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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES

PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

BACKGROUND

The Karen Society of Nebraska, Inc., (KSN) is a non-profit corporation that started in July 2010. Per its website
(https://www .karenksn.org/), the mission of KSN is “Helping refugees and immigrants from Burma build and
sustain a high quality of life in Nebraska.” KSN’s organizational structure includes staff and volunteers, a Board
of Directors, and a Board of Advisors. KSN has offices in Omaha, Lincoln, and Madison, Nebraska.

While testing for the Statewide Single Audit for the fiscal year ended June 30, 2024, we found the Nebraska
Department of Health and Human Services’ (Department) subrecipient monitoring procedures to be insufficient,
including those over KSN, as there was inadequate record keeping and potential duplicate expenditures charged by
KSN and reimbursed by the State. We determined, therefore, that a review of all the Department’s payments to
KSN during the period July 1, 2023, through December 31, 2024, was necessary.

Public Funds Received by KSN

During the period July 1, 2023, through December 31, 2024, the Department paid $142,752 to KSN through
subawards funded by the following Federal programs:

Assistance
Federal Program Lising # Amount
Refugee and Entrant Assistance State/Replacement Designee Administered Programs 93.566 $ 102,752
Preventive Health and Health Services Block Grant 93.991 40,000
Total Federal Program Revenue $ 142,752

KSN also received public funds from the following sources:

Entity Amount
Lancaster County $ 82,643
Duke University 60,500
City of Lincoln 4,660
Region V Systems 2,860
Total Other Public Funds $ 150,663
KSN Bank Activity

During the period July 1, 2023, through December 31, 2024, KSN held eight bank accounts at First National Bank
of Omaha. The overall activity of those accounts, during that period, is summarized in the table below:

Beginning Ending

Balance Deposits/ Transfers Checks/ Transfers Balance
Bank Account at 7/1/2023 | Other Credits In Other Debits Out at 12/31/2024
Lincoln Checking Account 1 50,526 | $ 253,400 | $ -8 93,662 | $§ 170,208 | § 40,056
Lincoln Checking Account 2 44,490 95,760 179,039 272,505 5,000 41,784
Lincoln Checking Account 3 42,525 135,690 5,359 123,530 - 60,044
Lincoln Checking Account 4 - 40,975 31,530 17,485 40,720 14,300
Omaha Checking Account 5,854 223,399 60,000 284,102 - 5,151
Madison Checking Account 57,826 - - 23,723 - 34,103
Omaha Savings Account 1 10,132 88 - - 10,000 220
Omaha Savings Account 2 50,032 35 - - 50,000 67
Total Bank Activity 261,385 | $ 749,347 | § 275,928 | § 815,007 | $ 275,928 | $ 195,725




NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

BACKGROUND
(Concluded)

Our examination included a review of KSN bank statements. The table below provides a summary of that activity
for the period July 1, 2023, through December 31, 2024:

KSN Bank Activity by Type

Revenues Amount Expenditures Amount
Public Funds $ 293,415 Other Individuals $ 246,538
Cash Deposits 176,136 Executive Director 167,555
Htee Hta Sway Home Health Care LLC 104,500 Loan Payments 99,870
Other Donations and Deposits 67,258 Donations/Gifts to Others 52,531
American Academy of Pediatrics 29,996 Executive Director's Wife 45,960
Membership Dues/Individual Donations 29,798 U.S. Bank Home Mortgage 37,522
International Rescue Committee 26,530 PayPal/Alipay US, Inc. 27,577
The Simple Foundation 11,714 Donations for Deceased Individuals 27,500
Knyaw Academy LLC 10,000 Other Expenditures 19,607
Western Union 14,649
Other Retail and Restaurants 14,216
Rent 12,920
eBay 11,186
Utilities 8,794
Outgoing Wire to Bangkok 8,500
Video/Camera Equipment 7,756
Vehicle/Property Maintenance 6,387
Amazon 5,939
Total Revenues $ 749,347 Total Expenditures $ 815,007
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KEY OFFICIALS AND AGENCY CONTACT INFORMATION
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Dr. Steve Corsi Chief Executive Officer
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Charity Menefee Director, Division of Public Health
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Nebraska Department of Health and Human Services

301 Centennial Mall South
Lincoln, NE 68509
dhhs.ne.gov
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Name Title
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1021 D Street
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

SUMMARY OF COMMENTS

During our examination of the Nebraska Department of Health and Human Services’ (Department) payments to
The Karen Society of Nebraska, Inc., (KSN), we noted certain deficiencies and other operational matters that are
presented here.

By using qualifying words such as “alleged” or “apparent,” as well as their derivations or equivalents, to describe
certain incidents or activities, the Auditor of Public Accounts seeks to avoid the possibility of a report comment
being mistaken as containing an imputation of criminality. However, utilization of such modifying terms is not
indication of either a lack of supporting documentation for the report comment or any factual insufficiency or
shortcoming relating thereto.

These comments and recommendations are intended to improve the internal control over financial reporting or result
in operational efficiencies in the following areas:

1.

Unallowable Expenditures: The Department paid KSN $142,752 through Federally funded subawards
during the period July 1, 2023, through December 31, 2024. We questioned $142,274 of these payments
due to inadequate supporting documentation, costs charged to multiple grant awards, costs incurred prior
to and at the end of the period of performance, and apparently unnecessary and unreasonable costs.

Payments to the Executive Director: The Executive Director charged time to the Federally funded
subawards while working for an outside employer. Due to allegedly falsified timesheets, 1,308 hours that
he worked at the outside employment overlapped with hours reimbursed by the Department, resulting in an
apparent overpayment of $23,544. Additionally, the Executive Director received $48,622 for contracted
services as part of an American Rescue Plan Act (ARPA) grant through Lancaster County, of which $29,234
was for services that appear to have been performed by others.

Failure to Comply with IRS Regulations, State Regulations, and State Law: KSN was unable to provide
the two most recently filed annual Return of Organization Exempt from Income Tax — IRS Form 990s.
Additionally, the Department reimbursed KSN $127,494 for personnel costs; however, KSN did not file
either IRS Wage and Tax Statements — Form W-2s for its employees, or Miscellaneous Information — Form
1099-MISCs for its contractors, and it did not pay any payroll taxes to the IRS or State. Lastly, KSN did
not have a Nebraska Resale or Exempt Sale Certification — Form 13 on file. However, we noted that KSN
was reimbursed by the Department for 44 purchases from Amazon, totaling $5,046, on which no sales taxes
were paid.

Unusual Payments: We noted KSN was unable to provide adequate documentation to support a $99,870
loan to an individual, two $10,000 checks paid to individuals, and a cash withdrawal of $10,000 from a
KSN bank account. Additionally, based on Lancaster County records, the Executive Director was listed as
the owner of the Lincoln, NE, office; however, KSN paid $36,177 for the mortgage on the property.
Further, we noted that KSN paid $18,900 in transfers to an unknown PayPal account and made $14,649 of
electronic payments to Western Union during the period July 1, 2023, through December 31, 2024;
however, no information was provided to explain who received these funds or the purpose of the
expenditures.

Financial Management System: The Department did not obtain financial reports, general ledgers, or bank
statements as part of its subrecipient monitoring process. Additionally, the financial records provided by
KSN were incomplete and inaccurate.

Outstanding Checks: To support the reimbursement amounts paid by the Department to KSN for
subawards that ended on September 30, 2023, and September 30, 2024, KSN provided photocopies of 206
checks, totaling $142,853, paid to the Executive Director and other individuals. However, as of
January 31, 2025, only 146 checks, totaling $106,007, had cleared the bank accounts, and 64 of the 146
checks cleared after the Department paid KSN for the costs. Additionally, out of 60 outstanding checks,
51 checks, totaling $30,355, cleared the bank in April 2025, after we requested support from KSN for the
expenses.
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

SUMMARY OF COMMENTS
(Concluded)

More detailed information on the above items is provided hereinafter. It should be noted that this report is critical
in nature, containing only our comments and recommendations on the areas noted for improvement and does not
include our observations on any accounting strengths of the Department.

Draft copies of this report were furnished to the Department to provide its management with an opportunity to
review and to respond to the comments and recommendations contained herein. All formal responses received have
been incorporated into this report. Responses that indicate corrective action has been taken were not verified at this
time, but they will be verified in the next examination.



NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS

1. Unallowable Expenditures

The Nebraska Department of Health and Human Services (Department) paid The Karen Society of Nebraska, Inc.,
(KSN) $142,752 during the period July 1, 2023, through December 31, 2024. This included $102,752 of Federal
funds paid from the Refugee and Entrance Assistance Program (Refugee) and $40,000 paid with Federal funds from
the Preventive Health and Health Service Block Grant (PHHS).

The purpose of the Department’s Division of Children and Family Services Refugee Social Services, Refugee
Health Promotion Subawards (Refugee Subawards) was to “increase refugee health literacy; utilization of medical
and mental health services; and access to healthcare for new arrival refugees living in Nebraska,” and the purpose
of the Department’s Division of Public Health, Health Disparities and Health Equity Subawards (PHHS Subawards)
was “to promote the health and well-being of identified minority populations in Office of Health Disparities and
Health Equity (OHDHE) data reports and data using key strategies associated with the social determinants of health
(SDOH).”

We questioned $141,432 of the total amount paid to KSN by the Department, as we noted these costs were
inadequately supported, charged to multiple grant awards, incurred prior to the period of performance or at the end
of the period of performance, and apparently unnecessary and unreasonable.

Unsupported Personnel Costs

The subrecipient payments to KSN for the Refugee and PHHS Subawards included reimbursements for personnel
costs, totaling $127,494, during the period July 1, 2023, through December 31, 2024. KSN provided timesheets to
support these costs, which included dates, start and end times worked, and employees’ names and signatures. KSN
also provided pictures of checks written to individuals for the personnel costs and stated that they were contractors
and not employees. However, KSN could provide neither contractual agreements nor any other documentation that
described the services provided by the individuals, the dates or estimates of time required to complete the services,
or the rates of compensation. In addition, the timesheets provided did not contain detailed information on which of
the subawards the individuals worked on and instead listed only brief descriptions, such as “Health Promotion” or
“Meeting.” As a result, we were unable to determine how many hours, if any, the individuals worked on each of
the subawards.

Additionally, one of the proclaimed contractors, identified on documentation submitted to the Department for both
subawards as the “Coordinator,” was also the Executive Director of KSN. The Executive Director received a
monthly salary, was an authorized signer on the KSN checking accounts, and performed other regular duties on
behalf of KSN.

Per the Fact Sheet 13: Employee or Independent Contractor Classification Under the Fair Labor Standards Act
(FLSA) (Revised March 2024), issued by the Wage and Hour Division of the United States Department of Labor,
one of the factors to consider when determining if a worker is an employee or independent contractor, is:

[W]hether the work is critical, necessary, or central to the potential employer’s principal business, which indicates
employee status. Where the work performed by the worker is not critical, necessary, or central to the potential
employer’s principal business, this indicates independent contractor status. This factor does not depend on whether
any individual worker in particular is an integral part of the business, but rather whether the work they perform is an
integral part of the business.

The duties of the Executive Director would seem to have been “critical, necessary, and central” to KSN’s business,
which would indicate he was an employee, not an independent contractor as claimed.



NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

1. Unallowable Expenditures (Continued)

As an employee, the Executive Director was required to keep time records in accordance with Title 45 of the U.S.
Code of Federal Regulations (CFR) § 75.430(i)(1), including records that reflect the total activity for which he was
compensated, and support the distribution of his wages among the activities and Subawards he worked on.
However, the time records submitted to the Department for reimbursement reflected only the hours, dates, and times
he worked on a single Subaward.

Per 45 CFR § 75.352(d) (October 1, 2023) a pass-through entity must “Monitor the activities of the subrecipient as
necessary to ensure that the subaward is used for authorized purposes, in compliance with Federal statutes,
regulations, and the terms and conditions of the subaward; and that subaward performance goals are achieved.”

45 CFR § 75.302(a) (October 1, 2023) requires the Department to have accounting procedures sufficient to allow
for “the tracing of funds to a level of expenditures adequate to establish that such funds have been used according
to the Federal statutes, regulations, and the terms and conditions of the Federal award.”

45 CFR § 75.403 (October 1, 2023) requires costs to be reasonable, necessary, and adequately documented.

45 CFR § 75.430(i)(1) (October 1, 2023) states, in part, the following:

Charges to Federal awards for salaries and wages must be based on records that accurately reflect the work
performed. These records must:

(i) Be supported by a system of internal control which provides reasonable assurance that the charges are
accurate, allowable, and properly allocated;

(ii) Be incorporated into the official records of the non-Federal entity,

(iii) Reasonably reflect the total activity for which the emplovee is compensated by the non-Federal entity, not
exceeding 100% of compensated activities . . .

ks ck ook

(vii) Support the distribution of the employee’s salary or wages among specific activities or cost objectives if the
employee works on more than one Federal award; a Federal award and non-Federal award; an indirect cost
activity and a direct cost activity, two or more indirect activities which are allocated using different allocation
bases; or an unallowable activity and a direct or indirect cost activity.

(Emphasis added.) 45 CFR § 75.459 (October 1, 2023) states, in part, the following:

(a) Costs of professional and consultant services rendered by persons who are members of a particular profession or
possess a special skill, and who are not officers or employees of the non-Federal entity, are allowable, subject to
paragraphs (b) and (c) of this section when reasonable in relation to the services rendered and when not contingent
upon recovery of the costs from the Federal Government. In addition, legal and related services are limited under §
75.435.

(b) In determining the allowability of costs in a particular case, no single factor or any special combination of factors
is necessarily determinative. However, the following factors are relevant:

(1) The nature and scope of the service rendered in relation to the service required.



NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

1. Unallowable Expenditures (Continued)

(2) The necessity of contracting for the service, considering the non-Federal entity’s capability in the particular
area.

(3) The past pattern of such costs, particularly in the years prior to Federal awards.

(4) The impact of Federal awards on the non-Federal entity's business (i.e., what new problems have arisen).

(5) Whether the proportion of Federal work to the non-Federal entity's total business is such as to influence the
non-Federal entity in favor of incurring the cost, particularly where the services rendered are not of a continuing
nature and have little relationship to work under Federal awards.

(6) Whether the service can be performed more economically by direct employment rather than contracting.

(7) The qualifications of the individual or concern rendering the service and the customary fees charged,
especially on non-federally funded activities.

(8) Adequacy of the contractual agreement for the service (e.g., description of the service, estimate of time
required, rate of compensation, and termination provisions).

We noted also that KSN was paid $504 from both the PHHS and Refugee Subawards, for hours worked by the same
employee on the same dates, as shown in the table below:

Amount Charged to | Amount Charged to

Title Date Hours Worked PHHS Subawards Refugee Subawards
Executive Director | 5/26/23 | 8:00 AM to 4:00 PM | § 144 | $ 144
Camera 5/26/23 | 8:00 AM to 2:00 PM 108 108
Camera 8/11/23 | 8:00 AM to 2:00 PM 108 108
Executive Director | 9/18/23 | 8:00 AM to 4:00 PM 144 144
Totals | $ 504 | $ 504

45 CFR § 75.405(a)(1) (October 1, 2023) requires costs to be incurred specifically for the Federal award in order
to be considered allowable.

Additionally, 45 CFR § 75.403(f) (October 1, 2023) states that costs should “[n]ot be included as a cost or used to
meet cost sharing or matching requirements of any other federally-financed program in either the current or a prior
period.”

Additionally, we noted that the Department reimbursed KSN costs for services that occurred prior to the period of
performance of one of the PHHS Subawards. The PHHS Subaward had a period of performance from
March 1, 2023, to September 30, 2023, but KSN was reimbursed for 108 hours of service worked during the month
of February 2023, totaling $1,944.

45 CFR § 75.430(a) (October 1, 2023), states, in part, “Compensation for personal services includes all
remuneration, paid currently or accrued, for services of employees rendered during the period of performance under
the Federal award, including but not necessarily limited to wages and salaries.”




NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

1. Unallowable Expenditures (Continued)

(Emphasis added.) 45 CFR § 75.405(a) (October 1, 2023) states the following:

A cost is allocable to a particular Federal award or other cost objective if the goods or services involved are
chargeable or assignable to that Federal award or cost objective in accordance with relative benefits received. This
standard is met if the cost:

(1) Is incurred specifically for the Federal award;

(2) Benefits both the Federal award and other work of the non-Federal entity and can be distributed in
proportions that may be approximated using reasonable methods, and

(3) Is necessary to the overall operation of the non-Federal entity and is assignable in part to the Federal award
in accordance with the principles in this subpart.

Due to the issues noted above, we question all personnel costs paid to KSN by the Department, totaling $127,494,
during the period July 1, 2023, through December 31, 2024.

Printing and Cleaning Supplies

The Department reimbursed KSN in the amount of $7,155 for printing and cleaning supplies. However, we question
$6,677 of these costs because they were charged to multiple grant awards, incurred at the end of the period of
performance, inadequately supported, or apparently unreasonable or unnecessary.

Costs Charged to Multiple Grant Awards

In addition to the PHHS and Refugee Subawards that the Department awarded to KSN, we noted that Lancaster
County (County) paid American Rescue Plan Act (ARPA) grant funds, totaling $82,643, to KSN. The purpose of
those grant monies was to provide “funding for video equipment, contractual services costs, and administration
costs to help with prevention and educational presentations” during the period July 1, 2023, through December 31,
2024. However, we noted several printing supplies that were charged to multiple grant awards, including the PHHS
Subawards, Refugee Subawards, and to the County ARPA grant award, as shown in the table below:

Amount Amount

Charged Charged Amount

Order to PHHS to Refugee | Charged
Vendor Order Date Items Subawards | Subawards | to County
Amazon 112-9901275-3110648 7/10/24 | Toner Cartridge $ 94 1 § 94 1 $ 94
Amazon 112-9025849-0089861 9/6/23 Paper, Toner Cartridges 98 98 -
Amazon 112-7236183-7937011 9/6/23 Ink Cartridge 65 65 -
Amazon 112-8332924-2857046 9/6/23 Printer 679 679 -
Amazon 112-8960724-6349838 7/10/24 | Toner Cartridges 253 253 253
Amazon 112-1362509-3670658 9/3/24 Toner Cartridges 365 365 365
Amazon 112-1057972-3669849 9/3/24 Toner Cartridge 94 94 94
Amazon 112-5263796-1347460 7/10/24 | Toner Cartridge 122 122 122
Sam’s Club | 2040 06413 002 3663 7/9/24 Paper, Binder, Envelopes 74 - 74
Office Max | 165-2-7342-1053039-24.4.2 7/9/24 | Toner 291 - 291
Totals | § 21351 $ 1,770 | § 1,293

Because these costs were charged to multiple Subawards and the County, we question the entire $3,905 — $2,135
under the PHHS Subawards plus $1,770 under the Refugee Subawards — paid by the Department for those expenses.

-9.




NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

1. Unallowable Expenditures (Continued)

45 CFR § 75.405(a)(1) (October 1, 2023) requires costs to be incurred specifically for the Federal award in order
to be considered allowable.

Additionally, 45 CFR § 75.403(f) (October 1, 2023) states that costs should “[n]ot be included as a cost or used to
meet cost sharing or matching requirements of any other federally-financed program in either the current or a prior
period.”

Costs Incurred at the End of the Period of Performance

We noted also that KSN ordered a printer, printer ink, and a printer carrying case on September 28, 2024, for $413.
The Department reimbursed those costs under one of the PHHS Subawards on October 24, 2024. However, the
period of performance for the subaward ended on September 30, 2024, only two days after the order was placed.
Being unlikely that the purchase was incurred for that Federal award, the reimbursement would be unallowable per
42 CFR § 75.405(a)(1). Therefore, we question the entire $413 amount.

Inadequately Supported Costs

On August 2, 2024, the Department reimbursed KSN $1,412 for cleaning supplies under the Refugee Subawards,
which included $461 of supplies ordered on July 10, 2024. However, KSN failed to provide detailed support
showing what was purchased for $75 of the total order amount, so we question these costs.

45 CFR § 75.403(g) (October 1, 2023) requires costs to be adequately documented.

Unreasonable and Unnecessary Costs

Further, KSN had three separate office locations in Lincoln, Omaha, and Madison, Nebraska. The Department
authorized the cost of cleaning supplies to be reimbursed under the Refugee Subawards for use at training sessions
held at those locations. However, we noted $1,965 of the reimbursed cleaning supply costs did not appear
reasonable based on the number of locations and the number of supplies ordered, as shown in the table below:

Description Quantity Ordered Order Date | Amount

40, 4-packs 30 oz dish soap containers 4,800 oz of dish soap 4/30/24 $ 503
16, 12-packs dish washing sponges 192 dish washing sponges 4/30/24 197
5 broom and dustpan sets 5 broom and dustpan sets 7/10/24 75
9, 1000-packs trash bags 9,000 trash bags 7/10/24 311
2, 12-packs 10-gallon trash cans 24 trash cans 7/10/24 251
1, 9-pack kitchen sponges 9 kitchen sponges 8/27/24 14
10 sets of 3, 24 oz dish soap containers and 2 sponges | 720 oz of dish soap and 20 sponges 8/27/24 182
2, 6-pack dish sponges 12 dish sponges 8/27/24 24
4 dish brushes 4 dish brushes 8/27/24 40
10, 100-pack microfiber cleaning cloths 1,000 cleaning clothes 8/27/24 289
4, 6-packs 23 oz glass cleaner spray 552 oz glass cleaner 8/27/24 79

Total Unreasonable Cleaning Supply Purchases | § 1,965

Additionally, we noted $61 of supplies, shown in the table below, which were reimbursed by the Department under
the Refugee Subawards, appeared to be for personal use, as the purchases were for vehicle cleaning supplies:

Description Order Date | Amount
2, 18 oz containers of leather car seat cleaner 8/27/24 $ 34
1, 22 oz garage surface prep cleanser 8/27/24 20
1 carpet cleaning brush for car interior 8/27/24 7
Total | $ 61
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

1. Unallowable Expenditures (Continued)

Further, these vehicle cleaning supplies appear unreasonable based on the purpose of the subawards, which was to
provide refugee-related services.

Lastly, we noted that KSN ordered a pack of four toner cartridges, totaling $258, on July 9, 2023. These costs were
reimbursed by the Department under one of the PHHS Subawards on November 20, 2023. However, the PHHS
Subaward project narrative and budget indicated that printing costs would be charged to the subaward on a per-
page basis, not for the full cost of KSN’s printer ink.

45 CFR § 75.403 (October 1, 2023) requires costs to be reasonable, necessary, and adequately documented.

Translation Costs

Per the terms of the PHHS Subawards, KSN was to translate a total of 12 health information booklets to be
distributed in print. At the time of reimbursement, KSN provided lists showing a total of 58 translations to
substantiate the reimbursed costs. These lists contained only a description of the translations and the number of
words translated. The Department did not obtain or request support for the costs, including copies of the translated
material, before reimbursing KSN a total of $3,364; therefore, we question the total amount reimbursed.

The following additional issues with the translations were noted:

e Numerous translations could not be located, leading us to question the usefulness of publications that appear
not to have been readily available to the refugees for whom they were supposedly prepared.

e For 2 of the 58 translations, we noted discrepancies between the number of words found in the online
versions and the number for which KSN was reimbursed, as shown in the table below:

Words Amount Words per Online
Description Date Reimbursed | Reimbursed Translation Overpayment
Prepare for a hurricane or tropical storm | 10/24/24 111 $ 31 106 $
Stay safe in the heat 10/24/24 81 23 48
Totals 192 $ 54 154 $

Further, the cost of translating one of the publications at issue, “Prepare for a hurricane or tropical storm,”
appears neither reasonable nor necessary for refugees living in Nebraska — a midwestern state that, thus far
at least, has managed, if only narrowly, to avoid both types of natural phenomena.

These two translations were found on the following websites:

o http://www.karenksn.org/health_translation/prepare-for-a-hurricane-or-tropical-storm/prepare-for-
a-hurricane-or-tropical-storm.html;

o https://www.facebook.com/photo/?fbid=757914143117765&set=pcb.757914206451092.

e Based on the description of the translation and the number of words reimbursed, 4 of the 58 translations
charged to the PHHS Subawards were also charged to the County, as follows:
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS

(Continued)
1. Unallowable Expenditures (Continued)
PHHS
Number | Subawards | County
Description of Words Amount Amount | Total
Helping Someone Quit Smoking Hints for friends and family 225 $ 63| 8 63 | $§ 126
Men’s Health Month Focusing on Tobacco-Related Health Risks in Men 303 85 85 170
Salmonella Outbreak 196 55 55 110
Suicide is preventable 126 35 35 70
Totals 850 $ 238 | $ 238 | $ 476

45 CFR § 75.403 (October 1, 2023) requires costs to be reasonable, necessary, and adequately documented.

45 CFR § 75.405(a)(1) (October 1, 2023) requires costs to be incurred specifically for the Federal award in order
to be considered allowable.

Additionally, 45 CFR § 75.403(f) (October 1, 2023) states that costs should “[n]ot be included as a cost or used to
meet cost sharing or matching requirements of any other federally-financed program in either the current or a prior
period.”

Travel and Training Costs

KSN was reimbursed $2,739, from both the Refugee and PHHS Subawards, for travel costs during the period
July 1, 2023, through December 31, 2024. Based on the documentation provided, the reimbursed travel costs were
often for trips taken to locations other than the three KSN offices, and the purpose of the travel was listed as “Health
Promotion.” Because no other documentation was provided to support that the reimbursed travel costs were
reasonable, necessary, or allocable to the subawards, we question the $2,739 payment.

Furthermore, we noted that the travel costs included mileage reimbursements for trips taken by KSN personnel on
days for which no hours were recorded to the subawards on their timesheets.

The Department also reimbursed KSN a total of $2,000 under the PHHS Subawards for cost associated with training
students in nine face-to-face classes. The supporting documentation provided for these costs included timesheets
signed by the trainer; however, no other documentation, such as sign-in sheets signed by attendees, was offered to
verify that any students attended the classes. Therefore, we question the $2,000 payment from the Department.

45 CFR § 75.403 (October 1, 2023) requires costs to be reasonable, necessary, and adequately documented.

Department Review

On April 7, 2025, we notified the Department of our intention to conduct an examination of payments to KSN.
Three days later, on April 10, 2025, we requested any available documentation pertinent to that audit work. On
April 16, 2025, the Deputy Director of Finance and Operations for the Public Health Division provided the
information that the Department had on hand, stating the following:

We have identified a number of gaps when reviewing these prior agreements that we are looking to address with the
current agreement with KSN. I expect we’ll be issuing a request for corrective action shortly. . . .

Despite sending a letter (see Exhibit A herein) on May 6, 2025, requiring KSN to “fully implement all corrective
actions and submit final documentation to DHHS [the Department] by October 31, 2025,” the Department has not
requested any repayment of Refugee or PHHS Subawards funds.

-12 -



NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

1. Unallowable Expenditures (Concluded)

Subrecipient monitoring should be conducted in a timely manner to reduce the risk for misuse of Federal funds.
The period of performance for the PHHS and Refugee Subawards ended on September 20, 2023, and
September 30, 2024. Had the Department performed timely and adequate subrecipient monitoring for the
subawards that ended in Federal fiscal year 2023, some of the issues noted in Federal fiscal year 2024 might have
been prevented.

A proper system of internal controls requires procedures to ensure that subrecipient monitoring procedures are both
adequate and performed timely to ensure all Federal costs paid by the Department are in accordance with Federal
regulations and subaward agreements.

Without such procedures, there is an increased risk for the misuse of Federal funds, noncompliance with Federal
regulations, and Federal questioned costs.

We recommend the Department strengthen its subrecipient monitoring procedures
to ensure both the allowability of costs and adherence to Federal regulations and
subaward agreements. In addition to adequate and timely monitoring, there should
be a proper coordination between Department divisions when multiple subawards
are awarded to the same subrecipient. We further recommend the Department
review the questioned costs and seek repayment as necessary.

DHHS’ Response: DHHS agrees that KSN’s documentation and charging practices were deficient and that DHHS
must ensure costs are allowable, reasonable, and adequately documented before reimbursement. Going forward,
we are strengthening front-end expectations and desk-review controls. DHHS has also recently revised and
implemented changes to monitoring through the creation of the Subrecipient Monitoring Procedures Manual. This
manual was created and implemented after the period of performance for the contract with the Karen Society.
These process changes address the concerns outlined. DHHS will review the identified expenditures and determine
an appropriate recoupment based on our review of the documentation.

2. Pavments to the Executive Director

The Executive Director of KSN worked as the coordinator for both the Refugee and PHHS Subawards and was
reimbursed by the Department for his services from July 1, 2023, through December 31, 2024. During this time,
he also received a salary of $1,675 per month from KSN.

The following table categorizes payments to the Director that cleared KSN’s bank accounts during the period July
1, 2023, through December 31, 2024, based on check memos and other observations:

Description Amount
Monthly Salary $ 31,825
Coordinator Service Reimbursements from Department Subawards 23,040
Supplies and Travel Reimbursements from Department Subawards 5,765
Service Reimbursements from County ARPA Grant 19,388
Reimbursements for Services Provided by Others from County ARPA Grant 29,234
Supplies Reimbursement from County ARPA grant 3,139
Other Travel Reimbursements 7,804
Other Reimbursements 11,911
Gifts 1,025
Other Payments 34,424
Total $ 167,555
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

2. Payments to the Executive Director (Continued)

We obtained documentation to support the amount reimbursed by Lancaster County for the ARPA Grant, which
included listings of individuals who conducted presentations, performed video editing, and completed translations.
When comparing the documentation to the bank statements, we noticed numerous payments, totaling $29,234,
issued to the Executive Director for services that appear to have been completed by others.

Additionally, the Executive Director was paid $28,619 for supplies and travel costs. The Executive Director stated
that KSN had no credit cards, so he used his personal credit card to make purchases and then requested
reimbursement for the costs “to keep accounting simple.” However, we noted 10 checks, totaling $14,168, that
were written and signed by the Executive Director, one unsigned check written to the Executive Director on
September 28, 2023, and other checks that were not signed by the authorized signer of the bank accounts.

We requested the Board of Directors meeting minutes to confirm whether the amounts paid to the Executive
Director, including his monthly salary, were approved by that governing body; however, no response or
documentation was provided.

Further, we discovered that the Executive Director had full-time employment with a company that provided
technology managed services during the audit period. We obtained timesheets from the company and compared
the hours worked there to those reimbursed by the Department. As a result, we noted that 1,308 hours worked at
the company were reimbursed by the Department in the amount of $23,544.

The overlapping hours at issue, along with the Department reimbursements for them, are summarized below:

Department Days Hours Amount
Payment Time Period Overlapping | Overlapping | Reimbursed

Refugee, Q3, 2023 April — June, 2023 31 197 $ 3,546
Refugee, Q4, 2023 July — September, 2023 29 192 3,456
Refugee, Q1, 2024 October — December, 2023 20 131 2,358
Refugee, Q2, 2024 January — March, 2024 20 134 2,412
Refugee, Q3, 2024 April — June, 2024 21 138 2,484
Refugee, Q4, 2024 July — September, 2024 23 155 2,790
PHHS 2023 March — September, 2023 21 144 2,592
PHHS 2024 January — September, 2024 31 217 3,906
Totals 196 1,308 $ 23,544

Included in the overlapping hours detailed above are two days that the Executive Director worked for the company
and was also reimbursed for services under both the Refugee and the PHHS Subawards, based on timesheets that
he submitted to the Department.

Excerpts from both the timesheets obtained from the company and the timesheets that the Executive Director
submitted to the Department are shown below:

Timesheets provided by the company:

FIRST_NAME | LAST_NAME |WEEKLY_START |WEEKLY_STOP | TIMECARD_DATE | HOURS
09/17/2023 09/23/2023 |09/18/2023

START_TIME STOP_TIME COUNTRY
09/18/2023 08:00]09/18/2023 12:00{US

4

Knyawhtoo

09/17/2023 09/23/2023 |09/18/2023

kS

09/18/2023 13:00]09/18/2023 17:00|US

Knyawhtoo

______ s aa__ lamieminnns Anies innnn
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

2. Payments to the Executive Director (Continued)

Timesheets provided by the Department for the Refugee Subawards:

Karen Society of Nebraska
Timesheet

Time Period: _09_/_01 /2023 to__09__/_30_/__2023_

1 9/4/23 |Health Promotion 8:00 AM 4:00 PM 8
2| 9/5/23 |Health Promotion 8:00 AM| 4:00 PM 8
3 9/6/23|Health Promotion 8:00 AM| 4:00 PM 8
4 9/11/23 [Health Promotion 8:00 AM 4:00 PM 8
5| 9/12/23 [Health Promotion 8:00 AM 4:00 PM 8
[3 9/13/23 |mealth Promotion 8:00 AM] 4:00 PM 8
7| 9/18/23|Health Promotion 8:00 AM| 4:00 PM 8
8| 9/19/23|Mealth Promotion 8:00 AM| 4:00 PM 8
9| 9/20/23|Health Promotion 8:00 AM| 4:00 PM 8
10 9/25/23|Health Promotion 8:00 AM| 4:00 PM 8
11} 9/26/23 [Health Promotion 8:00 AM 4:00 PM 8
12 9/27/23|Health Promotion 9:00 AM| 12:00 PM 3
Total Hrs: 91

Hours Rate: $ 18

Total Pay: § 1,638

Employee Name:  James Knyawhtoo

Employee Signature Date 10/1/2023

Treasure Signature: Date 10/5/2023

Timesheets provided by the Department for the PHHS Subawards:

Karen Society of Nebraska
Timesheet

Time Period: _09_/_01/2023 to__09_/_20/__2023_

1 9/8/23|Health Promotion 8:00 AM 4:00 PM 8]
2 9/9/23|Health Promotion 8:00 AM 4:00 PM 8
3 9/10/23| Health Promotion 8:00 AM 4:00 PM 8]
3 9/15/23| Health Promation 8:00 AM 4:00 PM 8
4 9/16/23| Health Promotion 8:00 AM 4:00 PM 8
5 3/18/23| Health Promotion 8:00 AM 4:00 PM 8|

Total Hrs: 48

Hours Rate: _$ 18
Total Pay: $ 864

Employee Name:  James Knyawhtoo
Employee Signature: Date: 9/30/2023
Treasure Signature: Date: 9/30/2023

Even if not expected to be aware of a subrecipient’s outside employment, the Department is required by 45 CFR §
75.302(b) to safeguard adequately all assets and ensure that they are used solely for authorized purposes. The
Department should have required KSN to provide additional documentation to support what services were actually
performed by the Executive Director for each Subaward, as required by 45 CFR § 75.430(i)(1). Had this
documentation been requested, the Department might have noticed the discrepancies in the timesheets and denied
the payments.
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

2. Payments to the Executive Director (Continued)

While the Executive Director acknowledged that KSN’s record keeping could be improved, we consider this beyond
the scope of poor record keeping. The timesheets provided to the Department and County appear to have been
falsified, as the Executive Director could not have been working full-time at a company and performing duties for
the Refugee and PHHS Subawards during the same hours.

45 CFR § 75.430(i)(1) (October 1, 2024) states, in part, the following:

Charges to Federal awards for salaries and wages must be based on records that accurately reflect the work
performed. These records must:

(i) Be supported by a system of internal control which provides reasonable assurance that the charges are
accurate, allowable, and properly allocated;

(ii) Be incorporated into the official records of the non-Federal entity,

(iii) Reasonably reflect the total activity for which the employee is compensated by the non-Federal entity, not
exceeding 100% of compensated activities . . .

% sk ok ok

(vii) Support the distribution of the employee’s salary or wages among specific activities or cost objectives if the
employee works on more than one Federal award; a Federal award and non-Federal award; an indirect cost
activity and a direct cost activity, two or more indirect activities which are allocated using different allocation
bases; or an unallowable activity and a direct or indirect cost activity.

45 CFR § 75.403 (October 1, 2023) requires costs to be reasonable, necessary, and adequately documented.

45 CFR § 75.405(a)(1) (October 1, 2023) requires costs to be incurred specifically for the Federal award in order
to be considered allowable.

Additionally, 45 CFR § 75.403(f) (October 1, 2023), states that costs should “[n]ot be included as a cost or used to
meet cost sharing or matching requirements of any other federally-financed program in either the current or a prior
period.”

A proper system of internal controls requires procedures to ensure that subrecipients are following subaward terms
and Federal regulations, including ensuring costs are adequately supported, reasonable, necessary, allowable, and
not included as a cost of any other federally-financed program.

Without such procedures, there is an increased risk for the misuse of Federal funds and noncompliance with Federal
regulations.

We recommend the Department strengthen its subrecipient monitoring
procedures to ensure both the allowability of costs and adherence to Federal
regulations and subaward agreements. In addition to adequate and timely
monitoring, there should be a proper coordination between Department divisions
when multiple subawards are awarded to the same subrecipient. We further
recommend the Department review the questioned costs and not only seek
repayment as necessary but also determine if any sanctions against KSN are
warranted. Due to the seriousness of the issues addressed in this comment,
including indications of possible fraud and theft of public funds, the information
presented herein is being forwarded to the Nebraska Attorney General for further
review.
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

2. Payments to the Executive Director (Concluded)

DHHS’ Response: DHHS agrees the overlaps and apparent falsification described are serious. Qur recently
revised procedures now require stronger substantiation for high-risk personnel charges (e.g., contemporaneous
time distribution to specific cost objectives; supervisory certification; and, when indicated by risk, corroborating
artifacts). DHHS will review the identified expenditures and determine an appropriate recoupment based on our
review of the documentation.

3. Failure To Comply with IRS Regulations, State Regulations, and State Law

Organizations can confirm their tax-exempt status by requesting an affirmation letter from the U.S. Department of
the Treasury Internal Revenue Service (IRS). KSN, which is a non-profit corporation, provided the affirmation
letter, dated September 30, 2011, which stated that KSN was exempt from Federal income taxes under Internal
Revenue Code Section (Code) 501(c)(3). The letter said also that, as a public charity, KSN could receive
contributions, which would be deductible under Section 170 of the Code. However, during our examination, KSN
was unable to provide support for numerous required filings and records, as explained in further detail below.

Unfiled IRS Forms

KSN was unable to provide the two most recently filed annual Return of Organization Exempt from Income Tax —
IRS Form 990s (Form 990). A search of the IRS’s website (https://www.irs.gov/), revealed that KSN has not filed
a Form 990 since tax year 2021, which was when a Form 990-N (or “e-Postcard,” a simplified version of the
standard Form 990, designed for organizations with annual gross receipts normally of $50,000 or less) was filed.

Title 26, Internal Revenue Code, of the United States Code (U.S.C.) § 6033(b) (2025) states, in relevant part, the
following:

Every organization described in section 501(c)(3) which is subject to the requirements of subsection (a) shall furnish
annually information, at such time and in such manner as the Secretary may by forms or regulations prescribe, setting
forth-

(1) its gross income for the year,

(2) its expenses attributable to such income and incurred within the year,

(3) its disbursements within the year for the purposes for which it is exempt,

(4) a balance sheet showing its assets, liabilities, and net worth as of the beginning of such year,

(5) the total of the contributions and gifts received by it during the year, and the names and addresses of all
substantial contributors,

(6) the names and addresses of its foundation managers (within the meaning of section 4946(b)(1)) and highly
compensated employees,

(7) the compensation and other payments made during the year to each individual described in paragraph (6)
Additionally, IRS Publication 4839 explains the following consequence of not filing a Form 990:

The tax-exempt status of an organization that does not file a required return or notice for three consecutive years will
be automatically revoked as of the due date of the third unfiled return. Revoked organizations must file Form 1120,
U.S. Corporation Income Tax Return, or a Form 1041, U.S. Income Tax Return for Estates and Trusts, and may need
to pay income taxes.
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

3. Failure To Comply with IRS Regulations, Nebraska Regulations, and State Law (Continued)

During the period July 1, 2023, through December 31, 2024, the Department paid Federal funds, totaling $142,752,
to KSN, which included $127,494 for personnel costs. KSN claimed to have no employees, only contractors.

However, KSN filed neither annual IRS Wage and Tax Statements — Form W-2 (Form W-2s) for what appeared to
be its employees nor Miscellaneous Information — Form 1099-MISC (Form 1099s) for its contractors.

Additionally, KSN paid no payroll taxes to either the Nebraska Department of Revenue or the U.S. Department of
the Treasury.

Ten workers in tax year 2023 and eight in tax year 2024 should have received a Form 1099 from KSN if, as claimed,
they were contractors of the organization. Furthermore, the Executive Director, who does not appear to have been
a contractor (see Comment Number 1 — “Unallowable Expenditures” herein), should have received a Form W-
2 for both tax year 2023 and 2024.

Title 26 U.S.C. § 6041(a) (2025) states, in relevant part, the following:

All persons engaged in a trade or business and making payment in the course of such trade or business to another
person, of rent, salaries, wages, premiums, annuities, compensations, remunerations, emoluments, or other fixed or
determinable gains, profits, and income . . . of 82,000 or more in any calendar year, . . . shall render a true and
accurate return to the Secretary, under such regulations and in such form and manner and to such extent as may be
prescribed by the Secretary, setting forth the amount of such gains, profits, and income (including a separate
accounting of any such amounts reasonably designated as cash tips and the occupation described in section 224(d)(1)
of the person receiving such tips and a separate accounting of any amount of qualified overtime compensation (as
defined in section 225(c))), and the name and address of the recipient of such payment.

(Emphasis added.) Title 26 U.S.C. § 6041(d) (2025) adds the following:

Every person required to make a return under subsection (a) shall furnish to each person with respect to whom such
a return is required a written statement showing—

(1) the name, address, and phone number of the information contact of the person required to make such return,
(2) the aggregate amount of payments to the person required to be shown on the return,

(3) in the case of compensation to non-employees, the portion of payments that have been reasonably designated
as cash tips and the occupation described in section 224(d)(1) of the person receiving such tips, and

(4) the portion of payments that are qualified overtime compensation (as defined in section 225(c)).

The written statement required under the preceding sentence shall be furnished to the person on or before January 31
of the year following the calendar year for which the return under subsection (a) was required to be made. To the
extent provided in regulations prescribed by the Secretary, this subsection shall also apply to persons required to
make returns under subsection (b).

The Department performed a review of payments made to KSN under the PHHS Block Grant and Refugee
Assistance Programs during the period July 1, 2023, through January 31, 2025, and issued a Corrective Action Plan
on May 6, 2025 (see Exhibit A — “DHHS Corrective Action Plan” herein). According to that document, “KSN
failed to provide a general ledger, IRS Form 990 filings, and contractor 1099s, indicating insufficient record
retention and financial controls.”
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PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

3. Failure To Comply with IRS Regulations, Nebraska Regulations, and State Law (Continued)

The Corrective Action Plan stated also that KSN must “[d]evelop and adopt formal financial recordkeeping
policies,” and, “[e]nsure these policies include procedures for maintaining ledgers, issuing IRS filings and 1099s,
and retaining records per 2 CFR 200.334.” However, the Department did not require KSN to implement fully all
corrective actions related to its findings or submit final documentation of such implementation until
October 31, 2025.

Nebraska Sales Tax Form 13

We noted also that KSN did not have a Nebraska Resale or Exempt Sale Certification — Form 13 (Form 13) on file.
Nevertheless, the Department reimbursed KSN for 44 Amazon purchases, totaling $5,046, for which no sales taxes
were paid. The purchases were made on the Executive Director’s personal credit card and, therefore, would not be
exempt from sales tax, even if KSN had an approved sales tax exemption.

Additionally, most non-profit organizations are not exempt from paying sales and use tax. Title 316 of the Nebraska
Administrative Code (NAC) 1-090.01, promulgated by the Nebraska Department of Revenue, states the following,
in relevant part:

The fact that an organization is nonprofit does not, by itself, entitle the organization to an exemption from payment of
sales and use tax on its purchases. Some nonprofit organizations are exempt from payment of the Nebraska sales and
use tax on purchases to the extent described in subsections 090.024 through 090.04B of this regulation. Purchases
made by these organizations are exempt only after the organization has applied for and received a Nebraska Exempt
Organization Certificate of Exemption from the Nebraska Department of Revenue (Department).

(Emphasis added.) Further, 316 NAC 1-090.07 says, “Only the nonprofit organization that has been issued a
Nebraska Exempt Organization Certificate of Exemption may make purchases to be used by and for the purposes
of the nonprofit organization without payment of sales or use tax.”

Lacking a Nebraska Exempt Organization Certificate of Exemption, KSN was required to pay State sales tax on
all purchases.

Title 316 NAC 1-090.11 adds the following:

Purchases by employees or members of the nonprofit organization using their own funds are subject to sales or use
tax, even if the purchases are made on behalf of the nonprofit organization, and even if the organization will be
reimbursing the employees or members for expenses incurred, including purchases of prepared food and lodging.

Lack of Board of Directors Meeting Minutes
Neb. Rev. Stat. § 21-2,221(a) (Reissue 2022) provides the following:

A corporation shall keep as permanent records minutes of all meetings of its shareholders and board of directors, a
record of all actions taken by the shareholders or board of directors without a meeting, and a record of all actions
taken by a committee of the board of directors in place of the board of directors on behalf of the corporation.

During our examination, we requested KSN’s Board of Directors meeting minutes from the Executive Director.

However, no minutes were provided, and the Executive Director stopped responding to our requests for information.
We tried to access the minutes on KSN’s website (https://www.karenksn.org/), but none were available.
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COMMENTS AND RECOMMENDATIONS
(Continued)

3. Failure To Comply with IRS Regulations, Nebraska Regulations, and State Law (Concluded)

Failure to Provide Access to Records

We first requested supporting documentation from KSN’s Executive Director on May 7, 2025, with a due date of
May 16, 2025, seven business days later. The request asked for the following documents: 1) copies of general
ledgers used to track funds received and disbursed for the period October 1, 2022, to December 31, 2024; 2)
information on KSN’s office locations; 3) details regarding the resources provided to refugees; 4) copies of the
Nebraska Resale or Exempt Sale Certification — Form 13; and 5) bank statements. The Executive Director
responded with the requested documentation on May 19, 2025, one business day after it was due.

We sent a second request for information on June 18, 2025, with a due date of June 25, 2025, four business days
later. On the due date, the Executive Director acknowledged that he received the request and asked for an extension.
We set a new due date of July 1, 2025, eight business days after the original request. On July 7, 2025, when no
further communication had been received, we emailed the Executive Director again and asked him to provide us by
the end of that day with any available documentation or explain why the information sought was unavailable. We
received no response, however.

Title 45 CFR § 75.364(a) (October 1, 2023) states, in part, the following:

The HHS awarding agency, Inspectors General, the Comptroller General of the United States, and the pass-through
entity, or any of their authorized representatives, must have the right of access to any documents, papers, or other
records of the non-Federal entity which are pertinent to the Federal award, in order to make audits, examinations,
excerpts, and transcripts. The right also includes timely and reasonable access to the non-Federal entity’s personnel
for the purpose of interview and discussion related to such documents.

Additionally, Title 45 CFR § 75.352(a)(5) (October 1, 2023) requires subawards to subrecipients to include a
“requirement that the subrecipient permit the pass-through entity and auditors to have access to the subrecipient's
records and financial statements as necessary for the pass-through entity to meet the requirements of this part[.]”

A proper system of internal controls requires procedures to ensure that subrecipients comply with both applicable
IRS regulations and State statutes and administrative regulations.

Without such procedures, there is an increased risk for not only violations of IRS regulations and State statutes and
administrative regulations but also loss or misuse of Federal funds.

We recommend the Department strengthen its procedures for ensuring
subrecipients comply with both applicable IRS regulations and State statutes and
administrative regulations. Due to the seriousness of the issues addressed in this
comment, including indications of possible tax fraud, the information presented
herein is being forwarded to the Nebraska Attorney General for further review.

DHHS'’ Response: DHHS agrees that KSN failed to meet tax/reporting obligations. As pass-through, DHHS will
implement changes to the agreement process for IRS related documentation to ensure compliance with these
requirements. The subrecipient is responsible for compliance with applicable law and is an independent entity;
our role is to assess risk and impose remedies when requirements are unmet.

4. Unusual Payments

During our review of KSN’s bank account statements and general ledgers, we noted the following unusual
payments:
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4. Unusual Payments (Continued)

Loan Payments Made to an Individual

During review of the Omaha checking account, we noted monthly checks going to an individual for what was
labeled a “loan payment.” The recipient, who appears to reside in Omaha, received 14 payments, totaling $99,870,
during the period July 1, 2023, through December 31, 2024.

The loan payments appear to have been related to the purchase of the Omaha office location. According to title
documentation provided by KSN, the property was purchased from a different individual on June 16, 2023, for
$265,000. A $68,282 down payment was made on June 15, 2023, based on the general ledger. All subsequent
payments, which appear to have been related to the purchase of the property, were made directly to the Omaha
recipient.

On June 18, 2025, we requested documentation — such as a contract, loan agreement, or payment plan — from KSN
to support the loan payments to the recipient. Because KSN did not provide any information regarding the loan,
however, we were unable to confirm the purpose of the loan payments.

We noted also that the recipient of the loan payments was a member of AB Reality, LLC. This company owned
the property located at 3341 Lake Street in Omaha, Nebraska, known as the “Yale Park Apartments.” The City of
Omabha closed the apartment complex on September 20, 2018, displacing all residents who lived there. Most of
those former residents were refugees from Myanmar, raising further questions about why KSN would be paying
this individual for a loan.

Unsupported $10,000 Payments
During review of the KSN bank activity, we noted the following:

e On December 2, 2023, a $10,000 payment was issued to an individual from one of KSN’s four Lincoln
checking accounts. Although recorded in the general ledger as a mortgage payment, such disbursements
for the Lincoln office were paid electronically each month to US Bank Home Mortgage. Therefore, it
appears unlikely that the $10,000 expenditure was actually a mortgage payment. We requested supporting
documentation for this expense on June 18, 2025, but no documentation or explanation was provided.

e On October 4, 2024, a $10,000 deposit was made to the Omaha checking account. The copy of the
deposited check designated it as a donation for education. The check was endorsed by the former KSN
Board Treasurer, who withdrew the full amount on the same day. We noted also that another $1,000
donation was deposited on November 6, 2024, and withdrawn on November 26, 2024, by the same person.
Because both withdrawals, totaling $11,000, were received in cash, it is unclear how those funds were
spent. On June 18, 2025, we asked for documentation to support the purpose of the withdrawals and the
disposition of those monies; however, KSN failed to provide the requested information.

e A $10,000 check was issued to the Lincoln Office Coordinator on October 31, 2024, from another of KSN’s
four Lincoln checking accounts; however, the check’s memo line does not indicate the purpose of the
payment. Additionally, a $5,000 check was paid to the same employee on November 19, 2023, with the
memo line stating, “For New year in 2024.” On June 18, 2025, we requested supporting documentation for
the payments; however, no documentation or explanation was provided.

Lincoln 1021 D Street Office Ownership

During the period July 1, 2023, through December 31, 2024, we noted that KSN made 18 payments, totaling
$36,177, from one of KSN’s four Lincoln checking accounts for the Lincoln office’s mortgage. The KSN website
(https://www .karenksn.org/) says the following regarding that office:
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PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

COMMENTS AND RECOMMENDATIONS
(Continued)

4. Unusual Payments (Continued)

In 2021, KSN relocated to 1021 D Street, Lincoln, NE 68502, with the landlord donating the space while KSN managed
utility costs. A year later, the landlord transferred ownership of the property to KSN.

Per the Lancaster County Assessor’s website, the Executive Director purchased the property on June 1, 2022, for
$220,000 — but in his own name, as opposed to that of KSN. On May 7, 2025, we requested additional information
regarding the Lincoln office location, and on May 19, 2025, the Executive Director provided a purchase agreement
for the property and the following explanation:

[T]he community purchased the current building in 2021 to ensure long-term stability. The office is staffed by
volunteers and used for meetings and educational services. Loan and utility costs are funded through community
donations.

The Residential Purchase Agreement provided by KSN shows a purchase price of $229,000, with a closing date of
May 26, 2022, and the seller donating $9,000 after the sale was complete. Per that document, the agreement was
contingent upon 5.375% financing in the amount of $130,000. The Executive Director signed the agreement as the
buyer on April 28, 2022, but the space for the seller’s signature was blank. Since the agreement was not signed by
the seller, we requested documentation, such as a mortgage statement, to support the monthly payments; however,
the requested documentation was not provided. It is unclear why the property in Lincoln is listed under the
Executive Director’s name, but the mortgage payments appear to be made by KSN.

PayPal and Western Union Transactions
During review of the Lincoln checking account in which the Department payments were deposited, we noted several
electronic payments made through PayPal and Western Union.

Transfers totaling $18,900 were made to an unknown PayPal account. Additionally, several of the PayPal electronic
payments were going through Alipay, which is a third-party mobile and online payment platform established in
China. These Alipay electronic payments ranged from $77 to $1,678.

We noted also 31 Western Union electronic payments, totaling $14,649, during the period. However, no additional
information was provided about who received the funds or the purpose of the expenses. The Western Union
electronic payments ranged from $81 to $1,175. Included in the Western Union transactions were seven monthly
payments in the amount of $311 each, totaling $2,177, and five monthly payments in the amount of $411 each,
totaling $2,055.

On June 18, 2025, we requested supporting documentation for three of these PayPal transactions and two of the
Western Union transactions. However, no documentation or explanation was provided. Additionally, KSN did not
provide a general ledger for this bank account; therefore, we were unable to determine the purpose of the
transactions.

45 CFR § 75.302 (October 1, 2023) states, in part, the following:
(b) The financial management system of each non-Federal entity must provide for the following . . . :
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(4) Effective control over, and accountability for, all funds, property, and other assets. The non-Federal entity
must adequately safeguard all assets and assure that they are used solely for authorized purposes

A proper system of internal controls requires procedures to ensure subrecipients’ financial management systems
comply with Federal regulations.
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4. Unusual Payments (Concluded)

Without such procedures, there is an increased risk for the misuse of Federal funds.

We recommend the Department strengthen its procedures for ensuring that
subrecipients comply with Federal regulations.

DHHS’ Response: DHHS agrees that KSN’s documentation and charging practices were deficient and that DHHS
must ensure costs are allowable, reasonable, and adequately documented before reimbursement. Going forward,
we are strengthening front-end expectations and desk-review controls. DHHS has also recently revised and
implemented changes to monitoring through the creation of the Subrecipient Monitoring Procedures Manual. This
manual was created and implemented after the period of performance for the contract with the Karen Society.
These process changes address the concerns outlined. DHHS will review the identified expenditures and determine
an appropriate recoupment based on our review of the documentation.

5. Lack of Financial Management System

KSN did not provide the Department with financial reports, general ledgers, or bank statements as part of its
subrecipient monitoring process. Therefore, we obtained all bank statements under KSN’s Federal Tax
Identification Number (FTIN) with front and back check images for the period of July 1, 2023, to January 31, 2025.

KSN maintained six business checking bank accounts during the period, including a bank account for each of the
two offices in Omaha and Madison, Nebraska, and four bank accounts for the office in Lincoln, Nebraska. The
Federal funds paid by the Department were deposited into Lincoln Checking Account 1, and the majority of these
funds were then transferred to Lincoln Checking Account 2. We noted that other public funds were deposited into
all four Lincoln checking accounts. We requested general ledgers for the period October 1, 2022, through
December 31, 2024, due to the co-mingling of public and non-public funds. The Executive Director provided four
general leaders.

Based on our review of the general ledgers, KSN neither maintained complete and accurate accounting record nor
reconciled its financial activity to the bank accounts. We noted the following issues with the general ledgers
provided:

Lincoln General Ledgers

KSN provided a general ledger in Excel format for the 2023 and 2024 calendar years. Based on the activity
recorded, the general ledger appears to have been for Lincoln Checking Account 3. No funds paid by the
Department were deposited into this account; however, other public funds were deposited there, including public
funds from Lancaster County and the City of Lincoln.

The majority of revenue and expenses were recorded when the amounts were posted to the bank account, not when
the revenue was received or checks were written. We noted also that not all of the bank activity was recorded on
the general ledger. The general ledger included payments for monthly utilities for the Lincoln office and mortgage
payments. Checks issued for what appear to have been personnel costs were not recorded on the general ledger.
Additionally, we noted that a monthly mortgage payment was recorded on the general ledger as $15,079, but the
actual payment from the bank account was $1,508.

The following table shows both the errors noted and the activity not recorded on the general ledgers for Lincoln
Checking Account 3:
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(Continued)
5. Lack of Financial Management System (Continued)
Description of Issue Amount
2023 Deposits not Recorded on GL $ 34367
2023 Expenses not Recorded on GL 31,926
2024 Deposits not Recorded on GL 18,860
2024 Expenses not Recorded on GL 29,309
Mortgage Recording Error 13,571
Miscellaneous Errors 118
Total Errors $ 128,151

Due to all of these issues, we were unable to reconcile the general ledger balance of $49,473 to the bank balance of
$60,044 as of December 31, 2024.

KSN also provided a “KSN Board Federal FY 23,” and “KSN Board FY 24” general ledger in Excel format, which
appeared to be the general ledger for Lincoln Checking Account 2. These general ledgers contained primarily the
activity for the Refugee and PHHS Subawards.

Almost all checks issued for costs charged to the Subawards were paid from Lincoln Checking Account 2. This
bank account included some non-grant related activity, but most of the checks were issued to the Executive Director.
No general ledger was provided for the non-grant activity; therefore, we were unable to reconcile the general ledger
balance of $10,570 to the bank balance of $41,784.

Although the general ledger had a balance of $10,570 as of December 31, 2024, the funds in Lincoln Checking
Account 2 were insufficient to cover the $44,605 of outstanding checks written as of December 31, 2024, as shown
below:

Amount as of
Description December 31, 2024
Bank Balance $ 41,784
Outstanding Checks 44,605
Reconciled Bank Balance $ (2,821)
Book Balance 10,570
Variance $ (13,391)

Lincoln Checking Account 4 was opened on September 16, 2024, and no general ledger was provided for it. Based
on the bank statements, a $35,721 payment from Lancaster County was deposited into the bank account in October
2024, and then $30,000 of this deposit was transferred to Lincoln Checking Account 2 in November 2024,
seemingly to cover some of the outstanding checks.

Omaha General Ledger

KSN provided a general ledger for the Omaha checking account; however, no payments made by the Department
were deposited into this account. The activity in this account included utility payments for the Omaha office, loan
payments, payments made to Omaha location contractors, donations, and retail and restaurant purchases. Activity
appeared to be recorded when the transaction was posted to the bank account. There were many errors throughout
the general ledger, including incorrectly recorded amounts and excluded bank activity. Due to these errors, the
beginning and ending balances for some months appear to have been typed into the file rather than calculated, so
the general ledger balance would agree to the bank balance.
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COMMENTS AND RECOMMENDATIONS
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5. Lack of Financial Management System (Continued)

The following table contains examples of activity in the Omaha checking account that was recorded on the general
ledger but did not agree to the bank statements:

General Ledger | Bank Statement
Date Description Amount Amount Variance

8/16/23 ATM AmesAve $ 3,000 | $ 300 | § 2,700
9/3/23 Asian Market Llc - 48 (48)
9/4/23 NK Family Asian MarkOmaha NE - 76 (76)
9/4/23 Shell Service StatioOmaha NE - 26 (26)
11/7/23 Check #1580 500 208 292
4/4/24 Customer Deposit 11,914 11,624 290
4/30/24 Youth -2023 Graduation Award 290 - 290

Totals | $ 15,704 | $ 12,282 | $ 3,422

Madison General Ledger

KSN provided general ledgers in Excel format for the Madison checking account. The activity appears to have
been recorded when the expense was posted to the bank account. There was an opening balance of $59,575 on
January 1, 2023. No deposits were made into the checking account for the period tested. Similar to the other
general ledgers, however, there were many errors, such as recording incorrect amounts, not recording all activity,
and recording some expenses twice. Due to these errors, we were unable to reconcile the general ledger balance of
$36,143 to the bank balance of $34,103 as of December 31, 2024.

The following table contains examples of activity in the Madison checking account that was recorded incorrectly:

General Ledger | Bank Statement

Date Description Amount Amount Variance

7/23/2023 | 3265 Adobe* $ 171§ 16| § 1

8/1/2023 | City of Madison 194 193 1
9/19/2023 | Individual** - 351 351
10/23/2023 | Executive Director - 426 (426)
1/13/2024 | Individual** - 405 (405)
2/15/2024 | City of Madison - 232 (232)
3/5/2024 | Walmart - 191 191
3/9/2024 | Super C - 29 (29)
3/15/2024 | City of Madison 232 233 1
6/21/2024 | Individual** - 270 (270)
6/21/2025 | Bank ATM Fee - 2 2)

7/31/2024 | City of Madison 176 - 176
11/6/2024 | City of Madison 185 186 €))
Totals | $ 804 | $ 2,534 | §  (1,730)

*All Adobe transactions were recorded incorrectly, but only one example was included in the above chart.
**Except for the Executive Director, individual contractors and/or employees who received payment are

designated only as “Individual.”
45 CFR § 75.302 (October 1, 2023) states, in part, the following:
(a) Each state must expend and account for the Federal award in accordance with state laws and procedures for

expending and accounting for the state’s own funds. In addition, the state’s and the other non- Federal entity’s
financial management systems, including records documenting compliance with Federal statutes, regulations, and the
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(Continued)

5. Lack of Financial Management System (Concluded)

terms and conditions of the Federal award, must be sufficient to permit the preparation of reports required by general
and program-specific terms and conditions, and the tracing of funds to a level of expenditures adequate to establish
that such funds have been used according to the Federal statutes, regulations, and the terms and conditions of the
Federal award. See also §75.450.

(b) The financial management system of each non-Federal entity must provide for the following . . . :
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(2) Accurate, current, and complete disclosure of the financial results of each Federal award or program in
accordance with the reporting requirements . . . .

(3) Records that identify adequately the source and application of funds for federally-funded activities. These
records must contain information pertaining to Federal awards, authorizations, obligations, unobligated
balances, assets, expenditures, income, and interest and be supported by source documentation.

A proper system of internal controls requires procedures to ensure that subrecipients have accurate and complete
financial records.

Without such procedures, there is an increased risk for the misuse of Federal funds and noncompliance with Federal
regulations.

We recommend the Department strengthen its subrecipient monitoring procedures
to ensure subrecipients maintain accurate and complete financial records, as
required by Federal regulations.

DHHS’ Response: DHHS has centralized documentation requests, standardized our desk-review packet, and begun
process improvements to explore methods for coordinating when multiple DHHS divisions fund the same

subrecipient, as reflected in our internal correspondence and documentation requests to KSN.

6. Outstanding Checks

KSN received $142,752 in Federal funds from the Department between July 1, 2023, through December 31, 2024.
To support the amounts claimed for reimbursement, KSN provided photocopies of 206 checks, totaling $142,853,
written to the Executive Director and various employees for hours worked, services provided, and travel and supply
reimbursements. These checks were dated from March 4, 2023, to October 4, 2024.

We reviewed bank statements from July 2023 to April 2025 to verify whether the checks provided had cleared the
bank accounts. In doing so, we noted the following:

e Due to the Department’s failure to obtain the bank statements, we were unable to verify whether eight
checks, totaling $5,843, which were dated May 2023 and June 2023, prior to the audit period, cleared the
bank.

o As of January 31, 2025, only 146 checks of the remaining 198 checks, totaling $106,007, had cleared the

bank. Of those 146 checks, 64 checks, totaling $42,550, cleared the bank after the Department had paid
KSN for the expenditures.
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6. Outstanding Checks (Continued)

e We requested bank statements from the Executive Director to ensure that the remaining 52 checks
outstanding at December 31, 2024, had cleared the bank. However, he provided only photocopies of the
front and back of the checks. Subsequently, we received bank statements from February 1, 2025, to
May 31, 2025, directly from the bank and noted that 51 checks, totaling $30,355, cleared the bank in April
2025, after we requested additional support from the Department on April 10, 2025. One check, totaling
$648, dated August 4, 2024, remained outstanding as of May 31, 2025.

Given that the Refugee and PHHS Subawards required the reimbursed costs to be “finalized and spent,” the number
of outstanding checks, as well as the number of days that it took for them to clear the bank, as summarized below,
is concerning;:

Amount
Reimbursed
Days to Number of Check Before Check
Clear Checks Amount Cleared
0-30 16 $ 15941 | $ -
31-60 51 39,740 7,386
61-90 31 20,666 9,295
91-180 23 14,558 10,767
181-365 34 19,337 19,337
366-730 36 22,232 22,232
731+ 6 3,888 3,888
Outstanding 9 6,491 6,491
Total 206 $ 142,853 | $ 79,396

45 CFR § 75.302(a) (October 1, 2023) requires the Department to have accounting procedures sufficient to allow
for, “the tracing of funds to a level of expenditures adequate to establish that such funds have been used according
to the Federal statutes, regulations, and the terms and conditions of the Federal award.” (Emphasis added.)

45 CFR § 75.405(a)(1) (October 1, 2023) requires costs to be incurred specifically for the Federal award in order
to be considered allowable.

45 CFR § 75.302 (October 1, 2023) states, in part, the following:

(b) The financial management system of each non-Federal entity must provide for the following . . . :
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(3) Records that identify adequately the source and application of funds for federally-funded activities. These
records must contain information pertaining to Federal awards, authorizations, obligations, unobligated
balances, assets, expenditures, income and interest and be supported by source documentation.

(4) Effective control over, and accountability for, all funds, property, and other assets. The non-Federal entity
must adequately safeguard all assets and assure that they are used solely for authorized purposes.

Neb. Rev. Stat. § 69-1307.02 (Reissue 2018), which is found in the Uniform Disposition of Unclaimed Property
Act (Act), states the following:

Unpaid wages, including wages represented by payroll checks owing in the ordinary course of the holder’s business
which remain unclaimed by the owner for more than one year after becoming payable, are presumed abandoned.
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Neb. Rev. Stat. § 69-1310 (Cum. Supp. 2024) of the Act provides the following:

(a) Every person holding funds or other property, tangible or intangible, presumed abandoned under the Uniform
Disposition of Unclaimed Property Act shall report to the State Treasurer with respect to the property as hereinafter
provided.
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(d) The report shall be filed before November 1 of each year as of June 30 next preceding . . .. The property must
accompany the report unless excused by the State Treasurer for good cause. The State Treasurer may postpone the
reporting date upon written request by any person required to file a report. Any person holding intangible property
presumed abandoned due to be reported with a cumulative value of fifty dollars or less in a single reporting year shall
not be required to report the property in that year but shall report the property in any year when the property value
or total report value exceeds fifty dollars.

A proper system of internal controls requires procedures to ensure: 1) amounts paid by the Department to
subrecipients are for actual costs incurred for the Federal award; and 2) any reimbursed costs are disbursed in a
timely manner or, as appropriate, handled as abandoned property in accordance with the provisions of the Act.

Without such procedures, there is an increased risk for the misuse of Federal funds and noncompliance with Federal
regulations and State statute.

We recommend the Department strengthen its subrecipient monitoring procedures
to ensure: 1) amounts paid by the Department to subrecipients are for actual costs
incurred for the Federal award; and 2) any reimbursed costs are disbursed in a
timely manner or, as appropriate, handled as abandoned property in accordance
with the provisions of the Act.

DHHS'’ Response: DHHS is strengthening front-end expectations and desk-review controls. DHHS has also
recently revised and implemented changes to monitoring through the creation of the Subrecipient Monitoring
Procedures Manual. As part of the subrecipient monitoring process, invoices, receipts, and other support reviewed
are sufficient evidence to show that the funds had been spent in accordance with their agreement. We received no
complaints from subcontractors or employees for non-payment that would lead us to question outstanding checks.
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

INDEPENDENT ACCOUNTANT’S REPORT

Nebraska Department of Health and Human Services
Lincoln, Nebraska

We have examined the accompanying Schedule of Payments to The Karen Society of Nebraska, Inc., by the
Nebraska Department of Health and Human Services (Department) for the period July 1, 2023, through
December 31, 2024. The Department’s management is responsible for the Schedule of Payments to The Karen
Society of Nebraska, Inc. based on the accounting system and procedures set forth in Note 1. Our responsibility is
to express an opinion on the Schedule of Payments to The Karen Society of Nebraska, Inc., based on our
examination.

Our examination was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants, and the standards applicable to attestation engagements contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the examination to obtain reasonable assurance about whether the Schedule of Payments to The Karen
Society of Nebraska, Inc., is based on the accounting system and procedures set forth in Note 1, in all material
respects. An examination involves performing procedures to obtain evidence about the Schedule of Payments to
The Karen Society of Nebraska, Inc. The nature, timing, and extent of the procedures selected depend on our
judgment, including an assessment of the risks of material misstatement of the Schedule of Payments to The Karen
Society of Nebraska, Inc., whether due to fraud or error. We believe that the evidence we obtained is sufficient and
appropriate to provide a reasonable basis for our opinion.

We are required to be independent and to meet our other ethical responsibilities in accordance with relevant ethical
requirements relating to the engagement.

In our opinion, the Schedule of Payments to The Karen Society of Nebraska, Inc., for the period July 1, 2023,
through December 31, 2024, is based on the accounting system and procedures prescribed by the State of Nebraska
Director of Administrative Services, as set forth in Note 1, in all material respects.

In accordance with Government Auditing Standards, we are required to report all deficiencies that are considered
to be significant deficiencies or material weaknesses in internal control; noncompliance with provisions of laws,
regulations, contracts, or grant agreements that have a material effect on the Schedule of Payments to The Karen
Society of Nebraska, Inc.; fraud that is material, either quantitatively or qualitatively, to the Schedule of Payments
to The Karen Society of Nebraska, Inc.; and any other instances that warrant the attention of those charged with
governance. We are also required to obtain and report the views of management concerning the findings,
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conclusions, and recommendations, as well as any planned corrective actions. We performed our examination to
express an opinion on whether the Schedule of Payments to The Karen Society of Nebraska, Inc., is presented in
accordance with the criteria described above and not for the purpose of expressing an opinion on the internal control
over the Schedule of Payments to The Karen Society of Nebraska, Inc., or on compliance and other matters;
accordingly, we express no such opinions. Our examination disclosed certain findings that are required to be
reported under Government Auditing Standards, and those findings, along with the views of management, are
described in the Comments Section of the report.

The purpose of this report is to express an opinion on the Schedule of Payments to The Karen Society of Nebraska,
Inc., as described in paragraph one above. Accordingly, this report is not suitable for any other purpose. This report
is a matter of public record, and its distribution is not limited.

September 19, 2025 Mike Foley
Auditor of Public Accounts
Lincoln, Nebraska
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SCHEDULE OF PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

For the Period July 1, 2023, through December 31, 2024

Federal
Fund
40000
EXPENDITURES:
Government Aid
Subrecipient Payments $ 142,752
TOTAL EXPENDITURES $ 142,752

The accompanying notes are an integral part of the schedule.
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
PAYMENTS TO THE KAREN SOCIETY OF NEBRASKA, INC.

NOTES TO THE SCHEDULE
For the Period July 1, 2023, through December 31, 2024
1. Criteria

The accounting policies of the Nebraska Department of Health and Human Services (Department) are on the basis
of accounting, as prescribed by State of Nebraska Director of Administrative Services (DAS).

Per Neb. Rev. Stat. § 81-1107(2) (Reissue 2024), the duties of the State of Nebraska’s Director of DAS include:

The keeping of general accounts and the adoption and promulgation of appropriate rules, regulations, and
administrative orders designed to assure a uniform and effective system of accounts and accounting, the approval of
all vouchers, and the preparation and issuance of warrants for all purposes/.]

In accordance with Neb. Rev. Stat. § 81-1111(1) (Reissue 2024), the State Accounting Administrator has prescribed
the system of accounts and accounting to be maintained by the State and its departments and agencies and has
developed necessary accounting policies and procedures. The prescribed accounting system currently utilizes
EnterpriseOne, an accounting resource software, to maintain the general ledger and all detailed accounting records.
Policies and procedures are detailed in the Nebraska State Accounting Manual published by the DAS State
Accounting Division (State Accounting) and are available to the public.

The financial information used to prepare the Schedule of Payments to The Karen Society of Nebraska, Inc., was
obtained directly from the general ledger and fund balance information maintained on EnterpriseOne.
EnterpriseOne is not an accrual accounting system; instead, accounts are maintained on a modified cash basis.
Expenditures and related accounts payable are recorded in the general ledger as transactions occur. As such, the
Schedule includes those expenditures and related accounts payable posted in the general ledger as of
December 31, 2024, and not yet paid as of that date. The amount recorded as expenditures on the Schedule, as of
December 31, 2024, does not include amounts for goods and services received before December 31, 2024, which
had not been posted to the general ledger as of December 31, 2024.

The following fund type is established by the State and used by the Department:
40000 — Federal Funds — account for the financial activities related to the receipt and disbursement of
funds generated from the Federal government as a result of grants and contracts. Expenditures must be

made in accordance with applicable Federal requirements.

The following major expenditure account classification is established by State Accounting and used by the
Department:

Government Aid — Payment of Federal and/or State money to governmental subdivisions, State agencies,
local health and welfare offices, individuals, etc., in furtherance of local activities and accomplishment of

State programs.

2. Reporting Entity

The Department is a State agency established under and governed by the laws of the State of Nebraska. As such,
the Department is exempt from State and Federal income taxes. The Schedule includes all payments to The Karen
Society of Nebraska, Inc. by the Department included in the general ledger.

The Department is part of the primary government for the State of Nebraska.
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SUPPLEMENTARY INFORMATION
Our examination was conducted for the purpose of forming an opinion on the Schedule of Payments to The Karen
Society of Nebraska, Inc. Supplementary information is presented for purposes of additional analysis. Such

information has not been subjected to the procedures applied in the examination of the Schedule of Payments to
The Karen Society of Nebraska, Inc., and, accordingly, we express no opinion on it.
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DHHS CORRECTIVE ACTION PLAN

NEBRASKA

Good Life. Great Mission,

DEPT. OF HEALTH AND HUMAN SERVICES Jim Pillen, Governor

Corrective Action Plan — Karen Society of Nebraska

Nebraska DHHS Division of Public Health — Program Integrity Team
dhhs.dphprogramintegrityi@nebraska gov

May 6, 2025

This Corrective Action Plan (CAP) addresses internal findings concerning payments to KSN across the PHHS
Block Grant and Refugee Assistance programs (July 1, 2023 — January 31, 2025). KSN did not meet critical
federal documentation, recordkeeping, and post-award compliance standards, creating significant audit risks. This
CAP establishes required corrective measures to achieve full compliance and avoid future findings.

Issue 1: Inadequate Financial Recordkeeping and Reporting
Finding: KSN failed to provide a general ledger, IRS Form 990 filings, and contractor 1099s, indicating insufficient
record retention and financial controls.
Corrective Action: KSN must:
+ Develop and adopt formal financial recordkeeping policies.
« Ensure these policies include procedures for maintaining ledgers, issuing IRS filings and 1099s, and
retaining records per 2 CFR 200.334.
« Submit available outstanding records or, where unavailable, written explanations and plans to address
gaps.
« Train relevant staff on federal financial reporting requirements.

Issue 2: Lack of Adequate Source Documentation for Expenditures
Finding: KSN provided incomplete or unsupported documentation for personnel, travel, consultants, and grant-
funded events/supplies. Weak internal controls resulted in self-approved transactions, lack of independent review,
repetitive and unsubstantiated timesheet entries, and use of personal funds for purchases.
Corrective Action: KSN must:
* Strengthen internal controls and adopt procedures by ensuring:

o Independent approval and review of timesheets, travel reimbursements, and expenditures (self-
approval prohibited).
Accurate timekeeping practices reflecting actual hours worked, avoiding repetitive/boilerplate entries.
= Signed consultant agreements or scopes of work for all professional services.
o Complete travel documentation, including odometer readings, receipts, and adherence to mileage
reimbursement policies.
Formal reimbursement requests and approval processes for all grant-related purchases, prohibiting
use of personal cards unless pre-approved.
Proper documentation of outreach activities (e.g., events), including receipts, agendas, participant
records, and justification of any stipends paid.
Issue 3: Absence of Written Time and Effort and Travel Policies
Finding: KSN lacked formal written policies for Time and Effort Reporting and Travel during the audit period,
resulting in inconsistent, non-compliant practices and inadequate internal controls. Although draft policies have
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since been developed, they are incomplete and do not meet federal Uniform Guidance standards (2 CFR Part 200,
Subpart E} for allowability and audit readiness. Key requirements are missing or underdeveloped, such as clear
definitions of allowable costs, consistent documentation standards, oversight procedures, and processes for
verifying accuracy and preventing fraud. As currently written, these policies would not ensure compliance even if
they had been in place during the pericd under review.
Corrective Action: KSN must:
#« Substantially revise draft policies to meet Uniform Guidance requirements, ensuring they include:
Clear standards for documentation and recordkeeping to substantiate payroll costs and travel
charges.
Defined approval and verification processes, including independent supervisory review and
prohibitions on self-approval.
Dietailed criteria for allowable costs aligned with 2 CFR Part 200 Subpart E, including treatment of
personal expenses, mileage documentation standards (Le., actual odometer readings and detailed
trip logs), and sufficient detail to justify reasonableness and necessity.
Enforcement and owversight mechanisms, including periodic internal reviews of timekeeping and
travel records to ensure compliance and accuracy.
« Adopt the revised policies through formal approval by the governing body or Executive Director.
#«  Train all employees and supervisors on the updated policies to ensure consistent application for all
federally funded activities.
# Prowvide DHHS with the final approved versions of the revised policies.

|ssue 4: Post-Award Compliance and Responsiveness
Finding: KSN demonstrated limited responsiveness to audit and documentation requests after the end of its
contractual relationship with DHHS.
Corrective Action: KSN must:
« Establish a post-award compliance protocol designating an audit point of contact and ensuring timely
responses to monitoring and audit inguiries.
# Provide all outstanding doecumentation or explanations in response to APA and DHHS requests.
# Participate in an exit conference with DHHS to confirm CAP commitments and review lessons learned.

Maonitoring and Final Due Date
* Progress Reporting: KSM will submit menthly updates to DHHS beginning June 1, 2025, documenting
progress on all CAP actions.

#« Final Due Date: K.SMN must fully implement all corrective actions and submit final documentation to DHHS

by October 31, 2025.
= Owersight: DHHS will monitor progress through review of monthly updates, follow-up reviews, and

varification of completion, including potential site visits.
« Consequences of Non-Compliance: Failure to complete all CAP actions may result in repayment of
grant funds, suspension from future DHHS awards, or referral to federal oversight agencies.
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