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Independent Auditors’ Report on the
Schedule of Expenditures of Federal Awards

The Board of Regents
University of Nebraska:

Report on Schedule of Expenditures of Federal Awards

We have audited the accompanying schedule of expenditures of federal awards (the Schedule) of the
University of Nebraska (the University) for the year ended June 30, 2016 and the related notes to the
Schedule.

Management’s Responsibility for the Schedule of Expenditures of Federal Awards

Management is responsible for the preparation and fair presentation of this Schedule in accordance with
U.S. generally accepted accounting principles; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of the Schedule that is free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Schedule based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America, the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States and the audit requirements of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and perform the audit
to obtain reasonable assurance about whether the Schedule is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
Schedule. The procedures selected depend on the auditors’ judgment, including the assessment of the risks
of material misstatement of the Schedule, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the Schedule
in order to design audit procedures that are appropriate in the circumstance, but not for the purpose of
expressing an opinion on the effectiveness of the University’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used, the
reasonable of significant accounting estimates made by management, as well as the overall presentation of
the Schedule.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
("KPMG International”), a Swiss entity.
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Opinion
In our opinion, the Schedule referred to above presents fairly, in all material respects, the expenditures of

federal awards of the University of Nebraska for the year ended June 30, 2016, in accordance with
U.S. generally accepted accounting principles.

KPMe LP

Omaha, Nebraska
December 22, 2016
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UNIVERSITY OF NEBRASKA
Notes to Schedule of Expenditures of Federal Awards
Year ended June 30, 2016

Summary of Significant Accounting Policies
Basis of Presentation

The purpose of the accompanying schedule of expenditures of federal awards (the Schedule) is to present a
detail of all programs classified by federal grantor agency expended by the University of Nebraska
(the University) for the year ended June 30, 2016. Because the Schedule presents only a selected portion of
the operations of the University, it is not intended to and does not present the financial position, changes in
net position, or cash flows of the University. For the purpose of the Schedule, federal awards have been
classified into two types:

. Direct federal awards consisting of federal awards and federal student financial aid

o Pass-through funds received from nonfederal organizations made under federally sponsored programs
conducted by those organizations.

Catalog of Federal Domestic Assistance (CFDA) numbers are presented for those programs for which such
numbers are available. Programs for which no CFDA numbers are available have been presented under the
applicable caption in the Schedule showing the grantor federal agency number and grant identification
number. Those programs without CFDA or grant numbers primarily represent pass-through funds for which
such information was not available from the grantor.

The accounting principles followed by the University in each of these areas and used in preparing the
accompanying Schedule are as follows:

Reporting Entity — The reporting entity for the Schedule includes the accounts for all of the divisions
of the University.

Total Federal Awards — Expenditures for direct costs are recognized as incurred using the accrual
method of accounting and the cost accounting principles contained in Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards (Uniform Guidance) and U.S. Office of Management and Budget (OMB)
Circular A-21. Under those cost principles, certain types of expenditures are not allowable or are
limited as to reimbursement. Moreover, expenditures include a portion of costs associated with general
University activities, which are allocated to federal awards under negotiated formulas, referred to as
“indirect costs.” Restricted grants and contracts and other agreements are recognized when funds are
expended in accordance with grant provisions.

Expenditures are recognized on the accrual basis for awards made to students and allowable
administrative expenses of conducting such programs. Grants with immaterial credit balances resulting
from adjustments in the normal course of business to prior year expenditures have been eliminated.
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UNIVERSITY OF NEBRASKA
Notes to Schedule of Expenditures of Federal Awards
Year ended June 30, 2016

(2) Student Financial Aid Loan Programs
The University administers the following federally funded student loan programs:

Disbursements
Outstanding Outstanding for the year

CFDA balances at balances at ended
number June 30, 2015 June 30, 2016 June 30, 2016
Federal Perkins Loan Program 84.038 $ 29,695,000 31,897,522 4,939,893
Nursing Student Loan Program 93.364 520,831 548,358 146,500
Health Profession Student Loan
Programs 93.342 6,774,900 6,936,840 472,370

Balances and transactions relating to these programs are included in the University’s basic financial
statements. The four campuses of the University (UNL, UNMC, UNO, and UNK) participate in the Federal
Direct Loan Program (including Federal Stafford and PLUS loans). As the University receives these funds

directly, the amount $(233,674,909) is included in the Schedule.

45



e

KPMG LLP

Suite 300

1212 N. 96th Street
Omaha, NE 68114-2274

Suite 1120
1248 O Street
Lincoln, NE 68508-2041

Independent Auditors’ Report on Compliance for Each Major Federal Program and
Report on Internal Control over Compliance Required by the Uniform Guidance

The Board of Regents
University of Nebraska:

Report on Compliance for Each Major Federal Program

We have audited the University of Nebraska’s (the University) compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect on
each of the University’s major federal programs for the year ended June 30, 2016. The University’s major
federal programs are identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the University’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the University’s compliance with
those requirements and performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination on the University’s compliance.

Opinion on Each Major Federal Program

In our opinion, the University of Nebraska complied, in all material respects, with the types of compliance
requirements referred above that could have a direct and material effect on each of its major federal programs
for the year ended June 30, 2016.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
("KPMG International”), a Swiss entity.
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Other Matter

The results of our auditing procedures disclosed an instance of noncompliance, which is required to be
reported in accordance with the Uniform Guidance and which is described in the accompanying schedule of
findings and questioned costs as item 2016-001. Our opinion on each major program is not modified with
respect to this matter.

The University’s response to the noncompliance finding identified in our audit is described in the
accompanying schedule of findings and questioned costs. The University’s response was not subjected to the
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.

Report on Internal Control Over Compliance

Management of the University is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the University’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
University’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type
of compliance requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, we identified a certain
deficiency in internal control over compliance, as described in the accompanying schedule of findings and
guestioned costs as item 2016-001, that we consider to be a significant deficiency.

The University’s response to the internal control over compliance findings identified in our audit is described
in the accompanying schedule of findings and questioned costs. The University’s response was not subjected
to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.
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The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

KPMe LIP

Omaha, Nebraska
December 22, 2016
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UNIVERSITY OF NEBRASKA
Schedule of Findings and Questioned Costs
June 30, 2016

Summary of Auditors’ Results
Financial Statements

The financial statements of the University of Nebraska were audited by the Nebraska Auditor of Public
Accounts and were provided under separate cover. Certain items are summarized below:

(@  An unmodified opinion was issued by the Nebraska Auditor of Public Accounts over the financial
statements of the University of Nebraska as of and for the year ended June 30, 2016.

(b) The audit by the Nebraska Auditor of Public Accounts disclosed no material weaknesses in internal
control over financial reporting as of and for the year ended June 30, 2016.

(c) The audit by the Nebraska Auditor of Public Accounts disclosed no significant deficiencies in internal
control over financial reporting as of and for the year ended June 30, 2016.

(d) The audit by the Nebraska Auditor of Public Accounts disclosed no instances of noncompliance, which
are required to be reported under Government Auditing Standards, of the University of Nebraska as of
and for the year ended June 30, 2016.

Federal Awards

Internal control deficiencies over major programs:

o Material weaknesses No
o Significant deficiencies Yes
Type of auditors’ report issued on compliance for major programs: Unmodified opinions

Any audit findings disclosed that are required to be reported in
accordance with 2 CFR 200.516(a): Yes

Identification of major programs:

o Student Financial Assistance Cluster (Various CFDA Nos.)

. HIV Care Formula Grants (CFDA No. 93.917)

Dollar threshold used to distinguish between Type A and Type B programs: $3,000,000
Auditee qualified as low-risk auditee: Yes

Findings Related to the Financial Statements Reported in Accordance with Government Auditing
Standards

The Nebraska Auditor of Public Accounts issued under separate cover the report in accordance with
Government Auditing Standards for the year ended June 30, 2016. There were no significant deficiencies or
material weaknesses over internal control over financial reporting identified.
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UNIVERSITY OF NEBRASKA
Schedule of Findings and Questioned Costs
June 30, 2016

Findings and Questioned Costs Related to Federal Awards
Finding: 2016 — 001
Program Information:
Federal Awarding Agency: U.S. Department of Education
Federal Program Title: Student Financial Assistance Cluster (various CFDA numbers)
Grant Identification: N/A
Grant Identification for: Federal Award Year: July 1, 2015- June 30, 2016
Compliance Requirement: Special Test and Provision — Written Arrangements

Criteria: According to 34 CFR Section 668.5(c), if an eligible institution enters into a written arrangement
with an institution or organization that is not an eligible institution under which the ineligible institution or
organization provides part of the educational program of students enrolled in the eligible institution, that
educational program is considered to be an eligible program if it otherwise satisfies the requirements for an
eligible program and if the ineligible institution or organization has not: (a) had its eligibility to participate
in the SFA programs terminated by the Secretary, (b) voluntarily withdrawn from participation in the SFA
programs under a termination, show-cause, suspension, or similar type of proceeding initiated by the
institution’s State licensing agency, accrediting agency, guarantor or Secretary; (c) had its certification to
participate in Title IV revoked by the Secretary; or (d) had its application for certification or recertification
to participate in Title IV denied by the Secretary.

Context: Seven of seven affiliate institutions at one campus of the University.

Condition Found: During testwork, all agreements entered into by the University of Nebraska — Kearney
and affiliates were obtained. All institutions in which UNK had arranged for Educational Programs to be
provided by, were deemed ineligible. Management does not verify that the ineligible institutions they enter
into agreements with meet the criteria as set out in 34 CFR Section 668.5(c).

Sampling: The sample was not intended to be, and was not, a statistically valid sample.
Questioned Costs: None
Repeat Finding: No

Cause and Effect: Internal controls regarding ineligible institutions were not in place and/or operating
effectively at one campus, which resulted in written arrangements with ineligible institutions that were not
verified to meet the criteria defined in 34 CFR Section 668.5(c).

Recommendation: The University of Nebraska — Kearney needs to implement controls to verify ineligible
institutions providing part of the educational programs meet the criteria set out in 34 CFR Section 668.5(c).
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UNIVERSITY OF NEBRASKA
Schedule of Findings and Questioned Costs
June 30, 2016

View of Responsible Officials: The University concurs with the finding and is in the process of developing
procedures to ensure that institutions in which the University enters into agreements will meet the criteria
defined in 34 CFR Section 668.5(c).
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