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Lansing Community College is a public, two-year institution of higher education 
offering academic, vocational-technical, and continuing education programs.  The 
College was established in 1957 as an added service of the Lansing School District 
and became a separate institution by vote of the electorate in 1964.  The College 
district is composed of the region that lies within a 30-mile radius of the City of 
Lansing. 

Audit Objective: 
To assess the effectiveness of the 
College's controls over purchasing cards 
and reimbursable purchases to safeguard 
assets and to minimize purchasing costs. 
 
Audit Conclusion: 
We concluded that the College's controls 
over purchasing cards and reimbursable 
purchases were moderately effective in 
safeguarding assets and minimizing 
purchasing costs.  We noted three 
reportable conditions (Findings 1 through 
3).   
 
Reportable Conditions: 
The College had not established adequate 
controls over purchases of meals and 
discretionary items (Finding 1). 
 
The College needs to strengthen its 
controls over employee travel expenses 
(Finding 2). 
 
 

The College's electronic employee expense 
reporting system did not identify who 
approved employee expense reports or 
record the approval dates (Finding 3).   

 
~~~~~~~~~~ 

 
Audit Objective: 
To assess the effectiveness of the 
College's process for administering 
contracts. 
 
Audit Conclusion: 
We concluded that the College's process 
for administering contracts was moderately 
effective.  We noted one reportable 
condition (Finding 4).   
 
Reportable Condition: 
The College had not established contract 
documents and did not document its 
process for acquiring professional services 
(Finding 4). 
 



 
 
 
 
 
 
 
 
 
 

A copy of the full report can be 
obtained by calling 517.334.8050 

or by visiting our Web site at: 
http://audgen.michigan.gov 

 

 

Michigan Office of the Auditor General 
201 N. Washington Square 
Lansing, Michigan 48913 

Thomas H. McTavish, C.P.A. 
Auditor General 

Scott M. Strong, C.P.A., C.I.A. 
Deputy Auditor General 

Noteworthy Accomplishments:   
The College's Purchasing Department was 
the recipient of the National Purchasing 
Institute's Achievement of Excellence in 
Procurement award for 2003, 2004, 2005, 
and 2006.   

 
~~~~~~~~~~ 

 
Audit Objective: 
To assess the effectiveness of the 
College's efforts to establish and comply 
with policies and procedures for hiring, 
promoting, and compensating personnel. 
 
Audit Conclusion: 
We concluded that the College's efforts 
were effective in establishing and 
complying with policies and procedures for 
hiring, promoting, and compensating 
personnel.  However, we noted one 
reportable condition (Finding 5).   
 
Reportable Condition: 
The College had not established controls to 
ensure that employee time sheets are 
properly approved (Finding 5). 

 
~~~~~~~~~~ 

 

Agency Response: 
Our audit report includes 5 findings and 5 
corresponding recommendations.  The 
College's preliminary response indicates 
that it agrees with 4 recommendations and 
partially agrees with 1 recommendation. 

 
~~~~~~~~~~ 

 
 



 

 
 

 

STATE OF MICHIGAN
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LANSING, MICHIGAN 48913 

 

(517) 334-8050 THOMAS H. MCTAVISH, C.P.A.

 

FAX (517) 334-8079 AUDITOR GENERAL          

October 4, 2007 
 
 
 
Mr. Chris A. Laverty, Chairman 
Board of Trustees 
and   
Dr. Judith F. Cardenas, President 
Lansing Community College 
Lansing, Michigan 
 
Dear Mr. Laverty and Dr. Cardenas: 
 
This is our report on the performance audit of Lansing Community College. 
 
This report contains our report summary; description of agency; audit objectives, scope, 
and methodology and agency responses; background; comments, findings, 
recommendations, and agency preliminary responses; various exhibits, presented as 
supplemental information; and a glossary of acronyms and terms. 
 
Our comments, findings, and recommendations are organized by audit objective.  The 
agency preliminary responses were taken from the College's responses subsequent to 
our audit fieldwork.  Annual appropriations acts require that the audited institution 
develop a formal response within 60 days after release of the audit report. 
 
We appreciate the courtesy and cooperation extended to us during this audit. 
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Description of Agency 
 
 
Lansing Community College is a public, two-year institution of higher education offering 
academic, vocational-technical, and continuing education programs.  The College 
district is composed of the region that lies within a 30-mile radius of the City of Lansing.  
 
The College's main campus is located on 48 acres in downtown Lansing.  Its West 
Campus, which includes 1 of the State's 18 Michigan Technical Education Centers, is 
located on 65 acres in Delta Township.  Other College facilities include the Clinton 
County Center in St. Johns, LCC East in East Lansing, the Livingston County Center in 
Howell, the Aviation Center at Capital City Airport, and the Truck Driver Training Center 
at Fort Custer near Battle Creek. 
 
The College was established in 1957 as an added service of the Lansing School District 
and became a separate institution by vote of the electorate in 1964.  The College 
operates under the authority of Sections 389.1 - 389.195 of the Michigan Compiled 
Laws, commonly known as the Community College Act of 1966.  It is governed by a 
Board of Trustees consisting of seven members elected at-large by the voters of the 
College district for six-year terms. 
 
The College's mission* is to exist so that the people it serves have learning and 
enrichment opportunities to improve their quality of life and standard of living.  The 
College offers various academic programs, including 177 associate degree programs 
and 144 pre-associate certificate programs.  
 
As of fall semester 2006, the College employed 238 full-time faculty, 1,934 part-time 
faculty, and 656 full-time and part-time administrative and support personnel. In 
addition, the College enrolled 19,635 students. 
 
The College receives its financial support from appropriations from the State of 
Michigan, local property taxes, student tuition and fees, federal grants and contracts, 
and other miscellaneous revenue.  For the fiscal year ended June 30, 2006, the College 
reported current fund revenues (general, designated, auxiliary activities, expendable 
restricted, student loan, and plant) of $140,468,683 and expenditures and transfers of 
$137,013,247. 
 
* See glossary at end of report for definition. 
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Audit Objectives, Scope, and Methodology 
and Agency Responses 

 
 
Audit Objectives 
Our performance audit* of Lansing Community College had the following objectives: 
 
1. To assess the effectiveness* of the College's controls over purchasing cards and 

reimbursable purchases to safeguard assets and to minimize purchasing costs. 
 

2. To assess the effectiveness of the College's process for administering contracts. 
 
3. To assess the effectiveness of the College's efforts to establish and comply with 

policies and procedures for hiring, promoting, and compensating personnel. 
 
Audit Scope 
Our audit scope was to examine the program and other records of Lansing Community 
College.  Our audit was conducted in accordance with Government Auditing Standards 
issued by the Comptroller General of the United States and, accordingly, included such 
tests of the records and such other auditing procedures as we considered necessary in 
the circumstances.  Our audit procedures, conducted from October 2006 through April 
2007, generally covered the period October 1, 2004 through September 30, 2006.  
 
A public accounting firm engaged by the College annually audits the College's financial 
statements. 
 
Audit Methodology 
We conducted a preliminary review of the College's operations to formulate a basis for 
defining the audit objectives and the scope of the audit.  This included interviewing 
College staff and reviewing policies, procedures, and College records and reports.  We 
obtained an understanding of the College's purchasing processes related to purchasing 
cards, purchase orders, and contracts.  We also obtained an understanding of the 
College's processes for hiring, promoting, and compensating personnel. 
 
 
 
* See glossary at end of report for definition. 
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To achieve our first objective, we reviewed the controls over the issuance and use of 
the College's purchasing cards and reviewed controls over reimbursable purchases.  
We examined purchases for proper use, proper approvals, and adequate 
documentation.  We also examined the College's purchasing practices to determine if 
the College maximized its purchasing card usage rebate opportunities. 
 
To achieve our second objective, we reviewed the College's administrative processes 
for contracts, purchase orders, and capital outlay projects.  We also reviewed the 
adequacy of and compliance with policies and procedures related to purchasing. 
 
To achieve our third objective, we reviewed the adequacy of and compliance with 
policies and procedures related to hiring, promoting, and compensating personnel.  
Also, we examined the College's controls over its payroll process. 
 
We use a risk and opportunity based approach when selecting activities or programs to 
be audited.  Accordingly, our audit efforts are focused on activities or programs having 
the greatest probability for needing improvement as identified through a preliminary 
review.  By design, our limited audit resources are used to identify where and how 
improvements can be made.  Consequently, our performance audit reports are 
prepared on an exception basis.  To the extent practical, we add balance to our audit 
reports by presenting noteworthy accomplishments for exemplary achievements 
identified during our audits. 
 
Agency Responses 
Our audit report includes 5 findings and 5 corresponding recommendations.  The 
College's preliminary response indicates that it agrees with 4 recommendations and 
partially agrees with 1 recommendation. 
 
The agency preliminary response that follows each recommendation in our report was 
taken from the College's written comments and oral discussion subsequent to our audit 
fieldwork.  Annual appropriations acts require the principal executive officer of the 
audited institution to submit a written response to our audit to the House and Senate 
Appropriations Committees, the House and Senate Fiscal Agencies, the Department of 
Labor and Economic Growth, the Auditor General, and the State Budget Director.  The 
response is due within 60 days after the audit report has been issued and should 
specify the action taken by the institution regarding the audit report's recommendations. 
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Background 
 
 
From fall semester 2005 until the start of our audit in October 2006, the following 
events, which generated significant attention from the media and general public, 
occurred at Lansing Community College: 
 
Date  Event 
 
Fall 2005 

  
• The College's newly implemented Students' Financial Aid 

System failed and resulted in delays in financial aid, incorrect 
payments, and erroneous scholarships and tuition waivers.  

 
Late September/ 
Early October 2005 

 • The College's Board of Trustees directed the engagement of 
the College's financial auditing firm (Maner, Costerisan & 
Ellis, P.C.) to assess the student financial aid award 
packages for fall semester 2005. 

 
October 11, 2005  • The College hired an auditing consultant (Plante & Moran, 

PLLC) to assess control risk and vulnerability related to the 
Students' Financial Aid System for fall semester 2005.  

 
October 12, 2005  • The auditing firm (Maner, Costerisan & Ellis, P.C.), engaged 

in late September/early October 2005 to assess the student 
award aid packages for fall semester 2005, issued its report. 
The report disclosed exceptions projecting to approximately 
$32,000 (see Exhibit 20).  

 
October 14, 2005  • The College hired an auditing consultant (BDO Seidman, 

LLP) to review the implementation of the Students' Financial 
Aid System. 

 
October 17, 2005  • The Board of Trustees established an Ad Hoc Committee to 

investigate the cause of the Students' Financial Aid System's 
failure and recommend corrective actions. 
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October 18, 2005  • The auditing consultant (Plante & Moran, PLLC), hired on 
October 11, 2005 to assess control risk and vulnerability 
related to the Students' Financial Aid System, issued its 
report.  The report disclosed 16 issues of which 5 were 
considered "high priority" (see Exhibit 21).  

 
Late October 2005  • The auditing consultant (BDO Seidman, LLP), hired on 

October 14, 2005 to review the implementation of the 
Students' Financial Aid System, issued a report.  The report 
identified seven significant contributors to the financial aid 
system issues "upon going live" (see Exhibit 22). 

 
November 2005  • The Ad Hoc Committee hired a legal consultant to assist in 

the investigation of the Students' Financial Aid System's 
failure.  

 
November 14, 2005  • The Board of Trustees directed the hiring of a consultant to 

develop policies and procedures for providing better 
communication and information flow between the Board and 
College administration.  

 
November 21, 2005  • The Board of Trustees directed the hiring of a legal 

consultant to review the Board's bylaws, the Oracle software 
contract, and other items as the Board requested. 

 
January 17, 2006  • The Board of Trustees directed the hiring of an auditing 

consultant to review the College's internal control* structure. 
 

February 1, 2006  • The presiding President submitted, and the Board of 
Trustees approved, her resignation. 

 
February 9, 2006  • The Ad Hoc Committee issued its report regarding the failure 

of the Students' Financial Aid System.  The report cited three 
primary factors for the System's failure and stated that 
 

 
* See glossary at end of report for definition. 
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  approximately 80% to 90% of the scholarship checks issued 
in fall 2005 contained errors that cost the College an 
estimated $1 million (see Exhibit 23). 

 
• The Board of Trustees appointed the Dean of the Student 

and Academic Support Division as Interim President for the 
period February 9, 2006 through December 31, 2006. 

 
June 28, 2006  • The Board of Trustees approved new and revised policies 

related to financial oversight and monitoring, budgeting, 
purchasing, travel expenses, and personnel. 

 
• The Board of Trustees also approved the Executive Director 

of Compliance and Internal Control position.  
 

August 8, 2006  • The Board of Trustees hired a firm to conduct a nationwide 
search to locate candidates to fill the vacant president's 
position.  

 
August 22, 2006  • The College hired the Executive Director of Compliance and 

Internal Control. 
 

September 8, 2006  • The auditing consultant, hired on January 17, 2006 to review 
the College's internal control structure, issued a report.  The 
report disclosed 12 notable items.   

 
September 20, 2006  • The Office of the Auditor General received notification of 

alleged improprieties regarding the College's use of funds. 
 

September 28, 2006  • The Interim President requested, and the Board of Trustees 
approved, the Executive Director of Compliance and Internal 
Control to investigate alleged improprieties regarding the 
College's use of funds. 

 
September 29, 2006  • Statements of alleged improprieties regarding the College's 

use of funds were made public. 
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October 9, 2006  • The Office of the Auditor General commenced a performance 
audit with the following audit objectives:   

 
1. To assess the effectiveness of the College's controls 

over purchasing cards and reimbursable purchases to 
safeguard assets and to minimize purchasing costs. 

2. To assess the effectiveness of the College's process for 
administering contracts. 

3. To assess the effectiveness of the College's efforts to 
establish and comply with policies and procedures for 
hiring, promoting, and compensating personnel. 

 
• The Executive Director of Compliance and Internal Control 

issued the Internal Investigation Final Report regarding the 
allegations of impropriety.  The report stated that the 
allegations did not have merit or were not substantiated. 
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COMMENTS, FINDINGS, RECOMMENDATIONS, 

AND AGENCY PRELIMINARY RESPONSES 
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EFFECTIVENESS OF CONTROLS OVER  
PURCHASING CARDS AND REIMBURSABLE PURCHASES 

 
COMMENT 
Background:  In July 2003, Lansing Community College implemented an 
electronic-based system to process employee expense reports.  This system had 
employees electronically prepare employee expense reports and submit them with 
electronic images of receipts, invoices, and other supporting documentation.  Hard 
copies were no longer used to process employee expenses. 
 
For the two-year period October 1, 2004 through September 30, 2006, College 
employees submitted 15,736 electronic expense reports that included 54,114 
transactions totaling $10.4 million.  These transactions consisted of 40,801 transactions 
from the College's 485 active purchasing cards totaling $9.6 million and 13,313 
employee reimbursable expense transactions totaling $800,000.  Employee expense 
reports consist of purchasing cards and reimbursable expenses related to travel and 
purchases of goods and services below $500.  Employees incurring expenses on behalf 
of the College are required to electronically complete expense reports, attach images of 
supporting documentation, and electronically submit the expense reports to their 
supervisors for approval at the end of each pay period. 
 
Audit Objective:  To assess the effectiveness of the College's controls over purchasing 
cards and reimbursable purchases to safeguard assets and to minimize purchasing costs. 
 
Conclusion:  We concluded that the College's controls over purchasing cards and 
reimbursable purchases were moderately effective in safeguarding assets and 
minimizing purchasing costs.  Our assessment disclosed three reportable conditions* 
related to purchasing card usage, travel policy, and employee expense report approvals 
(Findings 1 through 3).   
 
FINDING 
1. Purchasing Card Usage 

The College had not established adequate controls over purchases of meals and 
discretionary items.  As a result, the College lacked assurance that purchasing  
 

 
* See glossary at end of report for definition. 
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card usage was consistent with the appropriate use of public funds and that it was 
in direct support of college students. 
 
One of the guiding principles supporting the College's mission states that the 
College will manage its finances in a responsible manner by allocating resources 
and achieving efficiencies to best serve the priority needs of the College's students 
and the taxpayers who support its operations.  The College has informed its 
employees that, as a public entity, the College must be prudent in its expenditure of 
tax and tuition dollars and that some expenditures, while not materially significant, 
may lead to a perception that the College's first priority is not the direct support of 
students. 
 
Our analysis of purchasing card usage for the two-year period October 1, 2004 
through September 30, 2006 disclosed an array of purchasing patterns that 
warranted closer review.  We more closely reviewed the use of purchasing cards 
for meals at local food and restaurant establishments and for purchases of gifts 
and flowers.  Our review of these purchases noted the following control 
weaknesses: 
 
a. Meals at Local Food and Restaurant Establishments 

The College had not enforced policies regarding meal purchases at local food 
and restaurant establishments. 
 
Failing to enforce established policies can result in employee complacency 
and disregard for expected norms. 
 
The College's travel policy states that reimbursement will not be made for 
meals taken in the local area except when attendance at a meal is necessary 
for participation in a conference or meeting.  Although the policy did not clarify 
what constituted a "meeting," it did require that business reasons for the 
exception be stated in all instances.  Also, the College's policy on providing 
refreshments for employee groups states that routine ordering of refreshments 
for regular meetings is not acceptable practice.  In addition, the College's 
Cardholder Guide states that receipt documentation should include the name 
of the vendor, purchase amount, date of transaction, and description of item(s) 
purchased. 
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Our analysis identified 1,136 purchasing card transactions totaling $94,300 at 
local food and restaurant establishments that ranged from $2.59 to $1,860 
during the two-year period.  In some cases, automated expense reports that 
justified meal purchases lacked the details necessary to validate that the 
purchases were compliant with the College's policies and guiding principles.  
Often the descriptions merely stated that the purchase was for a departmental 
meeting, a working lunch meeting, or food for a staff meeting, with no 
evidence that the employee's supervisor or the College's accounting office 
questioned the validity of the purchases.  Examples of employee charges that 
lacked at least two details generally required for this type of purchase 
(business reason for the meeting, identification of the attendees, or 
specification of the items purchased) are presented as supplemental 
information in Exhibits 2 through 5. 
 

b. Gift and Honorarium Purchases 
The College had not established a collegewide policy regarding the purchase 
of gifts.   
 
Without an established policy, employees lacked direction and guidance as to 
what constitutes appropriate and acceptable practices for such purchases and 
what conditions constitute appropriate use of public funds for this purpose.  
Such a policy should require documentation of the services rendered on behalf 
of the College or its students and identify the recipients of the gifts. 
 
Our analysis identified 289 purchasing card transactions for gift purchases 
totaling $44,800 that ranged from $.65 to $3,825 during the two-year period.  
Generally, the gifts were for students, employees, and guest speakers.  
Descriptions for gift purchases often did not identify the purpose of the gift and 
there was no evidence that the employee's supervisor or the College's 
accounting office questioned the validity of the gift purchase.  Examples of 
employee charges that did not describe the services rendered on behalf of the 
College or its students and/or identify the recipients of the gifts are presented 
as supplemental information in Exhibits 6 through 11.   
 
A collegewide policy on gift purchases did not exist.  However, the College's 
Student and Academic Support Division established a guide entitled "Gifts and 
Special Purchases Using College Funds."  The guide states that College funds 
may be used in some cases to purchase gifts in appreciation of services 
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rendered on behalf of the College and/or on behalf of the College's students.  
The guide also states that such gifts are limited to $10 to $25 and should not 
include items such as alcoholic beverages and lottery/prize tickets.  The guide 
further states that items should be purchased using a College purchasing 
card, which allows for tax exempt purchases.  It was unclear whether the 
College endorsed gift purchases as an appropriate use of public funds. 

 
c. Flower Purchases 

The College had not established a collegewide policy regarding the purchase 
of flowers.   
 
Without an established policy, employees lacked direction and guidance as to 
what constitutes appropriate and acceptable practices for flower purchases, if 
the College even deems it appropriate to use public funds for this purpose.  If 
deemed appropriate, such a policy should define the appropriateness of flower 
purchases and require a description of the business reason for the purchase, 
require documentation of the services rendered on behalf of the College or its 
students, and identify the recipients of the flowers.  Often, public sector 
employers require that flowers be paid from a "flower fund" funded by 
employee or other private contributions.  Exceptions might include flowers 
purchased for ceremonial purposes. 
 
Our analysis identified 495 purchasing card transactions for flower purchases 
totaling $35,300 that ranged from $6 to $1,814 during the two-year period.  
College employees purchased floral related items for various purposes, 
including congratulations, sympathy, and ceremonies.  There was no evidence 
that the College's accounting office questioned flower purchases as an 
acceptable use of public funds.  Such purchases appeared to be accepted as 
a norm based on past practices.  Examples of employee charges that lacked 
at least two details generally required by sound business practices for this type 
of purchase (business reason for the purchase, specification of the services 
rendered on behalf of the College or its students, or identification of the 
recipients) are presented as supplemental information in Exhibits 12 through 
16. 
 
Also, our review disclosed 26 instances of multiple flower purchases for the 
same event.  The number of purchases ranged from 2 to 6 for each event and 
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totaled $3,858.  There did not appear to be a coordinated process to avoid 
duplicate purchases of flowers for such events.  
 
A collegewide policy on flower purchases did not exist.  However, the 
aforementioned guide on "Gifts and Special Purchases Using College Funds" 
discusses when flowers could be purchased and for what amount.  For 
example, in the event of births or deaths, the guide suggests an amount up to 
$75 for employees, parents/in-laws/guardians of employees, and 
spouse/children of employees.  In the event of illness or serious injury, the 
guide suggests spending $30 to $50 for employees only.  It was unclear 
whether the College endorsed flower purchases as an appropriate use of 
public funds.  
 

Related to the issues noted in items a. through c., an auditing consultant hired by 
the College to review the College's internal control structure noted in its 
September 8, 2006 report that, "The College has healthy cash and investment 
balances and there appears to be a sense of casualness about accounting and 
finance matters because of it."  The consultant's report also stated, "The previous 
CFO [Chief Financial Officer] and Administration did not appear to have the 
required knowledge to understand the severity of the internal control problems 
and/or the message from the auditors in their Material Weaknesses letters."   
 

RECOMMENDATION 
We recommend that the College establish adequate controls over purchases of 
meals and discretionary items. 

 
AGENCY PRELIMINARY RESPONSE 

The College agrees with the recommendation. 
 
The College's Cardholder Guide states that supervisory review and approval of 
expense reports are key elements of the process to ensure that cards are used in 
accordance with established purchasing policies.  Supervisors are responsible for 
assessing the appropriateness of the expenditure, the reasonableness of the 
amount, the availability of funds, compliance with budget allocations, and the 
appropriateness of the coding for each charge.  Also, the Guide requires that 
supervisors ensure that employees match all purchases to supporting 
documentation at the end of each pay period for supervisory review. 
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The College informed us that it has a practice that requires divisions and 
departments that hold meetings to keep copies of meeting agendas and related 
material within their office.  The College agrees to establish methods to determine 
that the documentation for the purchase of meals and discretionary items is stored 
in an accessible fashion and that the documentation will clearly reflect the 
appropriate requisites identified in the finding. 
 
Accounting staff and supervisors will be routinely instructed to follow all expense 
policies when auditing or approving meals and discretionary expenses using the 
purchasing card. 
 
The College stated that its own internal investigations, reviews, and analyses which 
were launched to determine the adequacy and appropriateness of certain past 
practices and expenditures did reveal that, while discretionary expenditures were 
either approved in advance or ratified, the information that enabled approval or 
ratification was not in all cases noted on the documentation evidencing the 
expense.  Also, the College informed us that its current administration has already 
been working to bolster its controls to better document certain expenditures.   
 
The College informed us that it has purchased a replacement for the Oracle ERP 
system.  A new expense reporting system will be installed with this implementation.  
The College also informed us that it has issued requests for proposal (RFPs) for 
this system and is expecting to issue the contract and install the system before 
December 31, 2007.  The College stated that this implementation will require 
training of all purchasing card users.  The College also stated that, during this 
implementation, the College will reaffirm the required documentation for meals and 
discretionary expenses as well as the supervisor's role and responsibility when 
approving these expenses.  
 
In addition, the College will implement collegewide policies regarding the 
purchasing of gifts and flowers at the time of this system implementation.  
 
 

FINDING 
2. Travel Policy 

The College needs to strengthen its controls over employee travel expenses.  As a 
result, the College lacked assurance that travel expenses were consistent with the 

20
032-0617-07



 
 

 

appropriate use of public funds and that they were in direct support of the College's 
students. 
 
The College has informed its employees that, as a public entity, the College must 
be prudent in its expenditure of tax and tuition dollars and that some expenditures, 
while not materially significant, may lead to a perception that the College's first 
priority is not the direct support of students. 
 
For the two-year period October 1, 2004 through September 30, 2006, the College 
expended $343,000 and $533,000 for air/rail transportation and lodging, 
respectively.  Our analysis of these expenses disclosed an array of purchasing 
patterns that warranted closer review, including some travel expenses of a 
significant dollar value.  Our review of these expenses noted the following control 
weaknesses:  

 
a. The College had not enforced its policies regarding air travel. 

 
Failure to enforce established policies can result in employee complacency 
and disregard for expected norms. 
 
The College's travel policy requires all College employees to utilize the least 
expensive fare available in coach/economy class regardless of aircraft size.  
However, the policy states that business class may be requested for 
continuing flights exceeding five hours of flight time to destinations outside the 
contiguous United States.  The policy did not stipulate a limit to the amount an 
employee could spend on business class tickets.  Employees using the 
exception were required to submit written justification and documentation of 
the cost benefit by the traveler and obtain specific prior approval by the Vice 
President of Academic Affairs.  In addition, the policy requires that all air 
reservations be made through the College's designated travel agency, which 
is required to guarantee the lowest available airfares.  Further, the travel policy 
states that expenses for an employee's spouse, family, or others 
accompanying the employee will not be paid by the College unless the 
individual's role is essential to the proceedings or activities. 
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Our review of 21 air travel transactions disclosed: 
 

(1) The College purchased two business class tickets on an international 
flight for $15,700.  Previous to this purchase, the College purchased two 
coach/economy tickets totaling $2,800 for the same travelers and the 
same travel itinerary.  The College informed us that it purchased the 
business class tickets at the request of the travelers who wanted a class 
upgrade because of the length of the flight.  However, the travelers did 
not submit written justification and documentation of the cost benefit. 

 
The College received just $300 (11%) in reimbursement from the airline 
for the original 2 unused coach/economy tickets.  Thus, the total airfare 
for the two travelers cost the College $18,200.  The College informed us 
that it reimbursed itself $3,500 from the Lansing Community College 
Foundation's Megumi Shigematsu Memorial Scholarship Fund.   

 
(2) The College purchased four international flight tickets totaling $5,400 that 

it did not reserve through the designated travel agency. 
 

(3) The College purchased one domestic flight ticket costing $461 for a 
nonemployee who did not have an essential role in the proceedings or 
activities.   

 
b. The College's policy did not stipulate limits to the amount that employees 

could pay for lodging. 
 

Without stipulated limits, employees lacked direction and guidance as to what 
constitutes an appropriate and acceptable lodging rate and what conditions 
constitute an appropriate use of public funds for lodging. 
 
The College's travel policy requires employees to always request the best rate 
for lodging accommodations.  Also, the policy requires employees to stay in 
reasonable and economically priced single occupancy rooms, proximate to the 
business locations.  However, the policy did not define a reasonable lodging 
rate.  The College informed us that the reasonableness of the lodging rate is 
defined on a case-by-case basis.   
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For the period October 1, 2004 through September 30, 2006, the College had 
1,616 lodging related transactions totaling $533,000 in amounts ranging from 
$.50 to $10,455.  Our review of 20 lodging transactions exceeding more than 
$1,000 disclosed that the related documentation did not indicate that the 
reasonableness of the rate was considered and approved.  For example:   

 
(1) A College employee expended $1,301.75 for two nights at the Waldorf 

Astoria Hilton hotel. The per night lodging rates ranged from $489 to $549 
plus taxes.  The documentation to justify the purchase indicated "Lodging 
for [person's name] conference in New York" (see Exhibits 1 and 17).   

 
(2) A College employee expended $824.98 for two nights at W Chicago 

Center hotel.  The per night lodging rate was $359 plus taxes.  The 
documentation to justify the purchase indicated "ROI Conference - 
June 28 - July 1" (see Exhibits 1 and 18).   

 
(3) A College employee expended $1,375.71 for five nights at the New York 

Marriott Marquis hotel.  The per night lodging rates ranged from $185 to 
$276 plus taxes.  The documentation to justify the purchase indicated 
"Hotel/phone calls to office" (see Exhibits 1 and 19).   

 
Having a policy that establishes reasonable limits for lodging expenses 
promotes fiscal responsibility among employees.  For example, the State of 
Michigan has established specific rate limits for lodging reimbursements ($65 
in 2007) and allows for variances for select high cost cities and in select 
instances, such as conventions, conferences, and meetings.  For these select 
instances, proper documentation and approvals are required. 

 
c. The College did not enforce its policy requiring employees to use the College's 

designated travel agency to make lodging reservations. 
 
Failure to enforce established policies can result in employee complacency 
and a disregard for expected norms. 
 
The College's travel policy states that all lodging reservations should be 
requested through the designated travel agency.  Also, the agreement 
between the College and its designated travel agency requires the travel 
agency to ensure that the lowest rates are provided for all accommodations. 
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Our review of 26 lodging transactions totaling $32,000 disclosed that none of 
the 26 related reservations were made through the College's designated travel 
agency.  The College's accounting office informed us that it was not aware of 
this requirement and that College employees were not instructed to make 
lodging reservations through the College's designated travel agency.  
However, we found that the policy was readily accessible on the College's 
Web site. 
 

d. The College had not enforced its policies regarding the documentation of 
travel expenses.   

 
Failure to enforce established policies can result in employee complacency 
and disregard for expected norms. 

 
The College's travel policy states that travel vouchers submitted for 
conference-related travel must include copies of the conference 
agenda/materials and any information regarding meals, lodging, and 
transportation expenses that were included in the conference fee.  The 
College's travel policy also states that when occupants other than College 
employees share a room, the employee must request that the single 
occupancy rate be noted on the receipt.   

 
Our review of 26 travel related expenses disclosed: 

 
(1) In 19 (95%) of 20 instances when the employees attended conferences, 

the employees did not provide documentation to support the dates, times, 
and locations of the conferences.  Also, we identified 11 (55%) instances 
for which meal reimbursement and 2 (10%) instances for which lodging 
reimbursement was obtained and documentation was not provided to 
specify whether meal or lodging expenses were included in the 
conference fees. 

 
(2) In 4 (100%) of 4 instances when a room was shared with nonemployees, 

the employees did not provide lodging receipts with single occupancy 
rates.   
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There was no evidence that the employee's supervisor or the College's accounting 
office questioned whether the expenses in items a. through d. were acceptable 
uses of public funds or compliant with purchasing policies and procedures.   
 

RECOMMENDATION 
We recommend that the College strengthen its controls over employee travel 
expenses. 

 
AGENCY PRELIMINARY RESPONSE 

The College partially agrees with the recommendation.   
 
The College's Cardholder Guide states that supervisory review and approval of 
expense reports are key elements of the process to ensure that cards are used in 
accordance with established purchasing policies.  Supervisors are responsible for 
assessing the appropriateness of the expenditure, the reasonableness of the 
amount, the availability of funds, compliance with budget allocations, and the 
appropriateness of the coding for each charge.  Also, the Guide requires that 
supervisors ensure that employees match all purchases to supporting 
documentation at the end of each pay period for supervisory review. 
 
The College informed us that it has a practice that requires divisions and 
departments to retain agendas and related material within their office.  The College 
agrees to establish methods to determine that the documentation for travel 
expense is stored in an accessible fashion.  Accounting staff and supervisors will 
be routinely instructed to follow all expense policies when auditing or approving 
travel expenses. 
 
The College informed us that it has already reminded cardholders and supervisors 
that all airfare and lodging (unless part of a conference registration) should be 
purchased through its designated travel agency and that travel for nonemployees 
will only be provided when they have an essential role in the proceedings or 
activities.   
 
The College stated that its own internal investigations, reviews, and analyses which 
were launched to determine the adequacy and appropriateness of certain past 
practices and expenditures did reveal that, while travel expenditures were either 
approved in advance or ratified, the information that enabled approval or ratification 
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was not in all cases noted on the documentation evidencing the expense.  Also, the 
College informed us that its current administration has already been working to 
bolster its controls to better document certain expenditures.   
 
The College informed us that it has purchased a replacement for the Oracle ERP 
system.  A new expense reporting system will be installed with this implementation.  
The College also informed us that it has issued RFPs for this system and is 
expecting to issue the contract and install the system before December 31, 2007.  
The College stated that this implementation will require training of all purchasing 
card users.  The College also stated that, during this implementation, the College 
will reaffirm the required documentation for travel expenses as well as the 
supervisor's role and responsibility when approving these expenses. 
 
The College does not agree that the purchase of business class tickets is a 
violation of its travel policy.  This policy requires all employees to "utilize the least 
expensive fare available in coach/economy class regardless of aircraft size."  The 
foreign travel section of the policy allows for business class flights for foreign travel 
on flights over 5 hours long if approved by the Vice President of Academic Affairs.  
The College informed us that the then Interim CFO of the College stated that she 
reviewed these travel arrangements and it was her belief that the length of the trip 
(i.e., 21 hours), the traveler's need to prepare for meetings, and the use of a laptop 
warranted the additional room and access to electrical power provided in business 
class.  In addition, the College informed us that it was also her belief that, as 
Interim CFO, she had the capacity to approve a request of this nature as it was 
considered fair and reasonable.  The College notes that the magnitude of the cost 
of the business class tickets is not the issue. 
 
The College also does not agree that its current lodging policy is somehow 
inadequate as the policy clearly requires "best rates" and that its travel agency 
ensures that best rates are procured. 
 

OFFICE OF THE AUDITOR GENERAL EPILOGUE 
Although the College's travel policy allows for business class flights for foreign 
travel on flights over five hours long, the traveler did not submit the required written 
justification and cost-benefit analysis.  Also, it is notable that the Interim CFO 
"believed" she had the authority to approve requests for business class tickets 
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when the policy clearly states that the authority to approve such requests resides 
with the Vice President of Academic Affairs. 
 
Regarding best rates, although the College believes that use of a travel agency 
would ensure the best rate, College employees generally have not utilized the 
travel agency to make lodging reservations. 
 
 

FINDING 
3. Employee Expense Report Approvals 

The College's electronic employee expense reporting system did not identify who 
approved employee expense reports or record the approval dates.  As a result, the 
College could not determine who approved any employee expenses, determine 
when the expenses were approved, ensure that employees' expenses were an 
appropriate use of public funds, and ensure that employees' expenses were 
consistent with the College's purchasing policies and procedures.  As more fully 
described in Findings 1 and 2, the College's accounting staff did not question the 
appropriateness of employee expenses, relying instead on supervisors' approvals. 
 
The College's Cardholder Guide states that supervisory review and approval of 
expense reports are key elements of the process to ensure that cards are used in 
accordance with established purchasing policies.  Supervisors are responsible for 
assessing the appropriateness of the expenditure and the reasonableness of the 
amount, the availability of funds, compliance with budget allocations, and 
appropriateness of the coding for each charge.  Also, the Guide requires that 
supervisors ensure that employees match all purchases to supporting 
documentation at the end of each pay period for supervisory review. 
 
For the period October 1, 2004 through September 30, 2006, College employees 
submitted 15,736 electronic expense reports totaling $10.4 million.  We could not 
identify the approvers or related approval dates for any of the 15,736 employee 
expense reports.  After we requested the identities of expense report approvers 
and related approval dates, the College noticed and informed us that its employee 
expense reporting system does not record this information but that there are 
system controls to authorize specific employees to review and approve the 
expenditures charged to their assigned area.  We also learned that authorized 
approvers may delegate their review and approval responsibilities.  However, 
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lacking the ability to identify the approvers or approval dates negated the value of 
purported system controls because the College cannot fix responsibility for the 
review and approval of expense reports or even determine whether the review and 
approval process was performed by an authorized approver. 
 

RECOMMENDATION 
We recommend that the College modify the electronic employee expense reporting 
system to identify who approved employee expense reports and record the 
approval dates. 

 
AGENCY PRELIMINARY RESPONSE 

The College agrees with the recommendation.   
 
The College stated that this control deficiency was a product of the electronic 
system utilized by the College, which the administration believed was capturing 
and storing the information needed. 
 
The College informed us that it has purchased a replacement for the Oracle ERP 
system.  A new expense reporting system will be installed with this implementation.  
The College also informed us that it has issued RFPs for this system and is 
expecting to issue the contract and install the system before December 31, 2007.  
The College stated that this implementation will remedy the data problems with its 
approval records. 
 

 
EFFECTIVENESS OF  

CONTRACT ADMINISTRATION PROCESS 
 
COMMENT 
Audit Objective:  To assess the effectiveness of the College's process for administering 
contracts. 
 
Conclusion:  We concluded that the College's process for administering 
contracts was moderately effective.  Our assessment disclosed one reportable 
condition related to the procurement of professional services (Finding 4). 
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Noteworthy Accomplishments:  The College's Purchasing Department was the 
recipient of the National Purchasing Institute's Achievement of Excellence in 
Procurement award for 2003, 2004, 2005, and 2006.  The Achievement of Excellence in 
Procurement award is designed to recognize organizational excellence in procurement.  
The award program measures innovation, professionalism, e-procurement, productivity, 
and leadership attributes of the procurement function.  The College is 1 of 72 
organizations to receive this national award at least four times. 
 
FINDING 
4. Procurement of Professional Services 

The College had not established contract documents and did not document its 
process for acquiring professional services.  As a result of weaknesses in its 
professional service procurement process, the College lacks assurance that it is 
managing its finances in a manner that best serves the needs of its students and 
the taxpayers who support its operations.   
 
The guiding principles supporting the College's mission state that the College will 
manage its finances in a responsible manner by allocating resources and achieving 
efficiencies to best serve the priority needs of the College's students and the 
taxpayers who support its operations.  The guiding principles also state that the 
College commits to continuous improvement in its programs and services. 

 
For the period October 1, 2004 through December 19, 2006, the College expended 
$25.4 million for professional services.  Our review of the procurement of 25 
professional services totaling $5.1 million disclosed the following deficiencies: 
 
a. Of the 25 service procurements reviewed, we noted 3 (12%) contracts for 

which the College did not issue an RFP or obtain vendor proposals specifying 
the services to be received, the delivery periods, the billing rates, or spending 
limits.  In addition, subsequent to the delivery of services and receipt of related 
invoices, the College's purchasing staff created purchase orders so that the 
accounting staff could process the respective payments.  The amounts paid to 
the 3 vendors totaled $301,500 and ranged from $18,700 to $241,100. 

 
Executing required contract documents helps ensure that the College's 
financial interests are protected, the College's and the professional service 
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vendor's responsibilities are identified, the services to be rendered are 
defined, and the mutual agreements are documented.  
 
The College requires that contract documents consist of the RFP, supplier 
proposal, supplier contract agreement (if needed), and a College purchase 
order.   
 

b. Of the 25 professional service acquisitions reviewed, the College did not 
document whether 4 (16%) professional services were purchased through a 
request for quotation or RFP process.  Also, the College did not document 
whether the 4 vendors were sole source contractors.  The amounts paid to the 
vendors totaled $381,000 and ranged from $18,700 to $241,100. 
 
Documenting the process for the procurement of professional services helps 
ensure that such services are acquired at competitive prices and that the 
business community has a fair and equal opportunity to participate in publicly 
funded projects. 
 
For the period October 1, 2004 through June 28, 2006, the College's 
purchasing procedures required the College to use a request for quotation 
process for purchases ranging from $5,000 to $25,000.  The procedures also 
required that the College use an RFP process for purchases over $25,000.  
However, the procedures permitted exceptions if the purchases were 
considered sole source. 
 

RECOMMENDATION 
We recommend that the College establish contract documents and document its 
process for acquiring professional services. 

 
AGENCY PRELIMINARY RESPONSE 

The College agrees with the recommendation.  
 
As of June 28, 2006, the College's newly adopted purchasing policies specifically 
required that professional services be solicited through an RFP rather than a 
competitive bid process.   The College informed us that it had an established 
practice prior to that date that did not require this for certain services, such as 
attorneys.  The College also informed us that, on May 21, 2007, its Board of 
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Trustees approved the awarding of contracts to three law firms using a 
documented RFP process.  In addition, the College informed us that it has also 
provided a "refresher" to the authorized purchasers of professional services.  The 
College stated that this refresher included the documented process for verifying 
the receipt of professional services.  
 
The College stated that while contracts can take many forms, the current 
administration's commitment to ensuring that the College is receiving excellent 
services at competitive prices has already resulted in reforms to its purchasing 
program and, as a result, it has identified many of the same issues observed 
during the audit. 
 
 

EFFECTIVENESS OF EFFORTS TO ESTABLISH AND  
COMPLY WITH PERSONNEL POLICIES AND PROCEDURES 

 
COMMENT 
Audit Objective:  To assess the effectiveness of the College's efforts to establish and 
comply with policies and procedures for hiring, promoting, and compensating personnel. 
 
Conclusion:  We concluded that the College's efforts were effective in 
establishing and complying with policies and procedures for hiring, promoting, 
and compensating personnel.  However, our assessment disclosed one reportable 
condition related to time sheet approval (Finding 5). 
 
FINDING 
5. Time Sheet Approval 

The College had not established controls to ensure that employee time sheets 
were properly approved.  As a result, the College lacked assurance that employee 
time sheets accurately reported employees' time at work. 
 
For the period October 1, 2004 through September 30, 2006, the College had 
$108.7 million in payroll expenditures related to 4,047 employees.  Our review of  
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115 employee time sheets for this period disclosed internal control weaknesses 
that allowed employees to circumvent the time sheet approval process: 
 
a. Of the 115 employee time sheets reviewed, 13 (11%) were processed without 

supervisor approval.  The College informed us that its system generates 
approvals for time sheets not approved or rejected by an employee's 
supervisor.  However, the College did not require supervisors to approve time 
sheets after the system approvals. 
 
Supervisor approvals help ensure that employee time sheets are complete, 
accurate, and free of errors and irregularities.  

 
b. Of the 115 employee time sheets reviewed, 8 (7%) were approved by 

someone other than the direct supervisor.  However, the College's time 
reporting system had not documented supervisors' delegation of authority to 
approve employee time sheets.  As a result, the College could not ensure that 
employee time sheets were properly approved because the College did not 
know who may have been delegated the authority to approve time sheets. 
 
The College informed us that a supervisor may delegate authority to approve 
time sheets in place of direct supervisors.  Documenting the delegation of 
authority to approve time sheets helps the College determine that persons 
who approve employee time sheets are authorized to do so. 
 

RECOMMENDATION 
We recommend that the College establish controls to ensure that employee time 
sheets are properly approved. 

 
AGENCY PRELIMINARY RESPONSE 

The College agrees with the recommendation.   
 
The College informed us that it has purchased a replacement for its Oracle ERP 
system.  The College stated that the HR/Payroll module is currently being 
developed with a planned effective date of January 1, 2008.  The College also 
stated that this system will require supervisor approval and incorporate a process 
to ensure that supervisor approval is obtained and documented in the payroll 
process.   
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Description of Exhibits 
 
 
Exhibit 1 summarizes information contained in Lansing Community College's employee 
expense reporting system for the examples of College employees' purchases identified 
in Findings 1 and 2. 
 
Exhibits 2 through 19 illustrate the receipts that employees submitted to the College as 
documentation for expenses.  Some receipts may not be legible; however, these are the 
documents the College used to process the payments for these purchases.  The 
employees' names and purchasing card numbers have been redacted. 
 
Exhibit 20 is the report from an auditing firm (Maner, Costerisan, & Ellis, P.C.), issued 
on October 12, 2005, regarding its assessment of the student award aid packages for 
fall semester 2005. 
 
Exhibit 21 is the report from an auditing consultant (Plante & Moran, LPPC), issued on 
October 18, 2005, regarding its assessment of control risk and vulnerability related to 
the Students' Financial Aid System. 
 
Exhibit 22 is the report from an auditing consultant (BDO Seidman, LLP), issued in late 
October 2005, regarding its review of the implementation of the Students' Financial Aid 
System.  The public version of this report included redacted information. 
 
Exhibit 23 is the Ad Hoc Committee's report, issued on February 9, 2006, regarding the 
failure of the Students' Financial Aid System. 
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Finding Exhibit Expenditure
Number Number Vendor Amount Item Date

1a 2 Park Lake Grill 967.60$           02/01/2005
1a 3 Cadillac Club 760.15$           12/15/2004
1a 4 Troppo 668.38$           08/10/2006
1a 5 Piazzano's 427.80$           12/19/2005
1b 6 Eastwood Towne Center 3,825.00$        01/06/2006
1b 7 Sears 1,250.00$        04/27/2006
1b 8 Eastwood Cinemas 875.00$           09/08/2006
1b 9a Douglas J Day Spa Salon 75.00$             12/03/2004
1b 9b Douglas J Day Spa Salon 60.00$             06/20/2005
1b 9c Douglas J Day Spa Salon 105.00$           10/10/2005
1b 9d Douglas J Day Spa Salon 50.00$             10/27/2005
1b 9e Douglas J Day Spa Salon 65.00$             09/19/2005
1b 9f Douglas J Day Spa Salon 495.00$           11/30/2004
1b 10 GiftCertificates.com 652.65$           05/06/2005
1b 11 Hammacher Schlemmer 569.52$           11/22/2005
1c 12 A  Basketful by Sharl 240.00$           05/12/2005
1c 13 Belen's Flowers 212.00$           04/27/2006
1c 14 Smith Floral and Greenhouse 113.97$           08/01/2005
1c 15 A  Basketful by Sharl 112.95$           02/23/2005
1c 16 A  Basketful by Sharl 106.00$           10/12/2004
2b 17 Waldorf Astoria Hilton 1,301.75$        06/16/2006
2b 18 W Chicago Center 1,237.47$        06/15/2005
2b 19 New York Marriott Marquis 1,375.71$        08/31/2006

Source:  Employee Expense Reporting System.  

LANSING COMMUNITY COLLEGE
Summary of Select Data Provided in Employee Expense Reporting System
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Exhibit 1

Organization Division

Business Department Business Media and Information Technologies
President's Office Operations Executive Office
President's Office Operations Executive Office
Aviation Flight and Ground School Technical Careers
President's Office Operations Executive Office
Human Resources Administrative Services
President's Office Operations Executive Office
President's Office Operations Executive Office
Board of Trustees Executive Office
Board of Trustees Executive Office
President's Office Operations Executive Office
Capital Quality Initiative Business and Community Institute
President's Office Operations Executive Office
HHPS Division Office Human, Health and Public Services
President's Office Operations Executive Office
Public Relations Executive Office
SAS Division Office Student and Academic Services
HHPS Division Office Human, Health and Public Services
Public Relations Executive Office
Public Relations Executive Office
Academic Affairs Office Executive Office
SAS Division Office Student and Academic Services
SAS Grants Student and Academic Services

37
032-0617-07



 
 

 

Exhibit 2 
Park Lake Grill 

 
Establishment:  Park Lake Grill, an East Lansing restaurant  
Amount Charged:  $967.60 
Justification Entry:  Park Lake Grill - external meeting reconciled on behalf of [person's 
name]. 
Observations:  Neither the receipt nor the justification entry described the business 
reason for the dinner or identified the attendees. 
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Exhibit 2 (Continued) 
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Exhibit 3 
Cadillac Club 

 
Establishment:  Cadillac Club, a downtown Lansing restaurant 
Amount Charged:  $760.15 
Justification Entry:  Appreciation dinner with deans and ELT. 
Observations:  Neither the receipt nor the justification entry described the business 
reason for the dinner or identified the attendees.  Also, the College paid sales tax 
totaling $26.19, even though purchases are sales tax exempt. 
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Exhibit 3 (Continued) 
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Exhibit 4 
Troppo 

 
Establishment:  Troppo, a downtown Lansing restaurant 
Amount Charged:  $668.38 
Justification Entry:  Dinner meeting with out-of-town guests for a week-long training 
session that was sponsored by the President's Office. 
Observations:  Neither the receipt nor the justification entry described the business 
reason for the dinner or identified the attendees.  Also, the receipt did not identify the 
items purchased.   
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Exhibit 5 
Piazzano's 

 
Establishment:  Piazzano's, a Lansing-area restaurant 
Amount Charged:  $427.80 
Justification Entry:  Piazzano's - internal meeting. 
Observations:  Neither the receipt nor the justification entry described the business 
reason for the dinner or identified the attendees.  Also, the College paid sales tax 
totaling $20.70, even though purchases are sales tax exempt.   
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Exhibit 6 
Eastwood Towne Center 

 
Establishment:  Eastwood Towne Center, a Lansing-area shopping mall 
Amount Charged:  $3,825.00 
Justification Entry:  153 $25.00 gift certificates for employee recognition ceremony. 
Observations:  Neither the receipt nor the justification entry described the services 
rendered on behalf of the College or its students or identified the recipients of the gift 
certificates.  Also, the receipt did not identify the items purchased. 
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Exhibit 7 
Sears 

 
Establishment:  Sears 
Amount Charged:  $1,250.00 
Justification Entry:  Retiree gifts. 
Observations:  Neither the receipt nor the justification entry identified the recipients of 
the gifts or what positions they held or their years of service.   
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Exhibit 8 
Eastwood Cinemas 

 
Establishment:  Eastwood Cinemas, a Lansing-area movie theater 
Amount Charged:  $875.00 
Justification Entry:  Congratulatory gift for MAHE participants upon successful 
completion of contract. 
Observations:  Neither the receipt nor the justification entry described the services 
rendered on behalf of the College or its students or identified the recipients of the gifts. 
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Exhibit 9 
Douglas J Day Spa Salon 

 
Establishment:  Douglas J Day Spa Salon 
Amounts Charged:  a. $75.00, b. $60.00, c. $105.00, d. $50.00, e. $65.00, and 
f. $495.00 
Justification Entries:  a. Gift certificates for thank you gifts.  b. Gift certificate for trustee 
[person's name] from board of trustees and president.  c. Per President's request - 
ordered 3 gift certificates for [persons' names] "thank you for all your work with the 
grand opening" on 9/16/05.  d. Gift for [person's name] of CNB.  e. Speaker gift.  f. Gift 
certificates for thank you gifts. 
Observations:  Neither the receipts nor the justification entries described the services 
rendered on behalf of the College or its students.  Also, the receipts did not identify the 
items purchased.  In addition, some receipts and justification entries did not identify the 
recipients of the gift certificates.  Further, some receipts are not legible; as a result, the 
College cannot verify the items purchased or their respective amounts.  The following 
six receipts are facsimiles of the original receipts, depicting their legibility: 

 

Exhibit 9.a. Exhibit 9.b. 
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Exhibit 9 (Continued) 
 

Exhibit 9.c. Exhibit 9.d. 
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Exhibit 9 (Continued) 
 

Exhibit 9.e. Exhibit 9.f. 
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Exhibit 10 
GiftCertificates.com 

 
Establishment:  GiftCertificates.com 
Amount Charged:  $652.65 
Justification Entry:  Honorarium gift certificates for departments and programs. 
Observations:  Neither the receipt nor the justification entry described the services 
rendered on behalf of the College or its students or identified the recipients of the gifts.   
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Exhibit 11 
Hammacher Schlemmer 

 
Establishment:  Hammacher Schlemmer 
Amount Charged:  $569.52 
Justification Entry:  Gifts for ELT.   
Observations:  Neither the receipt nor the justification entry described the services 
rendered on behalf of the College or its students.   
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Exhibit 12 
A Basketful by Sharl 

 
Establishment:  A Basketful by Sharl 
Amount Charged:  $240.00 
Justification Entry:  Custom gift mugs. 
Observations:  Neither the receipt nor the justification entry described the business 
reason for the purchase, specified the services rendered on behalf of the College or its 
students, or identified the recipients of the gifts.   
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Exhibit 12 (Continued) 
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Exhibit 13 
Belen's Flowers 

 
Establishment:  Belen's Flowers 
Amount Charged:  $212.00 
Justification Entry:  Congratulatory gift. 
Observations:  Neither the receipt nor the justification entry described the business 
reason for the purchase, specified the services rendered on behalf of the College or its 
students, or identified the recipient of the gift.  Also, the College paid sales tax totaling 
$12, even though purchases are sales tax exempt. 
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Exhibit 14 
Smith Floral and Greenhouse 

 
Establishment:  Smith Floral and Greenhouse 
Amount Charged:  $113.97 
Justification Entry:  Appreciation plants for HHPS staff. 
Observations:  Neither the receipt nor the justification entry described the business 
reason for the purchase, specified the services rendered on behalf of the College or its 
students, or identified the recipients of the gifts.  The amounts were handwritten, 
presumably by the employee to add clarity to the receipt. 
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Exhibit 15 
A Basketful by Sharl 

 
Establishment:  A Basketful by Sharl 
Amount Charged:  $112.95 
Justification Entry:  Gift baskets - baby and gift. 
Observations:  Neither the receipt nor the justification entry described the business 
reason for the purchase, specified the services rendered on behalf of the College or its 
students, or identified the recipients of the gifts.     
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Exhibit 15 (Continued) 
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Exhibit 16 
A Basketful by Sharl 

 
Establishment:  A Basketful by Sharl 
Amount Charged:  $106.00 
Justification Entry:  Gifts given by president. 
Observations:  Neither the receipt nor the justification entry described the business 
reason for the purchase, specified the services rendered on behalf of the College or its 
students, or identified the recipients of the gifts.   
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Exhibit 16 (Continued) 
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Exhibit 17 
Waldorf Astoria Hilton 

 
Establishment:  Waldorf Astoria Hilton 
Amount Charged:  $1,301.75 
Justification Entry:  Lodging for [person's name] conference in New York. 
Observations:  Neither the receipt nor the justification entry indicate that the 
reasonableness of the rate was considered and approved.   
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Exhibit 17 (Continued) 
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Exhibit 18 
W Chicago Center 

 
Establishment:  W Chicago Center 
Amount Charged:  $1,237.47* 
Justification Entry:  ROI Conference - June 28 - July 1. 
Observations:  Neither the receipt nor the justification entry indicate that the 
reasonableness of the rate was considered and approved.   
 
 
*   The College employee originally charged $1,237.47 for a three-night stay but 

subsequently canceled one night and received a credit of $412.49.   
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Exhibit 18 (Continued) 
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Exhibit 19 
New York Marriott Marquis 

 
Establishment:  New York Marquis 
Amount Charged:  $1,375.71 
Justification Entry:  Hotel/phone calls to office. 
Observations:  Neither the receipt nor the justification entry indicate that the 
reasonableness of the rate was considered and approved. 
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Exhibit 19 (Continued) 
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Exhibit 20 

Maner, Costerisan & Ellis, P.C., Report 
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Exhibit 20 (Continued) 
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Exhibit 20 (Continued) 
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Exhibit 21 

Plante & Moran, PLLC, Report 
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Exhibit 21 (Continued) 
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Exhibit 21 (Continued) 
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Exhibit 21 (Continued) 
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Exhibit 22 

BDO Seidman, LLP, Report 
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Exhibit 22 (Continued) 
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Exhibit 22 (Continued) 
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Exhibit 22 (Continued) 
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Exhibit 22 (Continued) 
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Exhibit 23 

Ad Hoc Committee Report 
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Exhibit 23 (Continued) 
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Exhibit 23 (Continued) 
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Exhibit 23 (Continued) 
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Exhibit 23 (Continued) 
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Exhibit 23 (Continued) 
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Exhibit 23 (Continued) 
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Exhibit 23 (Continued) 
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Exhibit 23 (Continued) 
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Exhibit 23 (Continued) 
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GLOSSARY 
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Glossary of Acronyms and Terms 
 
 
 
CFO  Chief Financial Officer. 

 
effectiveness  Program success in achieving mission and goals. 

 
ELT  Executive Leadership Team. 

 
HHPS  Human, Health and Public Services.   

 
internal control  
 

 A process, effected by management, designed to provide 
reasonable assurance regarding the reliability of financial 
reporting, effectiveness and efficiency of operations, and 
compliance with applicable laws and regulations.   
 

MAHE  Michigan Association for Higher Education.   
 

mission  The agency's main purpose or the reason that the agency 
was established.   
 

performance audit  An economy and efficiency audit or a program audit that is 
designed to provide an independent assessment of the 
performance of a governmental entity, program, activity, or 
function to improve public accountability and to facilitate 
decision making by the parties responsible for overseeing 
or initiating corrective action. 
 

reportable condition  A matter that, in the auditor's judgment, represents either 
an opportunity for improvement or a significant deficiency in 
management's ability to operate a program in an effective 
and efficient manner.   
 

RFP  request for proposal. 
 

ROI Conference  Return on Investment Conference.   
 

SAS  Student and Academic Support.   
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