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NEBRASKA AUDITOR OF PUBLIC ACCOUNTS 
Charlie Janssen Charlie.Janssen@nebraska.gov 
State Auditor PO Box 98917 

State Capitol, Suite 2303 
Lincoln, Nebraska  68509 

402-471-2111, FAX 402-471-3301 
www.auditors.nebraska.gov 

November 9, 2015 
 
Courtney Phillips, Chief Executive Officer 
Department of Health and Human Services 
301 Centennial Mall South, 3rd Floor 
Lincoln, NE 68509-5026 
 
Dear Ms. Phillips: 
 
This letter is provided pursuant to AICPA Auditing Standards AU-C Section 265.A17, which 
permits the early communication of certain audit findings due to their significance and the urgent 
need for corrective action.   
 
The audit work addressed herein was performed as part of the fiscal year 2015 Comprehensive 
Annual Financial Report (CAFR) audit.  This communication is based on our audit procedures 
through June 30, 2015.  Because we have not completed our audit of the fiscal year 2015 CAFR, 
additional matters may be identified and communicated in our final reports.   
 
In planning and performing our audits of the financial statements, we considered the State’s 
internal control over financial reporting (internal control) as a basis for designing audit 
procedures for the purpose of expressing our opinions on the financial statements of the State, 
but not for the purpose of expressing an opinion on the effectiveness of the State’s internal 
control.  Accordingly, we do not express an opinion on the effectiveness of the State’s internal 
control. 
 
Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and, therefore, material weaknesses or significant 
deficiencies may exist that were not identified.   
 
We noted certain internal control or compliance matters related to the Department of Health and 
Human Services (DHHS), or other operational matters that are presented below for your 
consideration.  The following comment and recommendation, which has been discussed with the 
appropriate members of management, are intended to improve internal control or result in other 
operating efficiencies.  
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a 
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deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected, on a timely basis.  We did not identify any deficiencies in internal 
control that we consider to be material weaknesses. 
 
A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is 
less severe than a material weakness, yet important enough to merit attention by those charged 
with governance.  We did not identify any deficiencies in internal control that we consider to be 
a significant deficiency.   
 
Draft copies of this letter were furnished to provide DHHS management with an opportunity to 
review and to respond to the comment and recommendation contained herein.  All formal 
responses received have been incorporated into this letter.  Responses have been objectively 
evaluated and recognized, as appropriate, in the letter.  Responses that indicate corrective action 
has been taken were not verified at this time, but they will be verified in the next audit. 
 
This letter explains concerns relating to office space leased by DHHS at 5220 South 16th Street 
in Lincoln, Nebraska, and the process used to obtain the requests for proposals for the leasing of 
that property.   
 
Background Information 
In February 2012, DHHS announced that KVC Behavioral Healthcare Nebraska, Inc. (KVC) 
would no longer provide child welfare case management and related services for the State, 
effective March 1, 2012.  As part of the transition process, DHHS agreed to pay the remaining 
cost of the office space leased by KVC, which was located at 5220 South 16th Street in Lincoln, 
Nebraska, from March 1, 2012, to May 30, 2012.   
 
Subsequently, DHHS entered into a temporary lease of the same property for the period of 
September 2012 to August 2013, paying $484,575 for that one year’s rent.  DHHS then issued a 
request for proposal (RFP), seeking new office space in excess of 38,000 square feet.  DHHS 
entered into another lease for the 5220 South 16th Street property, agreeing to pay $362,057 per 
year to rent the same office space from November 1, 2013, to August 31, 2018.   
 
The APA was first contacted regarding DHHS’ new lease for the 5220 South 16th Street location 
in June 2013.  At that time, concerns were raised that the RFP had been written to match the 
description of that same location, which was already being temporarily leased by DHHS.  The 
APA reviewed the RFP process but found nothing unusual based on the information provided by 
DHHS.   
 
After a new management team was put in place at DHHS, the APA received a request in July 
2015 to review the lease arrangement again.  At this point, DHHS staff produced previously 
undisclosed information regarding the RFP process.  In carrying out a new review of the lease 
arrangement, the APA interviewed the following DHHS and Department of Administrative 
Services (DAS) personnel: 
 

• Amir Azimi, DHHS Administrator II 
• Greg Hood, DHHS Safety/Emergency Preparation & Response Coordinator 
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• Rodney Anderson, DAS Building Division Administrator 
• Paula Sedlacek, former DAS State Property Program Manager 
• Matt Clough, former DHHS Chief Operating Officer 

 
During fiscal year 2015 alone, DHHS paid $362,057 to lease office space at the 5220 South 16th 
Street location.  The following comment and recommendation addresses the APA’s concerns 
regarding the RFP process resulting in that lease agreement. 
 
Comment and Recommendation 
The APA identified the following three concerns with the RFP process that led to DHHS leasing 
the 5220 South 16th Street location: 1) DHHS wrote and modified the RFP to fit the description 
of the office space that it was already temporarily leasing; 2) the facility workstation 
specifications did not meet those set out in the RFP, and 3) the RFP’s electrical service 
requirements for the facility were not met.   
 
RFP Draft and Modifications 
According to the DHHS and DAS Building personnel interviewed, the RFP was written using 
the specifications of the 5220 South 16th Street location already under temporary lease.  
 
In fact, DHHS made several modifications to its standard building lease template, including 
workstations and cubicles, parking availability, specific types of door handles and hand dryers, 
and data wiring that was not consistent with DHHS data wiring requirements at that time.  
Included below are examples of some of the modifications made to the original draft RFP.  The 
colored fonts identify the modifications to DHHS’ standard template.   
 

Workstation Modification: 

 
Parking Modification: 

 
Door Handle Modification: 

 
Hand Dryer Modification: 
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Data Wiring Modification: 

 
 
Workstations 
The original RFP required 196 cubicles that measured eight foot by eight foot, 4 clerical cubicles 
that were ten foot by ten foot, and 37 private offices that were ten foot by fifteen foot, for a total 
of 237 workstations.   
 
According to the email documentation provided by DHHS after the lease was signed, the 5220 
South 16th Street office building had 209 five-foot by six-foot cubicles, 11 six-foot by eight-foot 
cubicles, and 20 private offices.  See email documentation in Attachment 1.  Although the 
number of workstations provided was more that the 237 required in the RFP, the size of the 
cubicles did not meet the DHHS standard workstation sizes specified in that same document.  
Additional cubicle panels were needed, therefore, in order to comply with the RFP requirements.   
 
To determine whether the owner of the 5220 South 16th Street office building had the additional 
cubicle panels required, April Leach-Sanna, DHHS Interior Space Planner II, and Amir Azimi, 
DHHS Administrator II, visited the owner’s storage area to examine the “panel system.”  No 
cubicle panels were found there.  Ms. Leach-Sanna indicated that she would check to see if there 
were areas at the storage facility that were missed.  Again, they found nothing.  Email 
correspondence appears to indicate that the building owner was unwilling to expend additional 
funds on renovations needed in order to make the building complaint with the RFP.   
 
In June 2014, DHHS purchased additional cubicle panels costing $168,900.05 for the 5220 South 
16th Street office building.  See Attachment 2 for email correspondence regarding the panels.  
See Attachment 3 for a copy of the panel invoices.   
 
According to DHHS, the purchases noted above included 67 new cubicles.  Additionally, 12 
additional cubicles were built with surplus panels from DHHS inventory.  Attachment 4 is an 
illustration of the office location after the additional panels were purchased.  The areas 
highlighted in blue represent the panels purchased by DHHS, while the areas highlighted in pink 
represent those panels built from surplus panels.   
 
Currently the 5220 South 16th Street office building leased by DHHS contains 246 cubicles, 20 
floor-to-ceiling offices, and 2 reception spaces. 
 
Electrical Work 
The RFP drafted by DHHS requires the Lessor to bear the cost of providing the following:   

 
An Existing Facility:  Demised Premises structure and building components shall include . . . all 
mechanical equipment, such as HVAC system, electrical service . . . .  (Emphasis added.)   
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Despite this requirement, the electrical service at the 5220 South 16th Street office building 
proved insufficient to meet the needs of all of the planned DHHS employees.  Consequently, 
DHHS had to pay for additional electrical work to correct the defect at the leased property.   
 
On May 16, 2014, Ms. Leach-Sanna sent an email message to Greg Hood, DHHS 
Safety/Emergency Preparation & Response Coordinator, regarding the bid for the needed 
electrical work, which included “a 75 KVA 480 VOLT to 120/208 transformer, a 60 circuit 
120/208 volt panel, and a 100 amp 3-phase I-Line breaker to feed the transformer.”  That same 
day, Ms. Leach-Sanna informed the building owner via email that an additional transformer was 
needed.  Her email message explains, “Mr. [Matt] Clough [former DHHS Chief Operating 
Officer] asked me to extend the courtesy of sharing this information with you and inquire if you 
have resources to assist us in this project.” 
 
On May 22, 2014, Ms. Leach-Sanna reiterated her previous request in a follow-up email message 
to the building owner:  “We would appreciate any assistance you are willing to provide in 
obtaining the necessary power to the building at S. 16th.” 
 
Almost a week later, on May 28, 2014, Ms. Leach-Sanna sent an email message to both Mr. 
Hood and Mr. Azimi.  In that message, she described being told the following during a telephone 
conversation with the building owner: “Yes, Good Morning, I just wanted to talk to the Director, 
Matt about this.  Please have him call me.”  Mr. Azimi forwarded Ms. Leach-Sanna’s email 
message to Mr. Clough, who responded as follows on the same day: “Move forward on the 
electrical with the firm that quoted at DHHS expense.” (Emphasis added.)   
 
See Attachment 5 for a copy of this email correspondence.   
 
As a result, DHHS paid $32,077 in September and October 2014 for the needed electrical work 
at the 5220 South 16th Street office building.  See Attachment 6 for a copy of the contract.   
 
Good internal control requires procedures to ensure a standardized, fair, and open process for the 
selection of leased office space by a State agency.  Furthermore, such procedures should ensure 
compliance with the requirements of the RFP for the office space lease.  Without adequate 
procedures to ensure both a standardized, fair, and open selection process and compliance with 
the requirements of the RFP, there is an increased risk for loss of public funds when the State 
leases office space.   
 

We recommend DHHS implement adequate procedures to ensure a 
standardized, fair, and open process for leasing office space.  We 
also recommend DHHS ensures the lessor complies with the 
requirements of the RFP.   
 

DHHS Response: The Department of Health and Human Services (DHHS) will continue to 
follow the RFP process as established by the Department of Administrative Services (DAS).  
Furthermore, DHHS will implement policies and procedures to strengthen internal controls and 
ensure compliance with the RFP process.  These policies and procedures will clearly 
communicate the internal expectations and process by which DHHS will adhere to DAS 
standards. 
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Our audit procedures are designed primarily on a test basis and, therefore, may not bring to 
light all weaknesses in policies or procedures that may exist.  Our objective is, however, to use 
our knowledge of the agencies and their interaction with other State agencies and 
administrative departments gained during our work to make comments and suggestions that we 
hope will be useful to the agencies. 
 
This interim communication is intended solely for the information and use of DHHS, i ts  
management,  the Governor and t h e  State Legislature.  It is not intended to be, and should 
not be, used by anyone other than the specified parties. However, this letter is a matter of public 
record, and its distribution is not limited. 
 
If you have any questions regarding the above information, please contact our office. 
 
Sincerely, 

 
 
 
 
 

Charlie Janssen 
Nebraska Auditor of Public Accounts 
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Total to page 21. 
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From page 18  $157,315.43 
Total above  $  11,584.62 
Total Knoll Invoices $168,900.05 
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Pink = panels from existing DHHS inventory 
Blue = purchased cubicles
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