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Phone: 402-471-2111

Nebraska State Auditor Charlie
Janssen

NEBRASKA AUDITOR OF PUBLIC ACCO S

“The Salvation of the State is Watchfulness in the Citizen.” H.B. Alexander

Office Responsibilities:

* Conduct audits of State Agencies, County Courts, State Colleges, University of
Nebraska, several counties and other local governments. We also conduct
the annual audit of Federal funds (Single Audit) and the Comprehensive
Annual Financial Report (CAFR) for the State.

Annually review budgets and audits, or grant audit waivers for over 2,700
local political subdivisions. Information available to the public on our
website.

The Special Audit and Evaluation Unit manages a ‘whistle-blower’ hotline for
anyone to report suspected abuse of government resources. This includes
assisting political subdivisions and State agencies with fraud investigations.

WHAT WILL | LEARN TODAY?




AUDIT TIPS

The Nebraska Auditor of Public Accounts Rules and Regulations, NAC Title 41, Chapter 1,
Minimum Standards for Political Subdivision Audit Reports Required to Be Filed with the
Auditor of Public Account, Section 009, states:

Letter to management. Any separate letter to management regarding internal control,
compliance, or other accounting practices or procedures issued in conjunction with or as a
result of an audit report filed with the Auditor of Public Accoun S d with the
audit report filing in order for the audit report to be considered complete and acceptable for
filing

This is different than the requirement in the NDE's Rules and Regulations, NAC Title 92,
Chapter 1, Rules and Regulations Governing the Audit of Nebraska Pubic School Districts,
Section 003.05:

All school districts shall file with the Commissioner of Education on or before November 5 a
copy of the financial (audit) report. All school districts shall file with the Comm| ner of
Education on or befol y 31, a copy of the auditor's letter to management, together
with the distric S| , and any responses to compliance issues resulting from the
audit. The financial (audit) all Class 11, 111, 1V, V, and VI school districts must a be
filed with the Auditor nts on or before November 5.

Therefore, Districts are required to send the separate letter to
management to BOTH the APA and the NDE.

STATUTORY AUTHORITY

Neb. Rev. Stat. § 84-304 provides the powers and duties of the Auditor of Public Accounts,
including (4)(a) which states:

agricultural association formed under Chapter 2, article 20, any county agricultural society,
any joint airport authority formed under the Joint Airport Authorities Act, any city or county
airport authority, any bridge commission created pursuant to section 39-868, any cemetery
district, any community redevelopment authority or limited community redevelopment
authority established under the Community Development Law, any development district,
drainage district, any health district, any local public health department as defin

71-1626, any historical society, any hospital authority or district, any county hospit:
housing agency as defined in section 71-1575, any irrigation district, any county or municipal
library, any community mental health center, any railroad transportation safety district, any
rural water district, any township, Wyuka Cemetery, duca ervice Unit
Coordinating Council, any entity ed pur: the | Cooperation Act, any
educational service unit, any village, rvice contractor or subrecipient of state or federal
funds, any political subdivision with the authority to levy a property tax or a toll, or any entity
created pursuant to the Joint Public Agency Act.

RISK AREAS

The APA audits several local governments each yea a rotational basis.

Additionally, the APA has a toll-free phone number and an anonymous email address
for taxpayers to report potential fraud, waste, or abuse of pubic funds. As a result, the
Auditor of Public Accounts also initiates preliminary audit planning procedures at
various entities, including School Districts, to determine whether the Auditor of Public
Accounts should conduct an audit.

While the APA can audit a School at any time, we are aware that Districts are already
required to be audited annually, so in many cases, the information we receive does not
result in a full audit, but helps to identify internal control or compliance issues that
should be addressed.
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RISK AREAS

Overall

Adequate segregation of duties over key accounting functions or
controls to compensate for a lack of segregation of duties.

Documented reviews (initials or signatures) to prove that
independent reviews are performed.

Receipt Processes

Documented review of amounts deposited compared with the
initial listing of amounts received to ensure all monies received
were deposited.

Endorsing checks immediately upon receipt.

Documented review by a second individual of the amounts billed by
District (invoices) to ensure the accuracy of amounts billed and the
accuracy of amounts recorded in the accounting system.

RISK AREAS

Payroll

Pay only for time actually worked and not in advance of the
work being performed.

Capital Assets

Establishment of formal capital asset policies regarding the
types and dollar value of items that should be added to the
listing.

RISK AREAS

Eederal Funds

Payroll funds charged to Federal grants have to comply with Federal regulations, in
particular, OMB Circular A-87, Attachment B, § 8(h) which states that salaries and wages
have to be supported by periodic certifications that employees solely worked on the
program covered by the certification.

For employees who work on multiple activities or cost objectives, a distribution of
salaries and wages should be supported by personnel activity reports or equivalent
documentation, that reflects after-the-fact distribution of actual activity (not budgeted),
must be completed monthly or to coincide with one or more pay periods, and must be
signed by the employee.




RISK AREAS

Reportin Annual _ Full-Time Equivalent of Special Education
Paraprofessionals to NDE on the FFR for School Age Students

The NDE has promulgated Rule 51 for School Age Special Education Reimbursement Program
regulations and standards. Title 92 NAC 51, Section 10, governs the qualification of special
education personnel for Program approval and reimbursement. Section 11 describes the
Program reimbursement process.

The District tested did not properly report the FTE and salaries for special education services
to the NDE for the 2013-2014 school year. The APA requested documentation to support the
FTE for each staff member reported. The District provided a time and effort report signed by
the Superintendent. For two individuals, amounts reported on the FFR did not agree to
documentation provided, so the APA requested additional documentation, such as the staff
work calendars or daily schedules to support the time worked. That documentation was not
maintained by the DistriCh e

RISK AREAS

Reporting Annual Full-Time Equivalent of Special Education Paraprofessionals to NDE on
the FFR for School Age Students

Concerns were also raised on whether “intervention” services should be considered special education
services. At this District, paraprofessionals participate in intervention groups with regular education
students who may need the same level of intervention as a special education student. An NDE
representative provided the following explanation:
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RISK AREAS
No other compensation for services

One School Board approved a policy that allowed computers supplied to Board
members to be kept by the Board member after the member served a
minimum of one full, four year term.

Neb. Rev. Stat. § 79-520 states, in relevant part (for Class Iil Districts), “No member
of the board, except the secretary, shall accept o receive any compensation
for services performed in discharging the duties of his or her office.”

Furthermore, 49-14,101.01 states, as relevan

(1) A public official or public employee shall not use or authorize the use of his or
her public office or any confidential information received through the holding
of a public office to obtain financial gain, other than compensation provided by
law, for himself or herself, a member of his or her immediate family, or a
business with which the individual is associated.

(2) A public official or public employee shall not use or authorize the use of
personnel, resources, property, or funds under his or her official care and
control other than in accordance with prescribed constitutional, statutory, and
regulatory procedures or use such items, other than compensation provided
by law, for personal financial gain.




RISK AREAS

Petty Cash Fund:

Must have written policies for the use of Petty Cash funds

The amount on hand plus the receipts supporting the
expenditures from the fund should equal the authorized
amount of the petty cash fund.

A second individual should review the documentation to
support the purchases made using the petty cash fund to
ensure the purchases are allowed and supported by adequate
documentation.

Should review accounting records for any transactions coded
to Petty Cash to make sure those amounts are truly petty cash
reimbursements.

RISK AREAS

Credit Cards

Neb. Rev. Stat. § 13-610 governs purchasing card programs implemented by political
subdivisions and provides, in relevant part:

An itemized receipt for purposes of tracking expenditures shall accompany all purchasing
card purchases. [n the event that a receipt does not accompany such a purchase,
purchasing card privileges shall be temporarily or permanently suspended in accordance
with rules and regulations adopted and promulgated by the political subdivision.

The Board should also have written policies for the use of credit cards or purchasing cards and
should include provisions for users to maintain and submit itemized receipts for all purchases.

RISK AREAS

Credit Cards

The biggest problem we see is that credit card transactions have been unsupported —
that is there is not a receipt to show what was purchased or the receipt is not itemized
— it is only the credit card copy of the receipt, which does not provide adequate
information to determine the nature of the purchase. In one District, nearly half of the
credit card receipts were not properly documented.

School Boards should ensure there is an independent review of credit card transactions
by someone other than the individuals authorized to make credit card purchases.

Adequate documentation should be provided to the Board at each meeting to provide
assurance that all credit card transactions are appropriate.

Additionally, in most instances sales taxes are being paid on credit card or point of sale
purchases, of which Districts are exempt.




RISK AREAS
One example of information provide to the School Board on credit card purchases:
AMERICAN EXPRESS
March 11, 2013
Rabotics rooms for state
Robotic parts
Exit lights
Gas
Science supplies
Robotic registration

Supervisor dist wrestl room

NOT ADEQUATE!!!!

RISK AREAS

Board Approval of All Expenditures

We have seen some Districts who utilize bank accounts that are separate from the General Fund, for
example. These accounts were used to provide the District with an alternative method for making
payments that would generally be authorized by the Board. The payments from these account are
authorized by the Superintendent but are not approved by the Board prior to payment. Only
summary level information on the payments was provided to the Board.

We have also seen instances in which only summary level information is provided to the Board and the
Superintendent or the book keeper is signing the checks, including in funds such as the Activity Funds,
Lunch Funds, Scholarship Funds, etc.

Neb. Rev. Stat. § 79-526, the Board is ultimately responsible for ensuring the necessity of the District's
expenditures
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RISK AREAS

Example of this type of separate account:
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RISK AREAS

Neb. Rev. Stat. § § 13-2201 to 13-2204

Section 13-2203(1)(a) of the Act requires expenditures of the District to be
actual and necessary,” as follows

ton to other expenditures authorized by law, each governing body may
[t of public unds for the

al functions,
boundaries of the gave prior
approval for partcpation St o i € for payment or
'm policy or by a formal

“No alcohol purchases with public fi
+Can not pay for travel or expenses of spouses with public funds
+Can not provide flowers for memorials with public funds

+Can not use public funds to pay for holiday parties or other social functions for
employees

+Can not use money received from vending machines on School property for
holiday parties or similar events. These are public fun

RISK AREAS

Food Purchases

Section 13-2203(2) of the Local Government Miscellaneous Expenditures Act permits public funds
to be expended for food under the following circumstances:

(a) Nonalcoholic beverages provided to individuals attending public meetings of the governing

(b) Nonalcoholic beverages and meals:

(i) Provided for any individuals while performing or immediately after performing relief, assistance,
or support activities in emergency situations, including, but not limited to, tornado, severe
storm, fire, or accident;

(i) Provided for any volunteers during or immediately following their participation in any activity
approved by the governing body, including, but not limited to, mowing parks, picking up litter,
removing graffiti, or snow removal;

(iii) Provided at one recognition dinner each year held for elected and appointed officials,
employees, or volunteers of the local government. The maximum cost per person for such
dinner shall be established by formal action of the governing body, but shall not exceed twenty-
five dollars. An annual recognition dinner may be held separately for employees of each
department or separately for volunteers, or any of them in combination, if authorized by the
governing body;

RISK AREAS

From the NADC’s Guideline to the Use of Public Funds by Cities and Villages

Question #. - Is.a city official permitted to use public funds to purchase
wmeals for officials or staff?

Response - Under certain circumstances, yes. The Local Goverrnzent Miscel-
Taneous Expenditure Act provides that public funds may be spent for meals
under the following circumstances:

a) If the meal is part of the actual and necessary expenses incurred by
the official or employee 1
training programs, official functions, hearings or meetings (whether
within or without the municipal limits). The governing body must give
approval prior to the expense being incurred either by formal vote or
by the adoption of a uniform policy.

Meals and nerulcohnlic beverages may be provided to individuals whue
diately after relief

support an:lvi:ies in emergency situations including tornado, covere

storm, fire, accident, etcetera

The governing body may not expend public funds for meals of paid members of
a governing body provided while the members are attending a public meeting
of the governing body unless the meeting is a joint public meeting with ome
or more other governing bodies.




RISK AREAS

Contract Requirements from Nebraska Political Accountability and Disclosure Act

Specific requirements upon contracts between a business associated with a public
official or public employee and a government body.

Neb Rev. Stat. § 49-14,102:

(1) Except as otherwise provided by law, no public official or public employee, a
member of that individual's immediate family, or business with which the individual is
associated shall enter into a contract valued at two thousand dollars or more, in any
one year, with a government body unless the contract is awarded through an open and
public process.

(2) For purposes of this section, an open and public process includes prior public notice
and subsequent availability for public inspection during the regular office hours of the
contracting government body of the proposals considered and the contract awarded.

RISK AREAS

Compliance with Neb. Rev. Stat. § 7'

The secretary of a school district shall draw and sign all orders upon the treasurer for all
money to be disbursed by the district and all warrants upon the county treasurer for
money raised for district purposes or apportioned to the district by the county treasurer
and shall present the same to the president to be countersigned. No warrant, check, or
other instrument drawn upon bank depository funds of the district shall be issued until
so countersigned. No warrant, check, or other instrument drawn upon bank depository
funds of the district shall be countersigned by the president until the amount for which it
is drawn is written upon its face. Facsimile signatures of board members may be used,
and a person or persons delegated by the board may sign and validate all warrants,
checks, and other instruments drawn upon bank depository funds of the district.

OTHER LOCAL SUBDIVISION RISK AREAS

tOCAL
GOVERNMENT




COLLEEN LAWRY, FORMER GRETNA CITY ADMINISTRATOR

In April 2012, the APA sent a letter to the City of Gret
regarding several questionable purchases on the City credit car

In December 2012, Colleen Lawry was sentenced to the
following:

= Six months in Jail

= Two years probation

= 100 hours of community service in Gretna
= $3,000 in fines

COLLEEN LAWRY, FORMER GRETNA CITY ADMINISTRATOR

Sarpy County District Judge David Arterburn also ordered her to write a letter to tl
citizens of Gretna. In March 2013, the following apology appeared on the front of t|
Gretna Breeze:

SOME OF WHAT SHE GAVE UP

Base Salary of $90,184

100% of premiums for health insurance and 85% for dependents
Premium for life insurance @ 1 times salary

Sick and personal leave accrued at the highest rate provided to any other employee
Compensation for all accrued vacation time

Participation in the City of Gretna retirement plan @ 6% paid by the City
Professional dues paid

A laptop, tablet, and any other associated software required to do the job
Smart phone or personal daily assistant with full unrestricted use
Unrestricted use of the 2009 Chrysler Sebring LX Sedan

Gas for the City car




WHO CAN YOU GUESS WHAT THIS IS?

CITY OF GRETNA, NEBRASKA
204 North MeKenna Averse

P. O Box 69
Gretna, Nebraska 68028-0069
(402) 332-3336
Feax (402) 332-5631
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CITY OF GRETNA RESULTS

APA turned our letter over to the Nebraska State Patrol for further investigation.

Colleen Lawry was arrested and fired a week after the letter was issued for allegedly
taking anywhere from $500 to $1,500 from the Gretna Senior Citizen Fund.

The organization looked into their balances after the letter was issued by the APA. They
found $11 instead of the $900 that should have been in it.

Al
QN

CASE STUDY #4

DUNDY COUNTY HIGHWAY SUPERINTENDENT

* On June 10, 2014, the APA sent a letter to Dundy County
regarding questionable overtime, hours worked and scrap
metal sales by Mike Edwards, Dundy County Highway
Superintendent.

* Mr. Edwards resigned on June 16, 2014

2013 Pay 2012 Pay
Rate | Total Rate
Regular Pay S15.70 | $29390.40° S15.70
Regular Pay S1620 | $3369.60
Bonus Pay S1,50000
Highway

y 5240000
Total 536,660.00
Gross Pay $62,320,80
rtime 525,660.80




RED FLAGS

Michael Edwards, Supt.
icholas Ohrman

Richard Dewester
[Todd Pankonin
[Brandon Sanford

nthony Wonderly
[Kenny McDonald
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RED FLAGS

RED FLAGS

WOULD YOU QUESTION?
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RISK AREAS WE ALWAYS LOOK AT

FRAUD AND OTHER RESOURCES USED

— Direct background check of individuals including bankruptcies,
civil cases, address history, and assets.

- The Nebraska Trial Courts Case System which offers online access to court
case records involving civil, criminal, or traffic cases.

— Used to obtain IRS form 990s and other pertinent information
regarding Not-for-Profit entities.

— Nebraska State Accounting System.
— Nebraska bill and law search.

— Corporate and business search of those doing
business in Nebraska.

— Audit management software.

NEW LEGISLATION

signed by the Governor on May 27, 2015, and is now in effect. You can find the Legislative Bill at
1 ¥d )1 nentID=24"

Legislative Bill 539 affects public entities in that it:

“Clarifies that the Auditor of Public Accounts shall have access to any and all information and records, confidential or
Public entities are now required to produce requested information or records, or respond with a valid legal or
for failing to do so, within 3 business days. While additional time may be granted for particularly
ensive requests, all of the information and records must be provided no later than 3 from the request.
All confidential records remain confidential. Any person who willfully fails to comply, or who otherwise willfully hinde
s an audit or examination, including by attempting to mislead an auditor, shall be guilty of a Class Il misdemeanor.

s APA to issue subpoenas and conduct depositions when necessary. In case of disobedience, the district court of
er County or the judge thereof, shall compel obedience. If a witness refuses to testify, the Auditor of Public Accounts
may request a court order.

“Provides protection for whistle blowers against personnel actions, making employer retaliation punishable as a Class 1T
misdemeanor, and specifies that working papers identifying a confidential whistle blower are not open to the audited entity.

larifies and expands the listing of entities to be examined/audited to include community redevelopment authorities, any
entity created pursuant to the Interlocal Cooperation Act or the Joint Public Agency Act, and any service contractor or
subrecipient of state or federal funds. The new law defines service contractor or subrecipient to mean “any nonprofit entity
that expends state or federal funds to carry out a state or federal program or function” but not “an individual who is a direct
beneficiary of such a program or function or a licensed health care provider or facility receiving direct payment for medical
services provided for a specific individual




WHO TO CONTACT

=

Nebraska Auditor of Public Accounts Hotline: 1-800-842-8348 or complete the
anonymous email form on our website.

www.auditors.nebraska.

QUESTIONS?!?

Website: http://www.auditors.nebraska.gov/

Phone: 402-471-2111

Deann Haeffner , CPA — Assistant Deputy
Budget Questions

Deann.Haeffner@nebraska.gov

Mary Avery — Special Audits and Finance Manager

mary.avery@nebraska.gov

Cindy Janssen — Audit Manager
Cindy.Janssen braska.gov

Rachel Heeney, CFE - Auditor in Charge
Rachel.Heeney@nebras




