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Dr. John N. Harms, President

Western Nebraska Community College Area
1601 East 27" Street

Scottsbluff, NE 69361

Dear Dr. Harms:

In accordance with Neb. Rev. Stat. Section 84-304 RS. Supp., 2000 we have
performed certain procedures related to the objectives enumerated below for
the Western Nebraska Community College Area. We conducted those
procedures in accordance with Government Auditing Standards.

The scope of the procedures was the fisca year ended June 30, 2002. The
objectives of the procedures were to:

1
2.

SPCN

Compile the totd travel disbursements for the College Area.

Document and examine the reasonableness of the travel palicies of the
College Area.

Test sdected travel dishursement transactions to determine whether
they were in accordance with College Area policies and were
reasonable and necessary expenses of the College Area.

Examine the adequacy of internal controls over travel disbursements.
Accumulate etistical data for each College Area.

Document each College Areas rdationship with any associated
foundeations.

Summary of Results

We peformed certain procedures we consdered necessary to meet the

objectives enumerated above.

Those procedures condsted primarily of

reviewing the accounting records, obtaning an understanding of internd

control

procedures and accounting systems, inquiry of management, and

teding transactions. Based on the procedures performed we noted 1) the
written travel policies were not comprehensve;, 2) travel expenses were not
adequately supported to ensure compliance with College Area policies, State
Statutes, and IRS regulations; and 3) vehicle logs were not comprehensive and

were not used to document locd travd.

For more information on our

comments and recommendations see the Comments Section of this letter.



We compiled the accompanying financia data on the schedules on pages 17 through 19 from the
records of the Western Nebraska Community College Area.  We have not audited or reviewed
the accompanying data and, accordingly, do not express an opinion or any other form of
assurance on this data.

This advisory letter is intended for the information of the Western Nebraska Community College
Area; however, this advisory letter isamatter of public record and its digtribution is not limited.

We appreciate the cooperation and courtesy extended to our auditors.

Ct—% 5}'- o 18

October 11, 2002 Assigtant Deputy Auditor



WESTERN NEBRASKA COMMUNITY COLLEGE AREA

BACKGROUND

A daewide sysem of localy governed community colleges was crested in 1971 when the
Legidature combined dl public two-year schools in Nebraska.  Five junior colleges, five area
vocationd technical schools, and two State schools formed the Nebraska Technica Community
College Aress. The following is a list of the sx College Areas, their campuses and off-campus
gtes, and the location of their adminigtration offices.

Adminigration
College Area Campuses Off-Campus Centers Offices
Central Columbus, Grand Idand, Holdrege, Kearney, Grand Idand
Hadtings Lexington

Metropolitan Omaha, Elkhorn Omaha
Mid-Pains McCook, North Platte North Platte
Northeast Norfolk Norfolk

Southeast Beatrice, Lincoln, Milford Lincoln

Western Scottsol uff Sdney, Alliance Scottsol uff

Control over financing of the Stat€'s community college areas is vested in area boards of
governors. The college areas are financed by locd property taxes, which are levied n the area
by each County Board of Equdization; State general fund gppropriations, and tuition and fees st
by each area board. The State generd fund appropriations are digtributed to the sSx areas
primarily on two formulas: 1) an enrollment-driven formula and 2) an equdization formula

According to Neb. Rev. Stat. Section 85-962 R.R.S. 1999 the role, mission, and ingtructiona and
service priorities of the community colleges are:

1. Applied technology and occupationd educetion, and when necessary, foundations
education;

2. Transfer education, including generd academic trandfer programs, or gpplied technology
and occupationa programs that may be agpplicable to the first two years of a bachdor's
degree program, and when necessary, foundations education;

3. Public sarvice, paticularly adult continuing education for occupations and professions,
economic and community development focused on customized occupational assessment
and job training programs for business and communities, and avocationa and persond
devel opment courses, and

4. Applied research.

Neb. Rev. Stat. Section 85-1503 R.R.S. 1999 defines these terms.  Applied technology or
occupational course shdl mean a course offering in an indructiond program, a the associate
degree level or below, intended to prepare individuads for immediae entry into a specific
occupaion or career. Generd academic transfer course shadl mean a course offering in a one-
year or two-year degree-credit program, a the associate degree level or below, intended by the
offering indtitution for transfer into a bacca aureate program.



WESTERN NEBRASKA COMMUNITY COLLEGE AREA

BACKGROUND
(Concluded)

All colleges in the community college sysdem ae accredited by the Higher Leaning
Commission, acommission of the North Central Association of Colleges and Schoals.

Community College Aress intercollegiate athletic teams.

College Area Campuses Athletic Teams

Centra Columbus Volleybdl (women), Basketbal (men)

Metropolitan Omaha, Elkhorn None

Mid-Pans North Platte Basketbdl  (men), Basketbdl — (women),
Volleybdl (women)

Mid-Pains McCook Basketbdl (men), Basketbdl (women), Golf
(men), Softbdl (women), Bassbdl (men),
Volleybal (women)

Northeast Norfolk Volleybal (women), Basketball (men),

Basketbdl (women), Golf (men)

Southeast Bestrice Volleybal (women),  Basketbdl (men),
Basketbdl (women), Golf (men)

Western Scottsol uff Volleybal (women),  Basketbdl (men),
Basketbal (women), Fast Pitch Softbdl
(women), Basebdl (men)

The Community College Areds trave dishursements generdly include expenses for employees
to attend conferences, athletic team travel, travel between Area campuses, Board member trave,
and travel to other class locations. Trave expenses generdly include med reimbursements,
lodging codts, arfare, mileage, rentd cars, parking, taxis, tips, and conference registrations.



WESTERN NEBRASKA COMMUNITY COLLEGE AREA

MISSION STATEMENT

Western Nebraska Community College shdl be a dudent-centered, openaccess inditution
primarily devoted to qudity indruction and public service, providing counsding and other
dudent services intended to promote the success of a diverse student population, particularly
those who have been traditionally under served in other educationd settings. Western Nebraska
Community College, individudly and collectivey, gl provide the following indructiond and
sarvice priorities:

Applied Technology Education

Including Associate of Applied Science degrees (AAS), diplomas, cetificates,
professond skills awards, and course work to qudify individuds for entry into
employment or to enable individuds to remain current, to upgrade skills, or to acquire
new kills,

Transfer Education

Including liberd arts and sciences associate degrees (AA and AS) comprising course
work which is comparable to the course work of the first two years of a bachelor's degree
programn and applied technology degrees comprisng course work which may be
applicable to the course work of the first two years of a bachelor’s degree program;

Developmental Education

Including remedid programs, developmenta programs, Adult Basc Education, Generd
Education Development (GED) preparation, English Literary Programs (ELP), and
refresher courses;

Adult Continuing Education

Including career-related programs and sarvices for professond  certification or
improvement; Economic and Community Devedopment including cugtomized training
programs developed for businesses and communities to meet needs such as occupationd
assessment, job training, and job upgrading and other programs and services that are
within the scope of the College' s expertise;

Public Service
Including vocationd and persond development courses and activities not specificdly
identified in other priorities; and

Applied Research

Limited to the enhancement of the indructiond programs, <udent achievement,
inditutiona  effectiveness, and public sarvice activities or rdaed to faculty professond
development.



WESTERN NEBRASKA COMMUNITY COLLEGE AREA
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WESTERN NEBRASKA COMMUNITY COLLEGE AREA
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WESTERN NEBRASKA COMMUNITY COLLEGE AREA
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WESTERN NEBRASKA COMMUNITY COLLEGE AREA
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WESTERN NEBRASKA COMMUNITY COLLEGE AREA
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WESTERN NEBRASKA COMMUNITY COLLEGE AREA

SUMMARY OF COMMENTS

In performing the procedures related to the advisory service objectives enumerated in our
trangmittal letter for the Western Nebraska Community College Area, we noted certain metters
involving the internd controls and other operationa matters that are presented here.  Comments
and recommendations are intended to improve internd controls, ensure compliance, or result in
operationd efficiencies.

1. Travel Policies: Policies and procedures were not comprehensve. A more
comprehensve policy would give employess the maximum amount of guidance possible
on dlowable travel related expenses.

2. Travel Expenditures. Expenditures were not adequately supported with documentation.

3. Vehicle Logs. Logs were not comprehensve and did not document reviews by
upervisory seff.

More detailed information on the above items is provided heredfter. It should be noted this
advisory letter is criticd in nature since it contains only our comments and recommendations on
the areas noted for improvement.

Draft copies of this advisory letter were furnished to the Western Nebraska Community College
Area to provide them an opportunity to review the advisory letter and respond to the comments
and recommendations included in this advisory letter. All forma responses received have been
incorporated into this advisory letter.  Responses have been objectivedly evduated and
recognized, as appropriate, in the advisory letter. Responses that indicate corrective action has
been taken were not verified at thistime.

-13-



WESTERN NEBRASKA COMMUNITY COLLEGE AREA

COMMENTSAND RECOMMENDATIONS

Travel Policies

Good business practices require written travel policies and procedures to ensure expenses
claimed meet College Area, State Statutes, and Interna Revenue Service (IRS) requirements.

The Coallege Ared s written travel policies did not indude the following:

A requirement that conference registrations and agendas be filed as support for trave
expense rembursement clams.

Policies on whether commuting expenses were dlowable.

Limitation of ar travel to “coach far€’ and only when it was more economica than
surface transportation.

Encouragement of direct billing of lodging within Nebraska, so that such lodging
expenses were exempt from sales and lodging taxes.

Guidance on when over-night lodging was appropriate, eg. travel more than 60 miles
from workplace, inclement wegther, etc.

Time redrictions on reémbursement of meds eg. breskfas med reimbursement only
when on overnight travd or travd beginning before 630 am. Dinner med
reimbursement only if on overnight travel or travel ending 7:00 p.m. or later.

College Ared s podition on “one-day travel.”

College Ared s palicy regarding cash advances for travel.

The lack of clear written policies and procedures for travel expense reimbursements increases the
risk of loss, theft, or misuse of College Areafunds.

We recommend the College Area improve its exising written
travd policy by meking it more comprehensve. A more
comprehensive policy would serve to give employees traveling the
maximum amount of guidance possble on dlowable travel related
expenses.

College Area’s Response: : College staff will draft comprehensive procedures. Current policies
will be amended to reference and formalize these procedures.

Conference agendas will be required when payment for conference attendance is
requested.

-14-
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WESTERN NEBRASKA COMMUNITY COLLEGE AREA

COMMENTSAND RECOMMENDATIONS

Travel Policies (Concluded)

Commuting expenses are never covered. Current policies require use of a College
vehicle for local College related travel with a provision that authorized use of a personal
vehicle would be reimbursed if a College vehicle is not available. This policy, in effect,
negates reimbursement of local travel expenses unless authorized by the President.

Air travel has always been limited to coach fare. This will be clearly and positively
stated in the procedures. In addition, the College has always limited reimbursement of
surface transportation to an amount not to exceed coach fare.

Direct billing of lodging expense has always been encouraged both within and outside
the state. This practice does simplify the tax-exempt situation, but has been encouraged
primarily to minimize the amount of cash an employee must carry.

College administration is hesitant to strictly define conditions that require over-night
lodging and appreciates that discretion of top management is the best control measurein
assessing road conditions, weather, meeting times, and institutional need.

College administration is hesitant to dtrictly define time restrictions on meal
reimbursement and appreciates that discretion of top management is the best control
measure in assessing employee needs, meeting times, and institutional need.

The College uses an abbreviated expense form for day travel with only the categories of
mileage, gasoline, and meals. The form implies that no other reimbursements will be
made in connection with day travel. The written procedureswill address thisissue.

Cash advances for travel must currently be approved by the appropriate administrator
prior to issue. College administration believes that the discretion of top management is
the best control over this matter while accommodating individual employee and
institutional needs.

Trave Expenditures

Good business practices require that expenses be adequately supported to ensure compliance
with College Area policies, State Statutes, and Internal Revenue Service (IRS) regulations. The
College Ared's travel policy dates, “the Board specificaly shal not authorize the expenditure of
public funds to pay for any expense incurred by a spouse of an dected or gppointed officid,
spouse of a student, spouse of an employee, or spouse of a volunteer.” The College Area's travel
policy aso requires expense reports be submitted within 30 days of the occurrence of an
expense.

The following was noted during our testing of travel expenditures:

The College Ared's expense reports dd not include daily, itemized cods (costs are shown
as summarized totas for the trip as a whole) and did not document the start and stop
times of travel.

Conference agendas were not consgtently avalable for use in the determination of

expense reasonableness; during review, College Area dtaff had to obtain agendas from
various sources because they were not on file in the Business Office.

-15-



WESTERN NEBRASKA COMMUNITY COLLEGE AREA

COMMENTSAND RECOMMENDATIONS

Travel Expenditur es (Concluded)

Med expenses were frequently only supported by summarized credit card receipts or
other summary information which showed no detail regarding the actual purchases.

Three of the trips tested had lodging costs in excess of the federa Genera Services
Adminigration per diem maximum.

An employee was rembursed for three meds provided to a spouse while the employee
was present for a gaff interview.

Severd ingances were noted in which med expenses had no supporting documentation.
The largest of these, for $1,478, was for Upwad Bound (a federd program)
meal Sentertainment expenses for a 2001 trip to Colorado Springs.

The expense report for one trip tested was not submitted in a timedy manner. The
expense report, as wdl as the return of $49 in excess cash advance, was not submitted to
the Busness Office until gpproximately three months after travel completion.

The lack of adequate supporting documentation increases the risk of loss, theft, or misuse of
College Areafunds.

We recommend the College Area improve its accountability over
travel expenses by consgently requiring detalled documentation
as support for al expenses. In addition, we recommend the
College Area consgently enforce compliance with the Board's
policy regarding expense reimbursements, in particular prohibition
of gpouses’ expenses and the timely remittance of expense reports.

College Area’s Response: The College has always required complete and adequate source
documentation to support all expenditures. This will be addressed in the written travel
procedures and staff will be trained as to this expectation and requirement.

a.

The College currently uses a travel expense reimbursement form with itemization by
category (transportation, lodging, meals, etc.). Saff is reviewing different formats that
will allow for the itemization of expense by day.

Conference agendas will be required at the time payment is made for conference
registration.  Currently, conference content is reviewed before authorization for
attendance is determined.

Saff will be instructed to provide detailed receipts as opposed to summarized for all
expenses incurred. Procedures will require detailed backup in all source documentation
provided.

Expenses for non-college purposes will not be allowed.

Current policies require submission of travel expense reports within 30 days. This
existing policy will be strictly enforced.

- 16 -



WESTERN NEBRASKA COMMUNITY COLLEGE AREA

COMMENTSAND RECOMMENDATIONS

3. VehicleLogs

Good business practice requires that dl use of College Area-owned vehicles be appropriately
documented. This documentation should include for each vehicle used, & a minimum, the dates
of use, dat and dop times of travel, purpose of travel, sarting and ending mileage, and the
dgnature of traveding employee. Good internd control would include the review of vehicle logs
by supervisory daff to ensure vehicle usage was appropriate. This review should be
documented.

Vehicle logs were not comprehendve to include dates of use, stat and stop times of trave,
purpose of travel, and signature of traveling employee. No documented review was completed
of completed vehice logs. Vehicde logs were not used for locd travel by College Area
employees.

The lack of comprehensive records for College Area-owned vehicle usage may increase the risk
of loss, theft, or misuse of College Areavehicles.

We recommend the College Area improve accountability over its
vehicles by incorporating dates of travel, dart and stop times of
travel, purpose of travd, and the ggnature of the traveling
employee on its vehicle logs. Vehicle logs should be reviewed and
this review should be documented. Furthermore, we recommend
vehicle logs be used to document dl travd with College Area
owned vehicles, including loca use.

College Area’s Response:  Vehicle logs will be amended to include items recommended. Logs
will be used for all travel regardliess of destination or duration. New forms will include space
for purpose and signature.

Note: See the following page for a common response provided by the Nebraska Community
College Association.

-17 -
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Mebraska Community College Association

_ Dennis G. Baack, Executive Director
01 S, 12th Sireet, Suite 200 » Lincain, NE 68508 » 402-471-4685 » 402- 471-4726 Fax
E-mail: dbaack@ncca stale.ne.us

Kate Witek, State Auditor
Auditor of Public Accounts
P.0O. Box 98917

Lineoln, NE 68509-8917

Dear State Auditor Witek,

This letter is in response

December 11, 2002

L@E@EH&?E ID
DEC 1 3 2002

STATE AUDITO'S OFFIGE

Y

to your recent review of the travel expenses of

the Nebraska Community College Areas. This letter will address one common
finding for all of the community college areas and each college may have other
specific issues that they will address through individual letters to the auditor.

The one finding that was

noted for each of the colleges was that their

travel policies needed further review and needed to be more specific. The
colleges certainly appreciate the work of the auditor and will consider any
suggestions that have been made regarding their travel policies. Each college
governing board will review their travel policies and make an assessment of any .
suggested changes. Each policy change will be considered as to whether making
a more specific policy will trigger further review, which will certainly add
administrative costs. The individual boards may look at other policy alternatives
that would provide better accountability: One policy that was particularly noted

was individual meal costs. If an

individual is attending a conference many of

these meals have a set price that is non-negotiable by each individual so any
travel policy must maintain some flexibility to deal with situations such as this.

Each community college governing board will be doing a thorough review
of their respective travel policies with the goal of having a very accountable travel

policy for their college area.

Sincerely,

<

-

DENNIS G. BAACK
Executive Director '

e —————— Mebraska Community Cellege System —— — ==
Cantral Mecrapalican Mid-Flains Mortheant Sauzhesmt Westen
Commmunity Community Commurity Cammuricy Cesrmunicy Community

Collegn Arna Colega Area Colege Area

College Area College Arma. Colege Area
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WESTERN NEBRASKA COMMUNITY COLLEGE AREA
SCHEDULE OF TRAVEL DISBURSEMENTS AND OTHER INFORMATION
For the Fiscal Years Ended June 30, 2001 and 2002

Fiscal Year Fiscal Year Increase Percent of
Description 2001 2002 (Decrease) Change
Expenditures:
General Fund $§ 11,149,449 $§ 11,726,166 §$ 576,717 5.17%
Other (Note 2) 14,570,521 7,836,293 (6,734,228) -46.22%
Total Expenditures $§ 25719970 $ 19,562,459 $ (6,157,511) -23.94%
Travel Expenditures:
Board Members $ 22923 $ 25345 $ 2,422 10.57%
General Fund:
Instruction 49,920 37,989 (11,931) -23.90%
Academic Support 30,473 27,075 (3,398) -11.15%
Student Service 62,432 70,650 8,218 13.16%
Institutional Support 56,186 79,475 23,289 41.45%
Physical Plant Operations 740 2,452 1,712 231.35%
Total General Fund Travel 222,674 242,986 20,312 9.12%
Other 254,380 233,740 (20,640) -8.11%
Total Travel Expenditures $ 477,054 $ 476,726 $ (328) -0.07%
Percentage of General Fund Travel to Total General
Fund Disbursements 2.00% 2.07%
Percentage of Total Travel to Total Disbursements 1.85% 2.44%
Total College Area Property Valuations $4,795,027,838  $5,154,029,945 $ 359,002,107 7.49%
Total Tax Levy (Note 1) 4.942 7.787 2.845 57.57%
Reimbursable Full-Time Equivalent (FTE) Students 1,271 1,505 234 18.41%
General Fund Cost per FTE Student $ 8,772  $ 7,791 $ (981) -11.18%
Resident Tuition Rates Per Semester Hour $ 43.00 $ 4400 $ 1.00 2.33%
Fees Per Semester Hour 5.00 6.50 1.50 30.00%
Total Tuition and Fees Per Semester Hour $ 48.00 $ 50.50 $ 2.50 5.21%
Number of Credit Hours
Semester 34,828 41,195 6,367 18.28%
Contact 98,774 118,556 19,782 20.03%

Note 1: The increase in levy was due to the reduction in State Aid to the Colleges. In the 2000 and 2001 fiscal years, the
Legislature drastically increased State Aid to the Colleges in order to reduce property taxes. See the Total State Aid for all

Colleges below.
Fiscal Year Total State Aid
1999 $ 48,011,822
2000 $ 84,255,228
2001 $ 92,157,438
2002 $ 65,255,062

Note 2: The Western Nebraska Community College changed their capitalization policy from $500 to $2,500 in fiscal year

2001. This resulted in a one-time write off of $7,925,206.
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ALL COMMUNITY COLLEGE AREAS
SCHEDULE OF TRAVEL DISBURSEMENTS AND OTHER INFORMATION
For the Fiscal Year Ended June 30, 2002

Metropolitan Southeast Central Northeast Mid-Plains Western
Community Community Community Community Community Community
Description College Area College Area College Area College Area College Area College Area
Expenditures:
General Fund $ 46,064,561  $ 39,748,636  $ 27,440,527 $ 17,647,837 11,734,407  § 11,726,166
Other 10,961,355 14,263,723 19,097,507 9,298,396 3,162,179 7,836,293
Total Expenditures 5 57,025916 § 54,012,359 "% 46,538,034 § 26,946,233 14,896,586 § 19,562,459
Travel Expenditures:
Board Members $ 20,228 $ 25280 $ 14,438  $ 9,288 22,280 $ 25,345
General Fund:
Instruction 115,710 106,168 79,660 139,346 9,271 37,989
Academic Support 61,453 47,955 58,768 31,361 7,409 27,075
Student Service 40,694 7,489 18,724 35,679 66,094 70,650
Institutional Support 84,847 30,513 53,983 38,872 29,229 79,475
Physical Plant Operations 48,200 736 1,592 1,774 10,052 2,452
Total General Fund Travel 371,132 218,141 227,165 256,320 144,335 242,986
Other 132,785 75,124 169,191 43,226 23,270 233,740
Total Travel Expenditures 5 503,917 °§ 293265 S 396,356 ' § 299,546 167,605 § 476,726
Percentage of General Fund Travel to Total General
Fund Disbursements 0.81% 0.55% 0.83% 1.45% 1.23% 2.07%
Percentage of Total Travel to Total Disbursements 0.88% 0.54% 0.85% 1.11% 1.13% 2.44%
Total College Area Property Valuations $ 32,246,499,813  $ 23,231,779,379  § 17,632,466,041 $ 9,237,867,152 6,455,425,709 $§ 5,154,029,945
Total Tax Levy 6.210 6.360 7.043 6.851 6.808 7.787
Reimbursable Full-Time Equivalent (FTE) Students 7,511 7,503 3,602 3,245 1,645 1,505
General Fund Cost per FTE Student $ 6,133  § 5298 % 7,618 $ 5,438 7,133 § 7,791
Resident Tuition Rates Per Semester Hour (Note 1) $ 4425 3 45.00 S 4500 S 45.00 48.00 S 44.00
Fees Per Semester Hour (Note 1) 4.50 3.50 4.00 6.25 - 6.50
Total Tuition and Fees Per Semester Hour N 4875 % 48.50 % 49.00 ' § 51.25 48.00 § 50.50
Number of Credit Hours
Quarter 327,201 290,798 - - - -
Semester - 25,910 105,972 88,404 47,906 41,195
Contact 216,094 159,051 62,476 224,711 43,173 118,556

Note 1: Metropolitan Community College Area Tuition rate and fees were converted from quarter hours to semester hours for comparison purposes.
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WESTERN NEBRASKA COMMUNITY COLLEGE AREA
GENERAL FUND TRAVEL DISBURSEMENTS
For the Fiscal Year Ended June 30, 2002

$2,452

$25,345

$79,475 $37.989

$27,075

$70,650

Total $242,986

O Board Members B General Fund Instruction
[d General Fund Academic Support [ General Fund Student Service
B General Fund Institutional Support O General Fund Physical Plant Operations
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Nebraska Community Colleges
Areas and Campus Locations

Sheridan Cherty
Sioux
Scotts crant )
1'Bluff Fa Hooker Thomas | Blaine Laup
[ Mol
Banner Garden | Arthur | McPherson| Logan
Custer
Kimball Cheyenne —
Deuel Heith ID PLA'I S
Lincaln
wiestern Nebrazka Community College, 2'
Scottzbluff Campus Perkins
. Mid-Plairiz Community College, Marth
Platte Campus
. McCook Community College Chaze Hayes Frontier
. Central Community College, Grand
Izland Campus Red
. Central Community College, Hastings Dundy  |Hitchcock ks willow
Campus

. Cental Community College, Calumbus
Campuz

. Martheast Community Caollege

. Metropolitan Community College, Fort
Omahka Campus

. Metropalitan Cormmurity College,
Elkhorn Y alley Campus

10. Metropalitan Community College, South Omaka Campus
11. Southeast Commurity College, Lincoln Campus

12. Southeast Community College, Milford Campus

13. Southeast Community College, Beatrice Campusz
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