2006, the aggregate principal amount payable was $36,940,000.

Hospital Authority No. 1 - Grand Lodge Project (Series 2003)

Lancaster County has issued Industrial Development Revenue Bonds for $9,700,000 for the
Grand Lodge Project, Grand Lodge Retirement Community, Inc., an ancillary care facility.
Neither Lancaster County nor any political subdivision thereof is obligated in any manner for
repayment of the bonds. Accordingly, the bonds are not reported as liabilities in the accom-
panying financial statements. As of June 30, 2006, the aggregate principal amount payable
was $9,390,561.

Hospital Authority No. 1 - Bryan LGH (Series 1996)

Lancaster County has issued Industrial Development Revenue Bonds for $34,725,000 to
finance a portion of the acquisition expenses by Bryan LGH of certain assets of Lincoln Gen-
eral Hospital, to pay for routine capital expenditures of Lincoln General Hospital, to pay the
premium on the bond insurance policy and to pay certain costs incurred in connection with the
issuance of the 1997B bonds. Neither Lancaster County nor any political subdivision thereof
is obligated in any manner for repayment of the bonds. Accordingly, the bonds are not
reported as liabilities in the accompanying financial statements. As of June 30, 2006, the
aggregate principal amount payable was $34,725,000.

Lincoln Action Program (Series 1999)

Lancaster County has issued Industrial Development Revenue Bonds for $2,500,000 to finance
the construction of the new facility for lease to the Lincoln Action Program. Neither Lancaster
County nor any political subdivision thereof is obligated in any manner for repayment of the
bonds. Accordingly, the bonds are not reported as liabilities in the accompanying financial
statements. As of June 30, 2006, the aggregate principal amount payable was $2,260,000.
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LANCASTER COUNTY, NEBRASKA
NOTES TO FINANCIAL STATEMENTS

CONDUIT DEBT (Continued)

Goodwill Industries (Series 1999)

Lancaster County has issued Industrial Development Revenue Bonds for $500,000 to acquire
and construct an industrial warehouse facility and remodel office space and related improve-
ments. Neither Lancaster County nor any political subdivision thereof is obligated in any
manner for repayment of the bonds. Accordingly, the bonds are not reported as liabilities in
the accompanying financial statements. As of June 30, 2006, the aggregate principal amount
payable was $315,144.

Garner Industries (Series 2000 A and B)

Lancaster County has issued Industrial Development Revenue Bonds for $6,500,000 for the
acquisition, construction, installation and completion of land and depreciable property for a
manufacturing project for Garner Industries, Inc. Neither Lancaster County nor any political
subdivision thereof is obligated in any manner for repayment of the bonds. Accordingly, the
bonds are not reported as liabilities in the accompanying financial statements. As of June 30,
2006, the aggregate principal amount payable was $5,200,000.

Hospital Authority No. 1 - Child Guidance Project (Series 2003)

Lancaster County has issued Industrial Development Revenue and Refunding Bonds not to
exceed $1,300,000 for the purpose of providing financing for the Lincoln/Lancaster County
Child Guidance Center, Inc. Project. Neither Lancaster County nor any political subdivision
thereof is obligated in any manner for repayment of the bonds. Accordingly, the bonds are
not reported as liabilities in the accompanying financial statements. As of June 30, 2006, the
aggregate principal amount payable was $883,413.

Hospital Authority No. 1 - Cornhusker Place Project (Series 2003)

Lancaster County has issued Industrial Development Revenue and Refunding Bonds not to
exceed $2,200,000 to refinance existing debt and to make improvements to the facility lo-
cated at 721 "K" Street, Lincoln, Nebraska. Neither Lancaster County nor any political sub-
division thereof is obligated in any manner for repayment of the bonds. Accordingly, the
bonds are not reported as liabilities in the accompanying financial statements. As of June 30,
2006, the aggregate principal amount payable was $1,430,664,

Hospital Authority No. 1 - CenterPointe Project (Series 2004)

Lancaster County has issued Industrial Development Revenue and Refunding Bonds not to
exceed $2,300,000 to finance the cost of acquiring certain real property and paying the costs
of construction, installation, equipping and furnishing a building on such real property for the
CenterPointe project. Neither Lancaster County nor any political subdivision thereof is obli-
gated in any manner for repayment of the bonds. Accordingly, the bonds are not reported as
liabilities in the accompanying financial statements. As of June 30, 2006, the aggregate prin-
cipal amount payable was $2,265,677.
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NOTES TO FINANCIAL STATEMENTS

NOTE 11. CONDUIT DEBT (Continued)
Hospital Authority No. 1 - Madonna Rehabilitation Project (Series 2004)

Lancaster County has issued Industrial Development Revenue and Refunding bonds not to
exceed $9,000,000 to finance the acquisition, construction, equipping and furnishing of a
clinically integrated health center facility between 53rd and 54th and Pine Lake Road in Lin-
coln, Nebraska. Neither Lancaster County nor any political subdivision thereof is obligated
in any manner for repayment of the bonds. Accordingly, the bonds are not reported as liabili-
ties in the accompanying financial statements. As of June 30, 2006, the aggregate principal
amount payable was $8,326,018.

Hospital Authority No. 1 - Cornhusker Place (Series 2005)

Lancaster County has issued Industrial Development Revenue and Refunding bonds not to ex-
ceed $450,000 to finance the extension of the bonds issued to refinance existing debt and to
make improvements to the facility located at 721 "K" Street, Lincoln, Nebraska. Neither Lan-
caster County nor any political subdivision thereof is obligated in any manner for repayment
of the bonds. Accordingly, the bonds are not reported as liabilities in the accompanying finan-
cial statements. As of June 30, 2006, the aggregate principal amount payable was $375,365.

Hospital Authority No. 1 - Clark Jeary Home Project (2003)

Lancaster County has issued Industrial Development Revenue and Refunding Bonds, not to
exceed $7,000,000 to finance a portion of the costs of acquiring, construction, equipping and
furnishing an assisted living facility owned and operated by Clark Jeary at 8401 South 33rd
Street, Lincoln, Nebraska. Neither Lancaster County nor any political subdivision thereof is
obligated in any manner for repayment of the bonds. Accordingly, the bonds are not reported
as liabilities in the accompanying financial statements. As of June 30, 2006, the aggregate
principal amount payable was $7,000,000.

Hospital Authority No 1 - Eastmont Towers (2006)

Lancaster County has issued Industrial Development Revenue and Refunding Bonds, not to
exceed $2,800,000 to enable the Authority to finance renovations and additions to the facili-
ties of Christian Retirement Homes aka Eastmont Towers, and to reimburse CRH for costs
previously incurred for such activities. Neither Lancaster County nor any political subdivi-
sion thereof is obligated in any manner for repayment of the bonds. Accordingly, the bonds
are not reported as liabilities in the accompanying financial statements. As of June 30, 2006,
the aggregate principal amount payable was $2,755,000. '

Hospital Authority No 1 - St. Monica's Home (Series 2006)

Lancaster County has issued Industrial Development Revenue and Refunding Bonds, not to
exceed $2,8000,000 to finance or refinance the costs of acquiring, renovating, remodeling,
equipping and furnishing certain healthcare facilities to be owned and operated by St.
Monica's Home located at 120 Wedgewood Drive, Lincoln, Nebraska. Neither Lancaster
County nor any political subdivision thereof is obligated in any manner for repayment of the
bonds. Accordingly, the bonds are not reported as liabilities in the accompanying financial
statements. As of June 30, 2006, the aggregate principal amount payable was $1,778,621.
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LANCASTER COUNTY, NEBRASKA
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2006

RECEIPTS

Taxes

License, fees and rental income
Interest on investments
Intergovernmental

Other receipts

Total receipts

DISBURSEMENTS
Governmental activities
General Government

Public Safety - Law Enforcement

Public Safety - Judicial
Public Works
Public Health and Human Services

Total disbursements

EXCESS (DEFICIENCY) OF RECEIPTS
OVER DISBURSEMENTS

OTHER FINANCING SOURCES (USES)
Operating transfers in
Operating transfers out

Total other financing sources (uses)

NET CHANGE IN FUND BALANCE
ENCUMBRANCE CREDIT LAPSE
NECESSARY CASH RESERVE

FUND BALANCE, beginning of year

FUND BALANCE, end of year

Variance
Actual with Final
- Amounts Budget
Budgeted Amounts (Budgetary  Positive
Original Final Amounts)  (Negative)
48,773,953 48,773,953 48,281,451 (492,502)
13,517,063 13,517,063 15,089,848 1,572,785
1,100,400 1,100,400 2,000,418 900,018
4,595,498 4,595,498 5,341,615 746,117
450,470 450,470 318,859  (131,611)
68,437,384 68,437,384 71,032,191 2,594,807
15,383,106 14,039,963 12,570,107 1,469,856
24,536,186 25,571,478 25,015,414 556,064
16,437,526 16,687,727 16,323,019 364,708
3,210,547 3,210,547 3,079,218 131,329
9,711,297 9,768,947 9,596,638 172,309
69,278,662 69,278,662 66,584,396 2,694,266
(841,278)  (841,278) 4,447,795 5,289,073
84,832 84,832 442,145 357,313
(5,585,120) (5,585,120) (5,574,046) 11,074
(5,500,288) (5,500,288) (5,131,901) 368,387
(6,341,566) (6,341,566)  (684,106) 5,657,460
3,073 3,073
4,190,000
10,531,566 10,531,566 10,531,566
4,190,000 4,190,000 9,850,533 9,850,533
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LANCASTER COUNTY, NEBRASKA
BUDGETARY COMPARISON SCHEDULE
BRIDGE AND SPECIAL ROAD FUND
FOR THE YEAR ENDED JUNE 30, 2006

RECEIPTS
Taxes
License, fees and rental income
Interest on investments
Intergovernmental
Other receipts

Total receipts

DISBURSEMENTS
Governmental activities
Public Works

EXCESS (DEFICIENCY) OF RECEIPTS
OVER DISBURSEMENTS

OTHER FINANCING SOURCES (USES)
Operating transfers in

NET CHANGE IN FUND BALANCE
ENCUMBRANCE CREDIT LAPSE
NECESSARY CASH RESERVE

FUND BALANCE, beginning of year

FUND BALANCE, end of year

Variance
Actual with Final

Amounts Budget

Budgeted Amounts (Budgetary Positive
Original Final Amounts) (Negative)
1,698 1,698
480,000 480,000 799,587 319,587
15,000 15,000 30,899 15,899
69,813 69,813
20,000 20,000 30,752 10,752
515,000 515,000 932,749 417,749
5,921,652 5,977,953 5,383,247 594,706
(5,406,652) (5,462,953) (4,450,498) 1,012,455
4,767,547 4,767,547 4,815,742 48,195
(639,105)  (695,406) 365,244 1,060,650
260,857 260,857
243,699

939,105 939,105 939,105

300,000 243,699 1,565,206 1,565,206
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RECEIPTS
Taxes

License, fees and rental income
Other receipts

Total receipts

DISBURSEMENTS
Governmental activities
Public Health and Human Services

EXCESS (DEFICIENCY) OF RECEIPTS
OVER DISBURSEMENTS

OTHER FINANCING SOURCES (USES)
Operating transfers in

NET CHANGE IN FUND BALANCE
NECESSARY CASH RESERVE
FUND BALANCE, beginning of year

FUND BALANCE, end of year

LANCASTER COUNTY, NEBRASKA
BUDGETARY COMPARISON SCHEDULE
LANCASTER MANOR FUND
FOR THE YEAR ENDED JUNE 30, 2006

Variance
Actual with Final
Amounts Budget
Budgeted Amounts (Budgetary  Positive
Original Final Amounts) (Negative)
136 136
16,083,968 16,083,968 16,172,019 88,051
42,335 42,335
16,083,968 16,083,968 16,214,490 130,522
16,808,889 16,808,889 16,512,846 296,043
(724,921)  (724,921).  (298,356) 426,565
5,000 5,000
(724,921)  (724,921)  (293,356) 431,565
250,000

974,921 974,921 974,921
250,000 250,000 681,565 681,565
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NOTE 1.

LANCASTER COUNTY, NEBRASKA
NOTES TO REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULES

Basis of Accounting

The accompanying budgetary comparison schedules are presented on the cash basis of account-
ing. This basis is consistent with the basis of accounting used in preparing the fund financial
statements. All unexpended appropriations lapse at the end of the budget year. However, some
appropriations may be encumbered at year end and disbursed in the following year due to the
nature of the project.

Budgets and Budgetary Accounting

The County follows these procedures in establishing the budgetary data reflected in the sup-
plemental information in accordance with the statutory requirements of the Nebraska Budget
Act:

On or before August 1, the County Board of Commissioners prepares and transmits a
budget for each County fund showing the projected requirements, outstanding warrants,
operating reserve, cash on hand at the close of the preceding fiscal year, projected revenue
collected from sources other than property tax and amount to be raised by property taxa-
tion. The budget is prepared on the cash receipts and disbursements basis of accounting.
Encumbrances are also reflected as expenditures for budgetary purposes.

At least one public hearing must be held by the County Board.

On or before September 20, the County Board of Commissioners, after the action of the
State Board of Equalization and Assessment has been certified to the County Clerk, the
budget, as revised, is adopted and the amounts provided therein are appropriated.

The County Board is authorized to transfer budgeted amounts between departments within
any fund through resolution; however, revisions that alter the total expenditures of any
fund require that an additional public hearing be held.

Budget Law

The County is required by state law to hold public hearings and adopt annual budgets for all
funds on the cash basis of accounting. Total expenditures for each fund may not exceed the
total budgeted expenditures. Any revisions to the adopted budget of total expenditures to any
fund require a public hearing.
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LANCASTER COUNTY, NEBRASKA
COUNTY CLERK
STATEMENT OF ACCOUNTABILITY
FOR THE YEAR ENDED JUNE 30, 2006

BALANCE ON HAND, beginning of year

COLLECTIONS
Recording and miscellaneous fees
Marriage license fees
Liquor licenses

Total collections

CREDITS
Paid to County Treasurer
Recording and miscellaneous fees
Marriage license fees
Liquor licenses

Total credits

BALANCE ON HAND, end of year

45

30

11,215
31,740

7,775
50,730



LANCASTER COUNTY, NEBRASKA
REGISTER OF DEEDS
STATEMENT OF ACCOUNTABILITY
FOR THE YEAR ENDED JUNE 30, 2006

BALANCE ON HAND, beginning of year

RECEIPTS
Documentary Stamp tax
Recording fees
Interest on checking account

Total receipts

DISBURSEMENTS
Paid to County Treasurer
Documentary Stamp tax
Recording fees
Nonfiling fee
Paid to state
Documentary Stamp tax

Total disbursements

BALANCE ON HAND, end of year

SUMMARY OF BALANCE ON HAND, end of year
Cash on hand

46

223,127

3,227,978
1,383,392
7,234

4,618,604

721,727
1,396,932
7,302

2,449,446
4,575,407

266,324

266,324



LANCASTER COUNTY, NEBRASKA
CLERK OF THE DISTRICT COURT
STATEMENT OF ACCOUNTABILITY
FOR THE YEAR ENDED JUNE 30, 2006

BALANCE ON HAND, beginning of year

RECEIPTS, TRUST FUNDS (including alimony,
child support and fees)

DISBURSEMENTS, TRUST FUNDS (including
alimony, child support and fees)

BALANCE ON HAND, end of year

SUMMARY OF BALANCE ON HAND, end of year
Cash on hand
Cash in bank
Cash in investments

Total balance on hand

47

1,954,049

7,663,983

8,042,593

1,575,439

300
1,517,508

57,631

1,575,439






