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

auditors.nebraska.gov

March 22, 2022

Lynn Cook, Chairperson
Village of Elsie

103 Perkins Avenue
Elsie, NE 69134

Dear Chairperson Cook:

The Nebraska Auditor of Public Accounts (APA) has reviewed the audit waiver request received from the Village
of Elsie (Village) for the fiscal year ending 2021. That request has been approved.

While performing, pursuant to Neb. Rev. Stat. § 84-304 (Supp. 2021), the preliminary examination necessary to
determine whether the audit waiver should be allowed or further audit work would be required, the APA noted
certain internal control or compliance matters, or other operational issues, within the Village.

The following information is intended to improve internal controls or result in other operational efficiencies.

Comments and Recommendations

1. Possible Conflict of Interest

The APA received Village Board (Board) meeting minutes and the accompanying claims listing for meetings from
January 14, 2021, through September 9, 2021. From these listings, the APA identified a potential conflict of interest
involving the actions of Board member Tamara (Tami) Cook.

According to the meeting minutes, Ms. Cook appears to have failed to abstain from voting on the following claims:

Claim Date | Name/Vendor | Description Amount Check # | Cleared Date
2/11/2021 | Tamara Cook Supplies $ 119.39 | 9955 2/16/2021
3/11/2021 | Tamara Cook Wages $ 761.57 | 9957 3/16/2021
4/8/2021 | Tamara Cook Wages $ 761.56 | 9979 4/13/2021

5/13/2021 | Tamara Cook Wages $ 761.57 | 10006 5/18/2021

$
$
$
$

8/12/2021 | Tamara Cook Wages 761.57 | 10072 8/13/2021
9/9/2021 | Tamara Cook Wages 761.56 | 10092 8/13/2021
9/9/2021 | Tamara Cook Printer Ink 59.16 | 10102 9/13/2021

Total 3,986.38

An excerpt from the February 11, 2021, Board minutes is provided below:

Treasurer’s Report and Bills & Claims were presented and reviewed by Board. Motion made by
Julie Robertson to accept all current bills and claims except for Tamara Cook’s wages. Sccondéd
by Doug Curtis. Roll Call: Yes: 5 Warner, Robertson, Curtis. L. Cook. T. Cook. No: 0. Motion
carried. Motion made by Julie Robertson to accept Tamara Cook’s wages. Seconded by Derrick
Warner. Roll Call: Yes: 4 Warner, Robertson, L. Cook, Curtis. No: 0. Abstain (with conflict): 1
T. Cook. Motion carried.
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While Board member Tamara Cook did properly abstain from voting on their payroll claim during this meeting,
they did not abstain from approving a reimbursement for supplies purchased. The remaining minutes related to the
claim dates noted above contained similar language; however, Ms. Cook did not abstain on any claims.

An excerpt from the March 11, 2021, Board minutes is provided below:

Treasurer’s Report and Bills & Claims were presented and reviewed by Board. Doug Curtis
motioned to accept all current bills & claims. Seconded by Lynn Cook. Roll Call: Yes:5 Curtis,
Robertson, Warner, L. Cook, T. Cook. No: 0. Motion carried.

Bills & Claims as presented are: GENERAL ACCOUNT: Wade Tumer, $1,329.92-payroll;
Tamara Cook, $761.57-payroll; Kenneth Gibbons, $117_54-payroll; QuickBooks, $10.35-village
office use; Waste Connections, $1,495.00-trash; NPPD, $712.20-village utilities; Elsie
Communications, $350.80-office rent and phone; Ken’s Construction, $225.00-rolloff dumpster;
Village of Paxton, $223 92-water samples & mileage; HomeTown Agency, $200.00-T.Cook
Bond; Johnson Publications, $158 40-newspaper publication; Lynn Cook, $155.00-chairman
board attendance; Hi-Line Coop, $148 74-office propane; Hi-Line Coop. $127 80-Legion
propane; Internal Revenue Service, $115.14-Employer’s Federal Tax (adjustment); J Bar J
Landfill, $106_52-rolloff disposal fee; Office Service Inc., $54 99-office supplies; Tamara Cook,
$50.00-board attendance; Doug Curtis. $50.00-board attendance; Julie Robertson, $50.00-board
attendance; Derrick Warner, $30.00-board attendance; Hatch’s Super Foods, $22 68-office
supplies; Nebraska Public Health Environmental Lab, $15.00-water testing; Nebraska
Department of Revenue, $70.62-Nebraska Withholding; Nebraska Department of Revenue,

5194 07-Nebraska Sales & Use Tax.

The apparent failure of Board member Tamara Cook to abstain from voting on the motions above gives rise to
concerns regarding possible violations of the Nebraska Political Accountability and Disclosure Act (Act), which is
set out at Neb. Rev. Stat. § 49-1401 (Cum. Supp. 2020) et seq.

To start, Neb. Rev. Stat. § 49-14,101.01(1) (Reissue 2021) states the following:

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.

The penalty for violating the above-cited conflict of interest statute is set out in subsection (7) thereof, as follows:

[Alny person violating this section shall be guilty of a Class 1l misdemeanor, except that no vote by any member of
the Legislature shall subject such member to any criminal sanction under this section.

Furthermore, Neb. Rev. Stat. § 49-1499.03(2) (Cum. Supp. 2020) provides the following related to claims not
associated with a contract:

(a) Any person holding an elective office of a city or village not designated in section 49-1493 and any person holding
an elective office of a school district who would be required to take any action or make any decision in the discharge
of his or her official duties that may cause financial benefit or detriment to him or her, a member of his or her
immediate family, or a business with which he or she is associated, which is distinguishable from the effects of such
action on the public generally or a broad segment of the public, shall take the following actions as soon as he or she
is aware of such potential conflict or should reasonably be aware of such potential conflict, whichever is sooner:

(i) Prepare a written statement describing the matter requiring action or decision and the nature of the potential
conflict;

(ii) Deliver a copy of the statement to the person in charge of keeping records for the city, village, or school
district who shall enter the statement onto the public records of the city, village, or school district; and
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(iii) Except as otherwise provided in subsection (3) of this section, abstain from participating or voting on the
matter in which the person holding elective office has a conflict of interest.

(b) The person holding elective office may apply to the commission for an opinion as to whether the person has a
conflict of interest.

Additionally, Neb. Rev. Stat. § 49-14,103.01 (Supp. 2021) provides the following, in relevant part, for claims
associated with a contract:

(1) For purposes of sections 49-14,103.01 to 49-14,103.06, unless the context otherwise requires, officer means . . .
(c) a member of any board or commission of any county, school district, city, or village which spends and administers
its own funds, who is dealing with a contract made by such board or commission, (d) any elected county, school
district, educational service unit, city, or village official . . . .

(2) Except as provided in section 49-1499.04 or 70-624.04, no officer may have an interest in any contract to which
his or her governing body, or anyone for its benefit, is a party . . . .

EE I I

(4) The prohibition in this section shall apply only when the officer or his or her parent, spouse, or child (a) has a
business association as defined in section 49-1408 with the business involved in the contract or (b) will receive a
direct pecuniary fee or commission as a result of the contract.

(5) The prohibition in this section does not apply if the contract is an agenda item approved at a board meeting and
the interested officer:

(a) Makes a declaration on the record to the governing body responsible for approving the contract regarding
the nature and extent of his or her interest prior to official consideration of the contract;

(b) Does not vote on the matters of granting the contract, making payments pursuant to the contract, or accepting
performance of work under the contract, or similar matters relating to the contract, except that if the number of
members of the governing body declaring an interest in the contract would prevent the body with all members
present from securing a quorum on the issue, then all members may vote on the matters; and

(c) Does not act for the governing body which is party to the contract as to inspection or performance under the
contract in which he or she has an interest.

(Emphasis added.) Good internal control requires procedures to ensure compliance with the applicable provisions
of the Act. Without such procedures, there is an increased risk for both statutory violations and the loss of Village
funds.

We recommend the Board implement procedures to ensure compliance with the
applicable provisions of the Act. Because the issue addressed herein constitutes a
possible violation of the Act, we are forwarding this information to the Nebraska
Accountability and Disclosure Commission.

2. Petty Cash Procedures

During our review, we noted that five checks were made out to “Petty Cash.” The APA requested supporting
documentation for two of these payments. The following was noted for one of those payments:

e The Village replenished the petty cash fund with one check (check #9864) for $300, which cleared on
November 16, 2020. The APA was provided copies of receipts that only supported $170.40 of expenses.

Based on the documentation provided, it does not appear the Village reconciles the petty cash balance to a Board
approved amount or reimburses the petty cash fund based on actual expenses.

-3-



Good internal controls require procedures to ensure that petty cash funds are maintained at an authorized amount,
and any payments to replenish the fund are based on actual expenses.

Without such procedures, there is an increased risk of theft, loss, or misuse of Village funds.

We recommend the Village implement procedures to ensure that petty cash funds
are maintained at an authorized amount, and any payments to replenish the fund
are based on actual expenses.

3. Payment of Unapproved Claims

During our comparison of the Village’s bank account details to claims approved by the Board, the APA identified
the following checks, totaling $14,258.66, which were paid but not included on the claims listing to be approved
by the Board.

Details of the unapproved payments are included in the table below:

Name/Vendor Check Date | Check # Amount
Intuit 6/2/21 ACH 3 8.44
IRS 5/17/21 ACH 3 602.74
IRS 5/17/21 ACH $ 1,837.48
The HomeTown Agency 5/24/21 10020 $ 11,810.00

Total | $ 14,258.66

Neb. Rev. Stat. § 17-614(1) (Supp. 2021) sets out the proper method for the appropriation or payment of money by
the Village, as follows:

All ordinances and resolutions or orders for the appropriation or payment of money shall require for their passage
or adoption the concurrence of a majority of all members elected to the city council in a city of the second class or
village board of trustees.

(Emphasis added.) Good internal control requires procedures to ensure that all claims are approved by the Board
prior to payment and are adequately documented in the meeting minutes of the month in which they are approved.
Without such procedures, there is an increased risk for the loss or misuse of Village funds.

A similar issue was identified by the APA in a prior review and was disclosed to the Village in the APA’s letter
dated February 25, 2021, which can be found on the APA’s website. However, it does not appear this issue was
corrected after the APA’s notification.

We recommend the Board implement procedures to ensure all claims are approved
by the Board prior to payment and are adequately documented in the meeting
minutes of the month in which they are approved.

4, Payment of Claims Prior to Board Approval

During our comparison of the Village’s bank account details to claims approved by the Board, the APA noted that
the following checks, totaling $2,484.26, were issued before the underlying claims were approved by the Board.

The table below provides a summary of the premature payments:

Days Paid
Approval Check Before
Name/Vendor Amount Date Date Approval
QuickBooks $ 6.33 | 5/13/21 5/3/21 10
Wade Turner $ 1,566.36 | 5/13/21 5/11/21 2
Tamara Cook $ 761.57 | 5/13/21 5/11/21 2
Petty Cash $ 150.00 | 5/13/21 5/11/21 2
Total $ 2,484.26
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Neb. Rev. Stat. § 17-614(1) (Supp. 2021) sets out the proper method for the appropriation or payment of money by
the Village, as follows:

All ordinances and resolutions or orders for the appropriation or payment of money shall require for their passage
or adoption the concurrence of a majority of all members elected to the city council in a city of the second class or
village board of trustees.

(Emphasis added.) Good internal control requires procedures to ensure that all claims are approved by the Board
prior to payment and are adequately documented in the meeting minutes of the month in which they are approved.
Without such procedures, there is an increased risk for the loss or misuse of Village funds.

We recommend the Board implement procedures to ensure all claims are approved
by the Board prior to payment and are adequately documented in the meeting
minutes of the month in which they are approved.

EE I S I

The preliminary planning work that resulted in this letter was designed primarily on a test basis and, therefore,
may not bring to light all existing weaknesses in the Village’s policies or procedures. Nevertheless, our objective
is to use the knowledge gained during the performance of that preliminary planning work to make comments and
suggestions that we hope will prove useful to the Village.

This communication is intended solely for the information and use of the Village and its management. It is not
intended to be, and should not be, used by anyone other than those specified parties. However, this letter is a
matter of public record, and its distribution is not limited.

If you have any questions, please contact Dakota Christensen at 402-499-8702 or dakota.christensen@nebraska.gov.

Sincerely,

Ak Le—

Mark Avery, CPA
Assistant Deputy Auditor



