










































































































































































































































































































































































































































 
 
 

 
 

 
  

McGladrey & Pullen, LLP is a member firm of RSM International – 
an affiliation of separate and independent legal entities. 
 

Hennepin County, Minnesota 
 
Single Audit Report 
December 31, 2008 
 



 

 

Contents 
 
Independent Auditor’s 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 1 - 2 

  
Independent Auditor’s Report on Compliance With Requirements 

Applicable to Each Major Program and on Internal Control Over 
Compliance in Accordance With OMB Circular A-133 and 
Schedule of Expenditures of Federal Awards 3 - 4 

  
Schedule of Expenditures of Federal Awards 5 - 7 
  
Notes to Schedule of Expenditures of Federal Awards 8 
  
Schedule of Findings and Questioned Costs 9 - 22 
  
Auditee Corrective Action Plan 23 - 30 
  
Summary Schedule of Prior Audit Findings 31 - 32 
 



 

McGladrey & Pullen, LLP is a member firm of RSM International – 
an affiliation of separate and independent legal entities. 

1 

Independent Auditor’s 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 
 
To the Board of County Commissioners 
Hennepin County, Minnesota 
 
We have audited the financial statements of Hennepin County, Minnesota (the County), as of and for the year ended 
December 31, 2008, and have issued our report thereon dated June 18, 2009. 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. 
 
INTERNAL CONTROL OVER FINANCIAL REPORTING 
 
In planning and performing our audit, we considered the County’s internal control over financial reporting as a basis 
for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of the County’s internal control over financial reporting. 
Accordingly, we do not express an opinion on the effectiveness of the County’s internal control over financial 
reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the preceding 
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might be 
significant deficiencies or material weaknesses. However, as discussed below, we identified a deficiency in internal 
control over financial reporting that we consider to be a significant deficiency. 
 
A control deficiency exists when the design or operation of a control does not allow management or employees, in 
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A 
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity’s 
ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted 
accounting principles such that there is more than a remote likelihood that a misstatement of the entity’s financial 
statements that is more than inconsequential will not be prevented or detected by the entity’s internal control. We 
consider the deficiency described in the accompanying schedule of findings and questioned costs as item IC 08-1 to 
be a significant deficiency in internal control over financial reporting.  
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a 
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the 
entity’s internal control.  
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Our consideration of the internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be 
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also 
considered to be material weaknesses. However, we do not believe that the significant deficiency described above is 
a material weakness.  
 
COMPLIANCE AND OTHER MATTERS 
 
As part of obtaining reasonable assurance about whether the County’s financial statements are free of material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements, noncompliance with which could have a direct and material effect on the determination 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 of 
noncompliance or other matters that are required to be reported under Government Auditing Standards. 
 
The County’s responses to the findings identified in our audit are described in the accompanying schedule of findings 
and questioned costs. We did not audit the County’s responses, and accordingly, we express no opinion on them. 
 
This report is intended solely for the information and use of the Board of County Commissioners, the Audit 
Committee, management, federal awarding agencies, and pass-through entities and is not intended to be and should 
not be used by anyone other than those specified parties. 

 
Minneapolis, Minnesota 
September 24, 2009 
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Independent Auditor’s Report on Compliance With Requirements 
Applicable to Each Major Program and on Internal Control Over 
Compliance in Accordance With OMB Circular A-133 and Schedule 
of Expenditures of Federal Awards 
 
To the Board of County Commissioners 
Hennepin County, Minnesota 
 
COMPLIANCE 
 
We have audited the compliance of Hennepin County, Minnesota (the County), with the types of compliance 
requirements described in the “U.S. Office of Management and Budget (OMB) Circular A-133 Compliance 
Supplement” that are applicable to each of its major federal programs for the year ended December 31, 2008. The 
County’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 of laws, regulations, contracts and 
grants applicable to each of its major federal programs is the responsibility of the County’s management. Our 
responsibility is to express an opinion on the County’s compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States 
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 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 County’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 on the County’s compliance with those requirements. 
 
In our opinion, the County 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 December 31, 2008. However, the results of our 
auditing procedures disclosed instances of noncompliance with those requirements that are required to be reported 
in accordance with OMB Circular A-133 and which are described in the accompanying schedule of findings and 
questioned costs as items CF 08-1 through CF 08-6. 
 
INTERNAL CONTROL OVER COMPLIANCE 
 
The management of the County is responsible for establishing and maintaining effective internal control over 
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In planning 
and performing our audit, we considered the County’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, but not for the purpose of expressing an opinion on the 
effectiveness of the County’s internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the County’s internal control over compliance. 
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Our consideration of internal control over compliance was for the limited purpose described in the preceding 
paragraph and would not necessarily identify all deficiencies in the entity’s internal control that might be significant 
deficiencies or material weaknesses as defined below. However, as discussed below, we identified certain 
deficiencies in internal control over compliance that we consider to be significant deficiencies. 
 
A control deficiency in an entity’s internal control over compliance exists when the design or operation of a control 
does not allow management or employees, in the normal course of performing their assigned functions, to prevent or 
detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant 
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to 
administer a federal program such that there is more than a remote likelihood that noncompliance with a type of 
compliance requirement of a federal program that is more than inconsequential will not be prevented or detected by 
the entity’s internal control. We consider the deficiencies in internal control over compliance described in the 
accompanying schedule of findings and questioned costs as items IC 08-2 through IC 08-7 to be significant 
deficiencies. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a 
remote likelihood that material noncompliance with a type of compliance requirement of a federal program will not be 
prevented or detected by the entity’s internal control.  
 
The County’s responses to the findings identified in our audit are described in the accompanying Auditee Corrective 
Action Plan. We did not audit the County’s responses, and, accordingly, we express no opinion on them. 
 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
 
We have audited the financial statements of the County as of and for the year ended December 31, 2008, and have 
issued our report thereon dated June 18, 2009. Our audit was conducted for the purpose of forming opinions on the 
basic financial statements of the County taken as a whole. The accompanying schedule of expenditures of federal 
awards is presented for the purpose of additional analysis as required by U.S. Office of Management and Budget 
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the 
basic financial statements. This schedule is the responsibility of the management of the County. This schedule has 
been subjected to the auditing procedures applied in our audit of the basic financial statements and, in our opinion, is 
fairly stated in all material respects when considered in relation to the basic financial statements taken as a whole. 
 
This report is intended solely for the information and use of the Board of County Commissioners, the Audit 
Committee, management, federal awarding agencies, and pass-through entities and is not intended to be and should 
not be used by anyone other than those specified parties. 

 
Minneapolis, Minnesota 
September 24, 2009 
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Hennepin County, Minnesota

Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2008

Federal
Domestic Passed

Administering Agency and Assistance Through to
Federal Funding Source Number Grant Name Expenditures Subrecepients

Department of Agriculture:
Minnesota Department of Education 10.553 School Breakfast Program 70,570  $             -$                     

 10.555 National School Lunch Program 123,767               -                       

Minnesota Department of Human Services 10.561 State Administrative Matching Grants for Food Stamp Program 12,359,389          -                       

Minnesota Department  of Health 10.557 Special Supplemental Nutrition Program for Women, Infants, and Children 3,488,790            98,464                 
Total Department of Agriculture 16,042,516          98,464                 

Department of Education:
Minnesota Department of Education 84.186 Safe and Drug-Free Schools and Communities — State Grants 119,165               109,638               

Total Department of Education 119,165               109,638               

Environmental Protection Agency:
Direct Grant 66.818 Brownfields Assessment and Cleanup Cooperative Agreements 109,827               -                       

Minnesota Department of Health 66.032 State Indoor Radon Grants 7,500                   -                       
Total Environmental Protection Agency 117,327               -                       

U.S. Elections Assistance Commission:
Direct Grant 90.401 Help America Vote Act Requirements Payments 8,321                   -                       

Total U.S. Elections Assistance
Commission 8,321                   -                       

Department of Health and Human Services:
Direct Grant 93.008 Medical Reserve Corps Small Grant Program 5,000                   -                       

93.224 Consolidated Health Centers (Community Health Centers, Migrant Health 
Centers, Health Care for the Homeless, Public Housing Primary Care and
School Based Health Centers) 1,775,153            -                       

93.253 Poison Control Stabilization and Enhancement Grants 447,681               -                       
93.286 Discovery and Applied Research for Technological Innovations to Improve Human Health 146,852               -                       
93.889 Hospital Preparedness Program 2,474,436            748,569               
93.914 HIV Emergency Relief Project Grants 4,691,801            3,048,231            

Minnesota Department of Finance 93.647 Social Services Research and Demonstration 58,110                 58,110                 

Minnesota Department of Health 93.069 Public Health and Emergency Preparedness 17,972                 -                       
93.268 Immunization Grants 175,074               -                       
93.283 Centers for Disease Control and Prevention — Investigations  and Technical Assistance 2,304,109            266,638               
93.558 Temporary Assistance for Needy Families 811,830               412,933               
93.576 Refugee and Entrant Assistance — Discretionary Grants 58,384                 -                       
93.889 Hospital Preparedness Program 1,260,033            -                       
93.940 HIV Prevention Activities — Health Department Based 355,318               7,187                   
93.977 Preventive Health Services — Sexually Transmitted Diseases Control Grants 90,485                 -                       
93.994 Maternal and Child Health Services Block Grant to the States 599,102               221,635               

Minnesota Department of Human Services 93.116 Project Grants and Cooperative Agreements for Tuberculosis Control Programs 111,052               -                       
 93.150 Projects for Assistance in Transition from Homelessness (PATH) 262,135               -                       

93.556 Promoting Safe and Stable Families 795,646               -                       
93.558 Temporary Assistance for Needy Families 28,498,080          -                       
93.563 Child Support Enforcement 19,111,883          -                       
93.566 Refugee and Entrant Assistance — State Administered Programs 199,717               -                       
93.575 Child Care and Development Block Grant 22,327,484          -                       
93.584 Refugee and Entrant Assistance — Targeted Assistance Grants 234,117               -                       

(Continued)
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Hennepin County, Minnesota

Schedule of Expenditures of Federal Awards (Continued)
For the Year Ended December 31, 2008

Federal
Domestic Passed

Administering Agency and Assistance Through to
Federal Funding Source Number Grant Name Expenditures Subrecepients

Department of Health and Human Services (Continued):
Minnesota Department of Human

Services (continued) 93.596 Child Care Mandatory and Matching Funds of the Child Care and Development Fund 11,311,541          6,966,784            
93.658 Foster Care — Title IV-E 11,704,413          -                       
93.659 Adoption Assistance — Title IV-E 18,861                 -                       
93.667 Social Services Block Grant 7,643,366            -                       
93.674 Chafee Foster Care Independence Program 169,861               -                       
93.767 State Children's Insurance Program (SCHIP) 55,190                 -                       
93.778 Medical Assistance Program 24,784,300          14,175                 
93.779 Centers for Medicare and Medicaid Services (CMS) Research, Demonstrations

and Evaluations 104,820               -                       
93.917 HIV Care Formula Grants 1,421,998            1,044,429            
93.919 Cooperative Agreements for State-Based Comprehensive Breast and Cervical

Cancer Early Detection Programs 36,414                 -                       
93.958 Block Grants for Community Mental Health Services 948,284               -                       
93.959 Block Grants for Prevention and Treatment of Substance Abuse 153,519               -                       

City of Minneapolis 93.111 Adolescent Family Live Research Grants 86,834                 -                       
93.926 Healthy Start Initiative 100,367               -                       

North Dakota Department of Health 93.283 Centers for Disease Control and Prevention — Investigations and Technical Assistance 40,263                 -                       

Sanford Medical Center 93.069 Public Health and Emergency Preparedness 90,744                 -                       
Total Department of Health and Human

Services 145,482,229        12,788,691          

Department of Homeland Security
Minnesota Department of Emergency

Management 97.036 Disaster Grants — Public Assistance (Presidentially Declared Disasters) 318,101               -                       
97.042 Emergency Management Performance Grants 258,198               143,922               
97.067 Homeland Security Grant Program 704,424               51,622                 

Minnesota Department of Natural Resources 97.012 Boating Safety Financial Assistance 65,134                 -                       
Total Department of Homeland Security 1,345,857            195,544               

Housing and Urban Development
Direct Grant 14.218 Community Development Block Grants/Entitlement Grants 3,426,807            1,944,774            

14.231 Emergency Shelter Grants Program 123,771               84,535                 
14.235 Supportive Housing Program 1,062,621            503,868               
14.238 Shelter Plus Care 185,344               185,344               
14.239 HOME Investment Partnerships Program 2,461,984            -                       
14.900 Lead-Based Paint Hazard Control in Privately-Owned Housing 489,449               384,679               
14.901 Healthy Homes Demonstration Grants 1,389                   -                       
14.905 Lead Hazard Reduction Demonstration Grant Program 2,595,856            575,356               

Total Housing and Urban Development 10,347,221          3,678,556            

Department of Labor
Minnesota Department of Employment and 

Economic Development 17.258 WIA Adult Program 188,230               168,642               
 17.259 WIA Youth Activities 371,196               304,781               

17.260 WIA Dislocated Workers 1,092,068            1,069,462            
Total Department of Labor 1,651,494            1,542,885            

(Continued)
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Hennepin County, Minnesota

Schedule of Expenditures of Federal Awards (Continued)
For the Year Ended December 31, 2008

Federal
Domestic Passed

Administering Agency and Assistance Through to
Federal Funding Source Number Grant Name Expenditures Subrecepients

Department of Justice
Direct Grant 16.541 Part E — Developing, Testing and Demonstrating Promising New Programs 34,066                 -                       

16.560 National Institute of Justice Research, Evaluation, and Development Project Grants 361,166               -                       
16.580 Edward Byrne Memorial State and Local Law Enforcement Assistance

Discretionary Grants Program 2,099,836            -                       
16.601 Corrections — Training and Staff Development 8,382                   -                       
16.606 State Criminal Alien Assistance Program 302,586               -                       
16.710 Public Safety Partnership and Community Policing Grants 19,750                 -                       
16.727 Enforcing Underage Drinking Laws Program 1,410                   -                       
16.738 Edward Byrne Memorial Justice Assistance Grant Program 675,649               380,012               
17.741 Forensic DNA Backlog Reduction Program 54,759                 -                       
16.742 Paul Coverdell Forensics Sciences Improvement Grant Program 12,737                 -                       

Minnesota Department of Public Safety 16.523 Juvenile Accountability Block Grants 201,901               -                       
16.540 Juvenile Justice and Delinquency Prevention — Allocation to States 49,803                 -                       
16.579 Edward Byrne Memorial Formula Grant Program 31,313                 13,336                 

Total Department of Justice 3,853,358        393,348           

Department of Transportation
Minnesota Department of Transportation 20.205 Highway Planning and Construction 3,712,676            -                       

 
Direct Grant 20.514 Public Transportation Research 373,586               -                       

20.601 Alcohol Traffic Safety and Drunk Driving Prevention Incentive Grants 81,423                 -                       
20.608 Minimum Penalties for Repeat Offenders for Driving While Intoxicated 54,395                 -                       

Total Department of Transportation 4,222,080            -                       
Total federal awards 183,189,568  $    18,807,126  $      
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Note 1. Basis of Presentation 
The schedule of expenditures of federal awards presents the activity of federal programs of Hennepin County, 
Minnesota (the County). The County financial reporting entity is defined in Note 1 to the basic financial statements. 
As discussed in Note 1 to the basic financial statements, the financial statements of the County consist of the 
activities of the County and its blended component units (the primary government), as well as its discretely presented 
component unit. The Hennepin County Housing and Redevelopment Authority and Hennepin County Regional 
Railroad Authority are blended component units, and Hennepin Healthcare System, Inc. d/b/a Hennepin County 
Medical Center (HCMC) is a discretely presented component unit in the County. All federal awards received directly 
from federal agencies, as well as federal awards passed through from other governmental agencies, are included on 
the schedule. 
 
Note 2. Basis of Accounting 
The schedule of expenditures of federal awards is presented using the modified accrual basis of accounting for 
governmental funds and the accrual basis of accounting for proprietary funds and the discretely presented 
component unit, which are described in Note 1 to the basic financial statements.  
 
Note 3. Single Audit Reclassifications 
The Hennepin County Community Corrections Department receives federal grant revenues from the Minnesota 
Department of Education for the School Breakfast Program ($70,570) and the National School Lunch Program 
($123,767). The revenues were recorded as offsets to commodity expenditures in the basic financial statements. The 
schedule of expenditures of federal awards has been adjusted to reflect the increase to federal grant revenues and 
expenditures. 
 
Note 4. Loan Outstanding 
At December 31, 2008, the County had an outstanding loan balance for Brownfields Assessment and Cleanup 
Cooperative Agreements (CFDA No. 66.818) of $1,510,208. Loans made during the year are included in the federal 
expenditures presented in the schedule. 
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I. SUMMARY OF INDEPENDENT AUDITOR’S RESULTS 
 

A. Financial Statements 
 

1. Type of auditor’s report issued on the financial statements: Unqualified 
 

2. Internal control over financial reporting: 
 
 • Material weakness(es) identified?  Yes X No 
 • Significant deficiency(ies) identified that are not 

considered to be material weaknesses? X Yes  None reported 
 • Noncompliance material to financial statements 

identified?  Yes X No 
 

B. Federal Awards 
 

1. Internal control over major programs: 
 
 • Material weakness(es) identified?  Yes X No 
 • Significant deficiency(ies) identified that are not 

considered to be material weaknesses? X Yes  No 
 

2. Type of auditor’s report issued on compliance for major programs: Unqualified 
 
 • Any audit findings that are required to be reported in 

accordance with Section 510(a) of Circular A-133? X Yes  No 
 

3. Identification of major programs: 
 
 CFDA Number Name of Federal Program 
 93.563 Child Support Enforcement 
 CCDF cluster:  
 93.575 Child Care and Development Block Grant 
 93.596 Child Care Mandatory and Matching Funds of the Child Care and 

Development Fund 
 93.658 Foster Care — Title IV-E 
 93.667 Social Services Block Grant 
 93.778 Medical Assistance Program 
 93.889 Hospital Preparedness Program 
 93.914 HIV Emergency Relief Project Grants 
 

4. Dollar threshold used to distinguish between Type A and Type B programs: $3,000,000  
 
 5. Auditee qualified as a low-risk auditee under Section 530 of 

OMB Circular A-133?  Yes X No 
 

(Continued) 
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II. FINDINGS RELATING TO THE FINANCIAL STATEMENT AUDIT AS REQUIRED TO BE REPORTED IN 
ACCORDANCE WITH GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS 

 
A. Internal Control 

 
Finding IC 08-1 — Metropolitan Health Plan (MHP) — Claims Processing 
 
Criteria 
 
Control procedures should be in place to provide reasonable assurance that claims are accurately paid and 
reflected in the financial statements. 
 
Condition 
 
• During testing of claims it was noted that MHP had manually adjudicated a claim incorrectly. MHP has 

an internal audit process that would catch this type of error; however, this process was not completed 
before our testing commenced or before year-end close.  
 

• It was noted that for certain DRG calculations where a third-party tool is used to calculate the DRG 
rates, neither the third-party vendor nor MHP maintained fee schedule history. Although the current 
DRG rates were comparable to historical DRG rates, we were unable to determine whether claims of 
this type were paid with the proper DRG.  
 

• Claims paid to a provider under their contract effective October 2008 were not paid according to the 
contract, as the contract terms were not interpreted correctly and were improperly entered into the 
claims payment system. A review of contract input is done at the time contracts are programmed, and 
periodic systematic testing is performed separate from the programming function to determine the 
accuracy of the programming and contract input. However, as this process is manual and subject to 
interpretation, this error remained undetected. 
 

Cause 
 
Because of limitations of the claims system, manual intervention and review is necessary to process claims. 
Errors occurred in the claims processing process which were not detected. MHP’s internal claim audits did 
not appear to catch these errors.  
 
Effect 
 
Expenses and liabilities could be misstated as a result of the payment of incorrect claim amounts. 
 
Recommendation 
 
• We recommend a more systematic approach to internal claim audits as well as continued review of all 

manual contract and fee schedule inputs. 
 

(Continued) 
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• We understand that MHP has implemented a number of manual procedures during the year as a result 
of its realization of the weaknesses that exist in the claims payment system. While these manual 
processes will cure some of the weaknesses, manual processes cannot perform all of the functions that 
an electronic system can provide. We suggest that MHP consider its options for implementing the 
necessary controls over the claims payment system. These options include adding to the current 
system, replacing the current system or outsourcing. We suggest that the Audit Committee and Board 
of Commissioners request management analyze the potential solutions and propose a suggested 
course of action.  

 
B. Compliance Findings 

 
None noted. 

 
III. FINDINGS AND QUESTIONED COSTS RELATING TO FEDERAL AWARDS 
 

A.  Internal Control 
 

Finding IC 08-2 — Preparation of the Schedule of Expenditures of Federal Awards (SEFA) 
 
Program 
 
Department of Health and Human Services — CFDA No. 93.889, Hospital Preparedness Program and 
various other programs 
 
Criteria 
 
Per 7 CFR 3052.300(a), the auditee shall identify, in its accounts, all federal awards received and expended 
and the federal programs under which they were received. Federal program and award identification shall 
include, as applicable, the CFDA title and number, award number and year, name of the federal agency, 
and name of the pass-through entity.  
 
Condition  
 
As a result of this significant deficiency, the County did not include all federal awards on its schedule of 
expenditures of federal awards (SEFA) as originally prepared. In addition, in connection with procedures 
performed to ensure the completeness of the 2008 SEFA, the County identified certain federal awards that 
had not been included on SEFAs filed in previous years. Management has represented to us that they do 
not believe the SEFAs filed for years prior to 2008 were materially misstated as a result of this significant 
deficiency. 
 
Cause 
 
The County does not have an adequate reconciliation process in place to ensure the completeness of the 
schedule of expenditures of federal awards.  
 

(Continued) 
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Effect 
 
This could result in noncompliance with specific federal award programs and/or compliance audit failure. 
 
Questioned Costs 
 
None. 
 
Recommendation 
 
We recommend that the County implement policies and procedures to identify and report all federal awards 
accurately and completely on the SEFA. 
 
Finding IC 08-3 — Reconciliation of Human Services Information System (HSIS) to FARS 
 
Program 
 
93.658 Foster Care — Title IV-E 
 
Criteria 
 
The County needs to have a control system that requires reconciliation of the HSIS system to the FARS 
system. 
 
Condition  
 
The HSIS system is used to authorize payments for some human services programs. The records in this 
system include information on payments to vendors. Because this information can be used to make 
decisions, it should be supported by the books and records of the organization (maintained in the FARS 
system). Disbursements reflected in the HSIS system are not reconciled to the actual disbursements that 
are reflected in the FARS system. While there are mitigating controls in place to reduce the risk of 
transactions being inappropriately recorded in HSIS or the inappropriate disbursement of funds, a 
reconciliation of the two systems is not performed. 
 
Cause 
 
The County did not have a policy that required reconciliation of the two systems. 
 
Effect 
 
The potential exists that transactions could be inappropriately recorded in HSIS, which could impact future 
disbursements, or that inappropriate disbursements of funds could occur that would be undetected. 
 

(Continued) 
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Questioned Costs 
 
None. 
 
Recommendation 
 
We recommend that FARS be reconciled to HSIS periodically, not less than quarterly. 
 
Finding IC 08-4 — Hennepin County Medical Center (HCMC) — Inadequate Controls Over 
Expenditures 
 
Program 
 
Department of Health and Human Services — CFDA No. 93.889, Hospital Preparedness Program 
 
Criteria 
 
Per 7 CFR 3052.300(b), the auditee shall maintain internal control over federal programs that provides 
reasonable assurance that the auditee is managing federal awards in compliance with laws, regulations, 
and the provisions of contracts or grant agreements that could have a material effect on each of its federal 
programs.  
 
Condition 
 
Although personnel responsible for administering the grants were knowledgeable regarding costs allowable 
under the terms of the grants, adequate controls were not in place to ensure documentation exists and is 
retained to support compliance with program requirements. Specific areas in which controls either were not 
in place or were not functioning as designed were as follows: 
 
• Internal charges: Supplies expended under the grant that are obtained from HCMC’s storeroom 

inventory should be charged to the grant at HCMC’s cost and should be supported by invoices. For 
three of six supply items tested, the most recent invoice price did not reasonably compare to the price 
charged to the program. As HCMC uses perpetual average pricing for storeroom inventory, the 
expenditure will not exactly match an invoice; however, we would expect the amounts to be reasonably 
close. In all cases, the expenditure charged to the program was less than the invoice price and, 
therefore, did not result in questioned costs. Finally, we noted that for the four expenditures relating to 
the storeroom inventory items, documentation was not maintained of the approval for these 
expenditures to be included within the federal program.  

 
• Expenditure disbursement and reporting: An improper payment, which should have been paid 

directly to the subrecipient, was instead paid to an employee of the subrecipient. This error was not 
detected by HCMC. The employee did, however, return the amount to HCMC, and HCMC appropriately 
disbursed the funds to the subrecipient. 

 
(Continued) 
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• Documentation to support time charged: No documentation has been maintained to support the 
approval of the payroll expenditures charged to the federal program or a reconciliation of supporting 
documentation to reimbursement requests. Of 13 payroll transactions selected, there was an instance 
in which the number of payroll hours expensed in the program did not match the number of hours 
coded to the program’s cost center. HCMC did not have documentation noting why the time assigned 
on the time card to the program’s cost center was not included in their total expenditures. Because the 
amount charged to the program was less than the total hours available to be charged, this does not 
result in questioned costs.  
 

• Allocation of expenses: For two small grants included in this CFDA number, actual time spent on 
grants is not documented to support costs allocated to the various grants. This resulted in questioned 
costs of $195,240. 
 

Cause 
 
Program administrators were not aware of the numerous requirements for proper administration of the 
program. 
 
Effect 
 
This could result in inappropriate expenditure of federal awards. 
 
Questioned Costs  
 
$195,240 
 
Recommendation 
 
We recommend HCMC develop strong controls surrounding the approval, documentation and proper 
recording of expenditures under the program.  
 
Finding IC 08-5 — Hennepin County Medical Center (HCMC) — Inadaquate Controls and 
Noncompliance With Procurement Requirements 
 
Program 
 
Department of Health and Human Services — CFDA No. 93.889, Hospital Preparedness Program 
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Criteria 
 
• 48 CFR 13.106-3(b) states purchasing offices shall retain data supporting purchases (paper or 

electronic) to the minimum extent and duration necessary for management review purposes. 
 

• 48 CFR 6.302-1(c) states an acquisition that uses a brand name description or other purchase 
description to specify a particular brand name, product, or feature of a product peculiar to one 
manufacturer does not provide for full and open competition regardless of the number of sources 
solicited. It shall be justified and approved in accordance with FAR 6.303 and 6.304. 48 CFR 6.302-
1(d)(1) states contracts awarded using this authority shall be supported by written justifications and 
approvals. 
 

• 48 CFR 15.203(e) lists the minimum contents a request for proposal shall contain, including quantity, 
description, required delivery dates, evaluation criteria, applicable certifications, and other relevant 
information. 48 CFR 15.304 details the evaluation factors requiring the price or cost to the government 
shall be evaluated in every source selection and the quality of the product or service shall be addressed 
in every source selection through consideration of one or more noncost evaluation factors, such as past 
performance, compliance with solicitation requirements, technical excellence, management capability, 
personnel qualifications, and prior experience 

 
Condition  
 
HCMC’s purchasing policies regarding requests for proposal do not include written selection procedures 
requiring that solicitations incorporate a clear and accurate description of the technical requirements for the 
material, product or service to be procured; do not identify all of the requirements that the offerors must 
fulfill; and do not include the other factors to be used in evaluating bids or proposals. 
 
During our audit, we tested eight contracts utilized within the federal program. Five of the contracts were 
negotiated by Novation (a group procurement organization). Of the remaining three selections that were 
negotiated in-house, HCMC did not have contract files to document the significant history of the 
procurement, including the rationale for the method of procurement, selection of contract type, contractor 
selection or rejection, and the basis for the contract price. In addition, documentation was not maintained to 
show if an appropriate cost or price analysis was performed in connection with procurement actions in order 
to support the procurement action that was selected. HCMC did not document whether procurements 
provide full and open competition or support the rationale to limit competition in those cases where 
competition was limited and ascertain if the limitation was justified. Also, for one of the three contracts they 
negotiated in-house, HCMC did not maintain documentation that a verification check for covered 
transactions had been completed by checking the Excluded Parties List System (EPLS), collecting a 
certification from the entity, or adding a clause or condition to the covered transaction with the entity. 
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Cause 
 
Policies and responsibilities relating to complying with program requirements between supply chain 
personnel and program administrators are not defined. HCMC management stated that supply chain 
personnel received training on the compliance requirements within the program, however, it does not 
appear that the training was effective. 
 
Effect 
 
HCMC is not in compliance with the requirements of the program. This could result in the incurrence of 
unallowable costs. 
 
Questioned Costs 
 
None. 
 
Recommendation 
 
We recommend HCMC develop appropriate policies to ensure compliance with procurement requirements; 
additional training be provided to those individuals responsible for procurement decisions; a review process 
be implemented to ensure that all of the necessary requirements have been met prior to initiating a contract 
with a vendor; and that contract files be created and maintained to properly record and document the history 
of the contract. 
 
Finding IC 08-6 — Overpayment of Child Care Funds 
 
Program 
 
Department of Health and Human Services — CFDA Nos. 93.575 and 93.596, Child Care and Development 
Block Grant and Child Care Mandatory and Matching Funds of the Child Care and Development Fund 
 
Criteria 
 
As a subrecipient of the Department of Health and Human Services (DHHS), the allowability of costs is as 
established in state statute.  
 
• Minnesota Statutes, section 119B.13, Subdivision 4, specifically prohibits child care providers from 

charging families receiving child care assistance at a rate that is higher than the rate charged to private-
pay customers receiving the same level of service.  
 

• Minnesota Statutes, section 119B.13, Subdivision 1, specifically prohibits the County from making 
payments to providers for the care of children above specific rates set by the state. 
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Condition 
 
Controls are not in place to ensure that payments do not exceed state guidelines. Of the 23 child care 
disbursements tested, we noted two instances where a child care provider was overpaid by the County for 
child care services. In one case, the provider was paid at an authorized weekly rate; however, this rate was 
more than the weekly rate being paid by private-pay customers for the same level of service. In the other 
case, a control was overridden to allow payment at a rate above the state maximum. These errors were 
extrapolated over the population to determine the amount of questioned costs for the program.  

 
Cause 
 
Rates for private-pay customers are not regularly compared to the amount being billed before approving an 
invoice for payment by the County. In addition, overrides are not reviewed for appropriateness. 
 
Effect 
 
The County was reimbursed at, and paid providers, a higher amount than allowed under the circumstances.  
 
Questioned Costs 
 
$199,467 based on federal awards of $33,639,025. 
 
Recommendation 
 
We recommend the County review past invoices and seek reimbursement from child care providers for 
excess amounts paid to them. These excess amounts claimed by the County should be reimbursed to the 
grantor. Procedures should be revised to ensure that the amount claimed and paid to the providers does not 
exceed the lesser of the maximum hourly rate or the rate charged to private-pay customers receiving the 
same level of service, and a list of overrides should be generated and reviewed for appropriateness. 
 
Finding IC 08-7 — Hennepin County Medical Center (HCMC) — Inadequate Controls to Monitor 
Subrecipients 
 
Program 
 
Department of Health and Human Services — CFDA No. 93.889, Hospital Preparedness Program 
 
Criteria 
 
• 7 CFR 3052.400(d)(2) states a pass-through entity shall advise subrecipients of requirements imposed 

on them by federal laws, regulations, and the provisions of contracts or grant agreements as well as 
any supplemental requirements imposed by the pass-through entity. 
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• 7 CFR 3052.400(d)(4 – 6) states a pass-through entity shall ensure that subrecipients expending 
$500,000 or more in federal awards during the subrecipient's fiscal year have met the audit 
requirements of this part for that fiscal year, issue a management decision on audit findings within 
six months after receipt of the subrecipient's audit report and ensure that the subrecipient takes 
appropriate and timely corrective action, and consider whether subrecipient audits necessitate 
adjustment of the pass-through entity's own records. 
 

• 7 CFR 3052.400(d)(3) states a pass-through entity shall monitor the activities of subrecipients as 
necessary to ensure that federal awards are used for authorized purposes in compliance with laws, 
regulations, and the provisions of contracts or grant agreements and that performance goals are 
achieved. 

 
Condition 
 
Procedures have not been established to ensure that subrecipients that expend $500,000 or more in federal 
awards during the subrecipient's fiscal year have met the audit requirements of 7 CFR 3052.400(d)(4 – 6) or 
that subrecipients are aware of the requirements. No actions were taken to ensure that any of the 
24 subrecipients likely expending $500,000 or more in federal awards met the appropriate audit 
requirements and, while the program manager indicated he had verbally explained the audit requirements to 
the subrecipients, appropriate information was not included in the grant agreements or other written 
communication given to the subrecipients. Management has indicated that, as part of their monitoring, they 
conduct a training session for the subrecipients, field inquiries throughout the year, and perform site visits. 
Management summarized the 10 site visits they performed in 2008; however, there was no formal 
documentation of the two site visits we selected for testing.  
 
Cause 
 
Program administrators are unaware of their complete responsibilities surrounding the subrecipient 
monitoring requirements.  
 
Effect 
 
HCMC was not in compliance with the requirements of subrecipient monitoring, which increases the 
likelihood that subrecipients are not fully aware of and not fully complying with the requirements of the 
program. This could result in the expenditure of unallowable costs. 
 
Questioned Costs 
 
None. 
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Recommendation 
 
We recommend HCMC develop a policy to ensure that audit requirements are included in all guidance or 
agreements with subrecipients. HCMC should have discussions with all subrecipients regarding the 
potential need for a single or program audit, request and monitor the receipt of their audit reports, and 
properly follow up corrective action performed by the subrecipient. HCMC should maintain adequate 
documentation of all monitoring activities performed with subrecipients and consider the need to provide 
training to all individuals involved with federal programs to ensure they are familiar with the subrecipient 
monitoring requirements. 

 
B. Compliance Findings 

 
Finding CF 08-1 — Noncompliance With Eligibility Requirements 
 
Program 
 
Department of Health and Human Services — CFDA No. 93.778, Medical Assistance 
 
Criteria 
 
Per 42 CFR section 435.916(c), the agency must promptly redetermine eligibility when it receives 
information about changes in a recipient’s circumstances that may affect his eligibility. 
 
Condition 
 
Of the 23 case files tested, we noted one case where an individual received benefits after she was no longer 
eligible. When a mother gives birth, she is eligible for two months of benefits postpartum. In this case, the 
mother received benefits for a total of nine months postpartum.  
 
Cause 
 
The MAXIS system provides a prompt when the two months postpartum has lapsed so that eligibility can be 
terminated. In this case, the prompt was overlooked.  
 
Effect 
 
The individual received benefits for an additional seven months, although she was no longer eligible. This 
could result in the expenditure of unallowable costs. 
 
Questioned Costs 
 
None. 
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Recommendation 
 
The County was not in compliance with the established due diligence timelines.  
 
Finding CF 08-2 — Noncompliance With Program Requirements 
 
Program 
 
Department of Health and Human Services — CFDA No. 93.563, Child Support Enforcement 
 
Criteria 
 
• Per 45 CFR 303.2(b), the IV-D agency must attempt to establish paternity and a support obligation for 

children born out of wedlock. The agency must, within no more than 20 calendar days of receipt of 
referral of a case or filing of an application for services, open a case by establishing a case record and, 
based on an assessment of the case, determine necessary action. 
 

• Per 45 CFR 303.7(b)(2), within 20 calendar days of determining that the noncustodial parent is in 
another state or receipt of any necessary information needed to process the case, the agency must 
refer any interstate IV-D case to the responding state’s interstate central registry for action.  
 

• Per 45 CFR 303.7(c)(4), during interstate cases when the agency acts as the responding state agency, 
they must process the interstate case to the extent possible pending necessary action by the initiating 
state and notify the agency in the initiating state of the necessary additions or corrections to the 
information within 75 calendar days. 

 
Condition 
 
Of the 48 case files tested, we noted the following:  
 
• Two child support cases were not opened within 20 calendar days. 

 
• For five initiating child support cases, the County did not refer the case to the responding state and/or 

did not supply the necessary information to the responding state. 
 

• For three responding child support cases, the case was not processed and/or additional information 
was not requested within 75 calendar days. 

 
Cause 
 
The Child Support department has experienced budget and staff cuts in conjunction with increased program 
demands. As a result, and due to the high volume of cases, time frames for the performance of due 
diligence procedures are not always achieved.  
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Effect 
 
The County was not in compliance with the established due diligence timelines.  
 
Questioned Costs 
 
None. 
 
Recommendation 
 
We recommend that the Human Services and Public Health Department (HSPHD) implement a process to 
track the time frames applicable to these cases and review this information to ensure cases are being 
managed in a timely manner. 
 
Finding CF 08-3 — Hennepin County Medical Center (HCMC) — Noncompliance With Subrecipient 
Monitoring Requirements 
 
See Finding IC 08-7. 
 
Finding CF 08-4 — Hennepin County Medical Center (HCMC) — Noncompliance With Reporting 
Requirements 
 
Program 
 
Department of Health and Human Services — CFDA No. 93.889, Hospital Preparedness Program 
 
Criteria 
 
• 45 CFR 92.41 Financial Reporting. 

 
• Section I, paragraph F of the grant agreement states the grantee agrees to provide the state with a 

budget and budget justification by April 30, 2008. 
 

• Section I, paragraph G of the grant agreement states the grantee agrees to provide the state with 
reports (including quarterly financial reports that conform to the state's reporting format and allow the 
state and grantee to meet the performance and financial requirements of the DHHS Hospital 
Preparedness Program) as delineated in the timeline included in the agreement. 
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Condition 
 
The budget and budget justification were not submitted timely to the Minnesota Department of Health 
(MDH). In addition, two of the three quarterly expense reports were submitted to MDH after the due dates 
established. HCMC indicated they have monthly discussions with MDH and MDH was aware that these 
items would not be received on time. However, HCMC was unable to provide documentation that a later 
deadline had been agreed to. 
 
Cause 
 
Management was not able to provide the requested information by the deadlines stated in the agreements.  
 
Effect 
 
The County (HCMC) was not in compliance with this requirement. 
 
Questioned Costs 
 
None. 
 
Recommendation 
 
We recommend that management create a timeline of due dates and submission dates to ensure that all 
dates are being met. In addition, we suggest that management maintain documentation of any deadline 
changes.  
 
Finding CF 08-5 — Hennepin County Medical Center (HCMC) — Noncompliance With Procurement 
Requirements 
 
See Finding IC 08-5. 
 
Finding CF 08-6 — Overpayment of Child Care Costs 
 
See Finding IC 08-6. 
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Finding IC 08-1 — Metropolitan Health Plan (MHP) — Claims Processing 
 
Auditee Corrective Action Plan (CAP) 
 
Action Planned in Response to Finding: 
 
A review of MHP’s claim processing policies and procedures was performed in 2008 by RSM McGladrey Inc. The 
results of the RSM McGladrey review have been reviewed by management, and process improvement projects are 
underway or have been completed. MHP is taking steps to reduce the number of manual procedures and add greater 
oversight and controls when manual procedures are necessary. We have also engaged another consulting firm, CSC 
Inc., to review our detailed claim files in order to identify overpayments. CSC will also provide feedback on our 
current practicies, although that is not the primary objective of their review. This information will be considered, along 
with RSM McGladrey’s, in management’s process improvement projects. Hennepin County Internal Audit staff has 
participated with management in the review process. 
 
In addition, a corrective action plan is being developed to specifically address the issue regarding the timely loading 
of the DRG pricing tool. 
 
MHP plans to enhance its internal audit procedures in order to identify and correct on a timely basis any claim 
payment issues. The final plan will include a balance of claims department quality audits, MHP fiscal staff review and 
an annual audit performed by the County's Internal Audit Department. The revised procedures will be implemented 
before year-end 2009. 
 
Individual Responsible for Ensuring CAP: 
 
• Interim CFO 
 
Planned Completion Date for CAP: 
 
December 31, 2009 
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Finding IC 08-2 — Preparation of the Schedule of Expenditures of Federal Awards (SEFA) 
 
Auditee Corrective Action Plan (CAP) 
 
Action Planned in Response to Finding: 
 
The changes to non-HCMC federal grants that were identified by the County and updated before the 2008 SEFA was 
finalized were found as a result of the County’s implementation of new control improvements during the same time 
frame as the SEFA preparation. The control improvements included the County’s provision of upgraded federal grant 
training to countywide departments, additional follow-up discussions with grant accounting staff, and the ability to 
cross-check the preliminary SEFA against the federal grants that were approved via a newly developed Grants 
Approval Database (a system developed to collect countywide information for all grants, including federal grants). We 
will continue to evaluate the most effective ways to leverage the Grants Approval Database and other controls to 
assure the accuracy of the SEFA. The largest non-HCMC changes related to the realization that although the State 
had published information stating that federal grants could be identified by the CFDA numbers included on the 
State’s electronic remittance advice, the State had not included CFDA numbers for two federal grants throughout the 
years the County was receiving those federal revenues. The new controls have been effective, and they will continue 
to be used in future years. Additionally, HCMC is currently in the process of expanding both its infrastructure and its 
policies and procedures across the complete continuum of grant activities and grant accounting and reporting. An 
improved process to identify types of grants will be core to the design of the future state around grant monitoring. 
 
Individuals Responsible for Ensuring CAP: 
 
• Acting County Controller and HCMC Director of Accounting and Payor Contracting (on behalf of the Grants 

Workgroup) 
 
Planned Completion Date for CAP: 
 
December 1, 2009 
 
Finding IC 08-3 — Reconciliation of Human Services Information System (HSIS) to FARS 
 
Auditee Corrective Action Plan (CAP) 
 
Action Planned in Response to Finding: 
 
Hennepin County will look into developing a reconciliation process for the Human Services and Public Health 
Department (HSPHD) to reconcile HSIS data back to FARS. 
 
Individual Responsible for Ensuring CAP: 
 
• HSPHD Chief Financial Officer 
 
Planned Completion Date for CAP: 
 
We expect to have a full reconciliation process in place by September 30, 2009. 
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Finding IC 08-4 — Hennepin County Medical Center (HCMC) — Inadequate Controls Over Expenditures 
 
Auditee Corrective Action Plan (CAP) 
 
Action Planned in Response to Finding: 
 
HCMC Action Plan for All Grant Activities: 
HCMC is currently in the process of expanding both its infrastructure and its policies and procedures across the 
complete continuum of grant activities and grant accounting and reporting. This work will include both financial- 
related activities and operational. In addition to new leadership and infrastructure regarding grants, HCMC has 
created a cross-functional work group, facilitated by HCMC’s internal audit provider, to design and implement the 
“future state” of managing and reporting grants and grant activities. Representatives of this work group include 
finance, compliance, key operational leaders, leaders from the newly created Grant Management team, and Internal 
Audit from Hennepin County. The work of this group will include processes to implement action plans to address all 
findings identified during Hennepin County’s most recent Single Audit review and subsequent findings.  
 
HCMC Action Plan Specific to Finding IC 08-4: 
The above recommendation will be addressed and implemented through the efforts of the work group. In the interim, 
the following will be included in the work of the Hospital Preparedness Program (HPP) Program Manager: 
 
1. HPP Program Manager will review monthly: 
 

a. Detailed budget report for accuracy 
 

b. Accounts payable for accuracy of purchases and charges 
 

c. General ledger report for accuracy and expense 
 
2. The Program Manager will take corrective action for any variances and document and initial the actions taken. 
 
Individual Responsible for Ensuring CAP: 
 
• HCMC Director of Emergency Preparedness (on behalf of the Grants Workgroup) 
 
Planned Completion Date for CAP: 
 
December 1, 2009 
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Finding IC 08-5 — Hennepin County Medical Center (HCMC) — Inadequate Controls and Noncompliance With 
Procurement Requirements 
 
Auditee Corrective Action Plan (CAP) 
 
Action Planned in Response to Finding: 
 
HCMC Action Plan for All Grant Activities: 
HCMC is currently in the process of expanding both its infrastructure and its policies and procedures across the 
complete continuum of grant activities and grant accounting and reporting. This work will include both financial- 
related activities and operational. In addition to new leadership and infrastructure regarding grants, HCMC has 
created a cross-functional work group, facilitated by HCMC’s internal audit provider, to design and implement the 
“future state” of managing and reporting grants and grant activities. Representatives of this work group include 
finance, compliance, key operational leaders, leaders from the newly created Grant Management team, and Internal 
Audit from Hennepin County. The work of this group will include processes to implement action plans to address all 
findings identified during Hennepin County’s most recent Single Audit review and subsequent findings. 
 
HCMC Action Plan Specific to Findings IC 08-5 and CF 08-5: 
The above recommendation will be addressed and implemented through the efforts of the work group. 
 
Individual Responsible for Ensuring CAP: 
 
• HCMC Director of Accounting and Payor Contracting (on behalf of the Grants Workgroup) 
 
Planned Completion Date for CAP: 
 
December 1, 2009 
 
Finding IC 08-6 — Overpayment of Child Care Funds 
 
Auditee Corrective Action Plan (CAP) 
 
Action Planned in Response to Finding: 
 
• The department will notify providers that the rate billed to Hennepin County may not be more than the rate billed 

to private payers. In addition, the department will develop a Child Care Billing Requirements Fact Sheet that will 
be given to new providers at the time of registration and mailed to all Child Care Assistance providers annually. 
 

• Staff have been instructed not to use override code “04” in CSIS, which would allow payment over the maximum 
rate set by the state, unless absolutely necessary. The accounting supervisor will run a daily report of all “04” 
codes and review for accuracy and appropriateness. 
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The current timeline to complete transfer to the state payment system (MEC2) is May 2009. After the transfer, 
child care payments will no longer be processed in CSIS. MEC2 has limitations on payment rates, and payments 
over the state maximum rate would not be allowed. 
 

Individual Responsible for Ensuring CAP: 
 
• HSPHD Accounts Payable Manager 
 
Planned Completion Date for CAP: 
 
February 25, 2009 
 
Finding IC 08-7 — Hennepin County Medical Center (HCMC) — Inadequate Controls to Monitor Subrecipients 
 
Auditee Corrective Action Plan (CAP) 
 
Action Planned in Response to Finding: 
 
HCMC Action Plan for All Grant Activities: 
HCMC is currently in the process of expanding both its infrastructure and its policies and procedures across the 
complete continuum of grant activities and grant accounting and reporting. This work will include both financial- 
related activities and operational. In addition to new leadership and infrastructure regarding grants, HCMC has 
created a cross-functional work group, facilitated by HCMC’s internal audit provider, to design and implement the 
“future state” of managing and reporting grants and grant activities. Representatives of this work group include 
finance, compliance, key operational leaders, leaders from the newly created Grant Management team, and Internal 
Audit from Hennepin County. The work of this group will include processes to implement action plans to address all 
findings identified during Hennepin County’s most recent Single Audit review and subsequent findings.  
 
HCMC Action Plan Specific to Findings IC 08-7 and CF 08-7: 
The above recommendation will be addressed and implemented through the efforts of the work group. In the interim, 
the HPP Program Manager will develop a policy prior to October 8, 2009, and communicate the policy to all HPP staff 
and the primary and secondary contacts who service as subrecipient points of contact. The policy will be reviewed 
with all subrecipients at the first quarterly meeting after the start of each new FFY grant. The packet of program 
material will include HCMC’s responsibility as the grant fiscal agent to maintain adequate documentation of all 
monitoring activities performed with subrecipients. The training will be provided to all individuals involved with federal 
programs to ensure they are familiar with the subrecipient monitoring requirements. 
 
Individual Responsible for Ensuring CAP: 
 
• HCMC Director of Emergency Preparedness (on behalf of the Grants Workgroup) 
 
Planned Completion Date for CAP: 
 
December 1, 2009 
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Finding CF 08-1 — Noncompliance With Eligibility Requirements 
 
Auditee Corrective Action Plan (CAP) 
 
Action Planned in Response to Finding: 
 
Remind teams about the importance of processing PEPR messages received on MAXIS in a timely manner. 
Encourage teams to develop internal tracking systems to monitor postpartum ending. Remind team supervisors to 
monitor MAXIS Dail reports monthly to ensure that PEPR messages are acted on timely. Request printout from data 
warehouse regarding any clients whose postpartum period has stretched beyond two months. The Quality Assurance 
Team will put out a Q-Tip to teams regarding this issue. The Quality Assurance Supervisor will ensure this tip is sent 
as part of the corrective action plan and will also request the printout from the data warehouse liaison and distribute it 
with instructions to teams. 
 
Individual Responsible for Ensuring CAP: 
 
• Quality Assurance Supervisor 
 
Planned Completion Date for CAP: 
 
December 31, 2008 
 
Finding CF 08-2 — Noncompliance With Program Requirements 
 
Auditee Corrective Action Plan (CAP) 
 
Action Planned in Response to Finding: 
 
• Our intake area has realigned staff and changed processes so that the time frame for opening a case and 

determining the next steps is shortened. The goal of this change is to take fewer steps to move incoming cases 
to the next destination to maximize establishing orders within the federal timelines. This change went into effect 
June 30, 2008. 
 

• The interstate area will continue to remind staff about the federal timelines in team meetings. Completion date 
January 31, 2009. 

 
• The interstate area will modify their current procedure so that case work can more easily be monitored by staff 

and supervisors. This change involves staff using a specific event code in their case note when making a note 
about actions they are taking. This process also includes a follow-up notice for future review. While we found 
that staff may have been taking appropriate actions, they were not always documenting this on PRISM. 
Completion date January 31, 2009. 

 
• Entering this event (Case Plan) allows us to create a report with a list of Case Plans created by each worker. 

Supervisors can use this report to monitor case work. This report is currently being used in other areas of child 
support. 
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• The interstate staff and supervisors currently use an additional report called the Aging Report. This is a monthly 
report that lists all cases assigned to a specific worker and the date that it was assigned. Supervisors will 
continue to use this report along with the Case Plan report to monitor case work.  

 
• Provide feedback to the State Office of Child Support regarding the lack of automatic triggers on interstate cases 

to notify the case manager of upcoming deadlines. Completion date December 31, 2008. 
 
Individuals Responsible for Ensuring CAP: 
 
• Service area manager, Child Support Services 
• Administrative assistant, Child Support Services 
 
Planned Completion Date for CAP: 
 
December 18, 2008 
 
Finding CF 08-3 — Hennepin County Medical Center (HCMC) — Noncompliance With Subrecipient 
Monitoring Requirements 
 
Auditee Corrective Action Plan (CAP) 
 
See Finding IC 08-7. 
 
Finding CF 08-4 — Hennepin County Medical Center (HCMC) — Noncompliance With Reporting 
Requirements 
 
Auditee Corrective Action Plan (CAP) 
 
Action Planned in Response to Finding: 
 
HCMC Action Plan for All Grant Activities: 
HCMC is currently in the process of expanding both its infrastructure and its policies and procedures across the 
complete continuum of grant activities and grant accounting and reporting. This work will include both financial- 
related activities and operational. In addition to new leadership and infrastructure regarding grants, HCMC has 
created a cross-functional work group, facilitated by HCMC’s internal audit provider, to design and implement the 
“future state” of managing and reporting grants and grant activities. Representatives of this work group include 
finance, compliance, key operational leaders, leaders from the newly created Grant Management team, and Internal 
Audit from Hennepin County. The work of this group will include processes to implement action plans to address all 
findings identified during Hennepin County’s most recent Single Audit review and subsequent findings.  
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HCMC Action Plan Specific to Finding CF 08-4: 
The above recommendation will be addressed and implemented through the efforts of the work group. In the interim, 
the following will be included in the work of the HPP Program Manager. The HPP Program Manager will direct HPP 
staff to create a master list of all timeline due dates and document any changes or revisions to the criteria and initial 
the changes documented. All HPP staff will be provided with the most current list. The master list will be reviewed in 
HPP staff meetings on a regular basis.  
 
Individual Responsible for Ensuring CAP: 
 
• HCMC Director of Emergency Preparedness (on behalf of the Grants Workgroup) 
 
Planned Completion Date for CAP: 
 
December 1, 2009 
 
Finding CF 08-5 — Hennepin County Medical Center (HCMC) — Noncompliance With Procurement 
Requirements 
 
Auditee Corrective Action Plan (CAP) 
 
See Finding IC 08-5. 
 
Finding CF 08 - 6 — Overpayment of Child Care Costs 
 
Auditee Corrective Action Plan (CAP) 
 
See Finding IC 08-6. 
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Finding 
Number Name of Program Description of Condition Status of Corrective Action 
IC 07-1 Metropolitan Health 

Plan and Hennepin 
County Medical 
Center — Claims 
Processing 

• MHP — An error had occurred because an 
MHP IT employee overrode the fee 
schedule within the system. It was later 
discovered that there were a number of 
other repricing issues with the potential for 
a material misstatement in the financial 
statements. Claims paid were not properly 
posting to the lag reports in all instances. 
These errors result in the potential for 
inaccurate reports, which also impacts 
claims reserves and other significant 
estimates. The inability to reconcile claim 
payments or to receive accurate claim 
information could result in a material 
misstatement to the financial statements.  

 
• HCMC — A lag in billing of charges in one 

hospital care department during 2007 
resulted in a significant delay in billing and 
recognizing the revenue from these 
charges. 
 

See Finding IC 08-1 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Corrective action has been taken. 

IC 07-2 Metropolitan Health 
Plan and Hennepin 
County Medical 
Center — Account 
Reconciliations and 
Journal Entries 

• MHP — Several adjustments were 
proposed by management well after 
account reconciliations had been 
performed and financial statement 
balances had been provided to the 
auditors. 

  
• HCMC — Management was not reviewing 

journal entries that were posted to the 
general ledger and recommended that 
mitigating controls be put in place. 
Management identified timely account 
reconciliations as one of the controls that 
could mitigate the risk of errors or fraud 
resulting from journal entries not being 
reviewed. In addition, cash and accounts 
receivable had not been reconciled 
consistently during the year. 

 
 

Corrective action has been taken. 

 
(Continued) 
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Finding 
Number Name of Program Description of Condition Status of Corrective Action 
IC 07-3 Department of Health 

and Human Services 
— State Administrative 
Matching Grants for 
Food Stamp Program, 
CFDA No. 10.561, and 
Temporary Assistance 
for Needy Families, 
CFDA No. 93.558 

The Eligibility Support Staff is responsible for 
gathering information from applicants, 
entering applicant information into MAXIS 
and updating this information. In six Food 
Stamp cases of 23 subjected to testing, 
information was not properly entered or 
updated in a timely manner. While two of the 
six errors noted did not affect benefits, four of 
the errors did affect benefits. In one TANF 
case of 12 subjected to testing, information 
was not properly updated in MAXIS by 
Eligibility Support Staff. This error resulted in 
an overpayment of benefits. 
 

Corrective action has been taken. 

CF 07-1 Department of Health 
and Human 
Services — CFDA No. 
93.558, Temporary 
Assistance for Needy 
Families (TANF) 
 

For one of 35 total case files tested, the IV-D 
notice to a recipient for a 30 percent sanction 
was placed into effect two months late.  

Corrective action has been taken. 

CF 07-2 United States 
Department of 
Agriculture — CFDA 
No. 10.557, Special 
Supplemental Nutrition 
Program for Women, 
Infants, and Children 
(WIC) 
 

In one case of 12 total case files tested, an 
update for proof of residency was not 
obtained before further coupons were issued. 
In another case, we were unable to verify 
“Proof of Income” because of a deficiency in 
the state’s CHIP software system. 
 

Corrective action has been taken. 

 




