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State of Minnesota
Department of Finance

400 Centennial Building
658 Cedar Street
St. Paul, Minnesota 55155
Voice: (65l) 296-5900
Fax: (65l) 296-8685
TrY: 1-800-627-3529

March 20, 2006

The Honorable Tim Pawlenty, Governor

Members of the Legislature

I am submitting the State of Minnesota Financial and Compliance Report on Federally Assisted
Programs for the year ended June 30, 2005. This report meets the requirements ofthe Federal Single
Audit Act of 1984 as amended in 1996 and the U.S. Office of Management and Budget (OMB)
Circular A-133, Audits ofStates, Local Governments, and Non-Profit Organizations.

This single audit report includes all federal assistance received by the state agencies determined to be
a part of the primary government and its blended component units. The criteria used to define the
state's reporting entity are those established by the Governmental Accounting Standards Board. All
federal program activity ofthis reporting entity was included under the state's single audit. Programs
administered by discretely presented component units are reported in separate single audit reports
issued by the individual entities.

For purposes of the single audit in Minnesota, the audited entity is the state rather than each state
agency. With this approach, the single audit can be combined with the armual financial audit. This
is an efficient approach for Minnesota because state agencies are all subj ect to the same centralized
controls (the accounting, personnel/payroll and procurement systems).

Management Responsibilities

The Department of Finance is responsible for the accuracy, fairness and completeness of the
financial schedules, including all disclosures, presented in this report. The department is also
responsible for the Minnesota Accounting and Procurement System (MAPS), which was used in
preparing this report. I believe these schedules provide a fair representation of financial activity for
federal programs for the year ended June 30, 2005.

The Department ofFinance is responsible for designing and applying the statewide internal controls.
State agencies are responsible for additional internal controls used for the administration offederal
programs. These controls provide reasonable assurance that the state's assets are protected against
loss, either intentional or unintentional; that resource use is consistent with laws, regulations and
policies; that transactions are executed in accordance with management's authorization; and that the
accounting records from which the financial schedules were prepared are reliable. The concept of
reasonable assurance recognizes that the cost of control should not exceed the benefit derived.

AN EQUAL OPPORTUNITY EMPLOYER



In addition, state agencies have specific responsibilities for federal programs. State agencies are
required to manage and maintain adequate accounting records for their federal programs. They are
required by the relevant federal departments and agencies to prepare periodic financial reports. State
agencies are also responsible for assuring that organizations to which they subgrant federal funds
have the required audits and promptly resolve federal program deficiencies reported as a result of
those audits. The U.S. Department ofHealth and Human Services - Office of Inspector General
National External Audit Resources serves as the lead cognizant agency representing all federal
agencies awarding federal assistance to the state ofMinnesota.

Federal Financial Assistance to the State of Minnesota

In fiscal year 2005, the state ofMinnesota received approximately $7.2 billion in federal assistance
for its many programs.

Audits

The Minnesota Office ofthe Legislative Auditor performs an armual statewide auditprimarily for the
purpose of expressing an audit opinion on the fmancial statements included in the state's
Comprehensive Annual Financial Report prepared by the Department ofFinance. Anotherpurpose
of the statewide audit is to provide information to the Governor, Legislature and heads of state
agencies concerning financial and accounting issues involving the state and its agencies. The scope
of the armual statewide audit also includes the federal requirements of the Single Audit Act and
ON.lB Circular A-B3.

The Office ofthe Legislative Auditor has audited the federal programs financial schedules and their
report on them is included as a part of this report. Also included are Office of the Legislative
Auditor reports on internal control and compliance.

All subrecipients receiving federal assistance from Minnesota state agencies have been required to
have audits in accordance with ON.lB Circular A-B3. State agencies are responsible for assuring
that their subrecipients have audits and resolve audit recommendations resulting from these audits.
Results ofthese audits are summarized in the Report on Audits ofSubrecipients issued by the Office
of the State Auditor.

Report

This Single Audit Report supplements the state's Comprehensive Annual Financial Report for the
year ended June 30, 2005, and includes financial information for federal programs compiled by the
Department of Finance.

The Office of the Legislative Auditor is responsible for preparing the auditor's reports on internal
control and compliance; summary of auditor's results; and the schedules of audit findings for
statewide financial statements and federal programs. The Department ofFinance is responsible for
preparing the schedules ofexpenditures for federal programs, and the status ofprior federal program
audit findings schedule.
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The financial schedules presented are meant to provide a consistent basis for reporting on the
expenditures offederal assistance received by state agencies. They are not meant to replace recipient
financial reporting currently required for each individual program of federal assistance.

In addition to this financial and compliance report, the single audit for the state of Minnesota
includes the departmental audit reports issued by the Office ofthe Legislative Auditor and the Report
on Audits of Subrecipients issued by the Office of the State Auditor.

Acknowledgments

Although the Department of Finance accepts [mal n,sponsibility for this report, we would like to
aclmowledge the significant assistance provided by staffin the many state agencies receiving federal
assistance. The financial schedules agencies prepared for each oftheir federal programs were used to
compile these financial schedules.

Sincerely,

B-q91(Jn~~
Peggy Ingison
Commissioner
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OFFICE OF THE LEGISLATIVE AUDITOR
STATE OF MiNNESOTA • James Nobles, Legislative Auditor

Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements

Performed in Accordance with Government Auditing Standards

Members of the Minnesota State Legislature

The Honorable Tim Pawlenty, Governor

Ms. Peggy Ingison, Commissioner of Finance

We have audited the financial statements of the govemmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the State ofMinnesota as of and for the year ended
June 30, 2005, which collectively comprise the state's basic financial statements and have
issued our report thereon dated November 18, 2005. We did not audit the financial statements
of the Minnesota State Colleges and Universities (MuSCU), which is both a major fund and 78
percent, 79 percent, and 35 percent, respectively, of the total assets, net assets, and operating
revenues of the primary government's business-type activities. We also did not audit the
financial statements of the University ofMinnesota, Metropolitan Council, Housing Finance
Agency, Public Facilities Authority, Minnesota Workers' Compensation Assigned Risk Plan,
Higher Education Services Office, and Minnesota Partnership for Action Against Tobacco,
which cumulatively represent 99 percent, 99 percent, and 99 percent, respectively, of the total
assets, net assets, and revenues of the total discretely presented component units. Those
financial statements were audited by other auditors whose reports thereon have been furnished
to us, and our opinion, insofar as it relates to the amounts included for the aforementioned
business-type activities, major proprietary fund, and discretely presented component units, is
based solely on the reports of other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Separate reports
issued by other auditors on internal control over financial reporting and compliance and other
matters based on an audit of financial statements performed in accordance with Government
Auditing Standards are available for the University ofMinnesota, Metropolitan Council,
Housing Finance Agency, Public Facilities Authority, and Higher Education Services Office,
which are discretely presented component units. The financial statements of the Minnesota
Workers' Compensation Assigned Risk Plan and Minnesota Partnership for Action Against
Tobacco were not audited in accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the State of Minnesota's internal control
over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinions on the financial statements and not to provide an opinion on the

Room 140 Centennial Building, 658 Cedar Street, Sl Paul, lVlinnesota 55155-1603 • Tel: 651l296-470B • Fax: 651l296-4712

E-mail: auditor®state.mn.u5 iii TDD Relay: 6SlJ297·5353 • Website: www.auditor.Ieg.state.m.n.us
5



Members of the Minnesota State Legislature
The Honorable Tim Pawlenty, Governor
Ms. Peggy Ingison, Commissioner of Finance
Page 2

internal control over financial reporting. However, we noted certain matters involving the
internal control over financial reporting and its operation that we consider to be reportable
conditions. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control over financial reporting
that, in our judgment, could adversely affect the State of Minnesota's ability to initiate, record,
process, and report financial data consistent with the assertions of management in the financial
statements. Reportable conditions are included in Section II of the accompanying Schedule of
Findings and Questioned Costs.

A material weakness is a reportable condition in which the design or operation of one or more
of the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course ofperforming their assigned functions. Our consideration of
the internal control over financial reporting would not necessarily disclose all matters in the
internal control that might be reportable conditions and, accordingly, would not necessarily
disclose all reportable conditions that are also considered to be material weaknesses. However,
we believe that none of the reportable conditions described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the State ofMinnesota's financial
statements are free ofmaterial misstatement, we performed tests of its compliance with certain
provisions ofIaws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the det=ination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of
our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances ofnoncompliance or other matters that are required to be reported under
Government Auditing Standards.

This report is intended solely for the information and use of the management of the State of
Minnesota, the governor of the State of Minnesota, and the Minnesota State Legislature and is
not intended to be and should not be used by anyone other than these specified parties.

Legislative Auditor

November 18, 2005
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OffICE OF THE LEGISLATIVE AUDITOR
STATE OF M!NN:ESOTA • James Nobles, Legislative Auditor

Report on Compliance with Requirements
Applicable to Each Major Program and on Internal Control
Over Compliance in Accordance with OMB Circular A-133

Members of the Legislature

The Honorable Tim Pawlenty, Govemor

Ms. Peggy Ingison, Commissioner of Finance

Compliance

We have audited the compliance of the State of Minnesota with the types of compliance
requirements described in the U.S. Office ofManagement and Budget (OMB) Circular A-I33,
Compliance Supplement, that are applicable to each ofits major federal programs for the year
ended June 30,2005. The State ofMinnesota's major federal programs are identified in the
summary of auditor's results section of the accompanying Schedule of Findings and Questioned
Costs. Compliance with the requirements oflaws, regulations, contracts, and grants applicable
to each ofits major federal programs is the responsibility of the State ofMinnesota's
management. Our responsibility is to express an opinion on the State ofMinnesota's
compliance based on our audit.

The State of Minnesota's basic financial statements include the operations of its discretely
presented component units, which received approximately $1.4 billion in federal awards, which
is not included in the State of Minnesota's schedule of expenditures of federal awards for the
year ended June 30, 2005. Our audit, described below, did not include the operations of the
State of Minnesota's discretely presented component units because the component units
engaged other auditors to perform an audit in accordance with OMB Circular A-B3.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States ofAmerica; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-B3, Audits ofStates, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-B3 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 State of Minnesota'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. Our audit does not provide a legal determination of the State of Minnesota's
compliance with those requirements.

As described in findings H-l and H-2, R-l and R-2, and S-l ofreport 06-10, which are
presented in Section ill of the accompanying Schedule ofFindings and Questioned Costs, the

Room 140 Centennial Building, 658 Cedar Street, St Paul, Minnesota 55155-1603 • Tel: 651/296-4708 • Fax: 651/296-4712

E-mail: auditor®state.mn.us .. TDD Relay: 651/297-5353 • Website: www.auditor.leg.state.mn.us
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Members of the Legislature
The Honorable Tim Pawlenty, Governor
Ms. Peggy Ingison, Commissioner ofFinance
Page 2

State ofMinnesota did not comply with requirements regarding eligibility and special tests and
provisions that are applicable to its Medical Assistance and Temporary Assistance to Needy
Families programs and did not comply with eligibility requirements applicable to its State
Children's Health Insurance Program. Compliance with such requirements is necessary, in our
opinion, for the State of Minnesota to comply with requirements applicable to those programs.

In our opinion, except for the noncompliance described in the preceding paragraph, the State of
Minnesota complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2005. The results
of our auditing procedures also disclosed other instances ofnoncompliance with those
requirements, which are required to be reported in accordance with OMB Circular A-B3 and
which are described in Section III of the accompanying Schedule ofFindings and Questioned
Costs.

Internal Control Over Compliance

The management of the State ofMinnesota is responsible for establishing and maintaining
effective internal control over compliance with the requirements oflaws, regulations, contracts,
and grants applicable to federal programs. In planning and performing our audit, we considered
the State ofMinnesota's internal control over compliance with requirements that could have a
direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133.

We noted certain matters involving the internal control over compliance and its operation that
we consider to be reportable conditions. Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the design or operation of the internal control
over compliance that, in our judgment, could adversely affect the State of Minnesota's ability to
administer a major federal program in accordance with applicable requirements oflaws,
regulations, contracts, and grants. Reportable conditions are identified and described in
Section III of the accompanying Schedule ofFindings and Questioned Costs.

A material weakness is a reportable condition in which the design or operation of one or more
of the internal control components does not reduce, to a relatively low level, the risk that
noncompliance with applicable requirements oflaws, regulations, contracts, and grants caused
by error or fraud that would be material in relation to a major federal program being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. Our consideration of the internal control over compliance
would not necessarily disclose all matters in the internal control that might be reportable
conditions and, accordingly, would not necessarily disclose all reportable conditions that are
also considered to be material weaknesses. However, of the reportable conditions described
above, we consider findings H-I and H-2, R-I and R-2, and S-l of report 06-10 to be material
we8knesses.
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Members of the Legislature
The Honorable Tim Pawlenty, Governor
Ms. Peggy Ingison, Commissioner ofFinance
Page 3

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the State ofMinnesota, as of and for the year ended
June 30, 2005, and have issued our report thereon dated November 18, 2005. We did not audit
the financial statements of the Minnesota State Colleges and Universities (MuSCU), which is
both a major fund and 78 percent, 79 percent, and 35 percent, respectively, of the total assets,
net assets, and operating revenues of the primary government's business-type activities. We
also did not audit the financial statements of the University of Minnesota, Metropolitan
Council, Housing Finance Agency, Public Facilities Authority, Minnesota Workers
Compensation Assigned Risk Plan, Higher Education Services Office, and Minnesota
Partnership for Action Against Tobacco, which cumulatively represent 99 percent, 99 percent,
and 99 percent, respectively, of the total assets, net assets, and revenues of the total discretely
presented component units. Those financial statements were audited by other auditors whose
reports thereon have been furnished to us, and our opinion, insofar as it relates to the amounts
included for the aforementioned business-type activities, major proprietary fund, and discretely
presented component units, is based solely on the reports of other auditors.

Our audit was performed for the purpose offorming opinions on the financial statements that
collectively comprise the State of Minnesota's basic financial statements. The accompanying
Schedule of Expenditures ofFederal Awards is presented for the purposes of additional analysis
as required by OMB Circular A-l33 and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole.

Cecile M. Ferkul, CPA, CISA
Deputy Legislative AuditorLegislative Auditor

This report is intended solely for the information and use of the management of the State of
Minnesota, the governor of the State of Minnesota, the Minnesota Legislature, and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

March 16,2006, except for Schedule of Expenditures of Federal Awards as to which the date is
November 18, 2005
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CDFA
NUMBER

U.S. DEPARTMENT OF AGRICULTURE

Child Nutrition Cluster

FEDERAL
PROGRAM NAME

STATE OF MINNESOTA
MAJOR FEDERAL PROGRAMS

SCHEDULE OF EXPENDITURES

YEAR ENDED JUNE :10, 2005

STATE AGENCY
FEDERAL

eXPENDITURES

Child Nutrition Cluster Total S

10.553

10.555

10.555
10.556

10.559

SCHOOL BREAKFAST PROGRAM

NATIONAL SCHOOL LUNCH PROGRAM
NATIONAL SCHOOL LUNCH PROGRAM

SPECIAL MILK PROGRAM FOR CHILDREN
SUMMER FOOD SERViCE PROGRAM FOR CHILDREN

EDUCATION

HUMAN SERVICES

EDUCATION

EDUCATION
EDUCATION

s 19,434,050

5,087
88,321,770

884,601

2,837,589
111,483,097

Food Stamp Cluster

10.551 FOOD STAMPS
10.561 STATE ADMIN MATCHING GRANT FOR ·FOOD STAMPS PROGRAM

10.557 SPECIAL SUPPL PROG. NlITRlTlONlWOMENIiNFANTS & CHILDREN (5)

10.558 CHILD & ADULT CARE FOOD PROGRAM
10.558 CHILD & ADULT CARE FOOD PROGRAM

U.S. DEPARTMENT OF DEFENSE

12.401 NATIONAL GUARD MILITARY OPERATIONS & MAINTENANCE PROJECTS

12.401 NATIONAL GUARD MILITARY OPERATIONS & MAINTENANCE PROJECTS

U.S. DEPARTMENT OF HOUSING & URBAN DEVELOPMENT

14.228 COMMUNI'TY DEVELOPMENT BLOCK GRANTS/STATE'S PROGRAM

HUMAN SERVICES 268,467,762
HUMAN SERVICES 39,929,789

Food Stamp Cluster Total S 308,397,551

HEALTH 71,167,577

EDUCATION 56,046,400
STATE COLLEGES & UNIVERSITIES 28,727

CFDA 10.558 Program Total S 56,075,127

NATURAL RESOURCES 13,912

MILITARY AFFAIRS 27,189,259
CFDA 12.401 Program Total S 27,203,171

EMPLOYMENT & ECONOMIC DEV. 25,558,161

U.S. DEPARTMENT OF LABOR

Employment Services Cluster

17.207

17.207
17.801

17.804

EMPLOYMENT SERVICE
EMPLOYMENT SERVICE
DISABLED VETERANS OUTREACH PROGRAM

LOCAL VETERANS' EMPLOYMENT REPRESENTATIVE PROGRAM

EMPLOYMENT & ECONOMIC DEY.
STATE COLLEGES & UNIVERSITIES

EMPLOYMENT & ECONOMIC DEV.

EMPLOYMENT & ECONOMIC DEV.
Employment Services Cluster Total $

18,915,645

154,455
1,591,370

1,315,516
21,977,996

Workforce Investment Act Cluster

17.258

17.258
17.259
17.260

17.260

17.225

WIA ADULT PROGRAM
WIA ADULT PROGRAM

WIA YOUTH ACTIVITIES
WIA DISLOCATED WORKERS

WlA DISLOCATED WORKERS

UNEMPLOYMENT INSURANCE (6)

EMPLOYMENT & ECONOMIC DEV.
STATE COLLEGES & UNIVERSITIES

EMPLOYMENT & ECONOMIC DEY.
EMPLOYMENT & ECONOMIC DEV.

STATE COLLEGES & UNIVERSlTlES

Workforce Investment Act Cluster Total S

EMPLOYMENT & ECONOMIC DEV.

7,990,652

110,492

9,013,835
12,356,415

132,193

29,503,587

717,304,843

U.S. DEPARTMENT OF TRANSPORTATION

Highway Planning and Construction Cluster

20.205 HIGHWAY PLANNING & CONSTRUCTION

The notes (referenced in parentheses) are an integral part of these statements.
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CDFA
NUMBER

FEDERAL
PROGRAM NAME

STATE OF MINNESOTA

MAJOR FEDERAL PROGRAMS

SCHEDULE OF EXPENDITURES

YEAR ENDED JUNE 30, 2005

STATE AGENCY
FEDERAL

EXPENDITURES

U.S. DEPARTMENT OF TRANSPORTATION (Continued)

Highway Planning and Construction Cluster

20.205

20.205

20.106

HIGHWAY PlANNING & CONSTRUCTION

HIGHWAY PLANNING & CONSTRUCTION

AIRPORT IMPROVEMENT PROGRAM

EMPLOYMENT & ECONOMIC DEV. S
PUBLIC SAFElY

Highway Planning and Construction Cluster Total $

TRANSPORTATION

13,146

118,955
434,097,616

61,485,556

U.S. DEPARTMENT OF THE TREASURY

21.XXX JOBS & GROWTH TAX RELIEF RECONCILIATION ACT OF 2003 (9)

u.s. GENERAL SERVICES ADMINISTRATION

39.011 ELECTION REFORM PAYMENTS

U.S. DEPARTMENT OF EDUCATION

SpecIal Education Cluster

FINANCE

SECRETARY OF STATE

167,287,927

1,645,191

84.027

84.027
84.173

84.173

SPECIAL EDUCATION·GRANTS TO STATES
SPECIAL EDUCATION-GRANTS TO STATES

SPECIAL EDUCATION~PRESCHOOLGRANTS
SPECIAL EDUCATION~PRESCHOOLGRANTS

EDUCATION
STATE COLLEGES & UNIVERSITIES

EDUCATION

STATE COLLEGES & UNIVERSITIES
Special Education Cluster Total $

157,341,316

101,104
7.412,504

67,760
164,922,684

Student Financial Assistance Cluster

84.007
84.033

84.063

84.010

84.126

84.367
84.367

FEDERAL SUPPLEMENTAL EDUCATION OPPORTUNITY GRANTS

FEDERAL WORK~STUDYPROGRAM
FEDERAL PELL GRANT PROGRAM

TITLE 1 GRANTS TO LOCAL EDUCATIONAL AGENCIES
VOCATIONAL REHABILITATION GRANTS TO STATES

IMPROVING TEACHER QUALITY STATE GRANTS

IMPROVING TEACHER QUALITY STATE GRANTS

STATE COLLEGES & UNIVERSITIES

STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES

Student Financial Assistance Cluster Total S

EDUCATION
EMPLOYMENT & ECONOMIC DEV.

STATE COLLEGES & UNIVERSITlES

EDUCATION
CFDA 84.367 Program Total S

5,574,156
7,019,976

109,238,576

121,832,708

111,782,423
40,267.104

326,332
46.336,173

46,662,505
U.S. DEPARTMENT OF HEALTH & HUMAN SERVICES

Aging Cluster

93.044
93.045

93.053

GRANTS FOR SUPPORTIVE SERVICES AND SENIOR CENTERS

SPECIAL PROGRAMS FOR THE AGING-NUTRITION SERVICES
NUTRITION SERVICES INCENTIVE PROGRAM

HUMAN SERVICES

HUMAN SERVICES
HUMAN SERVICES

Aging Cluster Total S

7,564,416

7,363,844
2,402,061

17,330,321

Child Care Cluster

93.575
93.575

93.596

CHILD CARE & DEVELOPMENT BLOCK GRANT

CHILD CARE & DEVELOPMENT SLOCK GRANT
CHILD CARE MANDATORY & MATCH. FUNDS - CHILD CARE/DEV FUND

STATE COLLEGES & UNIVERSITIES

HUMAN SERVICES

HUMAN SERVICES
Child Care Cluster Total S

76.147
65,703,404

47,283,481

113,063,032

Medicaid Cluster

93.775 STATE MEDICAID FRAUD CONTROL UNITS

93.777 ST. HEALTH CARE & CERTIF.-HEALTH CARE PROVIDERS/SUPPLIERS

The notes (referenced in parenthesis) are an integral part of lhese statements.
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CDFA
NUMBER

FEDERAL
PROGRAM NAME

STATE OF MINNESOTA

MAJOR FEDERAL PROGRAMS

SCHEOULE OF EXPENDITURES

YEAR ENDED JUNE 30, 2005

STATE AGENCY
FEDERAL

EXPENDITURES

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES (Continued)

Medicaid Cluster

93.777
93.778

93.283

93.558

93.563

93.568

93.658
93.658

93.659

93.767

93.959

ST. HEALTH CARE & CERTIF.-HEALTH CARE PROVIDERS/SUPPLIERS

MEDICAL ASSISTANCE PROGRAM (5)

CENTER FOR DISEASE CONTROL & PREVENTION

TEMPORARY ASSISTANCE FOR NEEDY FAMILIES

CHILD SUPPORT ENFORCEMENT

LOW INCOME HOME ENERGY ASSISTANCE

FOSTER CARE-TITLE IV-E

FOSTER CARE-TITLE IV·E

ADOPTION ASSISTANCE

STATE CHILDREN'S INSURANCE PROGRAM

BLOCK GRANTS FOR PREVENTION & TREATMENT OF SUBSTANCE ABUSE

HUMAN SERVICES S
HUMAN SERVICES

Medicaid Cluster Total S

HEALTH

HUMAN SERVICES

HUMAN SERVICES

COMMERCE

STATE COLLEGES & UNIVERSITIES

HUMAN SERVICES
CFDA 93.658 Tolal S

HUMAN SERVICES

HUMAN SERVICES

HUMAN SERVICES

4,201,024
2,949,782,406
2,961,199,345

26,358,925

210,249,345

98,348,187

76,407,954

94,335
70,600,737
70,695,072

21,241,389

76,482,167

23,511,293

U.S. DEPARTMENT OF HOMELAND SECURITY

97.004
97.004
97.004
97.004

STATE DOMESTIC PREPAREDNESS EQUIP. SUPPORT PROG.

STATE DOMESTIC PREPAREDNESS EQUIP. SUPPORT PROG.
STATE DOMESTIC PREPAREDNESS EQUIP. SUPPORT PROG.

STATE DOMESTIC PREPAREDNESS EQUIP. SUPPORT PROG.

AGRICULTURE
STATE COLLEGES & UNIVERSITIES

NATURAL RESOURCES

PUBLIC SAFETY
CFDA 97.004 Tolal S

Miljor Program Total $

12,844
7,050

83,801
35,826,225
35,929,920

6,249,571,774

The notes (referenced in parentheses) are an integral part of these statements,
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CDFA
NUMBER

U.s. DEPARTMENT OF AGRICULTURE

Emergency Food Asslstanca Cluster

FEDERAL
PROGRAM NAME

STATE OF MINNESOTA
NONMAJOR FEDERAL PROGRAMS

SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 30, 2005

STATE AGENCY
FEDERAL

EXPENDITURES

Schools ilnd ROilds Clustor

10.568

10.665

10.025
10.025
10.069
10.156
10.162
10.163
10.206
10.222
10.222
10.226
10.303
10.450
10.475
10.500
10.550
10.560
10.565
10.572
10.576
10.652
10.652
10.664
10.664
10.668
10.766
10.901
10.902
10.912

EMERGENCY FOOD ASSISTANCE-ADMIN COSTS

SCHOOLS AND ROADS·GRANTS TO STATES

PLANT/ANIMAL DISEASEiCARElPEST CONTROLS
PLANTfANIMAL DISEASE/CARE/PEST CONTROLS
CONSERVATION RESERVE PROGRAM
FEDERAL-5TATE MARKETING IMPROVEMENT
INSPECTION GRADING & STANDARDIZATION
MARKET PROTECTION AND PROMOTION
AGRICULTURAL COMPETITIVE RESEARCH
TRIBAL COLLEGES ENDOWMENT PROGRAM
TRIBAL COLLEGES ENDOWMENT PROGRAM
SECONDARY & TWO-YR POSTSECONDARY AG ED
INTEGRATED PROGRAMS
CROP INSURANCE
COOP AGREEMENTS·INTRASTATE MEAT & POULTRY INSPECTIONS
COOPERATIVE EXTENSION SERVICE
FOOD DISTRIBUTION
STATE ADMIN EXPENSES FOR CHILD NUTRmON
COMMODITY SUPPLEMENTAL FOOD PROGRAM
WIC FARMERS' MARKET NUTRITION
SENIOR FARMERS MARKET NUTRITION PROGRAM
FORESTRY RESEARCH
FORESTRY RESEARCH
COOPERATIVE FORESTRY ASSISTANCE
COOPERATIVE FORESTRY ASSISTANCE
ADDmONAL LANDS~RANTSTO MINNESOTA
COMMUNITY FAC1UTIES LOANS AND GRANTS
RESOURCE CONSERVATION AND DEVELOPMENT
SOIL & WATER CONSERVATION
ENVIRONMENTAL QUALITY INCENTIVES PROGRAM

HUMAN SERViCES S
Emergency Food Assistance Clustor Total S

FINANCE
Schools and Roads Cluster Total S

ANIMAL HEALTH BOARD
AGRICULTURE
NATURAL RESOURCES
AGRICULTURE
AGRICULTURE
AGRICULTURE
STATE COLLEGES & UNIVERSITIES
NATURAL RESOURCES
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
AGRICULTURE
AGRICULTURE
AGRICULTURE
AGRICULTURE
EDUCATION
EDUCATION
HEALTH
AGRICULTURE
AGRICULTURE
STATE COLLEGES & UNIVERSrTlES
NATURAL RESOURCES
NATURAL RESOURCES
AGRICULTURE
FINANCE
STATE COLLEGES &. UNIVERSITIES
NATURAL RESOURCES
AGRICULTURE
AGRICULTURE

825,973
825,973

2,105,237
2,106,237

1,628,001
151,252

95,785
57,250

330,482
610,005
42.054
20,933

1,838
7,500
3,829

33.317
536.086
51,153

18,534,369
2,348,516

921,136
501,731
155,816

69,590
119.671

3,097,503
226,108

2,101,500
22,036

5,264
30,120
13,270

U,S. DEPARTMENT OF COMMERCE

Public Works and Economic Development Cluster

11.307

11.303
11.413
11.419
11.431
11.467

ECONOMIC ADJUSTMENT ASSISTANCE

ECONOMIC DEVELOPMENT-TECHNICAL ASSIST.
FISHERY PRODUCTS INSPECTION/CERTIFICATION
COASTAL ZONE MANAGEMENT ADMIN AWARDS
CLIMATE AND ATMOSPHERIC RESEARCH
METEOROLOGIC & HYDROLOGIC MODERNIZATION DEVELOPMENT

STATE COLLEGES & UNIVERSrTlES
Public Works and Economic Development Cluster Total $

STATE COLLEGES &. UNIVERSITIES
AGRICULTURE
NATURAL RESOURCES
STATE COLLEGES &. UNIVERSlTlES
STATE COLLEGES &. UNIVERSITIES

53.757
53,757

68,557
14,354

1,821,717
432

4.014

U.S, DEPARTMENT OF DEFENSE

12104
12.113
12.300
12.404

FLOOD PLAIN MANAGEMENT SERViCES
REIMBURSEMENT OF TECHNICAL SERVICES
BASIC &APPLlED SCIENTIFIC RESEARCH
NATIONAL GUARD CNlLIAN OPPORTUNITIES

FINANCE
POLLUTION CONTROL AGENCY
STATE COLLEGES & UNIVERsmES
MILITARY AFFAIRS

15.863
281,183

14.723
482,000

The notes (referenced in parentheses) are an integral part of thesa statements.
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COFA
NUMBER

FEDERAL
PROGRAM NAME

STATE OF MINNESOTA
NONMAJORFEDERALPROGRAMS

SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE :l0, 2005

STATE AGENCY
FEDERAL

EXPENDITURES

U.S. DEPARTMENT OF HOUSING & URBAN DEVELOPMENT

Community Development Block Grants/EntItlement Cluster

14.218 COMMUNl1Y DEVELOPMENT BLOCK GRANTS/ENTITLEMENT GRANTS STATE COLLEGES & UNIVERSmES S
CommunIty Doyelopment Block Gfilnts/Entltlement Cluster Totill S

24,819
24,819

14.231
14.235
14.235
14.512
14.519
14.905

EMERGENCY SHELTER GRANTS PROGRAM
SUPPORTIVE HOUSING PROGRAM
SUPPORTIVE HOUSING PROGRAM
COMMUNITY DEVELOPMENT WORK-STUDY PROGRAM
TRIBAL COLLEGES AND UNIVERSITIES PROGRAM
LEAD HAZARD REDUCTION DEMONSTRATION GRANT PROGRAM

HUMAN SERVICES
VETERANS HOME BOARD
HUMAN SERVICES
STATE COLLEGES & UNIVERSrTlES
STATE COLLEGES & UNIVERSrTlES
EMPLOYMENT & ECONOMIC DEV.

1,156,235
226,097
528,894

43,894
27,569

632,257

U.S, DEPARTMENT OF INTERIOR

FIsh & Wildlife Cluster

15.605
15.611
15.511

15.608
15.608
15.615
15.616
15.633
15.534
15.634
15.805
15.808
15.809
15.809
15.809
15.810
15.916
15.923
15.978
15.FEB
15.FFB

SPORT FISH RESTORATION
WILDLIFE RESTORATION
WILDLIFE RESTORATION

FISH & WILDLIFE MGMT ASSISTANCE
FISH & WILDLIFE MGMT ASSISTANCE
COOP ENDANGERED SPECIES CONSERVATION FUND
CLEAN VESSEL ACT
LANDOWNER INCENTIVE
STATE WILDLIFE GRANTS
STATE WILDLIFE GRANTS
ASSIST. TO STATE WATER RESOURCES RESEARCH INSTITUTES
U.S. GEOLOGICAL SURVEY -:RESEARCH & DATA COLLECTION
NATIONAL SPATIAL DATA INFRASTRUCTURE AGREEMENTS
NATIONAL SPATIAL DATA INFRASTRUCTURE AGREEMENTS
NATIONAL SPAllAL DATA INFRASTRUCTURE AGREEMENTS
NATIONAL COOPERATIVE GEOLOGIC MAPPING PROGRAM
OUTDOOR RECREATION-ACQ., DEVP. & PLANNING
NATIONAL CENTER FOR PRESERVATION TECH. & TRAINING
UPPER MISSISS. RIVER SYSTEM LONG TERM RESOURCE MONITORING
ENDANGERED SPECIES-PLANTS-NON-TITLE IV (8)
ENDANGERED SPECIES-PLANTS-(NON-TlTLE 6) (8)

NATURAL RESOURCES
STATE COLLEGES & UNIVERSrTlES
NATURAL RESOURCES

FIsh & WHduro Cluster Totill S

STATE COLLEGES & UNIVERSlTlES
NATURAL RESOURCES
NATURAL RESOURCES
NATURAL RESOURCES
NATURAL RESOURCES
STATE COLLEGES & UNIVERSITIES
NATURAL RESOURCES
STATE COllEGES & UNIVERSrTlES
ADMINISTRATION
ADMINISTRATION
STATE COLLEGES & UNIVERSrTlES
NATURAL RESOURCES
NATURAL RESOURCES
NATURAL RESOURCES
STATE COLLEGES & UNIVERSITIES
NATURAL RESOURCES
NATURAL RESOURCES
NATURAL RESOURCES

11,180,027
3,404

7,219,955
18,403,386

7,612
13,381
25,071
10,000

528,580
20.941

1,096.149
27,895
10,270
12,252
7,978

22,536
77

1,093.431
17,516

336,665
10,357
30,678

U.S. DEPARTMENT OF JUSTICE

16.004
16.202
16,203
16.321
16.523
16.527
16.528
16.540
16.540
16.541
16.549
16.550
16.560
16.564
16.575
16.576
16.579

LAW ENFORCE. ASSIST. NARCOTICS & DANGEROUS DRUGS TRAINING
OFFENDER REENTRY PROGRAM
SEX OFFENDER MANAGEMENT DISCRETIONARY GRANT
ANTITERRORISM EMERGENCY RESERVE
JUVENILE ACCOUNTABILITY INCENTIVE BLOCK GRANT
SUPERVISED VISITATION SAFE HAVENS FOR CHILDREN
GRANTS TO STOP ABUSE & SEXUAL ASSAULT OF THE OLDERJDISABlED
JUVENILE JUSTICE & DELINQUENCY PREVENTION
JUVENILE JUSTICE & DELINQUENCY PREVENTION
DEY. & DEMONSTRATING PROMISING NEW PROGRAMS
PART E-STATE CHALLENGE ACTlVrTlES
STATE JUSTICE STATISTICS PROG. FOR STATISTICAL ANALYSIS CENTERS
NTL INST. OF JUSTICE RES., EVAL& DEVEL PROJ. GRANTS
CRIME LAB IMPROVE"'<~OMBINED OFFENDER DNA INDEX BACKLOG
CRIME VICTIM ASSISTANCE
CRIME VICTIM COMPENSATION
BYRNE FORMULA GRANT PROGRAM

PUBLIC SAFETY
CORRECTIONS
CORRECll0NS
PUBLIC SAFETY
SUPREME COURT
PUBLIC SAFETY
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
PUBLIC SAFETY
STATE COLLEGES & UNIVERSITIES
PUBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY

147,391
949,494

45,796
85,275
49,464

196,336
91,330
5,940

1,048,905
598,014
178.991

30,923
96,268

416,345
6,136,910
1,407,079
7,447,039

The noles (referenced in parentheses) are an integral part of these statements.
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CDFA
NUMBER

U.S. DEPARTMENT OF JUSTICE (Continued)

FEDERAL
PROGRAM NAME

STATE OF MINNESOTA
NONMAJOR FEDERAL PROGRAMS

SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 3D, 2005

STATE AGENCY
FEDERAL

EXPENDITURES

16.580
16,580
16.586
16.58a
16,592
16.593
16.595
16.606
16,607
16,607
16.609
16.710
16.712
16.727
16.733

EOWARO BYRNE STATEllOCAL LAW ENFORCE. ASSIST. DISC. GRANTS
EDWARD BYRNE STATE/LOCAL LAW ENFORCE. ASSIST. DlSC. GRANTS
VIOLENT OFFENDER INCARC·TRUTH·IN SENTENCING INCENTIVE GRANTS
VIOLENCE AGAINST WOMEN FORMULA GRANTS
LOCAL LAW ENFORCEMENT BLOCK GRANTS PROGRAM
RESIDENTIAL SUBSTANCE ABUSE TREATMENT FOR STATE PRISONERS
COMMUNITY CAPACITY DEVELOPMENT OFFICE
STATE CRIMINAL ALIEN ASSISTANCE PROGRAM
BULLETPROOF VEST PARTNERSHIP PROGRAM
BULLETPROOF VEST PARTNERSHIP PROGRAM
COMM. PROSECUTION & PROJECT SAFE NEIGHBORHOODS
PUBLIC SAFETY PARTNERSHIP & COMMUNITY POLICING GRANTS
POLICE CORPS
ENFORCE UNDERAGE DRINKING LAWS PROGRAM
NATIONAL INCIDENT BASED REPORTING SYSTEM

TRIAL COURTS
PUBLIC SAFETY
CORRECTIONS
PUBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY
CORRECTIONS
NATURAL RESOURCES
CORRECTIONS
puBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY

s 317,294
3,407,716

845,501
2,065,492
1,117,584

256,699
955,864

1,294,390
3,528

13.563
490,874
295,Oa1
957.119
393,747
684,562

U.S. OEPARTMENT OF LABOR

17.002
17.005
17.235
17.245
17253
17.261
17.261
17.266
17,267
17.502
17.503
17.504
17.600
17.720

LABOR FORCE STATISTICS
COMPENSATION & WORKING CONDITIONS
SENIOR COMMUNITY SERVICE EMPLOYMENT PROGRAM
TRADE ADJUSTMENT ASSISTANCE·WORKERS
WELFARE TO WORK TO WORK GRANTS TO STATES & LOCALITIES
EMPLOYMENT & TRAINING ADMIN. PILOTS, DEMONST.fRES. PROJ.
EMPLOYMENT & TRAINING ADMIN. PILOTS, DEMONST.IRES, PROJ.
WORK INCENTIVES GRANT
WIA INCENTIVE GRANTS· SECTION 503 GRANTS TO STATES
OCCUPATIONAL SAFETY AND HEALTH SUSAN HARWOOD TRG. GNTS.
OCCUPATIONAL SAFETY & HEALTH.sTATE PROGRAM
CONSULTATION AGREEME~TS

MINE HEALTH & SAFETY GRANTS
DISABILITY EMPLOYMENT POLICY DEVELOPMENT

EMPLOYMENT & ECONOMIC DEV.
LABOR AND INDUSTRY
EMPLOYMENT & ECONOMIC DEV.
EMPLOYMENT & ECONOMIC DEV.
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
EMPLOYMENT & ECONOMIC DEV.
EMPLOYMENT & ECONOMIC DEY.
EMPLOYMENT & ECONOMIC DEV.
STATE COLLEGES & UNIVERSITIES
LABOR AND INDUSTRY
LABOR AND INDUSTRY
STATE COLLEGES & UNIVERSITIES
EMPLOYMENT & ECONOMIC DEY.

2,022,279
109,692

1,900,531
14,633,764

168,119
652,970
152,415

2,342
5,000

47,905
4,298,291
1,052,899

251,867
595,337

U.S. DEPARTMENT OF TRANSPORTATION

Federal Transit Cluster

20.500
20.507
20,507

FEDERAL TRANSIT CAPITAL IMPROVEMENT GRANTS
FEDERAL TRANSIT FORMULA GRANTS
FEDERAL TRANSIT FORMULA GRANTS

TRANSPORTATION
PUBLIC SAFETY
TRANSPORTATION

98,864
60,863

6,431,590

Federal Transit Cluster Total $

Highway Safety Cluster

6,591,::117

20.600
20.600
20.601
20.603

20.100
20.100
20.215
20.217
20.218
20.219
20.505

STATE & COMMUNITY HIGHWAY SAFETY
STATE & COMMUNITY HIGHWAY SAFElY
ALCOHOL TRAFFIC SAFErf/DRUNK DRIVING PREVo INCENTIVE GRANTS
FEDERAL HIGHWAY SAFElY DATA IMPROVEMENT

AVIATION EDUCATION
AVIATION EDUCATION
HIGHWAY TRAINING & EDUCATION
MOTOR CARRIER SAFErf
NATIONAL MOTOR CARRIER SAFETY
RECREATIONAL TRAILS PROGRAM
FEDERAL TRANSIT-METROPOLITAN TRAINING GRANTS

PUBLIC SAFETY
STATE COLLEGES & UNIVERSlTlES
PUBLIC SAFETY
PUBLIC SAFETY

Highway Safety Cluster Total S

STATE COLLEGES & UNIVERSITIES
TRANSPORTATION
STATE COLLEGES & UNIVERSlTlES
PUBLIC SAFETY
PUBLIC SAFETY
NATURAL RESOURCES
TRANSPORTATION

13,872,307
7,200

806,104
214,205

14,899,816

724,863
464,396

1,063
391,020

5,426,972
995,232

4,051,885

The noles (referenced in parentheses) are an integral part of lhase statements.
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STATE OF MINNESOTA
NONMAJOR FEDERAl. PROGRAMS

SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 3D, 2005

CDFA
NUMBER

FEDERAL
PROGRAM NAME STATE AGENCY

FEDERAL
EXPENDITURES

U.S. DEPARTMENT OF TRANSPORTATION (Continued)

U.S. SMALL BUSINESS ADMINISTRATION

U.S. ENVIRONMENTAL PROTECTION AGENCY

U.S. DEPARTMENT OF VETERANS AFFAIRS

U.S. NATIONAL SCIENCE FOUNDATION

TRANSPORTATION S 7,091,589
TRANSPORTATION 1,429,525
PUBLIC SAFETY 954,611
STATE COLLEGES &. UNIVERSlT1ES 40,117
PUBLIC SAFETY 234,530

HUMAN RIGHTS 411,500

STATE COLLEGES &. UNIVERSlT1ES 98,404

STATE ARTS BOARD 655,798
STATE COLLEGES &. UNIVERSlT1ES 4,257
STATE COLLEGES &. UNIVERSITIES 588
STATE COLLEGES &. UNIVERSlT1ES 174,229
EDUCATION 2,825.629

STATE COLLEGES &. UNIVERSITIES 91,281
STATE COLLEGES & UNIVERSITIES 122,920
STATE COLLEGES & UNIVERSITIES 36,181
STATE COLLEGES &. UNIVERSITlES 20,893
STATE COLLEGES & UNIVE:RSITIES 103,724
STATE COLLEGES &. UNIVERSITIES 41.489
STATE COLLEGES &. UNIVERSITIES 994,879
STATE COLLEGES & UNIVERSITIES 3,884

STATE COLLEGES & UNIVERSITIES 974,171
EMPLOYMENT & ECONOMIC DEV. 1,511.316

VETERANS HOME BOARD 2,121,074
VETERANS HOME BOARD 11.005,808
LABOR AND INDUSTRY 37,749
VETERANS AFFAIRS 69,455

HEALTH 523,370
POLLUTION CONTROL AGENCY 36,751
POLLUTION CONTROL AGENCY 50,961
HEALTH 23,015
HEALTH 2,466,590
AGRICULTURE 17,938
POLLUTION CONTROL AGENCY 385,289
POLLUTION CONTROL AGENCY 6,025,160
STATE COLLEGES &. UNIVERSITIES 48,218
AGRICULTURE 155,652
POLLUTION CONTROL AGENCY 315,178
NATURAL RESOURCES 25,279
POLLUTION CONTROL AGENCY 191,153

SMALL BUSINESS DEVELOPMENT CENTER
SMALL BUSINESS DEVELOPMENT CENTER

VETERANS STATE DOMICILIARY CARE
VETERANS STATE NURSING HOME CARE
ALL·VOLUNTEER FORCE EDUCATION ASSISTANCE
STATE CEMETERY GRANTS

STATE INDOOR RADON GRANTS
SURVEY STUDIES, INVESTIGATIONS DEMONSTRATION-CLEAN AIR ACT
WATER POLLUTION CONTROL·STATE/INTERSTATE PROGRAM SUPPORT
WATER POLLUTION CDNTROL-STATE/INTERSTATE PROGRAM SUPPORT
STATE PUBLIC WATER SYSTEM SUPERVISION
STATE UNDERGROUND WATER SOURCE PROTECTION
WATER QUALITY MANAGEMENT PLANNING
NONPOINT SOURCE IMPLEMENTATION GRANTS
NONPOINT SOURCE IMPLEMENTATION GRANTS
NONPOINT SOURCE IMPLEMENTATION GRANTS
REGIONAL WETLAND PROGRAM DEVELOPMENT GRANTS
REGIONAL WETLAND PROGRAM DEVELOPMENT GRANTS
WATER QUALITY COOP. AGREEMENTS

PROMOTION OF THE ARTS·PARTNERSHIP AGREEMENTS
PROMOTION OF HUMANITIES·FEOERAUSTATE PRTNRSHP
PROMOTION OF THE HUMANITIES·PUBLIC PROGRAMS
STATE LIBRARY PROGRAM
STATE LIBRARY PROGRAM

FORMULA GRANTS FOR OTHER THAN URBANIZED AREAS
CAPITAL ASSIST. PROG.~ ELDERLY PERSONS/PERSONS WIDISAB.
PIPELINE SAFETY
INTERAGENCY HAZARD. MATERIALS·PUBLIC SECTOR TRAINING GRANTS
INTERAGENCY HAZARD. MATERIALS·PUBLIC SECTOR TRAINING GRANTS

ENGINEERING GRANTS
MATHEMATICAL & PHYSICAL SCIENCES
GEOSCIENCES
COMPUTER AND INFORMATION SCIENCE AND ENGINEERING
BIOLOGICAL SCIENCES
SOCIAL, BEHAVIORAL & ECONOMIC SCIENCES
EDUCATION & HUMAN RESOURCES
POLAR PROGRAMS

FAIR EMPLOYMENT PRACTICES CONTRACTS

66.032
66.034
66.419
66.419
66.432
66.433
56.454
66.460
66.460
66.460
66.461
66.461
66.463

59.037
59.037

64.014
64.015
64.124
64.203

U.S. NATIONAL FOUNDATION ARTS &. HUMANITIeS

U.S. NATIONAL AERONAUTICS &. SPACE ADMINISTRATION

43.001 AEROSPACE EDUCATION SERVICES PROGRAM

47.041
47.049
47.050
47.070
47.074
47.075
47.076
47.078

30.002

U.S. EQUAL EMPLOYMENT OPPORTUNITY COMMISSION

45.025
45.129
45.164
45.310
45.310

20.509
20.513
20.700
20.703
20.703

The noles (referenced in parentheses) are an integral part of tl1ese slatements.
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COFA
NUMBER

FEDERAL
PROGRAM NAME

STATE OF MINNESOTA
NONMAJOR FEDERAL PROGRAMS

SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 30, 2005

STATE AGENCY
FEDERAL

EXPENDITURES

U.S. ENVlRONMENTAL PROTECTION AGENCY (Continued)

66.467
66.458
65.469
56.469
66.469
66.471
66.471
66.472
66.474
66.480
66.500
66.605
66.606
56.606
66.608
66.609
56]00
66.700
66.707
56.708
66.802
56.805
66.808
56.814
66.817
65.818

WASTEWATER OPERATOR TRAINING
CAPITAL GRANTS·DRINKING WATER STATE REVOLVING FUNDS
GREAT LAKES PROGRAM
GREAT LAKES PROGRAM
GREAT LAKES PROGRAM
STATE GRANTS TO OPERATORS ~ SMALL WATER SYSTEMS
STATE GRANTS TO OPERATORS· SMALL WATER SYSTEMS
BEACH MONITORING AND NOTIFICATION PROGRAM
WATER PROTECTION GRANTS TO THE STATES
ASSESSMENT AND WATERSHED PROTECTION PROGRAM
ENVIRONMENTAL PROTECTION·CONSOllDATED RESEARCH
PERFORMANCE PARTNERSHIP GRANT
SURVEYS, STUDIES, & INVESTIGATIONS & SPECIAL PURPOSE GRANTS
SURVEYS, STUDIES, & INVESTIGATIONS & SPECIAL PURPOSE GRANTS
ENVIRONMENTAUINFORMATION EXCHANGE NETWORK
PROTECTION OF CHILDREN & OLDER ADULTS FROM ENV. HEALTH RISKS
CONSOLIDATED PESTlCIDE ENFORCEMENT COOP AGREEMENTS
CONSOLIDATED PESTICIDE ENFORCEMENT COOP AGREEMENTS
CERTIFICATION OF LEAD·BASED PAINT PROFESSIONALS
POLLUTION PREVENTION GRANTS PROGRAM
SUPERFUND STATE, POLITlCAL SUBDNlSION SITE·COOP AGREEMENTS
LEAKING UNDERGROUND STORAGE TANK TRUST FUND PROGRAM
SOLID WASTE MANAGEMENT ASSISTANCE GRANTS
BROWNSFIELD TRG. RESEARCH & TECH. ASSIST. GRANTS
STATE & TRIBAL RESPONSE PROGRAM GRANTS
BROWNFIELD ASSESSMENT & CLEANUP AGREEMENTS

POLLUTION CONTROL AGENCY
HEALTH
POLLUTION CONTROL AGENCY
HEALTH
NATURAL RESOURCES
HEALTH
STATE COLLEGES & UNIVERSITIES
pOLLUTION CONTROL AGENCY
HEALTH
POLLUTION CONTROL AGENCY
POLLUTION CONTROL AGENCY
POLLUTION CONTROL AGENCY
HEALTH
POLLUTION CONTROL AGENCY
POLLUTION CONTROL AGENCY
HEALTH
NATURAL RESOURCES
AGRICULTURE
HEALTH
POlLUTION CONTROL AGENCY
POlLUTION CONTROL AGENCY
POLLUTION CONTROL AGENCY
ENVIRONMENTAL ASSiSTANCE
AGRICULTURE
POLLUTION CONTROL AGENCY
EMPLOYMENT & ECONOMIC DEV.

s 44,485
1,3n,046

248,497
53'

40,000
200,698

76,705
279,422
93,058

9,000
27,384

6,036,715
40,n6

664,165
171,945
24,814
18,054

823,303
331,030
52,510

1,051,960
1,473.737

n,355
109,431
875,509

24,194

U.S, DEPARTMENT OF ENERGY

81.041
81.042
81.117
81.119

STATE ENERGY CONSERVATION PROGRAM
WEATHERIZATION ASSISTANCE-LOW INCOME PERSONS
ENERGY EFFICIENCY & RENEWABLE ENERGY INFO DISSEMINATiON
STATE ENERGY PROGRAM SPECIAL PROJECTS

COMMERCE
COMMERCE
COMMERCE
COMMERCE

1,323,266
9,752,106

49,024
460,352

U,S. DEPARTMENT OF EDUCATION

TRIO Cluster

84.042
64.044
64.047
64.066
84.217

84.002
84.002
64.011
84.013
64.031
84.048
64.116
64.129
84,132
84.169
84.1n
84.181
64.184
84.165
84.186
84.187
84.194

TRIO..sTUDENT SUPPORT SERVICES
TRIO-TALENT SEARCH
TRIO-UPWARD BOUND
TRIO-EDUCATIONAL OPPORTUNITY CENTERS
TRIO·MCNAIR POST·BACCALAUREATE ACHIEVEMENT

ADULT EDUCATION·STATE GRANT
ADULT EDUCATION·STATE GRANT
MIGRANT EDUCATiON·STATE GRANT PROGRAMS
TITLE I·NEGLECTED & DEliNQUENT CHILDREN
HIGHER EDUCATIDN·INSTfTUTIONALAID
VOCATIONAL EDUCATION·BASIC STATE GRANTS
IMPROVEMENT OF POSTSECONDARY EDUCATION
REHABILITATION LONG·TERM TRAINING
CENTERS FOR INDEPENDENT LIVlNG
INDEPENDENT lIVING..sTATE GRANTS
INDEPENDENT LIVING SERVICES FOR OLDER INDNlD. WHO ARE BLIND
SPECIAL ED. GRANTS FOR INFANTS & FAMILIES WITH DISABILfTlES
SAFE & DRUG FREE SCHOOLS & COMMUNfTlES
BYRD HONORS SCHOLARSHIPS
SAFE & DRUG-FREE SCHOOlS·STATE GRANTS
SUPPORTED EMPLOY. SERVICES FOR INDIV WI SEVERE DISABILITIES
BILINGUAL EDUCATION SUPPORT SERVICES

STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES

TRIO Cluster TotalS

STATE COLLEGES & UNIVERSfTlES
EDUCATION
EDUCATION
EDUCATION
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
EMPLOYMENT & ECONOMIC DEV.
EMPLOYMENT & ECONOMIC DEV.
EMPLOYMENT & ECONOMIC DEV.
EDUCATION
EDUCATION
EDUCATION
EDUCATION
EMPLOYMENT & ECONOMIC DEY.
EDUCATION

5,930,694
1,204,320
4,188,598

743,558
200,749

12,267,919

1,088
7,559,603
1,741,654

283,622
181,605

18,291,813
948,505
154,434
944,050
559,308
520,264

6,522,423
459,924
722,974

6,268,626
556,992

2,745,517

The nales (reierenced in parentheses) are an integral part of these statements.
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CDFA
NUMBER

FEDERAL
PROGRAM NAME

STATE OF MINNESOTA
NONMAJOR FEDERAL PROGRAMS

SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 30,2005

STATE AGENCY
FEDERAL

EXPENDITURES

U,S, DEPARTMENT OF EDUCATION (Continued)

64.195
84.213
84.224
64.234
64.235
84.243
84.265
84.276
84.281
84.282
84.287
84.292
84.298
64.314
84.318
64.323
84.323
84.324
84.324
84.325
84.326
84.331
84.332
84.333
84.335
84.336
84.336
84.342
84.344
84.346
84.357
84.358
84.361
84.365
84.366
84.368
84,359

EDUCATION FOR HOMELESS CHILDREN & YOUTH
EVEN START..gTATE EDUCATlONAGENCIES
ASSISTIVE TECHNOLOGY STATE GRANTS
PROJECTS WITH INDUSTRY
REHAB. SERVICES DEMONSTRATION & TRAINING PROGRAM
TECH·PREP EDUCATION
STATE VOC. REHAB, UNIT IN-SERVICE TRAINING
GOALS 2000-STATE & LOCAL ED. IMPROVEMENT
EISENHOWER PROF. DEVELOPMENT· STATE
CHARTER SCHOOLS
TWENTY·FIRST CENTURY COMMUNITY LEARNING
BILINGUAL EDUCATION RESEARCH PROGRAMS
STATE GRANTS FOR INNOVATIVE PROGRAMS
EVEN START-STATEWIDE LITERACY PROGRAM
EDUCATION TECHNOLOGY STATE GRANTS
SPECIAL EDUCATION-STATE PERSONNEL DEVELOPMENT
SPECIAL EDUCATION-STATE PERSONNEL DEVELOPMENT
RESEARCH IN SPECIAL EDUCATION
RESEARCH IN SPECIAL EDUCATION
PERSONNEL PREP, TO IMPROVE SERV, FOR DISABLED CHILDREN
TECHNICAL ASSISTANCE TO IMPROVE SERVICES·DISABLED CHILDREN
GRANTS TO STATES FOR INCARCERATED YOUTH OFFENDERS
COMPREHENSIVE SCHOOL REFORM DEMONSTRATION
DEMONSTR. PROJ.·ENSURE STUDENTS WIOISABILITIES REC. HIGHER ED.
CHILD CARE ACCESS MEANS PARENTS IN SCHOOL
TEACHER QUALITY ENHANCEMENT GRANTS
TEACHER QUALITY ENHANCEMENT GRANTS
PREPARING TOMORROWS TEACHERS TO USE TECHNOLOGY
TRIO DISSEMINATION PARTNERSHIP GRANTS
OCCUPATIONAL & EMPLOYMENT INFORMATION GRANT
READING FIRST STATE GRANTS
RURAL EDUCATION
VOLUNTARY PUBLIC SCHOOL CHOiCE
ENGLISH LANGUAGE ACQUISITION GRANTS
MATHEMATICS AND SCIENCE PARTNERSHIPS
GRANTS FOR ENHANCED ASSESSMENT INSTRUMENTS
GRANTS FOR STATE ASSESSMENTS & RELATED ACTIVITIES

EDUCATION
EDUCATION
ADMINISTRATION
EMPLOYMENT & ECONOMIC DEY,
ADMINISTRATION
STATE COLLEGES & UNIVERSITIES
EMPLOYMENT & ECONOMIC DEV,
EDUCATION
STATE COLLEGES & UNIVERSITIES
EDUCATION
EDUCATION
EDUCATION
EDUCATION
EDUCATION
EDUCATION
STATE COLLEGES & UNIVERSITlES
EDUCATION
STATE COLLEGES & UNIVERSITIES
EDUCATION
STATE COLLEGES & UNIVERSITIES
EDUCATION
CORRECTIONS
EDUCATION
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
EDUCATION
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
EDUCATION
EDUCATION
EDUCATION
EDUCATION
STATE COLLEGES & UNIVERSITIES
EDUCATION
EDUCATION

s 497,369
2,146,971

861,476
242,288
316.488

1,643,752
94,576
26,559
15,258

9,034,417
8,814,805

25,760
6,611,608

4,540
8,537,975

802
896,069
880,456
79,656

310,390
159,819
143,575

2,457,920
11.745
99,462

815,671
2,512,101

5.819
87.345

147,596
9,5n,7S6

52,238
1.700.211
8.292,307

38,004
1,088.460
7,895,589

U.S. ELECTION ASSISTANCE COMMISSION

90.401 HELP AMERICA VOTE ACT REQUIREMENTS PAYMENTS SECRETARY OF STATE 881,827

us. DEPARTMENT OF HEALTH & HUMAN SERVICES

93.006
93.041
93.042
93.043
93.048
93.051
93.052
93.103
93.110
93.110
93.116
93.126
93.127
93.130
93.136
93.150
93.161

STATEJTERRITORIAL MINORITY HlVIAIDS DEMONSTRATION PROGRAM
PROGRAMS FOR PREVENTION ELDER ABUSEINEGLECTIEXPLOITATION
LONG TERM CARE OMBUDSMAN SERVICES FOR OLDER INDIVIDUALS
AGING·DISEASE PREVENTION & HEALTH PROMOTION SERVICES
SPECIAL AGING PROGRAMS
ALZHEIMER'S DISEASE DEMONSTRATION GRANTS TO STATES
NATIONAL FAMILY CAREGNER SUPPORT
FOOD & DRUG ADMINISTRATION RESEARCH
MATERNAL & CHILD HEALTH-FEDERAL CONSOLIDATED PROGRAMS
MATERNAL & CHILO HEALTH-FEDERAL CONSOLIDATED PROGRAMS
COOP AGREEMENTS FOR TUBERCULOSIS CONTROL PROGRAMS
SMALL BUSINESS INNOVATION RESEARCH
EMERGENCY MEDICAL SERVICES FOR CHILDREN
PRIMARY CARE SERVICES·RESOURCE COORDINATION AND DEVELOP.
INJURY PREVENTION & CONTROL RESEARCH
PROJECTS FOR ASSISTANCE IN TRANSITION FROM HOMELESSNESS
HEALTH PROGRAM FOR TOXIC SUBSTANCES & DISEASE REGISTRY

HEALTH
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
AGRICULTURE
HUMAN SERVICES
HEALTH
HEALTH
HEALTH
EMERGENCY MEDICAL SERVICES 80.
HEALTH
HEALTH
HUMAN SERVICES
HEALTH

113.628
25,500

217,005
379,890
449,433
229,133

2,379,427
258,747
27,988

817,536
867.768
37,164

127,722
175,280

1,641,930
610,000
513,695

The notes (referenced in parentheses) are an integral pan of these statements.
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CDFA
NUMBER

FEDERAL
PROGRAM NAME

STATE OF MINNESOTA
NONMAJOR FEDERAL PROGRAMS

SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 3D, 2005

STATE AGENCY
FEDERAL

EXPENDITURES

U.S, DEPARTMENT OF HEALTH AND HUMAN SERVICES {Continued)

93,165
93,184
93.185
93.189
93.191
93.197
93.204
93.217
93.230
93.230
93.230
93.235
93.241
93.243
93.245
93.247
93.251
93.256
93.259
93.262
93.268
93.273
93.301
93.358
93.359
93.359
93.393
93.399
93.556
93.566
93.569
93.570
93.571
93.576
93.576
93.576
93.584
93.585
93.586
93.590
93.595
93.597
93,599
93.600
93.600
93.603
93.617
93.630
93.631
93.643
93.645
93.647
93.648
93,652
93.667
93.669
93.671
93.674
93.768
93.769
93.n9
93.786
93.822

GRANTS TO STATES FOR LOAN REPAYMENT PROGRAM
DISABILITIES PREVENTION
IMMUNIZATION, RESEARCH, DEMONS. & CLINICAL SKILLS IMPROVEMENT
HEALTH EDUCATION AND TRAINING CENTERS
ALLIED HEALTH SPECIAL PROJECTS
CHILDHOOD LEAD POISONING PREVENTION PROJECT
SURVEILLANCE OF HAZARDOUS SUBSTANCE EMERGENCY EVENTS
FAMILY PLANNING SERViCES
CONSOLIDATED KNOWLEDGE DEVELOPMENT&APPLICATION PROGRAM
CONSOLIDATED KNOWLEDGE DEVELQPMENT&APPLICATION PROGRAM
CONSOLIDATED KNOWLEDGE DEVELOPMENT&APPLICATION PROGRMt
ABSTINENCE EDUCATION PROGRAM
STATE RURAL HOSPITAL FLEXIBILITY PROGRAM
SUBSTANCE ABUSE AND MENTAL HEALTH SERVICES
INNOVATNE FOOD SAFETY PROJECTS
ADVANCED EDUCAnON NURSING GRANT PROGRAM
UNIVERSAL NEWBORN HEARING SCREENING
STATE PtANNING·HEALTH CARE ACCESS FOR UNINSURED
RURAL ACCESS TO EMERGENCY DEVICES GRANT
OCCUPATIONAL SAFETY & HEALTH PROGRAM
CHILDHOOD IMMUNIZATiON GRANTS
ALCOHOL RESEARCH PROGRAMS
SMALL RURAL HOSPITAL IMPROVEMENT GRANTS
ADVANCED EDUCATION NURSING TRAINEESHIPS
NURSiNG, EDUCATION, PRACTICE & RETENTiON GRANTS
NURSiNG, EDUCATION, PRACTICE & RETENTION GRANTS
CANCER CAUSE & PREVENTION RESEARCH
CANCER CONTROL
PROMOTING SAFE & STABLE FAMILIES
REFUGEE & ENTRANT ASSISTANCE.sTATE ADMIN
COMMUNITY SERVICES BLOCK GRANT
COMMUNITY SERVICES BLOCK GRANT DISCRETIONARY AWARDS
COMMUNJTYSERVICES BLOCK GRANT-COMMUNITY FOOD & NUTRITION
REFUGEE & ENTRANT ASSiSTANCE
REFUGEE & ENTRANT ASSISTANCE
REFUGEE & ENTRANT ASSISTANCE
REFUGEE & ENTRANT TARGETED ASSISTANCE GRANTS
EMPOWERMENT ZONES
STATE COURT IMPROVEMENT PROGRAM
COMMUNITY BASED CHILD ABUSE PREVENTION GRANTS
WELFARE REFORM RESEARCH
GRANTS TO STATES FOR ACCESS & VISITATiON PROGRAMS
CHAFEE EDUCATION AND TRAINING VOUCHERS
HEAD START
HEAD START
ADOPTION INCENTIVE PAYMENTS
VOTING ACCESS FOR INDNIDUALS WITH DISABILITIES.(3RANTS
DEVELOPMENTAL DISABILlTlES-BASIC SUPPORT & ADVOCACY GRANTS
DEVELOPMENTAL DISABILITIES·PROJECTS OF NATIONAL SIGNIFiCANCE
CHILDREN'S JUSTICE·GRANTS TO STATES
CHILD WELFARE SERVICES-5TATE GRANTS
SOCIAL SERVICES RESEARCH & DEMONSTRATION
CHILD WELFARE SERVICES TRAINING GRANTS
ADOPTION OPPORTUNITIES
SOCIAL SERVICES BLOCK GRANT
CHILO ABUSE & NEGLECT STATE GRANTS
FAMILY VIOLENCE PREYJGRANTS·BATTERED WOMEN'S SHELTERS
CHAFEE FOSTER CARE INDEPENDENCE PROGRAM
MEDICAID INFRASTRUCTURE GRANTS·EMPLOY.·PEOPLE WI DISABILITIES
DEMONSTRATION TO MAINTAIN INDEPENDENCE & EMPLOYMENT
CENTERS FOR MEDICAREJMEDICAID SERVICES·RESEARCH, OEMONST.
STATE PHAMACEUTlCAL ASSISTANCE PORGRAM
HEALTH CAREERS OPPORTUNITY PROGRAM

HEALTH
HEALTH
HEALTH
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSITIES
HEALTH
HEALTH
HEALTH
EDUCATION
HUMAN SERVICES
STATE COLLEGES & UNIVERSITIES
HEALTH
HEALTH
HUMAN SERVICES
AGRICULTURE
STATE COLLEGES & UNIVERSITIES
HEALTH
HEALTH
EMERGENCY MEDICAL SERVICES BD.
HEALTH
HEALTH
STATE COLLEGES & UNIVERSITlES
HEALTH
STATE COLLEGES & UNIVERSITIES
STATE COLLEGES & UNIVERSlTIES
HEALTH
HEALTH
HEALTH
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
HEALTH
EDUCATION
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
SUPREME COURT
HUMAN SERVICES
EMPLOYMENT & ECONOMIC DEV.
HUMAN SERVICES
HUMAN SERVICES
EDUCATION
STATE COLLEGES & UNIVERSITlES
HUMAN SERVICES
SECRETARY OF STATE
ADMINISTRATION
ADMINISTRATION
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
STATE COLLEGES & UNIVERSITIES
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
PUBLIC SAFETY
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
HUMAN SERVICES
STATE COLLEGES & UNIVERSlTlES

s 126,400
21,245

178,548
1,800

337
671265

65.653
190,862

1B
152,914

6,055
570,155
767,934

58,166
5.541
1,913

193,049
237,803
216,955
182,532

19,349,670
17,791

785,695
56,164

646,131
38,653

253
606.152

5,647,610
12,308,581

8,567,155
69,303
43,263

117,275
999,113
496,393

1,191.164
505,499
161,752

1,198,119
220,080

37,722
673,731
196,700
56,316
n,307

171,646
969,888
125,796
243.126

4,401,479
73,543
63.393

333,510
35,671,427

296,546
1,479,218
1,854,004
2,152,607

41,194
1,521,891

122,974
28,073

The notes (referenced in parentheses) are an integral part of lhese statements.
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CDFA
NUMBER

FEDERAL
PROGRAM NAME

STATE OF MINNESOTA
NONMAJOR FEDERAL PROGRAMS

SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 30, 2005

STATE AGENCY
FEDERAL

EXPENDITURES

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES (Continued)

93.848
93.856
93,865
93.889
93.913
93.917
93.919
93.938
93.940
93.944
93.945
93.952
93.958
93.969
93.977
93.988
93.989
93.991
93.991
93,994

DlGESTNE DISEASES 8. NUTRlTlON RESEARCH
MICROBIOLOGY & INFECTIOUS DiSEASES RESEARCH
CHILD HEALTH & HUMAN DEV. EXTRAMURAL RESEP.RCH
NATIONAL BIOTERRORISM HOSPITAL PREPAREDNESS PROGRAM
GRANTS TO STATES FOR OPERATION OF OFFICES OF RURAL HEALTH
HN CARE FORMULA GRANTS
COOP AGREEMENTS BREAST 8. CERVICAL CANCER EARLY DETECTION
SCHOOL HEALTH PROGS-PREVENT SPREAD· HIV/OTHER HEALTH ISSUES
HN PREVENTION ACTNmeS·HEALTH DePT BASED
HlVIAIDS SURVEILLANCE
ASSISTANCE PROGRAMS·CHRONIC DISEASE PREVENTION AND CONTROL
TRAUMA CARE SYSTEMS PLOINNING & DEVELOPMENT
BLOCK GRANT FOR COMMUNITY MENTAL HEALTH SERVICES
GERIATRIC EDUCATION CENTERS
SEXUALLYTRANSMlTTED DISEASES CONTROL GRANTS
COOP AGREEMENTS..sTATE DIABETES CONTROL 8. SURVEILLOINCE
INTERNATIONAL RESEARCH & RESEARCH TRAINING
PREVENTIVE HEALTH 8. HEALTH SERVICES BLOCK GRANT
PREVENTIVE HEALTH & HEALTH SERVICES BLOCK GRANT
MATERNAL 8. CHILD HEALTH SERVICES BLOCK GRANT

HEALTH
STATE COLLEGES & UNIVERSlTlES
STATE COLLEGES & UNIVERSlTlES
HEALTH
HEALTH
HUMAN SERVICES
HEALTH
EDUCATION
HEALTH
HEALTH
HEALTH
HEALTH
HUMAN SERVICES
STATE COLLEGES 8. UNIVERSITIES
HEALTH
HEALTH
STATE COLLEGES 8. UNNERSlTlES
PUBLIC SAFETY
HEALTH
HEALTH

s 180,724
33,190
44,279

8,542.048
125,776

4,535,737
4,219,190

411,681
3,099,384

327,666
683.471

44,067
5,996.906

30,395
962,962
841,016
131,424
117.675

3,155,290
9,922,033

U.S. CORPORATION FOR NATIONAL & COMMUNITY SERVICE COMMISSION

94.004
94.004
94.005
94.006

LEARN & SERVE AMERICA-SCHOOL & COMMUN. BASED PROGRAMS
LEARN 8. SERVE AMERICA·SCHOOL & COMMUN. BASED PROGRAMS
LEARN & SERVE AMERICA-HIGHER EDUCATION
AMERICORPS

EDUCATION
STATE COLLEGES & UNIVERSITlES
STATE COLLEGES & UNlVERSlTlES
STATE COLLEGES & UNIVERSlTlES

335,105
1,465

36,509
398,395

U.S. SOCIAL SECURITY ADMINISTRATION

Dlsabllity Insurance/5S1 Cluster

96.001

96.007
96.007
96.008

SOCIAL SECURITY·DISABILITY INSURANCE

SOCIAL SECURITY RESEARCH & DEMONSTRATION
SOCIAL SECURITY RESEARCH & DEMONSTRATION
SOCIAL SECURITY·BENEFITS PLANN!NG, ASSIST, OUTREACH PROGRAM

EMPLOYMENT 8. ECONOMIC DEV.
Disability lnsurancalSSI Cluster Total $

EMPLOTh1ENT & ECONOMIC DEV,
HUMAN SERViCES
EMPLOYMENT & ECONOMIC DEV.

21,349,807
21,349,807

204,272
1,518

320,384

U.S. DEPARTMENT OF HOMELAND SECUR!TY

97.00B
97.012
97.020
97.020
97.021
97.023
97.029
97.032
97,034
97.036
97.036
97.039
97.041
97.042
97.047
97.053
97.061
97,067
97.067
97.070

URBAN AREAS SECURITY INITIATIVE
BOATING SAFETY FINANCIAL ASSISTANCE
HAZARDOUS MATERIALS TRAINING PROGRAM
HAZARDOUS MATERIALS TRAINING PROGRAM
HAZARDOUS MATERIALS ASSISTANCE PROGRAM
COMMUNITY ASSISTANCE PROGRAM STATE SUPPORT SERVICES
FLOOD MlTlGAT!ON ASSISTANCE
CRISIS COUNSELING
QlSASTE;R UNEMPLOYMENT ASSISTANCE
DISASTER GRANTS·PUBLIC ASSISTANCE
DISASTER GRANTS-PUBLIC ASSISTANCE
HAZARD MlTlGATION GRANT
NATIONAL DAM SAFETY PROGRAM
EMERGENCY MANAGEMENT PERFORMANCE GRANTS
PRE·DISASTER MlTlGATION
ClTlZEN CORPS
CENTERS FOR HOMELAND SECURITY
HOMELAND SECURITY GRANT PROGRAM
HOMELAND SECURITY GRANT PROGRAM
MAP MODERNIZATION MANAGEMENT SUPPORT

PUBLIC SAFETY
NATURAL RESOURCES
PUBLIC SAFETY
STATE COLLEGES & UNIVERSITIES
PUBLIC SAFETY
NATURAL RESOURCES
NATURAL RESOURCES
PUBLIC SAFETY
EMPLOYMENT & ECONOMIC DEV.
PUBLIC SAFETY
NATURAL RESOURCES
PUBLIC SAFETY
NATURAL RESOURCES
PUBLIC SAFETY
PUBLIC SAFETY
PUBLIC SAFETY
AGRICULTURE
PUBLIC SAFETY
STATE COLLEGES & UNlVERSlTlES
NATURAL RESOURCES

Total Nonmajor Programs $

1,848,912
1,766,640

3,333
10.621

1,176
115,730
223,469
33,695
65,154

5,438,086
85,315

4,687.107
52,739

2,335,315
153,373
188.495
34,494

1,959,939
8.257

99.999

560,154,213

The noles (referenced in parentheses) are an integral part of lhese slatements),
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State of Minnesota
Financial and Compliance Report on Federally Assisted Programs
Fiscal Year Ended Jnne 30, 2005

Notes to the Schedules of Expenditures of Federal Awards

These notes provide disclosures relevant to the schedules of expenditures of federal awards
presented on the preceding pages.

Note 1 - Summary of Significant Accounting Policies

Basis of Presentation

The reporting policies for fiscal year 2005 conform to the Federal Single Audit Act of 1984 as
amended in 1996 and the U.S. Office ofManagement and Budget (OMB) Circular A-B3, Audits
ofStates, Local Governments, and Non-Profit Organizations. The required Schedule of
Expenditures ofFederal Awards is presented for the state's fiscal year ended June 30, 2005. The
Schedule of Expenditures ofFederal Awards is divided into two sections: major and nonmajor
federal programs.

The auditor uses a risk-based approach as defined in the OMB Circular A-B3 to determine
which federal programs are major programs. Programs expending $20.4 million or more in
federal awards are Type A programs and are considered major programs. Type B programs are
programs expending less than $20.4 million in federal awards. Ifthe auditor assesses Type A
programs as low-risk, the auditor may replace Type A programs by higher risk Type B programs
as major programs.

For purposes of financial reporting, the Catalog ofFederal Domestic Assistance (CFDA) number
from the June 2005 basic edition catalog identifies federal programs. The schedules are
presented in numeric CFDA order within each federal agency.

Financial Reporting Entity of the State of Minnesota

The financial reporting entity for the state ofMinnesota includes all state departments, agencies,
institutions, and organizational units, which are controlled by or dependent upon the Minnesota
Legislature and/or its constitutional officers. The state, a primary government, has considered for
inclusion all potential component units for which it may be financially accountable or other
organizations for which the nature and significance of their relationship with the state are such
that exclusion would cause the report to be misleading or incomplete. The Governmental
Accounting Standards Board has set forth criteria to be used in determining financial
accountability. These criteria include the state's ability to appoint a voting majority of an
organization's governing body and either the ability of the state to impose its will on that
organization, or the potential for the organization to provide specific financial benefits to, or
impose specific financial burdens on, the state.
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The federal programs included in the schedule of expenditures of federal awards in this report are
part of the state's primary government. The federal programs administered by discretely
presented component units are not presented in this report, but in single audit reports issued by
these entities.

Minnesota State Colleges and Universities (MuSCU), which is part of the primary government,
consists of the foUowing education facilities:

Alexandria Technical College
Anoka-Ramsey Community College
Anoka Technical College
Bemidji State University
Central Lakes College
Century College
Dakota County Technical College
Fond du Lac Tribal & Community College
Hennepin Technical College
Hibbing Community College
Inver HiIIs Community College
Itasca Community College
Lake Superior College
Mesabi Range Community & Technical College
Metropolitan State University
Minneapolis Community & Technical College
Minnesota State College - Southeast Technical
Minnesota State Community & Technical College
Minnesota State University, Mankato

Basis of Accounting

Minnesota State University, Moorhead
Minnesota West Community & Tech. College
Normandale Community College
North Hennepin Community College
Northland Community & Technical College
Northwest Technical College
Pine Technical CoUege
Rainy River Community College
Ridgewater College
Riverland Community College
Rochester Community & Technical CoUege
St. Cloud State University
St. Cloud Technical CoUege
Saint Paul College
South Central Technical College
Southwest Minnesota State University
Vermilion Community College
Winona State University

The state's Comprehensive Annual Financial Report and these supplemental schedules are
presented in accordance with generaUy accepted accounting principles, foIIowing the accrual or
modified accrual basis of accounting, as appropriate for the fund structure. Most federal activity
is accounted for in the Federal Fund (a major governmental fund), but several other nonmajor
special revenue funds (Trunk Highway, Municipal State-Aid Street, County State-Aid Highway,
Natural Resources, Game and Fish, and MisceIIaneous Special Revenue funds), major
proprietary funds (State Colleges and Universities and Unemployment Insurance funds), and the
General Fund (a major governmental fund), include federal activity. The Minnesota Accounting
and Procurement System is the primary source of financial information. Some state agencies
maintain additional manual records or separate cost accounting systems to provide additional
information.
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Classification of Statement Information

Expenditures are presented for all federal programs and include amounts subgranted to other
state or local governmental units, nongovernmental organizations, or individuals. Subgrant
expenditures are recognized by the primary state agency subgranting the funds, not by the state
agency receiving a subgrant from the primary state agency, except for portions ofTemporary Aid
for Needy Families (TANF) (CFDA 93.558). TANF subgrants, which are transferred into the
Social Services Block Grant (CFDA 93.667) and the Child Care Development Block Grant
(CFDA 93.575), are included in those programs and not TANF.

Note 2 - Perkins and Nursing Student Loan Programs

The amount reported on the fmancial statements for the Perkins Loans (CFDA 84.038) for
MuSCU is the administrative and collection costs. Below is a summary of the loan activity for
the Perkins Loans and Nursing Loans (NSL) program (CFDA 93.364) during fiscal year 2005.

Perkins NSL

Loans Receivable, Beginning $ 35,959,291 $ 88,805
Loan Repayments (6,871,622) (35,648)
Loan Cancellations (561,768)
New Loans Issued 7,788,593
Loans Receivable, Ending $ 36,314,494 $ 53,157

Note 3 - Federal Family Education Loan Programs

MuSCU financial records provide info=ation on various federal higher education student loan
programs for which the state does not manage the federal funds.

Under the Federal Family Education Loans (FFEL) program (CFDA 84.032), financial
institutions make loans to students attending institutions of higher education. The Federal Direct
Student Loan (FDSL) program (CFDA 84.268) operates similarly to the FFEL program except
that the federal government, rather than a private lender, provides the loan principal to the
student. MuSCU distributed the following FFEL and FDSL loans to students attending state
colleges or universities during fiscal year 2005.

Federal Family Education Loans Issued:
Federal Subsidized Stafford
Federal Unsubsidized Stafford
Federal Parent Loans for Undergraduate Students

Total Federal Family Education Loans

Federal Direct Student Loans

23

$ 149,382,962
123,846,944

3,611,196
$ 276,841,102

$ 49,142,104



Note 4 - Oil Overcharge Funding

Grants made from oil overcharge funds are included in this report as federal expenditures for the
Weatherization Assistance (CFDA 81.042) program. Loans are also administered from these
funds by the departments of Finance and Co=erce. A su=ary of the loan activity for fiscal
year 2005 is shown below.

Finance Co=erce

Loans Receivable, Beginning $ 116,553 $ 821,835

Loan Repayments (71,799) (213,323)
New Loans Issued 25,566 682,856

Loans Receivable, Ending $ 70,320 $ 1,291,368

Note 5 - Rebates

The Supplemental Food Program for Women, Infants, and Children (WIC) Program (CFDA
10.557), administered through the Minnesota Department ofHealth, receives cash rebates from
infant formula manufacturers. The rebates are used to offset program costs and are reported as
expenditure reductions. During fiscal year 2005, the state ofMinnesota received a total rebate of
$25,168,790 on sales offormula to participants in the WIC program.

The Medical Assistance Program (CFDA 93.778), administered through the Minnesota
Department of Human Services, receives cash rebates from drug labelers. The rebates are used
to offset program costs and are reported as expenditure reductions. During fiscal year 2005, the
state of Minnesota received a total rebate of$128,300,251 on sales of drugs to participants in the
Medical Assistance Program.

Note 6 - Unemployment Insurance Program

For fiscal year 2005, expenditures for the Unemployment Insurance Program (CFDA 17.225)
include federal and state unemployment insurance grant expenditures as well as federal
administrative expenditures. The federal unemployment insurance grant expenditures were
$9,371,318 and the state unemployment insurance grant expenditures were $658,335,275. The
federal administrative expenditures were $49,598,250. The Unemployment Insurance Program
serves workers who are unemployed through no fault of their own and are seeking
reemployment. To receive benefits, claimants must be able to work, available for work, and
actively seeking work. For audits and reporting under OMB Circular A-133, the U.S.
Department of Labor requires that both federal and state unemployment insurance funds be
considered federal awards for determining Type A (major) federal programs and for reporting
expenditures offederal awards.
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Note 7 - Water Quality Capitalization Grants

Water quality capitalization grants (CFDA 66.458) are used by states to create revolving funds
to provide financing for construction of wastewater treatment facilities and implementation of
other water quality management activities. Loans are administered from these funds by the
departments ofEmployment and Economic Development (DEED), Agriculture, and Pollution
Control. The state's loan programs are Tourism Septic Loan (TLP), Small Cities (SCDP),
Agriculture Best Management Practices (AG BMP) and Clean Water Partnership (CWP). A
surmnary of the loan activity for fiscal year 2005 is shown below.

TLP SCDP AGBMP* CWP

Loans Receivable, Beginning $ 309,956 $ 526,617 $ 39,823,558 $ 13,207,222

Loan Repayments (81,163) (66,745) (1,305,861) (1,445,776)

New Loans Issued 4,397,671 2,297,923

Interest Capitalized 103,341

Loans Receivable, Ending $ 228,793 $ 459,872 $ 42,915,368 $ 14,162,710

* The beginning balance shown is $23,3251ess than the ending balance for fiscal year 2004. For
fiscal year 2004, DEED's calculations were used. However, since the Department ofAgriculture
prepares the financial statements for these loans, these financial statements were used for fiscal
year 2005 numbers.

Note 8 - CFDA Numbers

For certain programs, the correct CFDA number could not be determined. At times, state
agencies receive federal grant funds from a federal agency with a program number instead of a
CFDA number. When possible, a CFDA number was obtained for the program. Certain CFDA
numbers presented are no longer operating programs. These programs resulted in funds being
carried over from previous years. In other cases, the Department of Finance assigned a number.
State agencies using the number assigned by the Department of Finance in fiscal year 2005 were
asked to work with the federal granting agency to obtain a valid CFDA number for the grant
program.

Note 9 - Jobs and Growth Tax Relief Reconciliation Act of 2003

The state ofMinnesota received $167,287,927 from the U.S. Department of the Treasury under
the Jobs and Growth Tax ReliefReconciliation Act of2003. These funds are to be used to: 1)
provide essential goverrunent services or, 2) cover the costs to the state of complying with any
Federal intergoverrunental mandate to the extent that the mandate applies to the state and the
federal goverrunent has not provided funds to cover the costs. Since a specific CFDA number
was not assigned, the Department of Finance assigned CFDA number 21.xxx for this program.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2005

The Schedule of Findings and Questioned Costs consists of three sections:

Section I:
Section II:

Section ill:

Slnnmary ofAuditor's Results
Findings related to the financial statements that are required to be
reported in accordance with Government Auditing Standards
Findings and Questioned Costs for federal awards.

In Section I, the results of our audit are highlighted concerning the State ofMinnesota's
financial statements, federal awards, and the identification ofmajor programs audited.

In Section II, a summary schedule of financial statement audit findings lists four of our
reports to state agencies in which six financial statement audit findings were identified and
required to be reported by Government Auditing Standards. The summary identifies our
unique report number (RPT NO) for that agency in the XX-XX format (i.e. 06-09) of our
separately issued reports and the finding number (FIND NO) as presented in our report.
The summary also identifies whether the finding is an internal control (INT CONT) issue
or a compliance issue (COMP REQ). Six internal control issues are identified that are
considered to be reportable conditions (R). There were no reportable conditions
considered to be material wealmesses. Following the summary schedule are the audit
findings as they appear in our separately issued reports. The state agencies' corrective
action plans follow each finding.

In Section ill, a summary schedule of federal program audit findings is presented in CFDA
number order within each federal awarding agency. This schedule summarizes our report
findings by CFDA number, program name, and state agency. The summary identifies our
unique report number (RPT NO) for that agency in the XX-XX format (i.e. 06-10) of our
separately issued reports and the finding number (FIND NO) as presented in our report.
The summary also identifies whether the finding is an internal control (INT CONT) issue
or a compliance issue (COMP REQ). Internal control issues are identified as either
reportable conditions (R) or material wealmesses (M). The compliance requirements will
identify the compliance requirement A through N the finding relates to. The summary also
provides a short statement of the problem and its financial impact (FIN IlvfPACT) as
procedural (P), nonquantifiable (NQ), or show a dollar amount (questioned cost).
Following the summary schedule are the federal program audit [mdings as they appear in
our separately issued reports and the Minnesota State Colleges and Universities (MuSCU)
report ofKern-DeWenter-Viere (KDV). The state agencies' corrective action plans follow
each finding.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30,2005

Section I:

Snmmary of Auditor's Results

Financial Statements

Type of independent auditor's report issued:

Internal control over financial reporting:

Material weakness(es) identified?

Reportable condition(s) identified
not considered to be material weaknesses?

Noncompliance material to financial statements noted?

Unqualified

Yes --.K- No

Qualified for Medical Assistance,
Temporary Assistance for Needy
Families and State Children's
Health Insurance Program.
Unqualified for all other major
programs.

Federal Awards

Internal control over major programs:

Material weakness(es) identified?

Reportable condition(s) identified
not considered to be material weaknesses?

Type of auditor's report issued on compliance
for major progrartis:

Any audit findings disclosed that are required to be reported
in accordance with Circular A-133, Section .510(a)?

Identification of Major Programs (See listing on next page)

--.K- Yes

--.K- Yes

--.K- Yes

No

No

No

Dollar threshold used to distinguish between
Type A and Type B programs:

Auditee qualified as low-risk auditee?

28
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2005

Section I: (continued)

Listing of Major Programs Audited

Federal Agency and Major Program Name

U. S. Department of Agriculture
Special Nutrition for Women, Infants & Children
Child & Adult Care Food Program

Child Nutrition Cluster
School Breakfast
National School Lunch
Special Milk for Children
Summer Food Service for Children

Food Stamp Cluster

Food Stamps
State Admin. Match Grant - Food Stamps

U. S. Department of Defense
National Guard Bureau

U. S. Department of Housing and Urban Development
Community Development Block Grants

U. S. Department of Labor
Employment Services Cluster

Employment Service
Disabled Veterans Outreach Program
Local Veterans' Employment Representative

Workforce Investment Act (WIA) Cluster
WIA - Adult Program
WIA - Youth Activities
WIA - Dislocated Workers

Unemployment Insurance

U. S. Department of Transportation
Highway Planning and Constmctions Cluster

Highway Planning & Construction

Airport Improvement

U. S. Department of the Treasury
Jobs & Growth Tax Relief Reconciliation Act

29

CFDA#

10.557
10.558

10.553
10.555
10.556
10.559

10.551
10.561

12.401

14.228

17.207
17.801
17.804

17.258
17.259
17.260

17.225

20.205

20.106

2l.xxx



Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2005

Section I: (continued)

U. S. General Services Administration
Election Refonn Payments

U. S. Department of Education
Special Education Cluster

Special Education - State Grants
Special Education - Preschool Grants

Student Financial Assistance Cluster
Supplemental Education Opportunity Grant
Federal Family Education Loans
Federal Work-Study
Federal Perkins Loan
Federal Pell Grant
Federal Direct Student Loans
Nursing Student Loans

Title I Grants to Local Education Agencies
Rehabilitation Services - Vocational Rehabilitation Grants
Improving Teacher Quality State Grants

U. S. Department of Health & Human Services
Aging Cluster

Aging Suppmt Services and Senior Centers
Aging Nutrition Services
Nutrition Services Incentive Program

Child Care. Cluster
Child Care & Development Block Grant
Child Care Mandatory & Matching Funds

Medicaid Cluster
State Medicaid Fraud Control Units
State Health Care Providers Survey
Medical Assistance

Center For Disease Control & Prevention
Temporary Assistance for Needy Families
Child Support Enforcement
Low-Income Home Energy Assistance
Foster Care Title N-E
State Children's Insurance Program
Block Grants for Prevention and Treatment of Substance Abuse

U. S. Department of Homeland Security
State Domestic Preparedness Equipment Support Program
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39.011

84.027
84.173

84.007
84.032
84.033
84.038
84.063
84.268
93.364

84.010
84.126
84.367

93.044
93.045
93.053

93.575
93.596

93.775
93.777
93.778

93.283
93.558
93.563
93.568
93.658
93.767
93.959

97.004



MINNESOTA OFFICE OF THE LEGISLATIVE AUDITOR
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

SECTION II
FINANCIAL STATEMENT AUDIT FINDINGS

FISCAL YEAR ENDED JUNE 30, 2005

STATE AGENCY I AREA I RPT IFIND liNT 'COMP,
NO NO CONT REQ PROBLEM

'"

Employment & Economic Development Unemployment Insurance 06-09 1 R Inadequate measurement of estimated year-end revenue accruals.

Human Services Financial Reporting 06-10 3 R Inaccurate reporting of spending on federal schedule of expenditures.

Finance Financial Reporting 06-11 1 R Preliminary financial statements required significant audit adjustments.
Finance Financial Reporting 06-11 2 R Improper accounting for local government reimbursements of construction costs.
Finance Computer Access Security 06-11 3 R Incompatible employee access to the slate's accounting system.

Transportation Financial Reporting 06-12 1 R Improper accounting for local government reimbursements of construction costs.

Notes:
This summary schedUle highlights financial statement audit findings presented in the Minnesota Office of the Legislative Auditor's reports to the affected state agencies.
The "RPT NO" are the report numbers in the format OX~XX, which refer to individual agency reports; and the "FIND NO" are finding numbers within those reports.
The findings relate to either internal control (INT CaNT) or compliance (CaMP REO). Internal control findings are either reportable conditions (R) or material weaknesses (M).
These reports may be accessed at WNW.auditor.leg.state.mn.us.



State of Minnesota
Financial and Compliance Report on Federally Assisted Programs
Fiscal Year Ended June 30, 2005

Index of Section II
Financial Statement Audit Findings

Report Number State Agency Page

Report 06-09 Employment and Economic Development 33

Report 06-10 Human Services 35

Report 06-11 Finance 36

Report 06-12 Transportation 41
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State of Minnesota
Financial and Compliance Report on Federally Assisted Programs
Fiscal Year Ended June 30, 2005

Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section II: Financial Statement Audit Findings

Report 06-09

State Agency:

Finding 06-09-1

Minnesota Department ofEmployment and Economic Development

Inadequate measurement ofestimated vear-end revenue accruals.

1. The Department of Employment and Economic Development (DEED) did not
effectively identify certain Unemployment Insurance Fund accruals and transfers.

DEED had difficulty measuring some year-end revenue accruals for the Unemployment
Insurance Fund (CFDA #17.225) and did not provide a clear trail for money it sent to other
governmental funds. These problems caused delays in financial reporting to the Department of
Finance for inclusion in the State of Minnesota's Comprehensive Annual Financial Report.

The department's implementation of a new computerized unemployment tax system in June
2005 complicated its ability to estimate certain year-end revenue accruals. The new system
calculated and collected employer taxes beginning in the second quarter of 2005; those taxes
were due July 31, 2005. Financial accounting staff reconciled cash collections to amounts
reported in the new tax system for this quarter and properly accrued cash received after June 30,
2005. However, staff had difficulty measuring other year-end revenue accruals for employer
accounts with credit balances and uncollected amounts owed by employers. A recent change in
unemployment tax law eliminated estimated billings sent to taxpaying employers who have not
filed. The law change created a need for the department to develop other estimation methods,
such as determining historical patterns for delinquent tax collections. Accounting staff did not
have access to data in the new tax system and had to rely on other means to estimate
approximately $20 million of year-end revenue accruals. For one type of estimate, they used the
prior year's amount. Poor estimation methods and a lack of refmement based on subsequent
collection patterns could lead to inaccurate financial reporting of fund revenues and receivables.

In a second concern, DEED staff did not always clearly identifY which governmental funds they
transferred unemployment insurance monies into. Unemployment insurance collections included
other revenues authorized to fund the department's technology initiative and the state dislocated
worker program. The department accumulated these collections in a bank: account outside the
state treasury and periodically transferred money to the state treasury for deposit. However, they
did not clearly identify the state treasury fund and accounts where $1.8 million of receipts were
deposited. Furthermore, the department inconsistently recorded a $1 million transfer into the
Workforce Development Fund as a nondedicated rather than dedicated receipt. Additional
scrutiny and review of unemployment insurance transfers by DEED before submitting the
information to the Department ofFinance would improve the control over and the efficiency of
the reporting process.

33



Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section II: Financial Statement Audit Findings - Continued

Recommendation

• The department should improve unemployment insurance financial reporting by
developing methods for estimating year-end revenue accnwls and work with the
Department ofFinance to develop an effective process to ensure accurate
recording and tracking oftransfers to other govemmentalfimds.

Minnesota Department of Employment and Economic Development Response:

We agree. DEED will use the ETA 581 report for estimating the revenue accrual for non-filers.
DEED continues to develop the ill TIP credit and accrual, reporting capabilities.

DEED will communicate with the Department of Finance regarding a clear format to identify
funds accrued to the state treasury. DEED will work with the Executive Budget Officer to
correctly classify receipts available for transfer.

Persons Responsible: Kathy Nelson
John Stavros

Estimated Completion Date: June 30, 2006
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioued Costs

Section II: Finaucial Statement Audit Findings - Continued

Report 06-10

State Agency:

Finding 06-10-3

Minnesota Department ofHuman Services

Inaccurate reporting o(spending on federal schedule o(expenditures.

3. The Department of Human Services did not accurately report federal spending in the
state's fInancial reports.

The department has not maintained sufficient internal controls to ensure the reporting accuracy
of federal program expenditures for the schedule of federal expenditures published in the
lvlinnesota Financial and Compliance Report on Federally Assisted Programs. Program
accountants at the department use preliminary data supplied by the Department of Finance to
calculate the federal programs' expenditure amounts.

The accountants made numerous errors when determining the expenditure amounts for their
schedules. The errors included failing to correctly record expenditure accruals, misclassifying
certain transactions, and making mathematical errors. Also, in some cases, the accountants did
not report amounts in the federal program schedules consistent with amounts reported in the
state's financial statements. These errors and inconsistencies resulted in audit adjustments
totaling nearly $188 million.

Recommendation

• The department should improve controls overfinancial reporting by adequately
training staffand verifYing the accuracy and completeness offederal program
schedules.

Minnesota Department of Human Services Response:

The department agrees with the recommendation. The department will increase management
review of the federal program schedules to assure that they are consistent with amounts reported
in the state's fmancial statements. The department ,vill work with the Department of Finance to
improve the reporting of human service programs' financial statement accruals and
reclassifications.

Person Responsible: Marty Cammack

Estimated Completion Date: October 31, 2006
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Minnesota Office of the Legislative Auditor
Schedule of Fiudiugs aud Questioued Costs

Sectiou II: Financial Statement Audit Findings - Continued

Report 06-11

, State Agency:

Finding 06-11-1

Minnesota Department ofFinance

Preliminarv financial statements required significant audit
adjustments,

1. The Department of Finance submitted preliminary financial statements for audit that
required significant adjustments.

The number and size of audit adjustments we proposed, and the Department ofFinance made, to
the state's preliminary financial statements this year demonstrate that there are wealmesses in the
State of Minnesota's financial reporting process, This year we proposed numerous audit
adjustments resulting in significant changes to the state's preliminary financial statements. Five
adjustments that reclassified revenue and expenditure amounts on the financial statements
exceeded $80 million each; three of these adjustments impacted the University ofMinnesota, a
major component unit, and one adjustment impacted the Federal Fund, another major fund. We
proposed about 20 additional adjustments that individually ranged between $10 million and $50
million. In addition, we proposed many other adjustments that each totaled between $1 million
and $5 million,

We are concerned that the department's fmancial reporting process did not identify the necessity
for the adjustments prior to our involvement. On the other hand, the department believes its final
procedures to reconcile amounts within the fmancial statements and footnotes would have
detected the need for many of the adjustments. The department acknowledges, however, that it
completes many of these control procedures several weeks after it has provided the preliminary
financial statements to us. Management is responsible for preparing the financial statements, and
our role as auditors is to determine whether the financial statements prepared by management are
fairly presented. While the extent of the 'audit adjustments is of significant concern, ultimately,
we issued an unqualified opinion on the state's fmancial statements because we concluded that
the adjusted statements were fairly presented in accordance with generally accepted accounting
principles.

Most of the proposed audit adjustments resulted in reclassifications ofrevenue and expenditure
amounts. The materiality of the adjustments resulting in reclassifications, which are not as
critical as adjustments affecting fund balance or net assets, could lead a financial statement user
to draw erroneous conclusions if the amounts had not been adjusted.

In addition to our proposed audit adjustments, we also worked with Finance and other state
agency staff to make further adjustments to the preliminary financial statement amounts. Those
adjustments included an accrual for tobacco settlement revenue of $85.8 million that was similar
to an audit adjustment made in fiscal year 2004, We also worked with employees from the
Department of Employment and Economic Development and Finance to make an adjustment of
$20 million to the financial statements of the Unemployment Insurance Fund, a major fund in the
state's financial statements.
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Minnesota Office of the Legislative Auditor
Schedule of Fiudings and Questioned Costs

Section II: Financial Statement Audit Findings - Continued

There are several factors that the Department ofFinance will need to evaluate in order to
improve the financial reporting process. The department needs to strengthen its coordination
efforts with accounting personnel in other state agencies. Sometimes, state agencies process
transactions in the accounting system that need to be treated differently for financial statement
presentation. The department will also need to determine if the accounting personnel in other
state agencies need additional training or oversight to prepare financial statements that are
materially correct and to reduce the reliance on audit adjustments.

Internally, the department will need to determine ifit has sufficient resources, in terms of
numbers of employees and appropriate job classifications, to prepare accurate financial
statements. In recent years, the department has devoted fewer resources to financial statement
preparation and, due to personnel turnover, has had less-experienced staffpreparing financial
statements. Also, the financial reporting unit needs to strengthen its quality control procedures.
Some of this year's adjustments should have been identified by Finance staff since they were
similar to last year. In addition, more timely procedures to analyze and follow up on significant
variances between years would have identified several of the audit adjustments we proposed.

The Department ofFinance has a conscientious and dedicated staff that are responsible for
preparing the state's financial statements. The department has been very responsive in resolving
specific findings and reco=endations related to the financial reporting process in the past.
However, unless the department addresses the weaknesses in the process described above, the
need for significant audit adjustments to the state's preliminary fmancial statements will likely
continue to exist.

Recommendation

o The Department ofFinance should analyze the state's financial reporting process
to identifY changes necessary to improve the effectiveness ofthe financial
reporting process. The analysis should consider:

how to achieve more effective coordination with other state agency
accountingpersonnel;
whether the department has committed sufficient resources to the financial
reporting process; and
ways to improve the internal quality control procedures overfinancial
statement preparation and the timing ofthose procedures.

Minnesota Department of Finance Response:

We are co=itted to issuing timely, accurate fmancial statements. The state's accounting
system operates primarily on a modified cash basis of accounting and requires a significant
amount of adjustments to get to a GAAP basis. Over time, we have made improvements in the
process to capture and automate many of these adjustments. We continue to work with many
other agencies to obtain the necessary information to prepare additional adjustments as
necessary.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section II: Financial Statement Audit Findings - Continued

We recognize the importance of information received from other agencies. We will continue to
work with agencies on improving fmancial reporting information accuracy. We are in the process
of implementing a statewide Code of Conduct policy that supports the preparation of accurate
and reliable financial statements in accordance with GAAP by increasing accountability and
strengthening governance. In addition, we have recently rewritten our internal control policy to
clarify the requirements for agencies to ensure proper internal controls are in place to provide
reliable financial reporting information. Training is being provided on these policies to all state
agencies with accounting, auditing, financial reporting, and tax filing duties. We also plan to
enhance communications with agencies and continue to provide training to ensure accurate
receipt of information to be included in the financial statements.

In order to issue more timely financial statements, some of the reconciliations and analytical
review procedures were completed after the preliminary fund financial statements were sent to
the auditors. To strengthen the process, the following changes will be implemented:

• Change the fund financial statement completion schedule to ensure adequate time to
perform and document analytical reviews prior to sending the fund statements to the
auditors.

• Review the documentation for the larger funds by an independent accountant to ensure
fund files are complete and properly documented.

• Strengthen checklist on adjustments included in each fund file to ensure proper
understanding and sign-offs on completion.

• Consider earlier preparation ofnote information associated with agency prepared funds
and component units, as the fund is completed.

• Consider earlier review of the interfund reports prior to sending fund statements to the
auditors, while recognizing that subsequent adjustments may be necessary.

The additional resources needed to accomplish these changes willli1cely corne from timeline
adjustments rather than devoting additional staffto the preparation of the financial statements.

We also recognize the financial reporting unit has experienced significant turnover in recent
years. We have been and will continue to work on retention issues in this area. In addition, we
are committed to adequately training and developing staff to ensure they have the skills
necessary to prepare accurate and reliable financial statements.

As we look at changes in our budget process and systems, we will consider your suggestions to
identify opportunities to simplify and streamline recording of transactions in the state's
accounting system to reduce the need for adjustments in the financial reporting process.

Person Responsible: Barb Ruckheim, Financial Reporting Director

Estimated Completion Date: December 31,2006
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section II: Financial Statement Audit Findings - Continued

Report 06-11

State Agency:

Finding 06-11-2

Minnesota Department ofFinance

Improper accounting fOr local government reimbursements of
constnlction costs.

2. The departments of Transportation and Finance did not properly account for
reimbursements of construction costs received from local units of government in the
state's financial statements.

The departments ofTransportation (MnDOT) and Finance did not reduce the infrastructure
balance in the state's financial statements for the reimbursements MnDOT received from other
governments for jointly-funded construction projects. As a result, MnDOT and the Department
of Finance overstated the infrastructure asset balance in the state's preliminary financial
statements by $62.3 million: $37.8 million for reimbursements in prior years and $24.5 million
for reimbursements in fiscal year 2005.

Periodically, MnDOT agrees to manage and pay for the entire construction project costs
involving work done for both the state and other governmental entities. For example, MnDOT
may manage all aspects of a construction project involving the intersection of a state trunk
highway and a county road, including improvements to the county road. In these circumstances,
the local governments agree to reimburse MnDOT for the local government's share of the project
costs. According to generally accepted accounting principles, the state should only report as
assets those constructions costs that apply to the infrastructure assets it owns.

Recommendation

• The departments ofTransportation and Finance should work together to
accurately report the infi'astructure balance in the state's financial statements by
reducing the balance for reimbursements receivedfor jointly--Jimded construction
projects.

Minnesota Department of Finance Response:

We will continue to work with the Department of Transportation to ensure the amounts reported
to us for inclusion in the state's financial statements accurately reflect only the state's portion of
infrastructure.

Person Responsible: Barb Ruckheim, Financial Reporting Director

Estimated Completion Date: October 31, 2006



Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section II: Financial Statement Audit Findings - Continued

Report 06-11

State Agency:

Finding 06-11-3

Minnesota Department of Finance

Incompatible employee access to the state's accounting svstem.

3. The Department of Finance gave several employees incompatible access to the state's
accounting system.

The Department of Finance had seven employees with broad clearances to the state's main
accounting system. These individuals have the ability to update vendor payment files, encumber
funds, and process payments. In addition, these users had clearance to update the financial data
for all state agencies. Generally, the functions ofmaintaining vendor data, encumbering funds,
and making payments should be segregated to provide an appropriate level of control over
expenditures. The risks of errors and improprieties increases when employees have access to
incompatible functions in the accounting system.

If restricting these employees' access is not feasible, the department should establish mitigating
controls to detect possible errors or irregularities. According to the department's security
policy: I "Agencies requesting security profiles with incompatible functions should develop and
adhere to a written plan which contains a description of the independent reviews to be
performed." However, the department did not have the required plan addressing these seven
employees' incompatible clearances. Independent reviews could be an effective control to
address the level of cl~aranceprovided to these employees.

Recommendation

• The Department ofFinance should eliminate incompatible access to the
accounting system, or develop andfollow a written plan to mitigate the lack of
control regarding incompatible access.

Minnesota Department of Finance Response:

We have determined that eliminating the incompatible functions is preferable to implementing
mitigating controls. The system access to process payments has been removed for the seven
employees.

Person Responsible: Ron Mavetz, Agency Support Director

Estimated Completion Date: Completed

, MAPS Security and Access Policy #1101-07
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Section II: Financial Statement Audit Findings - Continued

Report 06-12

State Agency:

Finding 06-12-1

Minnesota Department of Transportation

Improper accounting for local government reimbursements of
constnlction costs.

1. The Departments of Transportation and Finance did not ensure the accuracy of the
infrastructure balance in the state's financial statements.

The Departments of Transportation (MnDOT) and Finance did not reduce the infrastructure
balance on the state's preliminary fmancial statements for the reimbursements MnDOT received
from other governments. Periodically, MuDOT agrees to manage and pay for entire construction
projects involving work done for both the state and other governmental entities. For example,
MnDOT may manage all aspects of a construction project involving the intersection of a state
trunk highway and a county road, including improvements to the county road. In these
circumstances, the local governments agree to reimburse MnDOT for the local government's
share of the project costs. MnDOT and the Department of Finance did not reduce the state's
infrastructure balance for these types of reimbursement costs.

According to the generally accepted accounting principles, governments should typically include
only those constructions costs that apply to the infrastructure assets the government owns.
MuDOT and the Department of Finance overstated the infrastructure asset balance in the state's
preliminary financial statements by $62.3 million: $24.5 million for reimbursements received in
fiscal year 2005 and $37.8 million for prior years.

Recommendation

• The Departments ofTransportation and Finance should work together to
accurately report the infrastructure balance in the state's CAFR by reducing the
balancefor reimbursements receivedfor joint construction projects.

Minnesota Department of Transportation Response:

Response: MnDOT has worked with the Department ofFinance to resolve this issue. In the
future MnDOT will adjust the infrastructure costs for reimbursements from local units of
government for project costs on infrastructure owned by local governments.

Person Responsible: Kevin Gray, Finance and Administration Division Director

Estimated Completion Date: January 2006
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MINNESOTA OFFICE OF THE LEGISLATIVE AUDITOR
STATEWIDE SINGLE AUDIT

SECTION III
SCHEDULE OF FEDERAL PROGRAM AUDIT FINDINGS

FISCAL YEAR ENDED JUNE 30. 2005

U.S. Department of Agrlcultl;lHl

10.551 Food Stamps Human Services· Hennepin County 06-10 H-1 R E No monitoring of FIAT override transacllons. P
10.551 Food Stamps Human Services - Ramsey County 06-10 R-1 R E No monltming of FIAT override transactions. P
10.551 FoodSl.amps Human Services - Saini Louis County 06·10 5-1 R E No monitoring of FIAT override transactions. P

10.557 Spednl NutrUion for Women. Infants & Children Heallh 06·07 1 R S Snlary Allocallons not sufficiently documented. Na

U.S. Department of HousIng and Urban Development

14.228 Community Development Block Grant-States Employment & EconomIc Development 06-09 3 R UM InconsIstent mon1!orlng and reporting of project expendllures. p

U.S. Department of Labor

17.22S Unemployment Insurance Employment & EconomIc Development 06·09 2 R L Failure to submll or document requIred federal financial reports. P

..
II

U.S, Department of Transportation

'" 20.106 Alrportlmprovement Program Transportation 06·12 3 R A Material testing requirements were not met. $151.000
20.20S HIghway Planning & Construcllon Transportation 05·12 2 R A,S Project oversight procedures need Improvement. $12,S58,300
20.205 Highway Planning & Construcllon Transportallon 06-12 4 R Failure to reconclle project status reports to bUllnos. P

U.S. Department of Educallon

84.033 Federal Work Sludy Metropolitan Slate University KDV-oS 6 G Unlverslly diu not earmark corroct funds for community service workers. $4,944
84.063 Federal Pell Grant State Colleges & UnlvcrsiUes (MnSCU) I<DV·OS 4 L Certain Jnslllutions did not Ilmely report grant dlsbursemenls. P
Vorfous Financial Aid Clusler State Colleges & Universllles (MnSCU) KDV-05 1 E Need to clarify satIsfactory academic progress policies. P
Various Financial Aid Cluster Rochester C&TC KDV-oS 2 E Inadequato monltorJng of salls factory academIc progress, S8,350
VarIous Financial Aid Cluster State Colleges & Unlvorslties (MnSCU) KDV·OS 3 N Some Institutions did notllmely report changes tn student status. P
Various Flnnnclal AId Cluster State Colleges & Univorsllies (MnSCU) I<oV-QS 5 N Lack of polJdes for verifying appUcant InformaUon. P
Various Flnnnclal Aid Cluster State Colleges & Unlversltlos (MnSCU) KDV-oS 6 N Tille N funds to be roturned wera not correctly calculated or returned. $117,269
VarIous Financial Aid Cluster State Colleges & Unlvcrslllo!> (MnSCU) KDV·05 7 E Student awards exceeded program limits. $10,465
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State of Minnesota
Financial and Compliance Report on Federally Assisted Programs
Fiscal Year Ended June 30, 2005

Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section TIl: Federal Program Audit Findings

Report 05-40

State Agency:

Federal Agency:

Minnesota Office of the Secretary ofState

U. S. Election Assistance Commission

CFDA NumberlProgram Name:

90.401 Help America Vote Act (HAVA)

Questioned Costs: Nonquantifiable

Finding 05-40-3 Salary allocations not accurately made.

3. The Office of the Secretary of State did not have a process to ensure an accnrate
allocation of payroll expenses charged to the HAVA grant.

The Office of the Secretary of State did not allocate fringe benefits consistently for employees
directly and indirectly charged to the HAVA program. In addition, the office did not correct
other allocation errors pertaining to overtime charges and posting of actual hours worked. The
office designed a labor distribution spreadsheet to meet federal requirements governing payroll
allocation. The labor distribution spreadsheet captured both estimated and actual hours worked
by employees charged to the HAVA program. We identified various allocation errors totaling
$114,000. The net affect of the errors was that the General Fund owed the HAVA account
$30,177.

Currently, the office does not produce or review monthly allocation summaries that would help
identify posting errors. Office of Management and Budget (OMB) Circular A-87, Cost
Principles for State Governments, requires that the allocation system provide periodic reports to
identify and adjust estimated versus actual amoWlt variances. The office explained that the
allocation system, which began recording charges on July 1, 2003, was not fully operational.
Periodic reports could provide management with the opportunity to detect posting errors and
inconsistencies in hours reported for overtime and other fringe benefits.

Recommendation

o The office should generate periodic payroll summaries and promptly correct
identified allocation errors.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Qnestioned Costs

Section ill: Federal Program Audit Findings - Continued

Minnesota Office of the Secretary of State Response:

Payroil tracking for the HAVA program was the concern in Finding 3. The Office monitored
payroil reconciliation reports to detect or correct errors. The reconciliation process was planned
for the end of the biennium, which was after the audit period.

Fiscal staff have been directed to generate reports that reflect the auditor's allocation coding
preferences.

Person Responsible: Kathy Hjelm

Estimated Completion Date: June 30, 2005
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioued Costs

Section Ill: Federal Program Audit Findings - Continued

Report 05-40

State Agency:

Federal Agency:

Minnesota Office of the Secretary of State

U. S. Election Assistance Commission

CFDA NumberlProgram Name:

90.401 Help America Vote Act (HAVA)

Questioned Costs: None - Procedural Finding Only

Finding 05-40-4 Financial status report not accurate.

4. The office's cash management practices for the Election Assistance for Individuals
with Disabilities (EAID) grant did not maximize the state's use of federal funds.

As part of the HAVA program, the office received a separate $202,382 grant for improving
access to and participation by individuals with disabilities in the election process. The office
awarded approximately $190,000 to 126 local units of government to improve polling place
accessibility. The awards ranged from $90 to $3,500.

The office did not draw down the federal funds in a timely manner. The office began disbursing
the grants to local units of government in July 2004. As ofApril 26, 2005, the office had
disbursed about $170,000 of the grant award, but had not requested any reimbursement from the
federal government. Instead, the office used Title 1 HAVA moneys to fund these costs. The
office should have requested the federal EAID reimbursements as it made disbursements, in
order to maximize investment income on accumulated balances.

In addition, the office did not accurately report its financial activity for this program to the
federal government. The federal government's A-133 Compliance Supplement, Letter L,
requires each recipient to report disbursement activity as prescribed by the awarding federal
agency. The office submitted its financial status report, dated November 17, 2004, to the federal
government for the period September 1, 2003, through August 31, 2004. Although the office
had disbursed about $9,400, it did not show this on the financial status report.

Recommendations

• The Office ofthe Secretary ofState should draw down the federal share ofits
EAID grant e-r:penditures as incurred to minimize the use ofTitle 1funds.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section ill: Federal Program Audit Findings - Continued

• The office should establish appropriate controls to ensure it submits accurate
financial status reports to applicable federal agencies.

Minnesota Office of the Secretary of State Response:

In the HHS grant project for polling place access discussed in Finding 4, the Office allocated
EAID funds in such a way to maximize benefits to the public, through local govermnent and to
improve polling place accessibility as broadly as possible. Over $170,000 in project funding was
sent to local govermnent and all of the administrative costs for the polling place accessibility
project were absorbed by the Title I fund money. Following the auditor's recommendation
would have resulted in less money being available to local govermnents and for polling place
improvements and that money being delayed in disbursement. It should also be noted that
premature draw-down results in the payment of interest to the Federal govermnent.

There were no state funds used in the grant process. All HAVA activities in fiscal years 2003
and 2004 only use Federal funds. The EAID grant funds will be deposited in and will augment
the other Federal funds in the HAVA Account as required by Laws 2003, First Special Session,
chapter 7, and they are unavailable for direct expenditure by the Office or subrecipients.

Person Responsible: Kathy Hjelm

Estimated Completion Date: July 31, 2005
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Report 05-40

State Agency:

Federal Agency:

Minnesota Office of the Secretary ofState

U. S. Election Assistance Commission

CFDA Number/Program Name:

90.401 Help America Vote Act

Questioned Costs: None - Procedural Finding Only

Finding 05-40-5 Lack ofcontractor suspension and debarment verification.

5. The Office of the Secretary of State did not have a process to ensure that no federal
funds were paid to suspended or debarred vendors.

The Office of the Secretary of State did not have a process to determine whether a potential
vendor had been suspended or debarred by the federal government prior to obligating federal
funds. Federal regulations prohibit states from using federal money to procure goods or services
from vendors who are suspended or debarred. In addition, the federal government requires state
agencies to ensure that subgrantees certify that they refrain from contracting with suspended or
debarred vendors. The federal government suspends or debars vendors when it determines, or is
informed, that the vendors have abused public trust or violated program provisions. The federal
government has a process to identify suspended or debarred vendors, and requires states to
prevent those venders from receiving federal funds in the future. Without following proper
certification or verification procedures, the department is liable for all disallowed costs resulting
from any payments to suspended or debarred vendors.

Recommendations

• TIle Office ofthe Secretary ofState should establish procedures to ensure it
does not pay suspended or debarred vendors.

• The office should include standard language relating to suspension and
debarment in its subgrantee contracts.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Minnesota Office of the Secretary of State Response:

Finally, with regard to the last finding (Finding 5), the Office of the Secretary of State did not
contract with any vendor subject to suspension and debarment. The Office has now established a
procedure to assure that the Federal suspension and debarment list is reviewed prior to
contracting with any vendor when Federal funds are used.

Person Responsible: Kathy Hjelm

Estimated Completion Date: June 30, 2005

In addition, legal staffhave been directed to include this suspension and debarment language as
standard in all future contracts where Federal funds are used.

Persons Responsible: Bert Black
Katie Battle-Sayles

Estimated Completion Date: June 30, 2005
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section Ill: Federal Program Audit Findings - Continued

Report 06-06

State Agency:

Federal Agency:

Minnesota Department of Commerce

U. S. Department of Health and Human Services

CFDA Number/Program Name:

93.568 Low Income Home Energy Assistance

Questioned Costs: None - Procedural Finding Only

Finding 06-06-1 Inadequate documentation supporting recipient eligibilitv testing.

1. The Department of Commerce did not sufficiently document its testing and
verification of household eligibility for federal heating assistance.

Department program staffverified eligibility determined by local service providers, however,
they did not sufficiently document their testing. In October 2004, the department implemented a
new computerized information system that efficiently streamlined payments to utility companies
on behalfof eligible Low-Income Home Energy Assistance Program participants. Under the
new system, each lodl service provider continues to determine which households are eligible,
while the state Department of Commerce pays the federal aid directly to utility companies. In
this situation, the federal government requires that the state agency and their auditors are
responsible to verify and test eligibility. The department used their own program staff, along
with the assistance of independent auditors of certain local service providers, to ensure
compliance with federal eligibility requirements.

The department effectively communicated concerns in reports to service provider management
and obtained corrective action plans for resolution. However, staff did not have a structured
audit approach to guide quality and consistency of the department's eligibility work and
inadequately documented sample selection methods, recipients examined, and attributes tested.
The new computerized environment creates an opportunity for staff to more effectively oversee
eligibility compliance by scrutinizing the underlying computer system data. Their reviews
should also assess security controls, such as determining whether service provider access to the
system's eligibility database is appropriate and sufficiently limited. Working papers should
provide an audit trail of testing performed and support a conclusion on compliance by the service
provider.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section ill: Federal Program Audit Findings - Continued

Recommendation

• The Department ofCommerce should develop an audit approach with
documentation standards to improve the quality ofLow-Income Home Energy
Assistance Program household eligibility verification.

Minnesota Department of Commerce Response:

The Department of Commerce will comply with this recommendation.

As indicated in the audit report, the department implemented a new computerized infonnation
and financial data system - the Electronic Household Energy Automated Technology (eHEAT).
The new computer system invoked the concept of "split eligibility" moving some of this
responsibility from the local service provider to the department. In September 2005, the
department issued guidance to the local service providers on eligibility determination. In
addition to this guidance letter, the department has implemented various improvements to their
audit approach to address this new responsibility. The department has updated its auditing guide
tool used by department staff in reviewing the activities of these local service providers to
deliver this service.

These improvements include:

• Significant documentation of testing methodologies, including key items, sampling and
expanded testing.

• Improved documentation of interviews conducted with local service provider staff.

• Examining data security access controls to eHEAT used by the local service provider.

• Identifying conclusions based on the audit report.

• Determining the local service provider's compliance with federal and state eligibility
requirements.

• Conducting independent or supervisory review of each audit perfonned.

Person Responsible: John Harvanko, Program Director

Estimated Completion Date: June 30, 2006
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Report 06-06

State Agency:

Federal Agency:

Minnesota Department of Commerce

U. S. Department ofHealth and Human Services

CFDA Number/Program Name:

93.568 Low Income Home Energy Assistance

Questioned Costs: None - Procedural Finding Only

Finding 06-06-2 Federal program numbers not identified in accounting svstem.

2. The Department of Commerce did not consistently identify federal program
numbers for all of its federal accounts in the state's accounting system.

The department could not effectively use the accounting system to accumulate federal program
expenditures by their respective Catalog ofFederal Domestic Assistance (CFDA) identification
number. They did not enter the federal catalog number into the accounting system for all federal
accounts. As a result, department staff had to manually assigo federal program numbers to $24
million offederal expenditure activity for fiscal year 2005. The manual intervention caused the
Low-Income Home Energy Assistance Program (CFDA #93.568) expenditures to be understated
by $102,508. Not having federal identification numbers in the accounting system increased the
risk of incorrectly reporting program expenditures in the State ofMinnesota's Financial and
Compliance Report on Federally Assisted Programs.

Recommendation

• The Department ofCommerce should ensure that each federal account in the
state's accounting system is properly identified with its correspondingfederal
program number.

Minnesota Department of Commerce Response:

The Department of Commerce will comply with this recommendation. The department will fully
utilize the grants module of MAPS to ensure the proper federal program numbers are recorded in
the state's accounting system.

Person Responsible: Dennis Munkwitz, ChiefFinancial Officer

Estimated Completion Date: April 30, 2006
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section nl: Federal Program Andit Findings - Continued

Report 06-07

State Agency: Minnesota Department ofHealth

Federal Agencies: U. S. Department ofAgriculture
U. S. Department ofHealth and Human Services

CFDA Numbers/Program Names:

10.557
93.283

Questioned Costs:

Finding 06-07-1

Special Nutrition for Women, Infants and Children
CDC - Prevention, Investigations and Technical Assistance

Nonquantifiable

Salarv allocations not sufficiently documented.

1. PRIOR FINDING NOT RESOLVED: The department did not comply with federal
and state requirements for documenting time charged to programs, including the
transfer of payroll costs between programs.

The department did not adequately document the basis for payroll costs charged to the WIC
(CFDA 10.557) and Genters for Disease Control (CDC) Technical Assistance (CFDA 93.283)
programs. As a result, the department was unable to support that its allocation ofpayroll
expenditures to the federal programs was proper. We first reported this issue in 2004.

Payroll charges to specific programs must be supported by evidence that the employees, in fact,
worked on those programs. Federal regulations identify standards for time distribution and
payroll documentation for federal programs. They state that employees who work on multiple
programs must have a salary distribution supported by personnel activity reports or equivalent
documentation. This documentation must reflect the actual activity of each employee and
account for the total activity for which each employee is compensated. In addition, where
employees are expected to work solely on a single federal program, charges for their salaries
must be supported by periodic certifications that the employees worked solely on that program
for the period covered by the certification.

The department used both payroll expense transfers and expenditure corrections on a regular
basis to transfer payroll costs between state and federal programs. However, support for these
transfers was often inadequate. The department had these specific instances ofnoncompliance
relating to payroll funding documentation.

I u.s. Office of Management and Budget (OMB) Circular A-8?, Cost Principles for Stote, Local, and Indian Tribal
Governments.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section ill: Federal Program Audit Findings - Continued

• The department did not comply with federal requirements and department policy for
documenting time charged to federal programs. Three of three payroll expense transfers
we sampled for CDC were not supported by periodic certifications that the employees
worked only on that federal program. Some employees work on either WIC or CDC, as
well as on other programs. In five cases, the department did not have the required time
studies to support the employees' hours charged to the CDC grant. In addition, in three
other cases, time study documentation was not signed by employees and supervisors.

• The department did not comply with the Department of Finance's policy for payroll
expense transfers. According to the policy, "The payroll transfer transaction is designed
to correct a one-time funding problem. It is not to be used to correct a recurring
problem." The department used transfers to retroactively move payroll costs between
programs each year. Instead, to minimize the need for retroactive adjustments, the
department should code all of its positions to the correct expense budgets at the beginning
of each year.

• The department did not always document the reasons program staff requested employee
payroll funding changes. Four of 15 requests for payroll expense transfers or corrections
affecting the CDC programs did not provide sufficient detail about the need for the
transfer. Sufficient documentation helps ensure that the transactions are consistent with
state or federal requirements.

Routinely using expense transfers and payroll expense corrections weakens controls designed to
ensure that the department funded payroll in accordance with actual work performed and makes
it difficult to determine if employees' time is charged to the appropriate funding source.
Inaccurate and undocumented payroll funding could result in unallowable costs, which could
lead to repayments to the federal government.

Recommendation

• The department should comply with federal and state requirements for charging
payroll to specific programs by:

-- establishing multiple funding sources for individual employees in the
state's personnel/payroll system, as appropriate, to reduce the needfor
payroll expense transfers;

-- certifying employees charged to a single federal program;
-- pelforming and documenting time studies when required; and

documenting the reason for transfers ofpayroll charges between funding
sources and how the transfer is consistent with state orfederal
requirements.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Minnesota Department of Health Respouse:

The department concurs with this recommendation as it relates to conducting time studies and
the certifying ofemployees charged to a single federal program, but disagrees with that portion
of the recommendation related to the method of transferring costs between cost centers.

The department recognizes that a few of the programs at the time of the audit were not
conducting time studies, but this has been corrected as of the last quarter of calendar 2005. The
department is also working very hard to assure that certifications are prepared on a timely basis,
and will continue to work to determine how to monitor and follow-up.

Finally, the department will work with the Department ofFinance to address the need to transfer
costs from one cost center to another when there are numerous employees for several pay
periods. The current method of pay period adjustments is not an efficient use of scarce human
resources.

Person Responsible: David Hovet, Director, Finance and Facilities Management

Estimated Completion Date: Ongoing
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section ill: Federal Program Audit Findings - Continued

Report 06-07

State Agency:

Federal Agency:

Minnesota Department ofHealth

U. S. Department of Health and Human Services

CFDA NumberlProgram Name:

93.283 CDC - Prevention, Investigations and Technical Assistance

Questioned Costs: None - Procedural Finding Only

Finding 06-07-3 Excessive federal cash draw downs.

3. The Department of Health did not comply with federal provisions for cash
management in certain instances.

The department drew federal funds that exceeded federal cash management requirements. Each
week, the department requests cash from the federal government to reimburse the department for
actual expenditures incurred. Federal regulations require states to minimize the time between the
drawdown offederal funds and their disbursement for program purposes.

o In November 2004, the department requested $1,871,000 for the CDC Bioterrorism
Preparedness Grant (CFDA 93.283) twice. It had moved expenditures between two
appropriation accounts within the state's accounting system for the grant. The department
then drew funds to cover the transferred expenditures. However, the department had already
received reimbursement from the federal government for these expenditures. To correct this,
the department reduced future reimbursement requests. The excess cash resulting from the
duplicate draws was not completely resolved until December 2004.

o In June 2005, the department overdrew approximately $679,000 of CDC Bioterrorism
Preparedness funds due to errors in the calculation of draw requests. The department
corrected these overdraws through reductions to subsequent requests.

Recommendation

o The department should ensure that draw requests are accurate and comply
with federal requirements for minimizing the time elapsing.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section ill: Federal Program Audit Findings - Continued

Minnesota Department of Health Response:

The department concurs with tbis recommendation. The department will increase oversight of
the draw.

Person Responsible: David Hovet, Director, Finance and Facilities Management

Estimated Completion Date: Ongoing
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section ITI: Federal Program Audit Findings - Continued

Report 06-07

State Agency:

Federal Agency:

Minnesota Department ofHealth

U. S. Department ofHealth and Human Services

CFDA NumberlProgram Name:

93.283 CDC - Prevention, Investigations and Technical Assistance

Questioned Costs: None - Procedural Finding Only

Finding 06-07-5 Inadequate management offlXed assets.

5. PRIOR FINDING PARTIALLY RESOLVED: The Department of Health did not
conduct a physical inventory of fIxed assets acquired by federal grant funding.

The department had not performed a physical inventory of fixed assets for many years.
According to federal regulations, the department should account for the equipment acquired
under federal grants in accordance with state fixed asset procedures. Although the department
has improved its recording of fixed assets, it has not yet conducted a complete physical inventory
to verify the existence and location of its equipment. The Department ofAdministration's
policl requires complete physical inventories of fixed assets and sensitive items at least
biennially. In fiscal year 2005, the department purchased approximately $620,000 for laboratory
equipment acquired by funding from CDC grants (CFDA 93.283).

Recommendation

o The department should conduct a physical inventory offixed assets in
compliance with federal and state requirements.

Minnesota Department of Health Response:

The department concurs with this recommendation. The department will work on conducting a
physical inventory over the next few months.

Person Responsible: David Hovet, Director, Finance and Facilities Management

Estimated Completion Date: Ongoing

2 The Department of Administration'S Property Management Reporting and Accountability Policy issued October 9,
2003.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Report 06-08

State Agency:

Federal Agency:

Minnesota Department ofPublic Safety

U. S. Department of Homeland Security

CFDA NumberlProgram Name:

97.004 State Domestic Preparedness Equipment Support Program

Questioned Costs: $10,000

Finding 06-08-1 Sales taxes inappropriatelv charged to program.

1. The Department of Public Safety incurred unallowable costs totaling $10,000 for sales
taxes it paid on certain purchases.

The Department ofPublic Safety incurred unallowable costs of$1 0,000 for the State Domestic
Preparedness Equipment Program (CFDA #97.004) for state sales tax it erroneously paid. The
department purchased two decontamination trailers on behalfof two volunteer fire departments
and paid sales tax on those purchases. However, Minnesota Statutes 272.021exempts volunteer
fire departments froni- paying sales taJC on these purchases. Therefore, because the department
purchased these items on behalf of the fire departments, it should not have paid sales tax on them
either. Although sales tax is an allowable cost for federal programs, it is not allowable on these
purchases because the state exempts sales tax collections on these items.

Recommendations

• The Department ofPublic Safety should reimburse the federal government
$10,000 it claimedfor unallowable state sales tax:.

• The Department ofPublic Safety should ensure that it only pays sales tax on
allowable purchases.

Minnesota Department of Public Safety Response:

At the time of discovery of the erroneous sales tax payment a request was submitted to the
Department of Finance for a sales tax refund. Unfortunately this sales tax refund was not
processed by the end of the audit fieldwork. The refund of the unallowable sales tax has since
been made and we are able to reimburse the federal government. As this grant has since been
extended to March 31, 2006, the sales tax refund has been deducted from federal reimbursements
since the end of the fieldwork.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

The original purchaser into the Minnesota Accounting and Procurement System (MAPS) is now
aware of their erroneous purchase entry. This awareness should ensure that the Department of
Public Safety only pays sales tax on allowable purchases.

Person Responsible: Daniel E. Boytim, Office ofFiscal and Administrative Services

Estimated Completion Date: Completed and ongoing
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Report 06-09

State Agency:

Federal Agency:

Minnesota Department ofEmployment and Economic Development

u. S. Department of Labor

CFDA Number/Program Name:

17.225 Unemployment Insurance Program

Questioued Costs: None - Procedural Finding Only

Finding 06-09-2 Failure to submit or document required federal financial reports.

2. DEED did not submit a required quarterly unemployment insurance fmandal activity
report to the federal government and could not locate documentation supporting a
separate report.

The department did not file required unemployment insurance (CFDA #17.225) federal financial
reports for the quarters ending June 30, September 30, and December 31 of2005. The federal
Employment Training Act Report on Contribution Operations (ETA 581) was properly filed in
previous quarters; however, since implementing its new unemployment insurance tax system in
June 2005, the department encountered difficulties developing accurate financial activity
information for the report.

In addition, DEED did not retain documentation supporting its 2004 federal unemployment tax
(FUTA) report filed January 2005. The FUTA report certifies the department's comparison of
employer unemployment tax payments to credits claimed by employers on their IRS 940 FUTA
tax form. The federal govermnent requires auditors of unemployment insurance to verify the
procedures and tests performed to support the comparison. The department provided
documentation showing that they ran the computer program; however, they could not find
evidence supporting their tests of the computerized comparison. As a result, we were unable to
determine the department's compliance in certifying FUTA tax credits. Record retention
policies require the department to retain this documentation for a minimum ofthree years or until
audited.

Recommendations

• DEED should comply with unemployment insurancefederal reporting
requirements by developing system reports that facilitate accurate and timely
federal reporting.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

• The department should retain documentation supporting its testing ofthe
FUTA certification report for a minimum ofthree years or until audited.

Minnesota Department of Employment and Economic Development Response:

We agree. DEED has now submitted all required reports and will properly retain all supporting
documentation.

Person Responsible: Kathy Nelson

Estimated Completion Date: Completed and ongoing

63



Minnesota Office ofthe Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Report 06-09

State Agency:

Federal Agency:

Minoesota Department ofEmployment and Economic Development

U. S. Department ofHousing and Urban Development

CFDA Number/Program Name:

14.228 Community Development Block Grant - States

Questioned Costs: None - Procedural Finding Only

Finding 06-09-3 Inconsistent monitoring and reporting ofproject expenditures.

3. The departmeut did not consistently monitor and report project expenditures for the
federal Commuuity Development Block Graut Program (CFDA #14.228).

The Community Development Block Grant Program provides federal grants to small cities for
housing and economic improvement projects. Under federal authority, the state has issued rules
to govern grant application, awarding, and monitoring. The department employed 'program
monitors' to monitor project progress and verifY that cities comply with federal grant
requirements. However, program monitors did not consistently authorize reimbursement of
project payments nor obtain and review independent audits of funded projects. In addition, the
department filed a key federal financial report late and incorrectly included project expenditures
made after the reporting period. Without consistent monitoring, authorizing, and reporting
practices, ineligible project costs and noncompliance with federal regulations could occur
without detection.

The department encountered the following problems with the block grant program:

>- The department requires two signatures to authorize draw requests for federal
reimbursement ofblock grant project costs. However, for 2 of 11 draw requests tested,
the department received federal funds and reimbursed project costs without obtaining two
authorizations. Supervisory approvals were made, but signatures from program monitors
that review projects for compliance with program requirements were missing.

>- The department did not fulfill its oversight responsibility ensuring that independent audits
were conducted. Program monitors did not obtain audit reports for 6 of 11 subrecipients
receiving over $500,000 per year, as required by federal guidelines. The department did
not have evidence that one subrecipient had a qualifying federal audit, and five did not
submit an audit report to the department until requested during our review. In fact, one

64



Minnesota Office ofthe Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

audit raised some concerns that should have been investigated and resolved by program
monitors.

>- The department submitted the program evaluation review report over 60 days late to the
federal Housing and Urban Development Agency. The report for the period ending
September 30,2004, was due on December 31,2004; however, it was not submitted until
March 2005. In addition, the report incorrectly included at least $1.7 million of
expenditures paid from October 2004 through March 2005. The department should have
included these subsequent expenditures in the next federal reporting period.

Recommendation

• The department should improve the federal Community Development Block
Grant Program's compliance by:

obtaining two authorizations before requestingfederal funds for project
reimbursement;
ensuring subrecipient audit requirements are met, and any audit issues are
adequately monitored and resolved; and
submitting a timely and accurate federal program evaluation review
report.

Minnesota Department of Employment and Economic Development Response:

We agree. DEED will use only the form that requires both the monitor's and supervisor's
signatures for reimbursement requests.

DEED has received the required qualifying federal audit reports from the subrecipients cited in
the report. DEED will ensure that subrecipient's audits meet standards and the audits are
reviewed and resolved.

DEED submitted the program evaluation review report after the due date and included
expenditures after the reporting period. BUD has accepted this report without exceptions. We
will submit future reports in a timely manner.

Person Responsible: Paul A. Moe

Estimated Completion Date: Completed and ongoing
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Report 06-09

State Agency:

Federal Agency:

Minnesota Department ofEmployment and Economic Development

U. S. Department of Education

CFDA Number/Program Name:

84.126 Rehabilitation Services - Vocational Rehabilitation Grants

Questioned Costs: None - Procedural Finding Only

Finding 06-09-4 Subrecipient financial reports not sent quarterlv to department.

4. DEED did not ensure that all organizations submitted quarterly financial reports for
the federal Vocational Rehabilitation Program.

The department did not receive quarterly financial status reports from all organizations receiving
vocational rehabilitation (CFDA #84.126) program funding. These reports are due 30 days after
the end of each reporting quarter, as specified in their grant agreements. The department uses
these reports to monitor cash advances and record program expenditures, and they ultimately
become the basis for the department's vocational rehabilitation program expenditures reported to
the federal government. However, three ofnine organizations tested continued to receive cash
advances during fiscal year 2005 even though they did not file quarterly financial status reports
with DEED. For these organizations, DEED's accounting system reflected the cash advances as
unpaid obligations until they reported actual expenditures at year-end.

Federal regulations require the department to monitor cash management and spending by
organizations receiving federal funds. To enforce these provisions, the department has the
authority to discontinue or delay federal program funding until requested reports are filed. The
inability of these organizations to file these financial status reports increases the risk ofexcessive
cash balances or inappropriate program expenditures. In addition, weaknesses in entity financial
management could compromise their ability to deliver an appropriate level of service to eligible
recipients.

Recommendation

• The department should ensure that all organizations receivingfederal
vocational rehabilitation fimds submit quarterly financial status reports. It
should evaluate the financial reliability oforganizations unable to meet the
quarterly reporting requirement specified in their grant agreement.

66



Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section ill: Federal Program Audit Findings - Continued

Minnesota Department of Employment and Economic Development Response:

We agree. DEED will monitor subrecipients to ensure that financial status reports are timely.

Person Responsible: K.im Peck

Estimated Completion Date: Completed and ongoing
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Report 06-10

State Agency:

Federal Agency:

Minnesota Department ofHuman Services

u. S. Department ofHealth and Human Services

CFDA Number/Program Name:

93.778 Medical Assistance

Questioned Costs: Nonquantifiable

Finding 06-10-1 Inadequate verification ofdrug rebate amounts.

1. The Department of Human Services did not have a process to verify that it received
accurate supplemental drug rebates.

The department did not have an adequate process to ensure that a third-party processor sent the
appropriate supplemental drug rebate amounts to the state. During fiscal year 2005, the
department received over $5 million in supplemental drug rebates from the processor. The
department expects this amount to increase in the future. The Supplemental Drug Rebate
Program is part of the-Medical Assistance Program (CFDA 93.778), and rebates are split
between the federal and state governments.

On behalfof several states, a third-party processor negotiated with pharmaceutical companies to
determine the unit drug rebate amounts and collect the rebates. However, the department was
unable to verify the accuracy of amounts it received because the processor considered the unit
rebate amounts to be proprietary information and refused to share it with the department. The
department did not implement any alternative procedures, such as requiring an audit of the
processor, to gain assurance about the accuracy of the rebates received. Without verification
procedures or reliance on an audit of the processor, the department is unable to ensure it received
the correct rebate amounts.

Recommendation

• The department should ensure the accuracy ofthe supplemental dnlg rebates
determined by a third-party processor by verifYing the units dispensed to the
state's medical assistance payment system and recalculating rebate amounts,
or by requesting an audit ofthe processor.
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Minnesota Department of Human Services Response:

The department agrees with the recommendation. The department is in the process of finalizing
language on an amendment to the contract with the processor. This amendment requires an
independent SAS 70 audit be done annually on the procedures and processes that the third party
processor uses to calculate and allocate supplemental rebates on the behalf of Minnesota.

Person Responsible: Jarvis Jackson

Estimated Completion Date: Current language has the audit completed no later than June 1st of
each year with a draft copy of the report available to the State
within 20 working days after completion of the fieldwork.

69



Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Report 06-10

State Agency:

Federal Agency:

Minnesota Department ofHuman Services

U. S. Department ofHealth and Human Services

CFDA NumberslProgram Names:

93.659
93.767

Questioned Costs:

Finding 06-10-2

Adoption Assistance
State Children's Health Insurance Program

None - Procedural Finding Only

Inadequate eligibility documentation.

2. The Department of Human Services did not adequately document certain eligibility
criteria for two federal programs.

The department was missing certain key documentation to support recipient eligibility
determinations for two federal programs, the Adoption Assistance Program (CFDA 93.659) and
the State Children's Health lrisurance Program (CFDA 93.767). It is important for the
department to maintain complete documentation to show that eligibility determinations were
correct.

The department did not have adequate documentation to support its review of eligibility
determinations for the Adoption Assistance Program. If a child meets four specific criteria, the
child's family is eligible to receive adoption assistance maintenance subsidies. The eligibility
determinations originate with child placing agencies. The department requires the agencies to
send in documentation supporting their eligibility determinations. The department then reviews
the documentation and verifies the agencies' determinations. The department's eligibility files
were incomplete for 26 of the 58 sample items tested. Ultimately, the department was able to
obtain copies of the missing documentation for all sample items except one.

In one case, the department was missing documentation to support an eligibility determination
for the State Children's Health Insurance Program. Also, as reported in our prior audit, the
department had documentation weaknesses relating to worker case notes in the department's
eligibility and payment system. Although case note documentation had improved, there were
still instances where the eligibility and payment system did not show all amounts entered nor
identify the person who entered the data. In some cases, the system stored only the most recent
data but no historical data.
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Recommendations

• The department should collect and maintain all documentation necessary to
support its verification ofthe adoption assistance eligibility determinations.

• The department should improve its documentation ofeligibility decisions for
the State Children's Health Insurance Program.

Minnesota Department of Human Services Response:

The department agrees with the recommendation. The department has revised the forms
certifying agencies use to complete eligibility determinations for adoption assistance. The
revised forms ensure that the appropriate supporting information for the eligibility determination
is submitted by the certifying agency and maintained by the department. Distribution of the
forms will occur in May 2006 and corresponding training will be provided by the department to
all agencies responsible for completing adoption assistance eligibility determinations. Before the
department approves adoption assistance for a child, department staff reviewing the eligibility
paperwork will ensure that all necessary documentation has been collected from the certifying
agency. All documents that verify adoption assistance eligibility will be retained in the
departmental adoption assistance case record.

Person Responsible: Erin Sullivan Sutton

Estimated Completion Date: June 1,2006

The department agrees with the recommendation. Several measures planned or in process of
completion will address this recommendation:

• The Health Care Application is being revised to encourage applicants to furnish
verifications of eligibility with their submitted application forms.

• The Health Care Programs Manual is being revised to improve ease of use and clarity,
and will be a web-based tool for workers. This will roll out over the next year.

• Implementation of the HealthMatch automated eligibility system scheduled to start in
2007 will lead to greater documentation of eligibility decisions, as more information
will be entered by workers as they process eligibility. HealthMatch is scheduled to be
fully implemented by May 2008.

Person Responsible: Kathleen Henry

Estimated Completion Date: May 2008
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Report 06-10

State Agency:

Federal Agency:

Minnesota Department ofHuman Services

U. S. Department of Health and Human Services

CFDA Number/Program Name:

93.778 Medical Assistance

Questioned Costs: Nonquantifiable

Finding 06-10-5 Inadequate controls over indirect cost allocation.

5. The Department of Human Services did not have adequate controls over some aspects
of its indirect cost allocations.

The department did not ensure the accuracy of some of its indirect cost allocations. In many
cases, the department charges indirect costs shared by several programs to a common account,
and later distributes those costs among several programs. This process is called indirect cost
allocation. During fiscal year 2005, the department allocated an average of $61 million each
quarter. The department did not have adequate controls over some aspects of indirect cost
allocations to ensure that programs were being charged appropriately.

First, the department did not compare total indirect costs to the total allocated costs after the cost
allocation process had been completed each quarter. This comparison would ensure that the
department included all costs and adjustments. It also ensures that all costs and adjustments
were actually allocated to the individual programs. We performed this comparison and found no
differences.

Second, the program accountant did not accurately record Medical Assistance Program (CFDA
93.778) indirect costs in the accounting system. Over the last few years, the accountant has
made numerous coding errors, including using incorrect object codes and record dates. As a
result, the department has been unable to verify if the Medical Assistance Program correctly paid
the appropriate portion of the allocated indirect costs.

Recommendations

• The department should reconcile total indirect costs to total allocated costs
each quarter to ensure it included all costs and adjustments and that it actually
allocated all costs to the individual programs.
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• The department should review prior years' cost allocations and compare the
NJedical Assistance Program's allocated indirect costs to paid indirect costs
to ensure the program paid the correct amount ofindirect costs.

Minnesota Department of Human Services Response:

The department agrees with the recommendation. The reconciliation was inadvertently
discontinued after a staffperson's retirement. The department will resume reconciling total
indirect costs to total allocated costs each quarter.

Person Responsible: Marty Cammack

Estimated Completion Date: June 30, 2006

The department agrees with the recommendation. The department will reconcile the Medical
Assistance prior years' allocated indirect costs to payments made and make any necessary
payment adjustments. The department will assure that the reconciliation continues on an on
going basis.

Person Responsible: Marty Cammack

Estimated Completion Date: June 30, 2006
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Report 06-10

State Agency:

Federal Agency:

Minnesota Department ofHuman Services

u. S. Department of Health and Human Services

CFDA NumberslProgram Names:

93.044
93.045

Questioned Costs:

Finding 06-10-7

Support Services and Senior Centers
Aging Nutrition Services

None - Procedural Finding Only

Inaccurate quarterlv SF-269 reporting.

7. Department of Human Services' staff assigned to the Board on Aging did not accurately
prepare three federal reports.

The staff incorrectly prepared semi-annual federal SF-269 reports for the Support Services and
Senior Centers Program (CFDA 93.044), the Nutrition Services Program (CFDA 93.045), and
other aging-related federal programs. On three SF-269 reports for fiscal years 2004 and 2005,
the staff entered the incorrect total federal share, double counted third-party (in kind)
contributions, or omitted the state match share. The staff correctly reported the total federal
share on the March 31,2005, SF-269 report. Since the other two errors related to non-federal
funds, the staff intends to adjust the amounts on the next report rather than revise and resubmit
the prior reports.

Recommendation

• The department should ensure the accuracy and completeness offederal aging
program reports.

Minnesota Department of Human Services Response:

The department agrees with the recommendation. We believe that the problems were one time
errors and we ,vill adjust the federal reports for the quarter ending March 31, 2006.

Person Responsible: Jim Varpness

Estimated Completion Date: March 31, 2006
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Report 06-10

State Agency: Minnesota Department ofHuman Services - Hennepin County

Federal Agencies: U. S. Department ofAgriculture
U. S. Department ofHealth and Human Services

CFDA Numbers/Program Names:

10.551
93.558
93.767
93.778

Questioned Costs:

Finding 06-IO-H-I

Food Stamps
Temporary Assistance for Needy Families
State Children's Health Insurance Program
Medical Assistance

None - Procedural Finding Only

No monitoring ofF/AT override transactions.

1. PRIOR FINDING PARTIALLY RESOLYED: Hennepin County did not monitor
high-risk eligibility override transactions. (Finding OS-IS-Hoi)

County human services managers and supervisors did not monitor high-risk eligibility override
transactions for the State Children's Health Insurance, Medical Assistance, Temporary
Assistance for Needy Families, and Food Stamp programs. County workers use these override
transactions, called FIATS, to allow applicants to receive benefits even though MAXIS, the state
Department of Human Services' (DHS) eligibility determination system, originally could not
malce a determination or deemed the person to be ineligible.

In certain cases, it is appropriate for county human services employees to use FIAT transactions.
Employees use MAXIS to determine recipient eligibility for several state and federal public
assistance programs. Due to continuous changes in state and federal eligibility requirements and
other factors, there are certain times when MAXIS does not produce accurate eligibility
determinations. When these circumstances arise, most county caseworkers have the ability to
use FIAT transactions to override the eligibility determinations produced by the system. These
transactions are high-risk and should be thoroughly reviewed and monitored for legitimacy.
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Hennepin County has not implemented its corrective action plan to address FIAT issues. During
fiscal year 2005, county management took some steps to heighten awareness ofFIAT
transactions. It created a desk guide listing appropriate FIAT codes, highlighted the appropriate
use ofFIATS in its case reviews, and addressed the topic at supervisory and staff meetings as
promised. However, as of the end of fiscal year 2005, the county had not implemented its plan
to perform monthly reviews of workers with high individual FIAT usage.

Recommendation

• Hennepin County management shouldfidly implement procedures to monitor
eligibility override transactions.

Minnesota Department of Human Services - Hennepin County Response:

Corrective Action Plan for Finding #1

As stated in the finding, Hennepin County did implement all of the items in its corrective action
plan with one exception - producing a usable FIAT report. This report is now available and is
produced and distributed to managers for review on a quarterly basis.

In addition to the steps outlined in corrective action plan, Hennepin County arranged for
Minnesota Department ofHuman Services staff to conduct individual training sessions during
July 2005 for each of the eligibility teams in the county responsible for processing Medical
Assistance cases. A point of emphasis in those training sessions was the appropriate use of
FIAT.

Persons Responsible: Human Services Program Managers, Tom Pingatore, Adults Area
Lisa Groves, Families Area

Estimated Completion Date: The final item of the corrective action plan was completed by July
31,2005.
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Report 06-10

State Agency:

Federal Agency:

Minnesota Department ofHuman Services - Hennepin County

U. S. Department of Health and Human Services

CFDA NumberslProgram Names:

93.558
93.778

Questioned Costs:

Finding 06-10-H-2

Temporary Assistance for Needy Families
Medical Assistance

Nonquantifiable

Untimely resolution ofdiscrepancies identified bv IEVS.

2. PRIOR FINDING NOT RESOLVED: Hennepin County did not resolve income
discrepancies identified as part of the benefit eligibility process in the timeframes
required by federal regulations. (Finding OS-18-H-2)

Hennepin County did not resolve income discrepancies identified by the Income Eligibility and
Verification System (IEVS) in a timely manner, as required by federal regulations. In order to
comply with federal requirements, the state Department ofHuman Services (DHS) coordinates
data exchanges with other sources for the Temporary Assistance for Needy Families and the
Medical Assistance programs. This data exchange, called IEVS, includes comparing income
information submitted by applicants with income and tax information obtained from other state
and federal sources, such as the Minnesota Department ofEmployment and Economic
Development, the Social Security Administration, and the Internal Revenue Service.

Discrepancies occur when the income amounts recorded in MAXIS, the state's eligibility
determination system, differ by more than a pre-established target amount. DHS relies on county
human services offices to review and resolve these discrepancies. Federal law requires the state
to res'olve at least 80 percent of the case discrepancies within 45 days. The state does not meet
timeliness requirements established by the federal government. Hennepin County is a significant
contributor to that compliance concern. For the period May 1, 2004, through April 30, 2005,
Hennepin County's resolution rate was 59 percent. The county's fiscal year 2004 resolution rate
was 63 percent.
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Recommendation

• Hennepin County should resolve Income Eligibility Verification System
(IEVS) discrepancies in a timely manner.

Minnesota Department of Human Services - Hennepin County Response:

Since December 2004, the Debt Establishment Unit has been responsible for resolving all
income discrepancies in the families area, and part of the adults area. In March 2005,
responsibility for all of the adults area was added to this unit. We did discover that the Debt
Establishment Unit had an incorrect understanding of the required timeframes for resolving
discrepancies. This misunderstanding was resolved in July 2005.

Corrective Action Plan for Finding #2

Since the Debt Establishment Unit was made aware of the correct timeframes for resolving
discrepancies in July 2005, there has been significant improvement in results. Our expectation is
that the goal ofresolving 80% of discrepancies within 45 days will be achieved for the period
July 2005 through December 2005 and will be maintained at that level on an ongoing basis.

Persons Responsible: Human Services Program Managers,Tom Pingatore, Adults Area
Lisa Groves, Families Area

Estimated Completion Date: July 31,2005
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Report 06-10

State Agency: Minnesota Department of Human Services - Ramsey County

Federal Agencies: U. S. Department of Agriculture
U. S. Department of Health and Human Services

CFDA NumberslProgram Names:

10.551
93.558
93.767
93.778

Questioned Costs:

Finding 06-10-R-l

Food Stamps
Temporary Assistance for Needy Families
State Children's Health Insurance Program
Medical Assistance

None - Procedural Finding Only

No monitoring ofFIAT override transactions.

1. PRIOR FINDING NOT RESOLVED: Ramsey County did not monitor high-risk
eligibility override transactions. (Finding 05-18-R-l)

County human serviceS managers and supervisors did not monitor high-risk eligibility override
transactions for the State Children's Health Insurance, Medical Assistance, Temporary
Assistance for Needy Families, and Food Stamp programs. County workers use these override
transactions, called FIATS, to allow applicants to receive benefits even though MAXIS, the state
Department of Human Services' (DHS) eligibility determination system, originally could not
malce a determination or deemed the person to be ineligible.

In certain cases, it is appropriate for county human services employees to use FIAT transactions.
Employees use MAXIS to determine recipient eligibility for several state and federal public
assistance programs. Due to continuous changes in state and federal eligibility requirements and
other factors, there are certain times when MAXIS does not produce accurate eligibility
determinations. When these circumstances arise, most county caseworkers have the ability to
use FIAT transactions to override the eligibility determinations produced by the system. These
transactions are high-risk and should be thoroughly reviewed and monitored for legitimacy.

Ramsey County has not implemented its corrective action plan to address FIAT issues. The risk
of erroneous benefits increases when caseworkers have the ability to bypass established controls
by using FIATS and management has not developed and implemented adequate independent
oversight.
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Recommendation

• Ramsey County management should develop and implementprocedures to
routinely monitor eligibility override transactions.

Minnesota Department of Human Services - Ramsey County Response:

As requested we will describe the actions we will take to address these issues and identify the
person responsible for those actions.

1. Ramsey County did not monitor high-risk eligibility transaction.

The actions you refer to are FIAT actions in MAXIS. FIAT is a feature of the MAXIS system
that allows for the override of a system generated case action. For some programs, some
Medical programs, General Assistance, Group Residential Housing and Minnesota Supplemental
Assistance, FIAT is the only method to generate and approve program results. The MFIP
(TANF) and Food Support programs are the only programs within MAXIS that are significantly
automated to generate results.

Ramsey County has developed a quarterly report ofFIAT actions regarding the MFIP and Food
Support programs. FIAT actions are identified by worker and supervisor, and each supervisor is
given the results for their unit.

For our Adult Services programs the FIAT report is compared against the Report Active panel on
MAXIS to see ifMSA or GA is active. It is necessary to FIAT Food Support when there is GA
or MSA, as the income is not automatically pulled over. The majority of the cases are this type
of case. For example, had 89 cases on the report, 78 had GA or MSA income. In one case FIAT
was. used to bring over the correct amount of Social Security. In the other 10 cases it appears it
was not necessary to use FIAT but workers do so out ofhabit. Reminders have been sent to staff
about using FIAT only when required.

FIAT is a systems issue. DHS recently held a meeting to discuss the use ofFIAT and the FIAT
report. Ramsey staffparticipated in this meeting and brought forward examples of situations that
currently require the use ofFIAT. We requested more specific codes for each situation (workers
currently must use "10" for almost every situation) and that DHS try to make changes to the
system to reduce the use ofFIAT. A copy of the current codes and the case situations we
submitted to DHS are attached.

Persons Responsible: Human Service Managers Shannon Kennedy and Nancy Cincotta are
responsible for the continued monitoring of FIAT actions. Ms. Cincotta
will also be participating in the DHS workgroup on FIAT.

Estimated Completion Date: Ongoing
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Report 06-10

State Agency:

Federal Agency:

Minnesota Department of Human Services - Ramsey County

U. S. Department of Health and Ruman Services

CFDA NumberslProgram Names:

93.558
93.778

Questioned Costs:

Finding 06-10-R-2

Temporary Assistance for Needy Families
Medical Assistance

Nonquantifiable

Untimelv resolution ofdiscrepancies identified bv IEVS.

2. PRIOR FINDING NOT RESOLVED: Ramsey County did not resolve income
discrepancies identified as part of the benefit eligibility process in the
timeframes required by federal regulations. (Finding 05-18-R-2)

Ramsey County did not resolve income discrepancies identified by the Income Eligibility and
Verification System (IEVS) in a timely manner, as required by federal regulations. In order to
comply with federal requirements, the state Department ofRuman Services (DRS) coordinates
data exchanges with other sources for the Temporary Assistance for Needy Families and the
Medical Assistance programs. This data exchange, called IEVS, includes comparing income
information submitted by applicants with income and tax information obtained from other state
and federal sources, such as the Minnesota Department of Employment and Economic
Development, the Social Security Administration, and the Internal Revenue Service.

Discrepancies occur when the income amounts recorded in MAXIS, the state's eligibility
determination system, differ by more than a pre-established target amount. DRS relies on county
human services offices to review and resolve these discrepancies. Federal law requires the state
to resolve at least 80 percent of the case discrepancies within 45 days. The state does not meet
timeliness requirements established by the federal government. Ramsey County is a significant
contributor to that compliance concern. For the period May 1, 2004, through April 30, 2005,
Ramsey County's resolution rate was 70.5 percent. The county's fiscal year 2004 resolution rate
was 65 percent.

Recommendation

• Ramsey County should resolve Income Eligibility Verification System (IEVS)
discrepancies in a timely manner.
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Minnesota Department of Human Services - Ramsey County Response:

As requested we will describe the actions we will take to address these issues and identify the
person responsible for those actions.

2. Ramsey County did not resolve income discrepancies identified as part ofthe benefit
eligibility process in the timeframes required by federal regulations.

Your recommendation is that Ramsey County meet the timeliness standard for the resolution of
Income Eligibility Verification System (IEVS) matches. This standard is 80% of all matches
resolved within 45 days of the match being made known to the agency.

Ramsey County shares this goal and has continued to make progress toward achieving it. In the
Food Stamp Management Evaluation Review finding ofMay 14,2005, it was noted that Ramsey
County had a 74% timeliness rate and had made very good progress reducing the number of
overdue matches in the last year. In order to seek continued improvement we have taken the
following actions:

A. Reformatted the monthly DHS report by worker and supervisor and used it to identify staff or
units that need to improve the timeliness of their IEVS resolutions.

B. Made IEVS training part of our new worker training.
C. Hired a temporary worker to resolve the backlog ofIEVS matches.

Weare confident these actions and continued monitoring for compliance will get our IEVS
resolution rate within federal guidelines.

Persons Responsible: Humans Service Managers Nancy Cincotta and Bao Yang will be
responsible for the ongoing monitoring of our IEVS compliance efforts.

Estimated Completion Date: Ongoing

82



Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section ITI: Federal Program Audit Findings - Continued

Report 06-10

State Agency: Minnesota Department ofHuman Services - Saint Louis County

Federal Agencies: U. S. Department ofAgriculture
U. S. Department ofHealth and Human Services

CFDA NumberslProgram Names:

10.551
93.558
93.767
93.778

Questioned Costs:

Finding 06-10-S-1

Food Stamps
Temporary Assistance for Needy Families
State Children's Health Insurance Program
Medical Assistance

None - Procedural Finding Only

No monitoring ofF/AT override transactions.

1. PRIOR FINDING NOT RESOLVED: Saint Louis County did not monitor high-risk
eligibility override transactions. (Finding 05-18-S-1)

County human services managers and supervisors did not monitor high-risk eligibility override
transactions for the State Children's Health Insurance, Medical Assistance, Temporary
Assistance for Needy Families, and Food Stamp programs. County workers use these override
transactions, called FIATS, to allow applicants to receive benefits even though MAXIS, the state
Department of Human Services (DHS) eligibility determination system, originally could not
make a determination or deemed the person to be ineligible.

In certain cases, it is appropriate for county human services employees to use FIAT transactions.
Employees use MAXIS to determine recipient eligibility for several state and federal public

. assistance programs. Due to continuous changes in state and federal eligibility requirements and
other factors, there are certain times when MAXIS does not produce accurate eligibility
determinations. When these circumstances arise, most county caseworkers have the ability to
use FIAT transactions to override the eligibility determinations produced by the system. These
transactions are high-risk and should be thoroughly reviewed and monitored for legitimacy.

Saint Louis County has not implemented its corrective action plan to address FIAT issues. The
risk of erroneous benefits increases when caseworkers have the ability to bypass established
controls by using FIATS, and management has not developed and implemented adequate
independent oversight.
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Recommendation

• Saint Louis County management should develop and implement procedures to
routinely monitor eligibility override transactions.

Minnesota Department of Human Services - St. Louis County Response:

St. Louis County has taken the following steps regarding FIAT review:

1. St. Louis County, through the directors' professional association, has solicited the MN
Department of Human Services to create a more useful and concise FIAT report for use by
counties. As a result of that solicitation, two work groups have been formed to meet that
outcome.

2. St. Louis County has assigned two staff to attend each of these work group meetings:
Shelley Saukko and Earl Beaudin.

3. Until the new FIAT reports are created, St. Louis County will inunediately implement the
following procedure:

One clerical staff person will be assigned to go through the current FIAT Report monthly,
highlighting specific codes that need to be reviewed and crossing out those FIATs which are
automatic or outside of financial worker discretion. This list will be copied and distributed to
each supervisor. Supervisors will review this list, read case notes, andlor discuss the case
with assigned workers, as appropriate.

Persons Responsible: St. Louis County Staff

Estimated Completion Date: Ongoing
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Report 06-12

State Agency:

Federal Agency:

Minnesota Department of Transportation

U. S. Department of Transportation

CFDA NumberlProgram Name:

20.205 Highway Planning and Construction Program

Questioned Costs: $12,568,300

Finding 06-12-2 Project oversight procedures need improvement.

2. Prior Audit Finding Not Resolved: The department did not adequately follow certain
project oversight procedures.

The MoDOT Office of Audit's Single Audit report for fiscal year 2005 identified various
concerns and issues where project management oversight could be strengthened or improved.
The office identified the following issues for the federal Highway Planning and Construction
Program (CFDA #20.205) based on 17 highway construction projects audited.

• The MoDOT Office of Audit recommended additional management attention
for bituminous, concrete, and grading and base production documentation and
materials testing requirements. The report identified 12 projects tested in which
either reductions in payments were not taken, bituminous and concrete testing,
grading and base material control, mix design, or test summary sheets
requirements were not followed, or bituminous ticket info=ation was not
completed as required. In 3 of 12 projects, the report identified a need to hold
the contractor and MoDOT project personnel accountable to follow the
requirements. In addition, for 5 of the 12 projects either the contractor quality
control testing was not done independently from agency quality assurance and
verification testing, or quality control test results were missing or suggested
retesting was not done. For the above projects, the MoDOT Office of Audit's
report questioned $9.075 million.

• Although MoDOT Office of Audit noted improvements from last year,
compliance with National Pollutant Discharge Elimination System pemlit
requirements is a continuing problem. Documented weekly inspections of
erosion control effectiveness are required for coverage under the pe=it. The
MoDOT Office ofAudit report identified five projects where contractors did not

85



Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

complete and submit all required permit Inspection Logs to project personnel
every two weeks as required. In addition, MnDOT Office ofAudit questioned
costs totaling $1,300 for two building demolitions not being properly
documented and one project for $119,000 for allowing a contractor to ship
hazardous waste to a disposal facility not authorized by the contracts special
provisions.

• The MnDOT Office of Audit also questioned a $2.7 million increase in project
costs on a project as a result of an inadequate geotechnical investigation. In
addition, for another project, the audit report questioned $640,000 paid for work
done that was determined and documented as unacceptable by project
personnel. Finally, the audit report questioned a $33,000 duplicate payment
made on another project.

Recommendation

• The department should continue to strengthen its project oversight
procedures to ensure compliance with federal and state requirements.

Minnesota Department of Transportation Response:

Increasing numbers ofprojects at all levels (state, county, city), increasing complexity ofwork,
and evolving requirements are a continuing challenge. MnJDOT continues through a variety of
efforts to keep abreast of requirements and procedures and ensure communication to responsible
individuals at all levels. Some of the actions in response to this finding include:

• Discussion among project staff to clarify and mutually agree to specification
understanding.

• High level discussions with the Concrete Engineer who determined that all tests for State
Project 7380-0206 were within tolerance.

• District State Aid Engineer met with a county engineer and county attorney to resolve out
of tolerance tests and appropriate penalty assessment.

• Multi-agency training of construction project staff (state, city, and county) as well as
consultant staff regarding inspection and enviromnental regulations.

• Creation of a new policy for testing of Bulk Specific Gravity failures for use by lab staff.

• Multi-agency distribution of a Memo instructing cities, counties, and districts to comply
with state and federal enviromnental requirements.
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• Metro Materials has merged into one unit resulting in more efficient use of available
manpower. A scoping committee has been formed to review all plan changes that will
result in better evaluation ofproj ect scope earlier in a proj ect.

Persons Responsible: Julie Skallrnan, State Aid for Local Transportation Division
Richard Stehr, Engineering Services Division Director
Robert Winter, District Operations Division Director

Estimated Completion Date: Immediately and ongoing
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Report 06-12

State Agency:

Federal Agency:

Minnesota Department of Transportation

U. S. Department ofTransportation

CFDA Number/Program Name:

20.106 Airport Improvement Program

Questioned Costs: $151,000

Finding 06-12-3 Material testing requirements were not met.

3. The department did not ensure compliance with material testing requirements for the
Airport Improvement Program (CFDA #20.106).

The MnDOT Office of Audit identified numerous instances where bituminous testing
requirements were not met for one airport improvement project. The project was managed by a
Metropolitan Airports Commission consultant, who hired another consultant to perform material
testing. The MnDOT Office of Audit had concerns as to whether specified tests were performed
and whether affected material met requirements in accordance with Federal Aviation
Administration guidelines. For example, test summary sheets for bituminous did not detail
quality assurance tests and, therefore, there was no documented comparison for allowable
tolerances between quality control and quality assurance tests. In addition, test summary sheets
were not signed by the contractor or agency representatives, other tests were not documented,
and no mix design sheet was available for the bituminous surface mix.

As a result of these documentation concerns, the MnDOT Office ofAudit questioned $151,000
of the bituminous mixture affected.

Recommendation

• The department should communicate with the Metropolitan Airports
Commission to ensure that bituminous testing requirements are met.

Minnesota Department of Transportation Response:

MnlDOT's Aeronautics Office has communicated with the Metropolitan Airports Commission
(MAC) and the Federal Aviation Administration (FAA) reminding them that quality control and
assurance is the responsibility of the airport sponsor's engineer. MAC has indicated to the
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Aeronautics Office that they will work with their construction engineers and inspectors to assure
that this testing is completed according to specifications.

Person Responsible: Randy Halvorson, Program Management Division Director

Estimated Completion Date: January 2006.
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Report 06-12

State Agency:

Federal Ageucy:

Minnesota Department ofTransportation

U. S. Department of Transportation

CFDA Number/Program Name:

20.205 Highway Planning and Construction Program

Questioned Costs: None - Procedural Finding Only

Finding 06-12-4 Failure to reconcile project status reports to billings.

4. The departmeut did not reconcile its federal billing to the Federal Highway
Administration's (FHWA) project status report.

The MnDOT Office of Audit's Single Audit report determined that the reconciliation between
the MnDOT Federal Billing and the Federal Highway Administration's project status report had
not been done since February 2003. The report indicated that under the Letter of Agreement and
Stewardship Plan betlyeen FHWA and MnDOT, MnDOT is required to reconcile one third of the
affected apportionment codes monthly. The plan identifies this reconciliation as a prime
accounting control to be exercised by MnDOT.

Recommendation

• The department should reconcile its Federal Billings to the FHWA 's project
status report on a monthly basis as required under the Letter ofAgreement.

Minnesota Department of Transportation Response:

MnlDOT's Office of Finance was unable to perform the reconciliation between FHWA M25A
and the federal bill because of a problem with the data in the Federal Management Information
System (FMIS). The data in FMIS has been fixed and the office has been performing
reconciliations since October 2005.

Person Responsible: Kevin Gray, Director, Finance and Administration Division

Estimated Completion Date: October 2005 and ongoing
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Report KDV-05

State Agency:

Federal Agency:

Minnesota State Colleges and Universities

U. S. Department of Education

CFDA NumberslProgram Names:

84.007
84.033
84.063
84.268
84.032
84.038
93.364

Questioned Costs:

Finding KDV-05-l

Federal Supplemental Educational Opportunity Grant
Federal Work Study
Federal Pell Grant
Federal Direct Student Loans (FDSL)
Federal Family Education Loans (FFEL)
Federal Perkins Loans
Nursing Student Loans

None - Procedural Finding Only

Need to clarifv satisfactory academic progress policies.

Condition #1:
Certain colleges and universities were not in compliance with federal regulations related to
satisfactory academic progress requirements as listed below:

• Anoka Technical College and Vermilion Community College satisfactory academic
progress policies do not clearly define requirements for probation, suspension and
reinstatement.

• Minnesota State College - Southeast Technical College's satisfactory academic progress
policy is unclear what the requirement is for suspensions during summer sessions.

• Inver Hills Community College, Itasca Community College, Minnesota West Community
and Technical College, Mesabi Range Community and Technical College, Minneapolis
Community and Technical College, Pine Technical College, Rainy River Community
College and Ridgewater College satisfactory academic progress policies are incomplete
in defining the requirements students must meet in order to remain on probation.

Specifically, the policies must state what the term requirements are and include a
provision that if it is not possible for a student to raise her or his GPA or course
completion percentage to meet the institution's standards before the student would reach
the end of the program for which he or she is receiving financial aid, the institution shall
suspend the student from financial aid eligibility immediately upon completion of the
evaluation.
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o Vermilion Community College's satisfactory academic progress policy does not
begin evaluation of a student's progress until the student has attempted eight credits.
Federal regulations do not allow the exclusion of any attempted credits from
evaluation criteria.

o Anoka Technical College's satisfactory academic progress policy contains
notification language that is inconsistent with federal regulations. Specifically, the
notification provision states it is the student's responsibility to monitor and maintain
SAP. Failure to receive notification does not exclude a student from the SAP process.
Federal regulations require institutions to monitor satisfactory academic progress.

o Minnesota State College - Southeast Technical College, South Central College and
Winona State University's satisfactory academic progress policies do not contain
exampl~s of extenuating circumstances in which a student may appeal a financial aid
suspensIOn.

o North Hennepin Community College's satisfactory academic progress policy is
unclear and needs to be rewritten to ensure that students are aware that extenuating
circumstances must be considered when approving maximum timeframe appeals.

o Bemidji State University, Hibbing Community College, Mesabi Range Community
and Technical College, Pine Technical College, Ridgewater College, Riverland
Community College, St. Cloud State University, St. Cloud Technical College, St.
Paul College and Southwest Minnesota State University need to rework the language
in their satisfactory academic progress policies related to reinstatement of financial
aid. The policies need to make it clear to students that paying for their own classes
and sitting out a period of time is not sufficient in and of itselfto re-establish a
student's financial aid eligibility.

o Anoka Ramsey Community College and St. Cloud State University's satisfactory
academic progress policies are incomplete in that they do not specify the treatment of
grades on a student's grade point average if a student repeats a course.

o South Central College's satisfactory academic progress policy does not include
transfer credit or withdrawal information as required by federal regulations.

o Anoka Technical College, Century College, Metropolitan State University and St.
Cloud State University's academic satisfactory academic progress policies are more
strict than their financial aid satisfactory academic progress policies. Federal
regulations specifically require that financial aid satisfactory academic progress
policies be as strict or stricter than an institutions academic satisfactory academic
progress policy.
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Criteria:
The OMB Compliance Supplement requires an institution to establish and publish an academic
progress policy in compliance with OMB requirements. These requirements are explained in
more detail in the SFA Handbook.

Effect:
The above named Colleges and Universities are not in compliance with the SFA Handbook.

Recommendation:
Ensure the Colleges' and Universities' satisfactory academic progress policy addresses all of the
requirements in the SFA regulations. Implement policies and procedures to be used by the
colleges and universities to monitor compliance with satisfactory academic progress
requirements in accordance with the OMB requirements and SFA regulations.

Condition #2:
Colleges and universities have not implemented required provisions ofMnSCU System
Procedure 2.9.1.

A review of college and university financial aid satisfactory academic progress policies found
that the majority were not in compliance with MnSCU System Procedure 2.9.1 - Financial Aid
Satisfactory Academic Progress. This procedure was developed to ensure that all colleges and
universities comply with federal regulations related to satisfactory academic progress. In
addition, the procedure defines provisions to gain uniformity among college and university
policies. The procedure was effective in April 2004. Many of the issues noted during the review
related to uniformity and do not directly violate federal regulations.

Recommendation:
MnSCU colleges and universities should ensure that they are in compliance with MuSCU
System Procedure 2.9.1 - Financial Aid Satisfactory Academic Progress.

Condition #3:
A review ofcontrol procedures relating to repeated courses contained within the College and
University financial aid satisfactory academic progress policies found significant variances
between campuses. The review also found that the financial aid and student system used by all
Colleges and Universities does not have an automated way to enforce the varying policies, which
may result in some campuses not being in compliance with federal requirements.

Discussions with management informed us that MuSCU is looking at a uniform policy regarding
repeated courses.

Recommendation:
Ensure the Colleges' and Universities' satisfactory academic progress policy relating to repeated
courses addresses the requirements in MuSCU policy 2.9.1 and the SFA regulations. Implement
consistent control policies and procedures to be used by the colleges and universities to monitor
compliance with repeated courses in accordance with the OMB requirements and SFA
regulations.
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Minnesota State Colleges and Universities Response:

The finding cites specific improvements needed in Satisfactory Academic Progress Policies for
24 institutions. Management accepts the noted issues. All matters have been discussed with the
appropriate personnel at each college or university. The colleges and universities are beginning
implementation of the recommendations. Office of the Chancellor staffwill assist when
necessary. The Office of Internal Auditing will monitor the progress.

Persons Responsible: Anne Weyandt, President, Anoka Technical College; Patrick Johns,
President, Anoka Ramsey Community College; Jon E. Quistgaard,
President, Bemidji State University; Larry Litecky, President, Century
College; Joe Sertich, President, Northeast Higher Education District
(issues noted at the following colleges within the district: Vermilion
Community College, Itasca Community College, Mesabi Range
Community and Technical College and Rainy River Community College);
Cheryl Frank, President, Inver Hills Community College; Wilson G.
Bradshaw, President, Metropolitan State University; Phillip Davis,
President, Minneapolis Community and Technical College; Ronald A.
Wood, President, Minnesota West Community and Technical College;
Ann Wynia, President, North Hennepin Community College; Robert
Musgrove, President, Pine Technical College; Doug Allen, President,

,Ridgewater College; Terrence Leas, President, Riverland Community
College; Keith Stover, President, South Central College; Jim Johnson,
President, Minnesota State College - Southeast Technical; Roy H. Saigo,
President, St. Cloud State University; Joan Volkmuth, President, St. Cloud
Technical College; Donovan Schwichtenberg, President, St. Paul College;
David C. Danahar, President, Southwest Minnesota State University;
Judith Ramaley, President, Winona State University

Estimated Completion Date: Fa1l2006

94



Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section ill: Federal Program Audit Findings - Continued

Report KDV-OS

State Agency:

Federal Agency:

Rochester Community and Technical College

U. S. Department of Education

CFDA Numbers/Program Names:

84.063
84.032

Federal Pell Grant
Federal Family Education Loans (FFEL)

Questioned Costs: $1,725 Federal Pell Grants
$6,625 FFEL
$8,350 Total

Finding KDV-OS-2 Inadequate monitoring ofsatis(actorv academic progress.

Condition:
Rochester Community and Technical College did not manually track some prior years' academic
forgiveness students as required by their current satisfactory academic progress policy. As a
result, the student in question was ineligible for aid that was awarded.

Criteria:
The OMB Compliance Supplement requires an institution to establish and publish an academic
progress policy in compliance with OMB requirements, including academic forgiveness policies.
These requirements are explained in more detail in the SFA Handbook.

Effect:
The above College was not in compliance with the SFA Handbook relating to academic
forgiveness.

Recommendation:
Implement policies and procedures to be used by the College to monitor compliance with
satisfactory academic progress requirements in accordance with the OMB requirements and SFA
regulations, specifically relating to academic forgiveness,

Minnesota State Colleges and Universities Response:

The finding cites an issue related to tracking students with academic forgiveness. Management
accepts the noted issue. The college is currently tracking students who are granted academic
forgiveness as it relates to federal financial aid.

Person Responsible: Don Supalla, President, Rochester Community and Technical College

Estimated Completion Date: Implemented
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Report KDV-05

State Agency:

Federal Agency:

Minnesota State Colleges and Universities

U. S. Department ofEducation

CFDA NumberslProgram Names:

84.268
84.032

Questioned Costs:

Finding KDV-05-3

Federal Direct Student Loans (FDSL)
Federal Family Education Loans (FFEL)

None - Procedural Finding Only

Some institutions did not timely report changes in student status.

Condition:
The following Colleges and Universities did not report changes in student status to the National
Student Loan Data System ("NSLDS") clearinghouse within the required deadlines through
submission of student status confirmation reports every 60 days.

Number of
Instances

Dakota County Technical College
Inver Hills Community College
Minnesota West Community and Technical College
Minnesota State College - Southeast Technical
Rochester Community and Technical College
Southwest Minnesota State University
Winona State University

2
I
I
I
2
2
3

In addition, we also noted that the scheduling of data submissions to the clearinghouse and roster
file creations left exposure for non-compliance with the 60 day requirement at various times
during the year at Minnesota State University, Mankato, Minnesota State College - Southeast
Technical, Rochester Community and Technical College and Winona State University.

Criteria:
Under the requirements for the Federal Family Education Loan and Federal Direct Student Loan
Programs, changes in student status must be reported to NSLDS within 30 days, unless a Roster
File is scheduled to be submitted within 60 days.

Effect:
The above Colleges and Universities are not in compliance with the reporting requirements
specified by federal program guidelines.
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Recommendation:
The above Colleges and Universities should ensure student status changes are reported to
NSLDS within 30 days, unless a Roster File submission is expected within 60 days. They should
also review the submission dates for NSLDS to ensure compliance with either the 30 or 60 day
requirement.

Minnesota State Colleges and Universities Response:

The fmding cites the need to improve the timeliness of reporting changes to the National Student
Loan Data System clearinghouse at eight institutions. Management accepts the noted issues. All
matters have been discussed with the appropriate personnel at each college or university. The
colleges and universities are beginning implementation of the recommendations. Office of the
Chancellor staff will assist when necessary. The Office of Intemal Auditing will monitor the
progress.

Persons Responsible: Ronald E. Thomas, President, Dakota Technical College; Cheryl Frank,
President, Inver Hills Community College; Ronald A. Wood, President,
Minnesota West Community and Technical College; Jim Johnson,
President, Minnesota State College - Southeast Technical; Richard W.
Davenport, President, Minnesota State University, Mankato; Don Supalla,
President, Rochester Community and Technical College; David C.
Danahar, President, Southwest Minnesota State University; Judith

"Ramaley, President, Winona State University

Estimated Completion Date: Fall2006
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Report KDV-05

State Agency:

Federal Agency:

Minnesota State Colleges and Universities

U. S. Department of Education

CFDA NumberlProgram Name:

84.063 Federal Pell Grant

Questioned Costs: None - Procedural Finding Only

Finding KDV-05-4 Certain institutions did not timelv report grant disbursements.

Condition:
The following Colleges and Universities did not report Federal Pell Grant Program (pell)
disbursements within 30 days:

Number of
Instances

Dakota County Tecbnical College
Metropolitan State University
Rochester Community and Tecbnical College

2
2
1

Criteria:
Under the requirements for the Federal Pell Grant Program, institutions must report student
payment data within 30 calendar days after the institution makes a payment to students or
becomes aware of the need to make an adjustment to previously reported or expected student
payment data.

Effect:
The above Colleges and University are not in compliance with the reporting requirements
specified by federal program guidelines.

Recommendation:
The above Colleges and University should ensure that Federal Pell Grant expenditures are
reported to the U.S. Department ofEducation within 30 days of being disbursed.
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Minnesota State Colleges and Universities Response:

The finding cites the need to improve the timeliness ofreporting Pell Grant disbursements at
three institutions. Management accepts the noted issues. All matters have been discussed with
the appropriate personnel at each college or university. The colleges and universities are
beginning implementation of the recommendations. Office of the Chancellor staffwill assist
when necessary. The Office of Internal Auditing will monitor the progress.

Persons Responsible: Ronald E. Thomas, President, Dakota Technical College; Wilson G.
Bradshaw, President, Metropolitan State University; Don Supalla,
President, Rochester Community and Technical College

Estimated Completion Date: Fall 2006
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Report KDV-OS

State Agency:

Federal Agency:

Minnesota State Colleges and Universities

U. S. Department ofEducation

CFDA Numbers/Program Names:

84.063
84.268
84.032
84.038

Questioned Costs:

Finding KDV-OS-S

Federal Pell Grant
Federal Direct Student Loans (FDSL)
Federal Family Education Loans (FFEL)
Federal Perkins Loans

None - Procedural Finding Only

Lack ofpolicies for verit'ving applicant information.

Condition:
The following Colleges did not have all the required policies and procedures in place for
verifying applicant information as required by 34 CFR Sections 668.51 through 668.61.

Inver Hills Community College - incomplete policy
Minnesota State Community and Technical College - draft policy available
Northland Community and Technical College - incomplete policy

Criteria:
Under the requirements of34 CFR Sections 668.51 through 668.61, an institution not
participating under an ED-approved QAP is required to establish written procedures that
incorporate the above provisions for verifying applicant information, including number of family
members, number of family members attending post secondary education institutions,
dependency status, adjusted gross income, U.S. ta;~es paid and untaxed income.

Effect:
The above Colleges are not in compliance with the verification requirements specified by federal
program guidelines.

Recommendation:
The above Colleges should develop complete written policies for verification procedures as
required by 34 CFR 668.51 through 668.61.
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Minnesota State Colleges and Universities Response:

The finding cites lack of complete policies in place for verifying financial aid applicant
information at three institutions. Management accepts the noted issues. All matters have been
discussed with the appropriate personnel at each college or university. The colleges and
universities are beginning implementation of the recommendations. Office of the Chancellor
staff will assist when necessary. The Office ofIntemal Auditing will monitor the progress.

Persons Responsible: Cheryl Frank, President, Inver Hills Community College; Ann Valentine,
President, Minnesota State Community and Technical College; Interim
President James R. Davis, Northland Community and Technical College

Estimated Completion Date: Fa1l2006
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Report KDV-05

State Agency:

Federal Agency:

Minnesota State Colleges and Universities

U. S. Department ofEducation

CFDA Numbers/Program Names:

84.007
84.063
84.032
84.038

Questioned Costs:

Finding KDV-OS-6

Federal Supplemental Educational Opportunity Grant
Federal Pell Grant
Federal Family Education Loans (FFEL)
Federal Perkins Loans

$117,289

Title IV funds to be returned were not correctlv calculated or returned.

Condition:
Inver Hills Community College incorrectly calculated return of Title N funds for the fall 2004
term. The calculations were based on waiving a percentage of charges based on the last date of
attendance. The impact ofthis calculation error was $ 1,099.

Winona State University returned an amount that did not agree to the return ofTitle N
calculation. The impact of this was that Pell was underpaid by $ 140 and Perkins Loan was
overpaid $ 140. This has been corrected.

St. Cloud State University did not perform calculations or return to Title N funds for students
who unofficially withdrew for spring 2005 and summer 2005 terms. The impact for Spring 2005
was $ 96,662 and Summer 2005 was $ 19,388. A summary ofthese questioned costs by SFA
Program is as follows:

CFDA

84.063
84.032
84.032
84.038

Description

Federal Pell Grant
Subsidized Federal Family Education Loans
Unsubsidized Federal Family Education Loans
Federal Perkins Loans
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Time Period

2005
2005
2005
2005

Total

$ 8,891
38,250
69,573

575
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Criteria:
The OMB Compliance Supplement requires an institution to properly calculate and determine the
return of Title N funds for all students that receive financial aid and either officially or
unofficially withdraw.

Effect:
The above College and Universities may not be consistent with special tests and provisions
regarding return of Title N funds as specified by the OMB Compliance Supplement.

Recommendation:
The above College and Universities should improve the methodology used to identify students
and perform timely and accurate return of Title N fund calculations.

Minnesota State Colleges and Universities Response:

The finding cites issues related to return of Title N fund calculations at three institutions.
Management accepts the noted issues. All matters have been discussed with the appropriate
personnel at each college or university. The colleges and universities are beginning
implementation of the recommendations. Office of the Chancellor staff will assist when
necessary. The Office of Internal Auditing will monitor the progress.

Persons Responsible: Cheryl Frank, President, Inver Hills Community College; Roy H. Saigo,
.President, St. Cloud State University; Judith Rarnaley, President, Winona
. State University

Estimated Completion Date: Fall 2006

103



Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Report KDV-05

State Agency:

Federal Agency:

Minnesota State Colleges and Universities

U. S. Department of Education

CFDA NumberslProgram Names:

84.032
84.268

Questioned Costs:

Finding KDV-OS-7

Federal Family Education Loans (FFEL)
Federal Direct Student Loans (FDSL)

$ 1,293 FDSL
$ 9,173 FFEL
$10.466 Total

Student awards exceeded program limits.

Condition:
Certain students received subsidized FFEL and FDSL loans in excess ofpermitted amounts from
the following Colleges and Universities:

T - The student transferred from another institution during the academic year. Financial aid
awarded by the previous Institution was not appropriately considered in calculating financial
aid at the destination institution. The student was awarded an excess amount of financial aid
at the destination institution as a result.

104



Minnesota Office of the Legislative Auditor
Schedule of Fiudings and Questioned Costs

Section Ill: Federal Program Audit Findings - Continued

D - The Institution erroneously duplicated a payment to the student, or over awarded amounts
due to an inaccurate grade classification. The student subsequently repaid the Institution for
the amount of the erroneous disbursement.

S - The institution erroneously duplicated a payment to the student. The student was billed for
the duplicate payment but has not paid for the amount in error.

R - Students' academic record related to graduate studies admission was erroneously adjusted,
incorrectly increasing the status to Graduate from Senior. Excess funds were awarded at
Graduate status.

Electronic file interrogation techniques were applied to the fiscal year 2005 Student Financial
Assistance Cluster Program disbursements for the entire student population and identified the
following analysis:

Student Potential Sample Sample Questioned
Loan Type Population Key Items Size Errors Costs

Subsidized Loans 60,636 46 20 7 $ 9,173
Subsidized Direct Loans 10,629 I I 0
Unsubsidized Loans 75,992 855 19 I 1,293
Unsubsidized Direct Loans 13,145 79 4 0

Total 160,402 981 44 8 $ 10,466

Criteria:
The OMB requires an institution properly calculate and determine an eligible student's financial
aid award. The NSLDS is maintained in order to avoid overawards, and institutions are required
to determine if students have already received their limit ofFFEL loans through verification of
any records in the NSLDS.

Effect:
The above named Colleges and Universities are not in compliance with eligibility requirements
regarding FFEL and FDSL loans.

Recommendation:
The Colleges and Universities should ensure all students eligible for FFEL and FDSL loans have
been verified through the NSLDS and that no awards have already been disbursed at another
institution. The Colleges and Universities should also ensure students are awarded aid based on
accurate eligibility levels.
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iVlinnesota State Colleges and Universities Response:

The finding cites isolated instance ofloan overpayments to students at seven institutions.
Management accepts the noted issues. All matters have been discussed with the appropriate
personnel at each college or university. The colleges and universities are beginning
implementation of the recommendations. Office of the Chancellor staff will assist when
necessary. The Office of Internal Auditing will monitor the progress.

Persons Responsible: Richard W. Davenport, President, Minnesota State University, Mankato;
Larry Litecky, President, Century College; Jim Johnson, President,
Minnesota State College - Southeast Technical; Ann Wynia, President,
North Hennepin Community College; Ronald E. Thomas, President,
Dakota Technical College; Roland Barden, President, Minnesota State
University Moorhead; Roy H. Saigo, President, St. Cloud State University

Estimated Completion Date: Fa1l2006
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Report KDV-05

State Agency:

Federal Agency:

Metropolitan State University

u. S. Department of Education

CFDA NumberlProgram Name:

84.033 Federal Work Study

Questioned Costs: $4,944

Finding KDV-05-8 University did not eannark correct fimds for communitv service workers.

Condition:
The above University did not use at least 7% of its initial and supplemental FWS allocations for
the award year to compensate students employed in community service activities. Additional
funds of $ 4,944 were needed to comply with the 7% earmark requirement.

Criteria:
The OMB Compliance Supplement requires an institution to use 7% of its FWS allocation to
students employed in Community Service Activities.

Effect:
The above University was not in compliance with the OMB Compliance Supplement relating to
Earmarking.

Recommendation:
The above University should ensure all required earmarking is performed and allocated in the
future.

Minnesota State Colleges and Universities Response:

The finding cites issue with required federal work study earmark requirements at one institution.
Management accepts the noted issue. All matters have been discussed with the appropriate
personnel at the university. The university has begun implementation of the recommendation.
Office of the Chancellor staff will assist when necessary. The Office of Internal Auditing will
monitor the progress.

Person Responsible: Wilson G. Bradshaw, President, Metropolitan State University

Estimated Completion Date: Fall 2006
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section ITI: Federal Program Audit Findings - Continued

Report KDV-05

State Agency: Minnesota State Colleges and Universities

Federal Agencies: U. S. Department ofEducation
U. S. Department ofHealth and Human Services

CFDA Numbers/Program Names:

84.007
84.033
84.063
84.268
84.032
84.038
93.364

Questioned Costs:

Finding KDV-OS-9

Federal Supplemental Educational Opportunity Grant
Federal Work Study
Federal Pell Grant
Federal Direct Student Loans (FDSL)
Federal Family Education Loans (FFEL)
Federal Perkins Loans
Nursing Student Loans

None - Procedural Finding Only

Excessive security rights to the financial aid svstem.

Condition:
Many colleges and universities had excessive security access rights granted to individuals to the
financial aid system, including setup access for the financial aid system and deleting and
changing holds.

Criteria:
The OMB Compliance Supplement administrative capability provisions require adequate security
controls over SFA operations.

Effect:
MuSeu Colleges and Universities accepted a level of system control risk that created
unnecessary security exposure to system access rights.

Recommendation:
MuSeu Colleges and Universities should ensure that access to the financial aid system is limited
to appropriate levels based onjob responsibilities to reduce unnecessary security risks.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Minnesota State Colleges and Universities Response:

The fmding cites an issue with excessive security rights to the fmancial aid system. Management
accepts the noted issue. All matters have been discussed with the appropriate personnel at each
college or university. The colleges and universities are beginning implementation of the
recommendations. Office ofthe Chancellor staffwill assist when necessary. The Office of
Internal Auditing will monitor the progress.

Person Responsible: Christopher Halling, System Director for Financial Aid

Estimated Completion Date: December 2006
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Report KDV-OS

State Agencies:

Federal Agency:

Ridgewater College
Metropolitan State University

u. S. Department of Education

CFDA NumberslProgram Names:

84.007
84.033
84.063
84.268
84.032
84.038

Questioned Costs:

Federal Supplemental Educational Opportunity Grant
Federal Work Study
Federal Pell Grant
Federal Direct Student Loans (FDSL)
Federal Family Education Loans (FFEL)
Federal Perkins Loans

None - Procedural Finding Only

Finding KDV-05-10 Incorrect drawdown o((ederal fimds.
Grant activity not reconciled to general ledger.

Condition #1:
Ridgewater College did not draw down $ 75,075 offederal work study funds as reported on the
FISAP report. The College has subsequently drawn down these funds. Further, the College is
not recording monthly loan cancellations as reported to it by the MuSCU Central Loan
Management System.

Criteria:
The OMB Compliance Supplement requires accurate and timely reporting ofSFA drawdowns.

Effect:
The above College was not in compliance with the OMB Compliance Supplement relating to
period of availability and reporting of funds.

Recommendation:
The above College should ensure all drawdowns are accurately and timely reported in the
accounting records.

Minnesota State Colleges and Universities Response:

The finding cites an issue with administration of federal financial aid programs. Management
accepts the noted issue. All matters have been discussed with the appropriate personnel at the
college. The college has begun implementation of the recommendation. Office of the
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Minnesota Office of the Legislative Auditor
Schedule of Fiudings and Questioned Costs

Section Ill: Federal Program Audit Findings - Continued

Chancellor staff will assist when necessary. The Office of Internal Auditing will monitor the
progress.

Person Responsible: Doug Allen, President, Ridgewater College

Estimated Completion Date: December 2006

Condition #2:
Grant activity at Metropolitan State University has not been reconciled to the University's
general ledger system for several years. As a result, grant activity may not have been reported
correctly for some federal grants. Initially, the University thought it may have overdrawn Pell
grants by $295,000 in a prior year. Further work on the reconciliations has determined that this
is not the case. The University continues to work on reconciling federal grants to their general
ledger.

Criteria:
The OMB Compliance Supplement requires accurate and timely reporting of federal grant
information.

Effect:
The above University was not in compliance with the OMB Compliance Supplement relating to
period of availability and reporting of federal funds.

Recommendation:
Metropolitan State University should implement procedures to review and reconcile activity for
federal grants to ensure compliance with OMB Provisions.

Minnesota State Colleges and Universities Response:

The finding cites an issue with administration offederal financial aid programs. Management
accepts the noted issue. All matters have been discussed with the appropriate personnel at the
university. The university has begun implementation of the recommendation. Office of the
Chancellor staff will assist when necessary. The Office of Internal Auditing will monitor the
progress.

Person Responsible: Wilson G. Bradshaw, President, Metropolitan State University

Estimated Completion Date: December 2006
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section Ill: Federal Program Audit Findings - Continued

Report KDV-OS

State Agency: Winona State University

Federal Agencies: U. S. Department ofEducation
U. S. Department ofHealth and Human Services

CFDA NumberslProgram Names:

84.007
84.033
84.063
84.268
84.032
84.038
93.364

Questioned Costs:

Federal Supplemental Educational Opportunity Grant
Federal Work Study
Federal Pell Grant
Federal Direct Student Loans (FDSL)
Federal Family Education Loans (FFEL)
Federal Perkins Loans
Nursing Student Loans

None - Procedural Finding Only

Finding KDV-05-11 Failure to timelv report administrative changes to Department of
Education.

Condition:
The Federal Student Aid Handbook requires the University to report certain administrative
changes to the Department ofEducation via E-Application within 10 calendar days of the
change. Winona State University failed to report the change in the University president within
the 10 calendar day requirement.

Criteria:
The Federal Student Aid Handbook requires timely reporting of administrative changes to the
Department ofEducation.

Effect:
The above University was not in compliance with the Federal Student Aid Handbook relating to
reporting of information.

Recommendation:
Winona State University should implement procedures to promptly report the required
information changes to the Department of Education.
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Minnesota Office of the Legislative Auditor
Schedule of Findings and Questioned Costs

Section III: Federal Program Audit Findings - Continued

Minnesota State Colleges and Universities Response:

The finding cites an issue with notifying the Department of Education of a change in President.
Management accepts the noted issue. All matters have been discussed with the appropriate
personnel at the university. The university has begun implementation of the recommendation.
Office ofthe Chancellor staff will assist when necessary. The Office of Intemal Auditing will
monitor the progress.

Person Responsible: Judith Ramaley, President, Winona State University

Estimated Completion Date: Fall 2006
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STATE OF MINNESOTA
STATUS OF PRIOR STATEWIDE FINANCIAL STATEMENT AUDIT FINDINGS

AS OF JUNE 30, 2005

CATEGORY OF AUDIT
CORRECTIVE RPT FIND REPORT

STATE AGENCY PROGRAM NAME IDENTIFIED PROBLEM IN PRIOR SINGLE AUDIT REPORT ACTION TAKEW NO. NO. FISCAL YR

PRIMARY GOVERNMENT

Admlnlslratlon SEMA4 - Payroll Securily Excessive securlly clearances to some accounts, 1 04~36 4 04
Admlnlslratlon Intertechnologies Group Cosls not allocated to the proper fiscal year. 2 02~05 1 01

Education Federal School Aids Inaccurate estimate of year-end Federal school aid liabililles, 1 05-15 1 04

Employment & Econ Development Unemployment Insurance Inadequate review of ownership changes and employer wage detail changes. 2 05-17 1 04
Employment & Econ Development Unemployment Insurance Inadequate data Integrity controls over employer rate calculatlons. 2 05-17 2 04

Finance Financial Reporting Inadequale process for reporting capital equipment in financial statements, 1 05-19 1 04
Finance Financial Reporting Incomplete and/or Inadequate bUdgetary InformatJon for financial statements. 1 05-19 2 04
Finance Financlal Reporting Inaccurate reporting of the state's compensated absence liabillty. 1 05-19 3 04

Health Financial Statement Preparation Improper recognition of certain grant expenditures for financial reporting. 2 04-19 4 03

Human Services Health Care Programs Medical Assistance funds used for services not allowed. 1 04·11 1 03
Human Services Information Technology Inadequate protection of one account with clearance to production data, 1 04-11 8 03
Human Services MAXIS Data Integrity Inappropriate security clearances to MAXIS. 2 02·53 2 02
Human Services MAXIS Data Integrity Inadequate control and security over scheduled batch processing. 1 02·53 3 02

Iron Range Resources and Rehab NE MN Economic Protection Inadequate monitoring of venture capital financial activity. 4 02-66 6 02

MN State Colleges & UnlversltJes Financial Management Insufficient depository Insurance and collateral at some Institutions. 1 KDV 1 04

Natural Resources License Revenue No authority to Issue refunds and Inadequate control over refunds. 1 02·65 2 02

Revenue Individual Income Tax Processing Controls Inadequate overall security programs. 2 04~16 1 03
Revenue Individual Income Tax Processing Controls Inadequate access request procedures. 2 04~16 2 03
Revenue Individual Income Tax Processing Controls Ineffective procedures for modifying and revoking security clearances. 2 04~16 3 03
Revenue Individual Income Tax Processing Controls Weal, controls to confirm the identity of system users. 2 04-16 4 03
Revenue Individual Income Tax ProcessIng Controls Excessive clearance to Individual Income tax systems and data. 2 04·16 5 03
Revenue Individual Income Tax Processing Controls Untimely performance of Important system maintenance procedures. 2 04~16 8 03
Revenue IndlvJduallncome Tax Processing Controls Inadequate monitoring of systems. 2 04~16 9 03

Transportation Financial Reporting Inadequate reporting of required Infrastructure budgetary Information. 1 05-20 1 04
Transportallon Financial Statement Preparation Inadequate controls to ensure accurate reporting of capital ouUay. 1 04-17 1 03

DISCRETELY PRESENTED COMPONENT UNITS

MN Part. Against Tobacco FInancial Management Inadequate Internal accountlng controls and separalJon of duties. 1 EB 03

·CATEGORY OF CORRECTIVE ACTION TAKEN
1 ~ Findings have been fully corrected. 3 - Correcllve acUon taken Is significantly different than previously reported.
2 ~ Findings not corrected or only partIally corrected. 4 - Audit findings are no longer valid or do not warrant further action,
For Categories 2·3, reference Rpt No and Find No on the status of Statewide Audit FindIngs supplemental Information for more detail.



State of Minnesota
Financial and Compliance Report on Federally Assisted Programs
Fiscal Year Ended June 30, 2005

Index of Prior Statewide
Financial Statement Audit Findings

Report Number State Agency Page

Report 02-05 Administration 117

Report 02-53 Human Services 120
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Report 04-19 Health 129

Report 05-17 Employment and Economic Development 130
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State of Minnesota
Financial and Compliance Report on Federally Assisted Programs
Fiscal Year Ended June 30, 2005

Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information

Below are explanations for findings not fully corrected or the corrective action taken differs
significantly from the previously stated corrective action plan.

Report 02-05

State Agency: Minnesota Department ofAdministration

Finding 02-05-1 Costs not allocated to the proper fiscal vear.

1. The department did not consistently allocate certain InterTechnologies Group (ITG)
costs to the correct fiscal year.

• The InterTechnologies Group should work with the Financial Management and
Reporting Division (FMR) to ensure costs are allocated to the correctfiscal year for
financial reporting purposes.

Office of Enterprise Technology Response:,

Note: Since the last progress report in March 2005, from the Department of Administration
(Admin), two significant events have occurred that impact the audit recommendation:

L In July 2005, legislation was enacted creating the Office of Enterprise Technology (OET),
which is comprised of two former Admin divisions: The Office of Technology and
InterTechnologies Group. Thus, OET is presently the agency responsible for resolving the
audit issue pertaining to ITG's financial reporting process.

2. Per interagency agreement effective October I, 2005, OET will internally provide all
financial services needed to function as a state agency and will not require the services of
Admin's FMR staff, once all functions have been transitioned.

To ensure costs are allocated to the correct fiscal year (FY) for financial reporting purposes, OET
fmalized policies and procedures for Recording Transactions in the Correct Accounting Period
on March 31, 2005. However, internal audit transaction testing during fiscal year 2006 revealed
that these procedures were not fully understood by staff and implemented for the fiscal year 2005
year-end close.
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Internal auditing transaction testing also revealed that some payments that crossed fiscal years
were split incorrectly or not at all. Problem areas included:

(I) Handling vendors' credits properly,

(2) Determining the proper record date when the vendor's service period is not clearly
evident on the invoice or the vendor invoice reflects several service periods, and

(3) Calculating the cost allocations between fiscal years correctly.

For the detected errors, however, OET communicated the necessary corrections to Admin so that
adjusting entries could be made for FY 2005 financial reporting purposes.

In recent months, OET's efforts to resolve the audit issue and to prevent its recurrence included:

• Establishing a continuous process improvement team to bring closure to the audit issue and
ensuring it does not repeat itself; Cheryl Robillard leads this team.

• Providing additional training to the payment processors on the OET policy and procedures
for split-coding payments properly between fiscal years.

• Equipping the AlP staff with two new tools to aid them in the payment process: (I) an Excel
spreadsheet designed to calculate the amounts allocated to each period when splitting costs
between years, and (2) a quick reference guide for determining proper record dates when
processing paymepts in MAPS.

• Having AlP staff, in a 'practice session' setting, split payment transactions that crossed
calendar years 2005 and 2006, and

• Having internal audit provide the payment processors with feedback on their performance
during the recent 'practice session' .

Additional corrective actions planned include:

• Partnering AlP staff and internal audit to identify, discuss, and document lessons leamed
during the recent 'practice session' to share/transfer knowledge and to ensure that mistalces
do not repeat themselves.

• Continuing to identify and analyze the underlying root cause ofproblems and to ta1ce
appropriate remedial action, i.e., establishing orders in MAPS on a timely basis to enable
payment processors to enter transaction dates correctly in MAPS.

• Enhancing OET policies and procedures to provide additional guidance on split-coding
payments properly between fiscal years - particularly related to thorough examination of
invoices and service periods, and handling vendor credits, service order changes, and prepaid
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

expenses properly due to the complexity of the invoices - and to promote continued
compliance with pertinent finance-related legal provisions.

o Developing and implementing a process (including tools) for performing periodic self-checks
on payments processed to ensure compliance with state and agency financial policies and
procedures.

o Negotiating contract terms with existing and future service providers to have them invoice
OET with billing periods whose end dates coincide with month-end dates (especially June
30), thereby minimizing the need for OET to split payment transactions between fiscal years.

o Making the necessary arrangements, subsequent to the MAPS close for FY 2006, for internal
audit to test expenditures crossing fiscal years and provide reasonable assurance to
management about whether these transactions were coded properly for financial reporting
purposes.

Person Responsible: Julie Freeman, Acting Director, Financial Management Division, Office of
Enterprise Technology.

Estimated Completion Date: September 8, 2006
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 02-53

State Agency: Minnesota Department ofHuman Services

Finding 02-53-2 Inappropriate security clearances to MAXIS.

2. Many employees and contractors had inappropriate security clearances.

Recommendations

• The department should ensure that all JvIAXIS security clearances are
commensurate with employees' job duties.

• The department should develop a process to periodically recertify the
appropriateness ofall MAXIS security clearances.

Minnesota Department of Human Services Response:

Although we have completed the security clearance review for the groups noted in the audit
report, the auditors are requiring us to review another group for the proper security clearance to
MAXIS. We will undertake this additional review, but given the size of the security group it will
take the department about a year to complete.

Person Responsible: Kate Wulf, Director, TSS

Estimated Completion Date: March 2007
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 04-16

State Agency: Minnesota Department ofRevenue

Finding 04-16-1 Inadequate overall security programs.

1. The department's overall security program lacks important ingredients.

Recommendations

• The department shouldpeiform periodic information technology risk assessments
and use that information to develop detailed security baselines for its systems.

• The department shouldperiodically validate the adequacy ofits controls through
independent assessments.

Minnesota Department of Revenue Response:

1-1: Info=ation technology implemented within the Department ofRevenue is evaluated for
risk, and mitigating measures are identified and documented in security baselines. Metrics are
also being established to evaluate the effectiveness of those measures.

Person Responsible: Bruce Showel, Info=ation Security

Estimated Completion Date: Complete

1-2: The department is continuing efforts to complete mitigating the control issues identified in
the OLA audit.

The department has conducted an independent assessment to determine the appropriate security
controls for architecture to support electronic data exchanges with our business partners..

The agency has also been independently evaluated as part of the executive branch vulnerability
assessment of web sites and has taken actions to address issues noted. The department's internal
routers and switches have been independently evaluated by the IRS and actions taken to address
potential vulnerabilities.

Another independent assessment of the agency is currently in progress, as part of the security
assessment of 14 agencies being coordinated by the Office of Enterprise Technology.

Person Responsible: Bruce Showel, Info=ation Security

Estimated Completion Date: Ongoing
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 04·16

State Agency: Minnesota Department ofRevenue

Finding 04-16-2 Inadequate access request procedures.

2. Access reqnest procedures are weak in several respects.

Recommendation

o The department should define, document, and communicate access request
procedures that include:

- types ofsecurity clearances that are appropriate for all types of
employees, including information technology professionals;
acceptable methods to communicate access requests;

- retention requirements for access request documentation; and
- persons responsible for approving requests and entering security

transactions.

Minnesota Department of Revenue Response:

The department has committed to revamp access control processes within the agency. A cross
agency team redefmed the department's business requirements for access control processes.

Two software solutions to achieve those business requirements have been acquired.
Customization and installation of the access control workflow and documentation software is in
progress.

Implementation of the second software solution has been delayed to enable the department to
complete migration to Windows XP, so that only one implementation is required.

The department has increased permanent staffing to perform access control functions and
monitor activity.

Person Responsible: Bruce Showel, Information Security

Estimated Completion Date: April 1, 2006
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 04-16

State Agency: Minnesota Department ofRevenue

Finding 04-16-3 Ineffective procedures for modifying and revoking security clearances.

3. Procedures for modifying and revoking security clearances are not effective.

Recommendation

• The department should adopt additional controls to identify and modify security
clearances for people whose employment conditions change.

Minnesota Department of Revenue Response:

The department has committed to revamp access control processes within the agency. A cross
agency team redefined the department's business requirements for access control processes.

Two software solutions to achieve those business requirements have been acquired.
Customization and installation of the access control workflow and documentation software is in
progress.

Implementation of the second software solution has been delayed to enable the department to
complete migration to, Windows XP, so that only one iroplementation is required.

The department has increased permanent staffing to perform access control functions and
monitor activity.

Person Responsible: Bruce Showel, lnformation Security

Estimated Completion Date: April 1, 2006
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 04-16

State Agency: Minnesota Department of Revenue

Finding 04-16-4 Weak controls to confirm the identity ofsvstem users.

4. Controls used to confirm the identity of system users were weak in several respects.

Recommendations

o The department should explore more robust ways to authenticate the identity of
people with access to individual income tax processing systems.

o The department should implement and enforce comprehensive password
management controls.

o The department should implement controls to ensure that critical system activities
can be traced to specific individuals.

o The department should immediately change the default passwords after installing
software.

Minnesota Department of Revenue Response:

4-1 through 4-3: The,department has committed to revamp access control processes within the
agency. A cross-agency team redefined the department's business requirements for access
control processes.

Two software solutions to achieve those business requirements have been acquired.
Customization and installation of the access control workflow and documentation software is in
progress.

Implementation of the second software solution has been delayed to enable the department to
complete migration to Windows XP, so that only one implementation is required.

The department has increased permanent staffing to perform access control functions and
monitor activity.

Authentication software and training have been acquired, but implementation delayed to enable
the department's migration of Windows XP.

Person Responsible: Bruce Showel, Information Security

Estimated Completion Date: April 1,2006

124



Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

4-4: The department has made these changes. Procedures will also be updated to minimize the
risk of acquiring and implementing software without changing the default passwords.

Person Responsible: Jerry Hanson, Information Systems

Estimated Completion Date: Complete
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 04-16

State Agency: Minnesota Department ofRevenue

Finding 04-16-5 Excessive clearance to individual income tax systems and data.

5. Many people had excessive clearance to individual income tax systems and data.

Recommendation

• The department should examine all employees' security clearances to ensure that
they are commensurate with their job duties.

Minnesota Department of Revenue Response:

The department has committed to revamp access control processes within the agency. A cross
agency team redefined the department's business requirements for access control processes.

Two software solutions to achieve those business requirements have been acquired.
Customization and installation of the access control workflow and documentation software is in
progress.

Implementation of the second software solution has been delayed to enable the department to
complete migration to Windows XP, so that only one implementation is required.

The department has increased permanent staffing to perform access control functions and
monitor activity.

Authentication software and training have been acquired, but implementation delayed to enable
the department's migration of Windows XP.

Person Responsible: Bruce Showel, Information Security

Estimated Completion Date: April 1, 2006
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 04-16

State Agency: Minnesota Department ofRevenue

Finding 04-16-8 Untimely performance ofimportant system maintenance procedures.

8. The department did not promptly perform important system maintenance procedures.

Recommendation

• The department should implement procedures to promptly install security-related
patches.

Minnesota Department of Revenue Response:

Updated procedures to ensure prompt installation ofpatches have been developed and
documented. Patches that are security related are given priority and implemented ASAP.
These testing procedures also include the testing ofpatches prior to installation to ensure
that the patches do not negatively affect system operations.

Person Responsible: Lee Ho, Information Systems

Estimated Completion Date: Ongoing

127



Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 04-16

State Agency: Minnesota Department ofRevenue

Finding 04-16-9 Inadequate monitoring ofsystems.

9. The department does not adequately monitor its systems.

Recommendation

• The department should assess its monitoring needs and develop procedures to
monitor its systems on an ongoing basis.

Minnesota Department of Revenue Response:

The process of defining the pertinent security metrics for each technology implemented within
the agency has been completed. Obtaining a cornrnitrnent to apply the resources to generate this
information and monitor activity is progressing. The department is also in the final stages of
recruiting college interns to assist in this monitoring.

Person Responsible: Bruce Showel, Information Security

Estimated Completion Date: Ongoing
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 04-19

State Agency: Minnesota Department of Health

Finding 04-19-4 Improper recognition o{certain grant expenditures (or financial reporting.

4. The Department of Health did not properly recognize certain grant expenditures for
financial reporting.

Recommendation

• The department should compare advances made to the boards to the amounts
spent by the boards at June 30. The department should report the differences to
the Department ofFinance for financial reporting purposes.

Minnesota Department of Health Response:

The Department ofHealth has an electronic reporting system for local agencies to report
expenditures. The current system collects data on the fiscal year of the grant, which is August to
July. This reporting system is being modified to collect data on June 30, instead ofMay 31.
This change will allow us to report the amount of cash that has not been spent by the end of the
state fiscal year.

Person Responsible: David Hovel, Director, Finance and Facilities Management
.' . .

Estimated Completion Date: Ongoing
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 05-17

State Agency: Minnesota Department of Employment and Economic Development

Finding 05-17-1 Inadequate review ofownership changes and emplover wage detail changes.

1. The Department of Employment and Economic Development (DEED) needs to improve
scrntiny of changes to employer acconnts and wage detail data, and the related impact
on unemployment insurance rates and revenue recognition.

.Recommendations

• DEED should develop procedures for reviewing employer account changes and
use computerized methods to analyze the propriety oflarge wage detail
adjustments.

• DEED should review applicable accountingprinciples and develop a process to
estimate revenue accruals resulting from inappropriate experience rating
transfers.

Minnesota Department of Employment and Economic Development Response:

1-1: We developed a new software tool to detect the movement of workers from entity to entity.
The tool will create the special detection reports designed to alert staffto the possible
manipulation of wage data and tax avoidance.

Person Responsible: Kathy Nelson

Estimated Completion Date: Spring 2006

1-2: Process has been developed to estimate revenue accruals resulting from inappropriate
experience rating transfers.

Person Responsible: John Stavros

Estimated Completion Date: Complete
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Status of Prior Statewide Financial Statement Audit Findings
Supplemental Information - Continued

Report 05-17

State Agency: Minnesota Department of Employment and Economic Development

Finding 05-17-2 Inadequate data integritv controls over emplover rate calculations.

2. DEED's data integrity controls require improvement to ensure the accuracy of
employer unemployment insurance tax rate calculations.

Recommendation

o DEED should improve data integrity controls by reconciling and adjusting
benefit charges posted to employer accounts when different than actual benefits
paid and controlling computer application and data changes.

Minnesota Department of Employment and Economic Development Response:

Part 1. As verified by the statistically valid sample of rate calculations submitted to the
Department of Labor, our rate calculation process is accurate. Any deficiencies are being
addressed in the system redesign.

Person Responsible: Kathy Nelson

Estimated CompletioJ;l Date: Complete

Part 2. The current system ofmanual adjustments to keep the benefits payable in sync with the
benefits chargeable is being automated.

Person Responsible: Kathy Nelson

Estimated Completion Date: Fall2007
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STATE OF MINNESOTA
STATUS OF PRIOR FEDERAL PROGRAM AUDIT FINDINGS

AS OF JUNE 3D, 2005

- --

I I I
CATEGORY OF AUDIT

CFDA CORRECTIVE RPT FIND REPORT
NO. PROGRAM NAME STATE AGENCY lDE~TIFIED ~ROBLEM IN PRIO!!.§.INGLE AUDIT REPORT ACTION TAI~EW NO. NO. FISCALYR

U. S. Dopartmolll of Agriculture

10.551 Food Slamps Human ScrvJeos lnapproprlala socurlty dOllrollCD~ 10 MAXIS. 2 02·53 2 D2
10.551 Food Stamps Human Sorvlces Inadequale conlrol and socurily ovor Sdlllduled balch proccsslng. 1 02-53 3 D2
10.551 Feod Stamps Human Sllrvic05 Inadequate prolection of one account with dOilrCIlCO to production doto, 1 04-11 a 03
10.551 Feod Stamps Human SONlcos lux SSN validatlon follow-up conlrols. 1 05-13 1 04
10,551 Food Stamps Human Services Inapproprlale sccurUy c!cilfllm:o to chango IEVS ctalo 2 05-13 5 04
10.551 Food Stamps Human Services Ineffective IEVS dala processing conllols. 1 05-13 a o.
10.551 Food Stamps Human Sarvlces _Anoka Counly No spoclllc monilo/lng of FIAT ovcnidetransadions, 1 05·18 A·1 04
10,551 Food Stumps Human Scrv!cas _Anoka Counly Inaduqualo monllollng of employce acco55to MAXIS, 1 05·18 A-2 04
10.551 Food Slamps Human Survlcus· Dakola Counly Inadoqualo monitoring of FIAT overrldo trunsactiens. 1 05,18 0·1 04
10.551 Food Stamps Human Survlcos· Hennepin Counly No monitoring of FIAT overrldUlfanS'lClions. 2 05-18 H·1 "10.551 Food St'lmps Human Survlcus - Ramsey Coullly No monllorlllg of FIAT ovulfldu transacUons. 2 05·111 R·1 04
10,551 Food Stamps Human Survicos _Saini louis Counly No monltarlng of FIAT ovorrldo transactions. 2 05·18 5·1 04

10.557 Spud'll Nutril1un for WO/llun. Infanls & Chlldrun Heallh Slliary ollocallons notsuffidonUy documontod, 2 05-16 1 "
10.581 Food Stomp Admlnlstmtion Humun SllfVlcus Salary allocations not sufficiently documunted, 1 05·18 1 04

- .. --
U.S. DaplIrtmenl or Sialo

19.424 Educatlonal Pm1narshlps Program SI. Cloud Stala University Inctlgiblll costs chargod lo!ho progrum. 1 KDV-04 a 0'
---_•..._--

U. S. Dcportmunt of Lallor

17.207 Employment Scrvlces Employmunt & Economic Devulopmant Inaccumlo delermlnallon of fudeml progrum cxpcndiluros. 1 05-17 3 "17.207 Employment Sorvlcos Employmont & Economic Develepmant Lack of contraclor suspension and debarmenl verlficallon. 1 05-17 4 04

17.225 Unumploymonllnsurllnce Employmunt & Economic Duvulepmont Inadequale (Ovlow of ownCiShlp changus. amployor wage dotall chanoos. 2 05-17 1 04
17.225 Unemploymentlnsuranco Employmonlll. Economic Develapmant lnadoquate dula Integrlty controls over omployer role Clliculallons. 2 .05·17 2 04

17.2110 Wo/kforca fnvestment Act-Dislocatud Worker Employmenl & El;onomle Dovelupment Inul;curulll dotermlnation uf faduml proorum oxpendllUics. 1 05-17 3 04

17.1101 Disabled Vulerans Ouuuuch Program Empluyment & Economic Developmont Lack of contractor suspension and dobarmunl verificatien. 1 05-17 4 04

17.604 Local VOlerans' Empleyml!n\ Rcprosentativo Employment & Economic Ouvelopmenl Lack of conlruclor suspension end debarmunt vurl(lcolion. 1 05-17 4 04

._. --
U. S. Depllrt/llonl or TrllwsportOlUon

20.205 Highway Planning & Conslrucl!on Tronsportutlon Projoclovorslghl procedurlls need Improvomonl. 2 05-20 2 04

- --

·CATEGORY OF CORRECTIVE ACTION TAKEN
1 - Findings hove been fufty correded. :l • Corroctive ucllun luken 15 sillnilicanlly dilferunt Ulan previously roponod,
2· Findings not corractod or only partially correcled. 4· Auditllndin!Js ero no longer vand or do not warranlfurther nctien.
For Cnllloories 2-3, rofe/ence Rpt No und Find No on tho Stlltus of SIatewldo Audit Findings supplamuntallnformallon fer moro delalt,



'"'"

STATE OF MINNESOTA
STATUS OF PRIOR FEDERAL PROGRAM AUDIT FINDINGS

AS OF JUNE JO, 2005

I I I
CATEGORY OF AUDIT

CFDA CORRECTIVE RPT FINO REPORT
NO. PROGRAM NAME STATEAGENCY IDENTIFIED PROBLEM IN PRIOR SI!'JGLE AUDIT REPORT ACTION TAKEN" NO. NO. FISCAL yR

U, S, Ocpllrlmunt of Educiltlon

84,007 Supplemonlill Educallcm Opportunlly Grnnl Anoka TC Inadoquate losillclion 10 computillizod sysloms, , 01-50 ,
0'

84,007 Supplomontal Educollon Oppol1unlly Gmnl Anoka Rumsey CC Inadoquate reslllclion 10 compulerizod syslems. , 01-46 2 0'
84.007 Supplemllnlul Educallon Oppertunlty Gmnl MN 51010 Collooos & Unlversillos Sullsfuctory ocodumic policios mlss!nO roquililments. , DT-03 , OJ
04,007 Supplomentul Educollon Opportunity Gmnl St Cloud SllIle U lnudequllio trackIng botwoon compuillfized syslems, , 01-20 7 0'

64.027 Spoc;lal EducalloJl Grants to Siaies Educallon Grant nol openly awarded. 1 04-42 1 04
84.027 SpeciaJ Educallon Gmnls to Slates Educullon Inapproprlale salllry end renl dlllrgod to grant. 1 04·42 2 04
84.027 Special Educollon Grants to Stales EducaUon lnappropriala consultanl cosls charged to gmnt. , 04·42 3 "
Various Finonciol Aid Cluslor Stolo Collones and Unlvlluillos (MnSCU) Omillod Horns IJl publlshod sallMac;tory academIc progress pollcJos. 2 KOV-04 , 04
VilriOU5 Flnandlll Aid Clus\or Stahl Collooos and Univor~IUus (MnSCU) Chanoas In sludent slatus not timely roportod. 1 KOV·04 2 04
Various FlnancioJ Aid Cluslor Stale Collogos and UniverslUes (MnSCU) Inadequale polidlls Ilnd precedures for vonfylnn appllCllnt lnformallon. 2 KOV·04 , 04
VllrlOUS Finondal Aid Cluslor 51. Cloud Slato Unlvorslly Untimely colculallons of rotum of TIlle IV funds. 1 KDV-04 5 0'
Various F!nancial Aid Cluslor Minnesota Stalo Unlversily, MankalO Inadequalll monlloring 01 sallsfactory acadomlc progress. 2 J<OV-04 , 04
Various FinanciDI Aid Clusler Stato Colleges lind Universillos (MnSCU) Siudant awards exc;eodod pregram limits. 1 J<OV-04 7 04
Various Finandal Aid Clusler Anoka Tcthnlcal Collego Omillod Items In published saUsfaclory academic progress polldes. 2 KOV-04 9 "Vllnous Flmmcial Aid Cluslor Anoka Tothnlcal Collego InCQnsisten\ calculallon of relurn of TiUolV lunds. 2 lmV·Q4 0 04

84.032 Fodoral Family EducaUon Loan ProlJram Anoka TC Inadequale resllicUon 10 compulCllzod systems. 1 01_50 1 01
84.032 Fedoral Family Educal!on Loan Progrem Anoke Romsoy CC Inadequate resllicllon 10 CQmputllrlzod sysloms. , 01-46 2 01
84.032 Fedoral Fllmily EducoJlon Loan Prooram MN Sioia Colleges 8. UnlversiUes Sallsfaclory acadomlc pollcias mIssing loqulremonts. .. OT-03 1 03
84.032 Fedoral Family EducaUon LOlln Program MN Stale ColloDas & UnlvolslUes Changos In sludont information nol repol1ad In a llmely manner. 1 OT-03 2 OJ
84,032 Fodoral Family Educ;elion Loan Program SI. Cloud Slalil U Inadequalo !ratklng belween compulerlzed systoms. 1 01-20 7 01

84.033 Fedore! Wolk·Sludy Anoka Hennapln Te Inadequato resulc;lIon 10 computerized sysloms. 1 01·50 1 0'
84.033 Fodorlll Wolk-Sludy Anoka Remsoy CC lnadequato rosllicllon 10 compulllrizod syslems, 1 OH6 2 0'
84.033 Fedoral Worn·Sludy MN Sialu Collooos 8. Univelsillos Satisfactory academic pollcios mIssing rOllul/emonls. , OT·03 1 OJ
84.033 Fodoral Worio;·Study St Cloud Sialu U Imllloquatolfllddng botwoon compulerized systllm.s. 1 01-20 7 01

84.030 Federal PerkIns loen Anoko Ramsoy CC fnlldequole res!rlcllon to compulerlzod systems. , 01-<16 2 01
04.038 Federal POlklns Loen MN SI~IO Colleges & Unlversltlos SaUsfilclory academic pollch:s missing roqulromants. 4 DT·03 1 OJ
84.038 Fuderal Perkins LOlln MN Siale Collooos & Unlversltios Chanoosln sludonllJlformation nol reporled In 0 timely manJlor. 1 OT·OJ 2 03
84.038 Federal Perkins Loan SI. Cloud Siale U Inndequolo tredlng balwoen computllrlzed syslems. 1 01-20 7 0'

84.003 Federal Pel! Grnnl Anoka TC Inadequato rosllicllon 10 compulerizod syslems, 1 01-50 1 0'
84.003 Fedoral Poll Granl Anoka Remsey CC IJladequeto reslntllon 10 compulorlzed sysloms. 1 01·46 2 0'
84.063 FodofPl Poll Granl MN Slate Collegos & Universities SoUsfaclory ocademlc pollcies mlsslJlI.I rcquiremenls. 4 DT·03 1 OJ
84.063 Federal Pel! Grunt MN Stalo Collegos 8. UnlvorsiUes Changos In sludenl information nol reportod!n a llmoly mllnner. 1 OT-03 2 03
84,063 Fadaral Poll Granl St ClOUd Stata U Inedequalo tfilcklno belwaen compUlerized syslems. 1 01·20 7 01
04.083 Fedllrnl Poll Gmnl Sialu Callegos IIr1d Univorslllos (MnSCU) Siudent paymenl dotll not roponed In a llmely mannor. 2 KDV-04 3 04

84.128 VOCllllonlll Rilhabililalilln Employment and Economic Ollvelopment lack of IVlitlen professional sorvlces contrilcts, , 05-17 , 04

84.268 Fodefill Olracl Sludcnl Loons MN Slato Colloges & Unlversilles Sallsfeclory ncodomlc politics missing reql.llromoJlls. 4 DT·03 1 OJ
64.268 Fedoml Dlrecl Siudeniloans MN Slelc Colleges & Universillas Chnnoes in sludonllnformallon nol reported in Illimely monner. 1 OT·03 2 03

'CATEGORY OF CORRECTIVE ACTION TAKEN
1 - Findings hava boon fully co/roctod. 3 - Corrective action taken Is slgnUlcantly dilferonllhlln provlously roported.
2 - Findings not correcilld O( only panlally correded. 4 - Audil findinos ura no lonoor valld or do nol warmnt furthor action.
For Calogorlos 2·3, reforence Rpt No und FInd No on 1I1e Sill Ius 0' Stetowido Audit Findings supplemllnlal inrormallon for mora detail.
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STATE OF MINNESOTA
STATUS OF PRIOR FEDERAL PROGRAM AUDIT FINDINGS

AS OF JUNE JO, 2005

I I I
CATEGORY OF AUDIT

CFDA CORRECTIVE RPT FIND REPORT
NO_ PROGRAM NAME STATE AGENCY IDENTIFIED PROBLEM IN PRIOR SINGLE AUDIT REPORT ACTION TAKEN' NO. NO. FISCAL YR

U.S. Dopllrtment of Educlilion .conUnued

93.354 Nursln\l Siudeni Loilns MN Stille Colleges & Universllles SaUsfaclory academic policies missing requirements. 4 OT·03 1 03
. .-

U, S, Department of Health and Human Services

93.263 CDC • Investigations and Technical Assistance Heallh Salary allocutions not sufficlenlly decumented. 2 05-16 1 04
93,263 CDC ·investiOations ano Technical Asslstilnce HealUl Inadequate manlloomonl of fixed assels. 2 05-16 , 04

03.558 Temporory Asslslllnce for Noody Families Human Services SlIIllfY lI!1oCllllons nol sufficillnlly documentod. , 05·16 , 04
93.556 Temporary Assistance for Needy FamilJes Human Sef'llices Lux SSN validallan follow-up controls. 1 05·13 , 0'
93.556 Temporary Assislancil for Nllildy Fllmliios Human Sef'llices IEVS not used to vaUdateeliolbllily lor many program raclpients. 2 05·13 2 04
93.556 Temparary Assistance fer Noedy Families Human Sef\lil;as IEVS discrepancies net promptly rosolvod. 2 05·13 .. 0'
93.556 Temporary ASsistance for Needy Families Human Sl1rt/il;os Inappropriate security clearance 10 c.hilngo IEVS data. 2 05·13 5 04
93.556 Tamporlu)' Assistance for Needy Families Human SOf'llices Ineffective IEVS data procasslng controls. 1 05·13 G 04
93.556 TemporDry Assistance for Needy Fmnillos Human Sorvicos Insufficient aUdiltral1 to prove tEVS matt.hllS were comploted. .. 05-13 7 04
03.556 Tomporary Assislance for Needy Famllios Human Sef'licas· Anoka County No spoclfic monllo/ino 01 FIAT ovorrlde trilnsacllons. , 05-18 A·' 04
93.556 Tamperary Assistance for Needy Famillas Human SOf'llicos' Anoka County Inadequate monltoring 01 amployell tlCCOSs to MAXIS. 1 05-18 A-2 04
93.556 Tomporary Asslstanco for Noedy Families Human Sert/lces· Dakolll County Inadaquale monitoring 01 FIAT overrldelnmsacllons. 1 05·16 0-1 04
93.556 Temporary Assislance for Needy Familias Human Sef\lices· HOMopin County No monllorlng of FlAT overrlde transactions. 2 05·18 H·' G4
93.556 Tomporary A~ublallce far Needy Femilies Human Sef'llices· Hennepin Counly Unllmely rosoluUon of discropancles Idonlllilld by IEVS. 2 05-18 H·2 04
93.556 Temporary Assistance for Noedy Families Human Sef'llices - Romsoy Counly No monitoring 01 FIAT ovorrldlltronsacllons. 2 05-18 R-l 04
93.556 Temporary Assisfance far Noedy FamJUes Human Sef'llices' Ramsey Counly Unt!mely rosolutlon af dlscrapancios ldenUfied by IEVS. 2 05-18 R·2 G4
93.556 Temporary Assistance for Needy Families Human Services· SainI louis County No monilorlng of FIAT ovamdll transllct!ons. 2 05·18 5-, 04
03.558 Temporory Assislance fer Needy Famllios Human Sef'lllcos· Saint Louis Counly Insufficient controls ovor lietting up vendors for cash benefit poymenls. 1 05-16 5-2 04
03.558 Tempornry AJulslance for Needy Famillas Human Services Unllmely resoiullon of income dlscrapendosldonllflad by IEVS. 2 04·11 .. "93.556 Tomporary Assistance for Noedy Fomllles Human SOf'llicos lnadoquate protocllon of one account wilh dearance to production dala. 1 04·11 8 0'
93.558 Tomporal)' A,slstancll for Needy Fomllill5 Humlln Services lnepproprlllie seetlnly doamnco' 10 MAXIS. 2 02-53 2 G2
03.556 Tempornry Assistance fOf Noedy families Human Servll;os lnudequnle control and ,eetlrily ovor SdlCdullld bntt.h procllssing. 1 02-53 , G2

03.563 Child Suppol1 Enforcement Human Sert/icus Snlary alloCllJlons nol suflidenlly documented. 1 05·16 , 0'

93.566 Low Incomo Homo Energy Assistanl;ll Commerce Inadequllio rosolullon of liubreciplenl audillssues. 1 05-14 2 G4

03.575 Child Care and Develepmenl810ck Human Sarvices Salary alloCllllcns nol suHlclonlly doetlmenlod. 1 05-15 1 04
03.575 Child Cora ond Development Block Human Sef'llices Advances paid to subrociplents. 1 05-18 2 0'

93.856 Fosler Cllre· TlIIIl IV-E Humiln Services Salary allocallons nol sulliclanlly dOl;umanled. 1 04·11 2 0'
93.656 FOsler Cilro· Tille IV-E Human Sef'lllces Salilry allocations nol sulficluntly documenled. 1 05-18 , 0'

93,667 Sodal Services Block Humiln SOf'lllces Solery ollocaUons nat sulfidenUy documenlod. 1 05_18 , 0'
03.6lH Sodlll Sert/lcos Block Human Sarvlces Saillry ollocatlons nol sufficiently documllnled , 04·11 2 0'

03.757 Stolu Children's Hoellh Insurance Progrnm Human Sllrvlces Solory allocations not suf/ldonJly doetlmented. 1 05-16 , G4
g3.767 Stoto Childron's Heallh Insurance Prooram Human SOf'lllces CMS-54 raport not accurate and Ilmely. , 05·16 .. 04
93.767 Stole Chlldrun's Hoallh lnsuranco Proornm Human Sef'llicos lnadequalll documentation lor cortalnllliglbilily crlhnla. 2 05-16 5 G4

93.777 Slole Hoallh Coro Provldors' Survey Human Servicos CMS·S4 report nolllccurntll nnd IImuty. 1 05-10 4 04

. .

·CATEGORY OF CORRECTIVE ACTION TAKEN
1 • Flndlnos have been fully colTocted. 3· COllectlvo ocllon taken Is sionilicunlly dilleronllhan proviously rllportad.
2· Findings nol correcled or only partially cerreeted. 4· Audit findinos are no lonoervatid or do nol warranl further ocHon.
For Calonorios 2<1, referenl;o Rpt No and Find No on \hu Status of Statewlda Audit Findinns supplemuntal infolmollanlor mara dotal!.
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STATE OF MINNESOTA
STATUS OF PRIOR FEDERAL PROGRAM AUDIT FINDINGS

AS OF JUNE 30, 2005

I I I
CATEGORY OF AUDIT

CFDA CORRECTIVE RPT FIND REPORT
NO. PROGRAM NAME STATE AGg.~~Y IDENTIFIED PROBLEM IN PRIOR SINGLE AUDIT REPORT ACTION TAKEN" NO. NO. FISCAL YR

U.S. HOlilth and Human SalVlclls.Contlnulld

93.778 Medical Assistance Humen Services 5elary allocations not sulnclontiy t1ocumenled. , 05·16 ,
"93.776 Modical Assistilllce Humen Servlcoll CMS-54 report noloccur.llioond timely. , 05·18 4 "93.778 Mlldlcal Asslslance Human Sllrl/lces lox SSN validation follow·up controls. , 05-.13 , 04

93.776 Medieal Asslslance Human Serl/ices IEVS nol used 10 volldalooligibilily fOf many progmm reclplonls. 2 05-13 2 04
93.778 Medlcel Assistanco Human SOrl/lces Uncleaf how JEVS dlsCfepancy dala Impacts ellgibllily lor prlof periods. 2 05·13 , 04
93.776 Modical A5slstancll Human Sari/Icos IEVS dlscreponcles not prompUy rosolvcd. 2 05-13 4 0·'
93.776 Modleal Asslstanco ~lumnn Serviclls Inappropriale security clearencc 10 chango IEVS data. 2 05-13 5 04
93.778 Medienl Assistanco Human Servtcell Inolfectivo IEVS data processing controls. 1 05-13 0 04
93.778 Modicnl AssJstanco Humnn Services InsuUiclentaudil Imll to provo IEVS malches wero comploted. 4 05-13 7 04
93.776 Modlcal Assistance Human Serl/lces· Anoke Counl)' No specific monilollng of FIAT override lransactions. , 05-16 A-1 0'
93.n6 Mlldieal Assistance Human Serv!ces· DakoUi Counly Inadequate mOnitoring ef FIAT ovorrlde IfIlnsactions. , 05·18 0·' 04
93.778 Medical Assistance Human Services· Hennepin County No monitoring of FIAT ovenide transactions. 2 05·16 H·' 04
93.776 Modlcal Assistance Humiln Sarvlcos· Hllnnllpin County Unlimllly r!lsoll.ltlen ef dlsCfepanclos ldllnUfilld by lEVS. 2 05-16 H·2 04
93.776 Medical Assistanco Human SOrl/lces - Ramsey County No monillliing of FIAT ovorrlde IfIlnsactions. 2 05·18 R·' 04
93.778 Medical Asslstnncll Human Serl/ices· Rnmsll)' Counly UnUmIlly rosolulion 01 discrepancios Iden@lldby IEVS. 2 05-16 R·2 04
93.776 Modlcal Asslslnnco Human Services - Saint leuls County No monitoring of FIAT ovorrida Iransac!ions. 2 05-18 S·\ 04
93.778 Mudical Asslslanco Human SUrl/lcus MA lunds usnd for scrv!cus not attowod. , 04-11 , 0'
93.778 Medical Assisianco Humnn Sarvlces UnUmely rosolullon of Income dlsa-epanclas Identified by IEVS. 2 04-11 , 03

93,959 Subsllmeo Abuso PreVllntlon nnd Trealmllnl SIeck Humlln Sorvlcos Salary aUecatiens not sufficlllnlly documentod. , 05·18 1 04
93.959 Subslanco Abuse Provonllon and Troatmonl Slack Human Sarvlces OVllrpeymonls madolo soma provldors. 1 05-16 3 04

..

'CATEGORY OF CORRECTIVE ACTION TAI<EN
1· Findings havo been lully corroclcu. 3· Corrective ecllon lilken is slnnlficantly dilferenllhan provlously repolled.
2· Findings nel corrected or only partially correeled. 4 • Audit Jindings aro no longllr valid Of do nol warrant further ecllon.
For Cologeries 2·3, rofllrcnco Rpt No lind Find No on Ihe Sialus ef Sialowldil Audil FIndings 5upplomentallnformallon for mllrc dllian.



State of Minnesota
Financial and Compliance Report on Federally Assisted Programs
Fiscal Year Ended June 30, 2005

Index of Prior Federal Program Audit Findings

Report Number State Agency Page

Report 02-53 Human Services 137

Report 04-11 Human Services 138

Report 05-13 Human Services 140

Report 05-16 Health 146

Report 05-17 Employment and Economic Development 148

Report 05-18 Human Services 150

Report 05-20 Transportation 157

Report KDV-04 Minnesota State Colleges and Universities 159

136



State of Minnesota
Financial and Compliance Report on Federally Assisted Programs
Fiscal Year Ended June 30, 2005

Status of Prior Federal Program Audit Findings
Supplemental Information

Below are explanations for findings not fully corrected or the corrective action taken differs
significantly from the previously stated corrective action plan.

Report 02-53

State Agency: Minnesota Department ofHuman Services

Federal Agencies: U.S. Department of Agriculture
U.S. Department of Health and Human Services

CFDA Numbers/Program Names:

10.551 Food Stamps
93.558 Temporary Assistance for Needy Families

Finding 02-53-2 Inappropriate security clearances to .MAXIS.

2. Many employees and contractors had inappropriate security clearances.

Recommendations

o The department should ensure that all lYfAXlS security clearances are
commensurate with employees 'job duties.

o The department should develop a process to periodically recertify the
appropriateness ofall lYIAXIS security clearances.

Minnesota Department of Human Services Response:

Although we have completed the security clearance review for the groups noted in the audit
report, the auditors are requiring us to review another group for the proper security clearance to
MAXIS. We will undertake this additional review, but given the size of the security group it will
take the department about a year to complete.

Person Responsible: Kate Wulf, Director, TSS

Estimated Completion Date: March 2007
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 04-11

State Agency: Minnesota Department of Human Services

Federal Agency: U.S. Department ofHealth and Human Services

CFDA NnmberslProgram Names:

93.558 Temporary Assistance for Needy Families
93.778 Medical Assistance

Finding 04-11-4 Untimely resolution ofincome discrepancies identified bv IEVS.

4. The department should work with the county social service agencies to resolve Income
Eligibility Verification System (IEVS) discrepancies in a timely manner.

Recommendation

• The department should work with the county social service agencies to resolve Income
Eligibility Verification System discrepancies in a timely manner.

Minnesota Department of Human Services Response:

The department will continue to work with counties, particularly those not in compliance with
federal regulations, to improve the timeliness ofIEVS resolutions statewide.

• The department will continue to monitor the performance ofHennepin and Ramsey
counties by sending them monthly reports on their overdue matches.

• As part of the FFY 2005 Food Support Management Evaluation (ME) Plan, counties
being reviewed and not meeting the federal IEVS timeliness requirement will be
required to do a corrective action plan to bring them into compliance.

• As part of the FFY 2005 ME review process, counties are being asked to assign
someone to monitor IEVS timeliness on a monthly basis. Instructions on how to do this
are being provided.

• The department will target counties not on the FFY 2005 ME review schedule and not
meeting the federal timeliness requirements for a possible site visit and IEVS clean-up
day.

• The department will work to develop more effective monitoring tools.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

The current status is that we continue to be under the standard. Our monthly calculations show
that we range between 77% and a little over 80%. We have received the federal approval from
ACF and CMS to revise our targeting ofNES matches and we plan to implement the new
targeting plan by June 2006.

Person Responsible: Ramona Scarpace, Director, PAID

Estimated Completion Date: June 2006
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-13

State Agency: Minnesota Department of Human Services

Federal Agency: U.S. Department of Health and Human Services

CFDA Numbers/Program Names:

93.558
93.778

Temporary Assistance for Needy Families
Medical Assistance

Finding 05-13-2 IEVS not used to validate eligibilitv for manv program recipients.

2. The department did not use IEVS to validate eligibility data for many federal program
recipients.

Recommendations

• The department should validate all income and eligibility data that is required to
be validated byfederal regulations. If it chooses to exclude certain types of
income and eligibility data from its IEVS matches, the department should obtain
federal approval.

• The department should obtain a legal opinion to determine if it can request
information frbm people who are no longer active recipients ofpublic assistance.

• The department should work with Mille Lacs Band ofOjibwe officials to seek approval to
sharefederal tax data.

Minnesota Department of Human Services Response:

We obtained clarification from the Department ofHealth and Human Services on which
populations we are required to validate. The department received written approval ofour
updated targeting plan from ACF and CMS to exclude certain income types and eligibility data
from its IEVS matches. We will implement the new validation plan by June 2006.

Person Responsible: Ramona Scarpace, Director, PAID

Estimated Completion Date: June 2006
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-13

State Agency: Minnesota Department of Human Services

Federal Agency: U.S. Department ofHealth and Human Services

CFDA Number/Program Name:

93.778 Medical Assistance

Finding 05-13-3 Unclear how IEVS discrepancv data impacts eligibilitv for prior periods.

3. The department has not clearly defmed how IEVS discrepancy data impacts the
eligibility of Medical Assistance recipients.

Recommendations

• The department should revise its Medical Assistance policies andprocedures to
ensure that caseworkers resolve all IEVS discrepancies, including those that
pertain to prior eligibility periods.

• The department should track and quantify Medical Assistance payments made on
behalfofineligible recipients.

lVIinnesota Department of Human Services (DHS) Response:

The 2005 Minnesota Legislature approved funding for five positions to staff a MinnesotaCare
Program Integrity function. This function will be located in the Program Assessment and
Integrity Division of the Families and Children Administration ofDHS, and will center on
investigations of suspected recipient fraud. Program Assessment and Integrity management in
consultation with Health Care Administration is developing a work plan for full implementation
ofMinnesotaCare Program Integrity. A Health Care Eligibility and Access staffperson who has
been engaged in investigative activity with MinnesotaCare has been transferred to the Program
Assessment and Integrity Division.

Additionally, Program Assessment and Integrity received funding from the 2005 Legislature to
perform Health Care Quality Control work. They are currently developing a work plan and
staffing up this function which will perform eligibility case reviews of Medical Assistance and
MinnesotaCare cases.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

A bulletin and a form for counties to request voluntary repayment of overpayments due to
correct IEVS matches has been drafted. Legal advice from the Office of the Attomey General
regarding collection ofMA overpayments and feedback from other DHS business areas involved
in collection of overpayments must be incorporated before the instn,rction for counties is
finalized. .

Person Responsible: Kathleen Henry, Director, Health Care Eligibility and Access Division

Estimated Completion Date: May 31, 2006
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-13

State Agency: Minnesota Department ofHuman Services

Federal Agency: U.S. Department ofHealth and Human Services

CFDA Numbers /Program Names:

93.558
93.778

Temporary Assistance for Needy Families
Medical Assistance

Finding 05-13-4 IEVS discrepancies not promptlv resolved.

4. PRIOR FINDING PARTIALLY RESOLVED: The department did not ensure that
counties resolve IEVS discrepancies within federally mandated timeliues.

Recommendation

• The department should work with the county social service agencies to improve
their IEVS discrepancy resolution processes. Special emphasis should be
directed to counties not in compliance with federal regulations.

Minnesota Department of Human Services Response:

The department will continue to work with counties, particularly those not in compliance with
federal regulations, to improve the timeliness ofIEVS resolutions statewide.

• The department will continue to monitor the performance ofHennepin and Ramsey
counties by sending them monthly reports on their overdue matches.

• As part of the FFY 2005 Food Support Management Evaluation (ME) Plan, counties
being reviewed and not meeting the federal IEVS timeliness requirement will be required
to do a corrective action plan to bring them into compliance.

• As part of the FFY 2005 ME review process, counties are being asked to assign someone
to monitor IEVS timeliness on a monthly basis. Instructions on how to do this are being
provided.

• The department will target counties not on the FFY 2005 ME review schedule and not
meeting the federal timeliness requirements for a possible site visit and IEVS clean-up
day.

• The department will work to develop more effective monitoring tools.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

The current status is that we continue to be under the standard. Our monthly calculations show
that we range between 77% and a little over 80%. We have received the federal approval from
ACF and CMS to revise our targeting ofIVES matches and we plan to implement the new
targeting plan by June 2006.

Person Responsible: Ramona Scarpace, Director, PAID

Estimated Completion Date: June 2006
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-13

State Agency: Minnesota Department ofHuman Services

Federal Agencies: U.S. Department of Agriculture
U.S. Department ofHealth and Human Services

CFDA Numbers/Program Names:

10.551
93.558
93.778

Food Stamps
Temporary Assistance for Needy Families
Medical Assistance

Finding 05-13-5 Inappropriate security clearance to change IEVS data.

5. PRIOR FINDING PARTIALLY RESOLYED: Many employees had inappropriate
security clearance to change IEVS data.

Recommendation

• The department should ensure that all security clearances are commensurate
with employees 'job duties.

Minnesota Department of Human Services Response:
,

Although we completed the security review on those security groups noted in our original
correction plan, the auditor is requesting that we review another security group that might have
inappropriate security clearance to lEVS. This will be accomplished by February 2007.

Person Responsible: Kate Wulf, Director, TSS

Estimated Completion Date: February 2007
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-16

State Agency: Minnesota Department ofHealth

Federal Agencies: U.S. Department ofAgriculture
U.S. Department ofHealth and Human Services

CFDA Numbers/Program Names:

10.557
93.283

Special Nutrition for Women, Infants and Children
CDC - Investigations and Technical Assistance

Finding 05-16-1 Salal'V allocations not sufficientlv documented.

1. PRIOR FINDING NOT RESOLVED: The department did not comply with federal
and state requirements for documenting time charged to programs, including the
transfer of payroll costs between programs.

Recommendation

o The Department ofHealth should comply with federal and state requirements for
charging payroll to specific programs by:

- establishing multiplefimding sources for individual employees in SEMA4, as
appropriate, to reduce the needfor mass payroll expense transfers;
completing the periodic certifications for employees charged to a single
federal program;
peiforming and documenting time studies when required; and
documenting the reason for transfers ofpayroll charges between fimding
sources and how the transfer is consistent with state orfederal requirements.

Minnesota Department of Health Response:

The department will distribute payroll certification forms to employees working 100% on a
federal program. The department will also follow up with programs for which time studies are
needed and establish a monitoring system to request time studies.

Person Responsible: David Hovet, Director, Finance and Facilities Management

Estimated Completion Date: Ongoing
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-16

State Agency: Minnesota Department ofHealth

Federal Agency: U.S. Department ofHealth and Human Services

CFDA Number/Program Name:

93.283 CDC - Investigations and Technical Assistance

Finding 05-16-3 Inadequate management offixed assets.

3. PRIOR FINDING PARTIALLY RESOLVED: The Department of Health did not
adequately manage its fIxed assets. (Finding 04-19-5)

Recommendation

• The department should improve its fixed assets management by maintaining a
complete and accurate record ofits fi-r:ed assets, including the fimding source
for fi-r:ed assets acquired through federal grants.

Minnesota Department of Health Response:

The department will update its current fixed asset system to identify and locate all current assets
that qualify as fixed assets and establish a plan to identify fixed assets at the time of ordering and
establish a tracking system for them.

Person Responsible: David Hovet, Director, Finance and Facilities Management

Estimated Completion Date: Ongoing
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-17

State Agency:

Federal Agency:

Minnesota Department ofEmployment and Economic Development

U.S. Department of Labor

CFDA NumberlProgram Name:

17.225 Unemployment Insurance

Finding 05-17-1 Inadequate review ofownership changes and emplover wage detail changes.

1. The Department of Employment and Economic Development (DEED) needs to improve
scrutiny of changes to employer accounts and wage detail data, and the related impact
on unemployment insurance rates and revenue recognition.

Recommendations

• DEED should develop procedures for reviewing employer account changes and
use computerized methods to analyze the propriety oflarge wage detail
adjustments.

• DEED should review applicable accountingprinciples and develop a process to
estimate reveliue accruals resultingji-om inappropriate experience rating
transfers.

Minnesota Department of Employment and Economic Development Response:

1-1: We developed a new software tool to detect the movement ofworkers from entity to entity.
The tool will create the special detection reports designed to alert staff to the possible
manipulation of wage data and tax avoidance.

Person Responsible: Kathy Nelson

Estimated Completion Date: Spring 2006

1-2: Process has been developed to estimate revenue accruals resulting from inappropriate
experience rating transfers.

Person Responsible: John Stavros

Estimated Completion Date: Complete
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-17

State Agency:

Federal Agency:

Minnesota Department of Employment and Economic Development

u.s. Department of Labor

CFDA Number/Program Name:

17.225 Unemployment Insurance

Finding 05-17-2 Inadequate data integritv controls over employer rate calculations.

2. DEED's data integrity controls require improvement to ensure the accuracy of
employer unemployment insurance tax rate calculations.

Recommendation

• DEED should improve data integrity controls by reconciling and adjusting
benefit charges posted to employer accounts when dijJerent than actual benefits
paid and controlling computer application and data changes.

Minnesota Department of Employment and Economic Development Response:

Part 1. As verified by the statistically valid sample of rate calculations submitted to the
Department of Labor, our rate calculation process is accurate. Any deficiencies are being
addressed in the system redesign.

Person Responsible: Kathy Nelson

Estimated Completion Date: Complete

Part 2. The current system ofmanual adjustments to keep the benefits payable in sync with the
benefits chargeable is being automated.

Person Responsible: Kathy Nelson

Estimated Completion Date: Fall 2007

149



Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-18

State Agency: Minnesota Department of Human Services

Federal Agency: U.S. Department ofHealth and Human Services

CFDA Number/Program Name:

93.767 State Children's Health Insurance Program

Finding 05-18-5 Inadequate documentation for certain eligibility criteria.

5. The Department of Human Services did not adequately document certain eligibility
criteria for some State Children's Health Insurance Program participants.

Recommendation

• The department shouldprovide documentation for all components used to
determine participant eligibility in the State Children's Health Insurance
Program.

Minnesota Department of Human Services Response:

Weare writing a bulletin and developing a form for the counties to use to request repayment.
The following corrective actions will be completed concurrent with issuance of the bulletin:

• The Program Assessment and Integrity Division will update their IEVS training if
needed.

• Update Health Care training curriculum to reflect IEVS information.

• Update Health Care Policy Manual.

• MA voluntary repayment information will be incorporated into the HealthMatch work
plan.

Manual Updates

The Health Care Policy Manual is being updated and will be complete in November 2006.

Health Care Implementations

The Health Care Application is being revised to encourage applicants to furnish verifications of
eligibility with their submitted application forms.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

The Health Care Programs Manual is being revised to improve ease ofuse and clarity, and will
be a web-based tool for workers. This will roll out over the next year.

Implementation of the HealthMatch automated eligibility system scheduled to start in 2007 will
lead to greater documentation of eligibility decisions, as more information will be entered by
workers as they process eligibility. HealthJ.\1atch is scheduled to be fully implemented by May
2008.

Person Responsible: Kathleen Henry, Director, Health Care Eligibility and Access Division

Estimated Completion Date: Ongoing
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-18

State Agency: Minnesota Department ofHuman Services - Hennepin County

Federal Agencies: U.S. Department ofAgriculture
U.S. Department ofHealth and Human Services

CFDA Numbers/Program Names:

10.551
93.558
93.778

Food Stamps
Temporary Assistance for Needy Families
Medical Assistance

Finding 05-18-H-l No monitoring o(FIAT override transactions.

1. Hennepin County did not monitor high-risk eligibility override transactions.

Recommendation

• Hennepin County management should develop and implement procedures to
monitor eligibility override transactions.

Minnesota Department of Human Services - Hennepin County Response:

This finding is repeated in the current audit report. See Section ill, Report 06-10, Finding H-I,
for Hennepin County's response.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-18

State Agency: Minnesota Department ofHuman Services - Hennepin County

Federal Agency: U.S. Department of Health and Human Services

CFDA Numbers/Program Names:

93.558
93.778

Temporary Assistance for Needy Families
Medical Assistance

Finding 05-18-H-2 Untimelv resolution ofdiscrepancies identified by IEVS.

2. Hennepin County did not resolve income discrepancies identified as part of the benefit
eligibility process in a timely manner.

Recommendation

• Hennepin County should continue to work with the Minnesota Department of
Human Services to resolve Income Eligibility Verification System (IEVS)
discrepancies in a timely manner.

Minnesota Department of Human Services - Hennepin County Response:

This finding is repeated in the current audit report. See Section III, Report 06-10, Finding H-2,
for Hennepin County's response.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-18

State Agency: Minnesota Department ofHuman Services - Ramsey County

Federal Agencies: U.S. Department of Agriculture
U.S. Department ofHealth and Human Services

CFDA NumberslProgram Names:

10.551
93.558
93.778

Food Stamps
Temporary Assistance for Needy Families
Medical Assistance

Finding OS-lg-R-l No monitoring ofF/AT override transactions.

1. Ramsey County did not monitor high-risk eligibility override transactions.

Recommendation

• Ramsey County management should develop and implement procedures to
routinely monitor eligibility override transactions.

Minnesota Department of Human Services - Ramsey County Response:

This finding is repeated in the current audit report. See Section ill, Report 06-10, Finding R-1,
for Ramsey County's response.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-18

State Agency: Minnesota Department of Human Services - Ramsey County

Federal Agency: U.S. Department ofHealth and Human Services

CFDA Numbers/Program Names:

93.558
93.778

Temporary Assistance for Needy Families
Medical Assistance

Finding 05-18-R-2 Untimelv resolution ofdiscrepancies identified bv IEVS.

2. Ramsey County did not resolve income discrepancies identified as part of the benefit
eligibility process in a timely manner.

Recommendation

o Ramsey County should continue to work with the Minnesota Department of
Human Services to resolve Income Eligibility Verification System (IEVS)
discrepancies in a timely manner.

Minnesota Department of Human Services - Ramsey County Response:

This finding is repeated in the current audit report. See Section III, Report 06-10, Finding R-2,
for Ramsey County's response.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-18

State Agency: Minnesota Department of Human Services - Saint Louis County

Federal Agencies: U.S. Department of Agriculture
U.S. Department ofHealth and Human Services

CFDA Numbers/Program Names:

lO.551
93.558
93.778

Food Stamps
Temporary Assistance for Needy Families
Medical Assistance

Finding 05-18-S-1 No monitoring o(FIAT override transactions.

1. Saint Louis County did not monitor high-risk eligibility override transactions.

Recommendation

• Saint Louis County human services management should develop and implement
procedures to monitor eligibility override transactions.

Minnesota Department of Human Services - Saint Louis County Response:

This finding is repeated in the current audit report. See Section III, Report 06-10, Finding S-1,
for St. Louis County's response.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report 05-20

State Agency: Minnesota Department of Transportation

Federal Agency: U.S. Department of Transportation

CFDA Number/Program Name:

20.205 Highway Planning and Construction

Finding 05-20-2 Project oversight procedures need improvement.

2. PRIOR AUDIT FINDING NOT RESOLVED: The department should improve certain
project oversight procedures. (Finding 04-17-2)

Recommendation

o The department should continue to strengthen its project oversight procedures to
ensure compliance with federal and state requirements.

Minnesota Department of Transportation Response:

A) The Mn/DOT Office of Audit recommended additional management attention for
bituminous and concrete materials testing requirements.

Actions: Items identified in the audit have included increased emphasis in Technical
Training Courses; Mn/DOT's State Aid for Local Transportation (SALT) Division
emphasized these items in communications to cities and counties; SALT also offered
availability of Just-in-Time training to local units of government on an as requested basis.

Persons Responsible: Julie Skallman, SALT Division Director
Richard Stehr, Engineering Services Division Director
Robert Winter, District Operations Division Director

Estimated Completion Date: Action Plans have been implemented. However, this
continues to be an issue and will be addressed statewide as
well as on a case-by-case basis.

B) The Mn/DOT Office ofAudit identified projects where district state aid engineers
inappropriately signed delegated contract process project supplemental agreements.

Actions: SALT Director reviewed a related Technical Memo, determined that it was
correct as written then, reminded District State Aid Engineers to add a statement that their
signature was for funding approval only.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Person Responsible: Julie Skallman, SALT Division Director

Estimated Completion Date: Complete

C) The MnlDOT Office of Audit indicated that required documentation for weekly inspections
of erosion control effectiveness was not met for some reviewed projects.

Actions: SALT Director advised city and county engineers ofthis requirement; a related
NPDES Technical Memo was redistributed; NPDES requirements were addressed at an
Environmental Services workshop.

Persons Responsible: Julie Skallman, SALT Division Director
Richard Stehr, Engineering Services Division Director
Robert Winter, District Operations Division Director

Estimated Completion Date: Compliance with reporting requirements have improved.
Because of evolving NPDES requirements, MnlDOT will
continue to address these requirements through training and
communication.

D) The MnlDOT Office of Audit identified one city project in which the projects quality
control/quality assurance language appeared contrary to federal regulations.

Actions: SALT,sent a reminder to city and county engineers that compliance with 23 CFR
is required. SALT offered continuing guidance to city and county engineers.

Persons Responsible: Julie Skallman, SALT Division Director
Richard Stehr, Engineering Services Division Director
Robert Winter, District Operations Division Director

Estimated Completion Date: Corrective actions implemented with city and county
engineers. However, this continues to be an issue and will be
addressed statewide as well as on a case-by-case basis.
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report KDV-04

State Agency: Minnesota State Colleges and Universities

Federal Agency: U.S. Department of Education

CFDA Numbers/Program Names:

Various Financial Aid Cluster

Finding KDV-04-1 Omitted items in published satisfactory academic progress policies.

Recommendation

• Ensure the Colleges' and Universities' satisfactory academic progress policy
addresses all ofthe requirements in the SFA regulations. Implement policies and
procedures to be used by the colleges and universities to monitor compliance with
satisfactory academic progress requirements in accordance with the SFA
regulations.

Minnesota State Colleges and Universities Response:

The finding cited improvements needed in the Satisfactory Academic Progress Policies for five
institutions. Three institutions have implemented corrective actions. Two institutions,
Minnesota State Community and Technical College and Ridgewater College, have drafted
revised policies, but not yet put them into place.

Persons Responsible: Dr. Ann Valentine, President, Minnesota State Community and Technical
College
Dr. Doug Allen, President, Ridgewater College

Estimated Completion Date: Fall 2006
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report KDV-04

State Agency: Minnesota State Colleges and Universities

Federal Agency: U.S. Department of Education

CFDA NumberlProgram Name:

84.063 Federal Pell Grant

Finding KDV-04-3 Student pavment data not reported in a timelv manner.

Recommendation

• The above Colleges and Universities should ensure that Federal Pell Grant
expenditures are reported to the u.s. Department ofEducation within 30 days of
being disbursed.

Minnesota State Colleges and Universities Response:

The finding cited the need to improve the timeliness ofreporting Pel1 Grant disbursements at
three institutions. Two institutions have implemented correction actions. Anoka Technical
Col1ege has not yet implemented final corrective action. The college is in the process of
restructuring its financial aid function. Temporary assistance is being sought from another
technical college while the restructuring is underway.

Person Responsible: Anne Weyandt, President, Anoka Technical Col1ege

Estimated Completion Date: December 2006
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report KDV-04

State Agency: Minnesota State Colleges and Universities

Federal Agency: U.S. Department of Education

CFDA Numbers/Program Names:

Various Financial Aid Cluster

Finding lillV-04-4 Inadequate policies and procedures for veriMng applicant infonnation.

Recommendation

• The above Colleges and Universities should develop written policies for
verification procedures as required by 34 CFR 668.51 through 668.61.

Minnesota State Colleges and Universities Response:

The finding cited improvements needed in verifying financial aid applicant information. One
institution has implemented corrective action. Two institutions, Minnesota State Community
and Technical College and Ridgewater College, have drafted revised policies, but not yet put
them into place.

Persons Responsible:' Dr. Ann Valentine, President, Minnesota State Community and Technical
College
Dr. Doug Allen, President, Ridgewater College

Estimated Completion Date: Fall 2006
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report KDV-04

State Agency: Minnesota State University, Mankato

Federal Agency: U.S. Department of Education

CFDA NumberslProgram Names:

Various Financial Aid Cluster

Finding KDV-04-6 Inadequate monitoring o(satis(actorv academic progress.

Recommendation

• Implement policies andprocedures to appropriately monitor the Universities'
compliance with the requirements ofsatisfactory academic progress policies and
return ofTitle IVfimds.

Minnesota State Colleges and Universities Response:

The finding requires Minnesota State University Mankato to repay funds for instances where
students had not made satisfactory academic progress in fiscal year 2004. The university has
completed its analysis and submitted a proposed repayment to the U.S. Department of Education,
but is awaiting final approval from the department.

Person Responsible: Dr. Richard Davenport, President, Minnesota State University Mankato

Estimated Completion Date: Within 30 days of receiving approval from the U.S. Department of
Education
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Status of Prior Federal Program Audit Findings
Supplemental Information - Continued

Report KDV-04

State Agency: Anoka Technical College

Federal Agency: U.S. Department of Education

CFDA NnmberslProgram Names:

Various Financial Aid Cluster

Finding KDV-04-9 Omitted items in published satisfactorv academic progress policies.
Inconsistent calculation ofreturn ofTitle IV fimds.

Recommendations

• Implement policies andprocedures to appropriately monitor the Colleges' and
Universities' compliance with the requirements ofsatisfactory academic progress
policies and return ofTitle IVjimds.

• Ensure that Anoka's satisfactolY academic progress policy addresses all ofthe
requirements in the SFA Handbook. Implement policies andprocedures to be
used by the colleges and universities to monitor compliance with satisfactory
academic progress requirements in accordance with SFA regulations.

Mirinesota State Colleges and Universities Response:

This finding reiterated several problems and potential overpayments in financial aid that had
been cited in a federal program review that had occurred at Anoka Technical College. The
college has repaid the overpayments to the department. It continues, however, to work toward
improving policies and processes. The college is in the process of restructuring its financial aid
function. Temporary assistance is being sought from another technical college while the
restructuring is underway.

Person Responsible: Anne Weyandt, President, Anoka Technical College

Estimated Completion Date: December 2006
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