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Phone (701)328-2241
Fax (701)328-1406

STATE AUDITOR
ROBERT R. PETERSON

STATE OF NORTH DAKOTA

OFFICE OF THE STATE AUDITOR
STATE CAPITOL
600 E. BOULEVARD AVENUE — DEPT 117
BISMARCK, NORTH DAKOTA 58505

March 26, 2015

Honorable Jack Dalrymple Members of the Legislative Assembly
Governor, State of North Dakota of the State of North Dakota

We are pleased to submit the single audit of the State of North Dakota, covering the fiscal years
ended June 30, 2014 and 2013.

This report complies with the State’s audit requirements, including those placed upon the State
as a condition for the receipt of federal funds for fiscal years 2014 and 2013. The audit meets
the requirements of Chapter 54-10 of the North Dakota Century Code, the Single Audit Act
Amendments of 1996, and the U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-profit Organizations.

We issued separate reports on the State of North Dakota’s financial statements for fiscal years
2014 and 2013. These reports are included in the State of North Dakota’s Comprehensive
Annual Financial Report issued under separate cover for each of the two fiscal years ended
June 30, 2014 and 2013, and are available upon request.

Respectfully submitted,

Robert R. Peterson
State Auditor
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STATE OF NORTH DAKOTA

OFFICE OF THE STATE AUDITOR
STATE CAPITOL
600 E. BOULEVARD AVENUE - DEPT. 117
BISMARCK, NORTH DAKOTA 58505

Internal Control and Compliance

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

The Honorable Jack Dalrymple, Governor Members of the Legislative Assembly
of the state of North Dakota of the state of North Dakota

Ms. Pam Sharp, CPA, Director
Office of Management and Budget

We have audited, in accordance with auditing standards general 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, 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 of
North Dakota as of and for the year ended June 30, 2014 and 2013, and the related notes to the
financial statements, which collectively comprise the state’s basic financial statements and have
issued our report thereon dated December 17, 2014 and December 17, 2013, respectively.

Our report includes a reference to other auditors who audited the following entities, as described
in our report on the state of North Dakota’s financial statements:

Bank of North Dakota Job Service North Dakota

Beginning Farmer Revolving Loan Fund Mandan Remediation Trust

Building Authority PACE and AG PACE Funds

College SAVE Public Employees Retirement System
Community Water Facility Loan Fund Rebuilders Loan Program
Department of Trust Lands Retirement and Investment Office
Guaranteed Student Loan Program State Fair Association

Housing Finance Agency Student Loan Trust

Housing Incentive Fund Workforce Safety and Insurance

All Discretely Presented Component Units

This report does not include the results of the other auditors’ testing of internal control over
financial reporting or compliance and other matters that are reported on separately by those



auditors. Further, any Federal financial assistance received by those entities is reported
separately and is not included in the State of North Dakota’s schedule of expenditures of federal
awards. The financial statements of the North Dakota University System’s foundations, that are
discretely presented component units, were not audited in accordance with Government
Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the state of North
Dakota’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the state of North Dakota’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the state of North Dakota’s internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as described in the accompanying
schedule of financial statement findings, we identified certain deficiencies in internal control that
we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control 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 and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. We consider the deficiency reported in the
accompanying schedule of financial statement findings as item F13-1 to be a material weakness.

A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in the accompanying schedule of
financial statement findings as items F13-2, F13-3, F14-1 and F14-2 to be significant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the state of North Dakota’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.

State of North Dakota’s Response to Findings

The state of North Dakota’s response to the findings identified in our audit is described in the
accompanying schedule of findings, recommendations, and management response. The state of
North Dakota’s response was not subjected to the auditing procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on them.



Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Robert R. Peterson Edwin J. Nagel, Jr., CPA
State Auditor Director

Bismarck, North Dakota

December 17, 2014
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INDEPENDENT AUDITOR’'S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Honorable Jack Dalrymple Members of the Legislative Assembly
Governor, State of North Dakota of the State of North Dakota

Report on Compliance for Each Major Federal Program

We have audited the State of North Dakota’s compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a
direct and material effect on each of the State of North Dakota’s major Federal programs for the
years ended June 30, 2014 and 2013. The State of North Dakota’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings
and questioned costs.

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

Auditor Responsibility

Our responsibility is to express an opinion on compliance for each of the State of North Dakota’s
major federal programs based on our audit of the types of compliance requirement referred to
above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
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 State of North
Dakota’'s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.



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

Basis for Qualified Opinion on Medicaid Cluster

As described in findings 2014-002, 2014-003, and 2014-004 in the accompanying schedule of
findings and questioned costs, the State of North Dakota did not comply with requirements
regarding special tests and provisions-utilization control and program integrity that are
applicable to the Medicaid Cluster. Compliance with such requirements is necessary, in our
opinion, for the State of North Dakota to comply with the requirements applicable to that
program.

Qualified Opinion on Medicaid Cluster

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion
paragraph, the State of North Dakota complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on the
Medicaid Cluster for the years ended June 30, 2014 and 2013.

Unmodified Opinion on Each of the Other Major Federal Programs

In our opinion, the State of North Dakota complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each
of its other major federal programs identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs for the years ended June 30, 2014
and 2013.

Other Matters

The results of our auditing procedures disclosed other instances of noncompliance, which are
required to be reported in accordance with OMB Circular A-133 and which are described in the
accompanying schedule of findings and questions costs as items 2014-001, 2014-005,
2014-006, 2014-007, 2014-008, 2014-009, 2014-012, 2014-013, 2014-014, 2014-015,
2014-018, 2014-019, 2014-020, 2014-022, 2014-023, 2014-024, 2014-026, 2014-027,
2014-028, 2014-029, 2014-030, 2014-031, 2014-032, 2014-033, 2014-034, 2014-035,
2014-036, 2014-037, 2014-038, 2014-039, 2014-040, 2014-041, 2014-042, 2014-043,
2014-044, 2014-045, 2014-046, 2014-047, 2014-048, 2014-049, 2014-050, 2014-051, and
2014-053. Our opinion on each major federal program is not modified with respect to these
matters.

The State of North Dakota’s response / Corrective Action Plan to the noncompliance findings
identified in our audit are described in the accompanying schedule of findings and questioned
costs. The State of North Dakota’s response was not subject to the auditing procedures applied
in the audit of compliance and, accordingly, we express no opinion on the response.



Report on Internal Control Over Compliance

Management of the State of North Dakota is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to
above. In planning and performing our audit of compliance, we considered the State of North
Dakota’s internal control over compliance with the type of requirements that could have a direct
and material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for
each major federal program and to test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of the State of North Dakota’s internal control over compliance. Accordingly, we
do not express an opinion on the effectiveness of the State of North Dakota’s internal control
over compliance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, as
discussed below, we identified certain deficiencies in internal control over compliance that we
consider to be material weaknesses and significant deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected,
on a timely basis. We consider the deficiencies in internal control over compliance described in
the accompanying schedule of findings and questioned costs as items 2014-002, 2014-003, and
2014-005 to be material weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a
federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance. We
consider the deficiencies in internal control over compliance described in the accompanying
schedule of findings and questioned costs as items 2014-001, 2014-007, 2014-009, 2014-010,
2014-011, 2014-012, 2014-013, 2014-015, 2014-016, 2014-017, 2014-018, 2014-019,
2014-020, 2014-021, 2014-022, 2014-023, 2014-024, 2014-025, 2014-028, 2014-030,
2014-031, 2014-032, 2014-034, 2014-036, 2014-038, 2014-039, 2014-040, 2014-041,
2014-042, 2014-043, 2014-044, 2014-045, 2014-046, 2014-047, 2014-048, 2014-049,
2014-050, 2014-051, 2014-052, and 2014-053 to be significant deficiencies.

The State of North Dakota’s response / Corrective Action Plan to the internal control over
compliance findings identified in our audit are described in the accompanying schedule of
findings and questioned costs as. The State of North Dakota’s response was not subjected to
the auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.



The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133
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 for the State of North Dakota as of and for the years
ended June 30, 2014 and 2013, and the related notes to the financial statements, which
collective comprise the State of North Dakota’'s basic financial statements. We issued our
report thereon dated December 17, 2014 and December 17, 2013, respectively, which
contained an unmodified opinion on those financial statements. Our audit was conducted for
the purpose of forming an opinion on the financial statements that collectively comprise the
basic financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by OMB Circular A-133 and is not a
required part of the financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used
to prepare the basic financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the basic financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the schedule of expenditure of federal
awards is fairly stated in all material respects in relation to the basic financial statements as a
whole.

Robert R. Peterson Edwin J. Nagel, Jr., CPA
State Auditor Director

Bismarck, North Dakota

March 26, 2015
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STATE OF NORTH DAKOTA
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Fiscal Years Ended June 30, 2014 and 2013

NOTE 1. PURPOSE OF THE SCHEDULE

The Schedule of Expenditures of Federal Awards (Schedule) is a supplementary schedule to the
State’s basic financial statements (BFS) and is presented for the purposes of additional analysis.
The Schedule is required by Office of Management and Budget (OMB) Circular A-133, Audits of
State and Local Governments, and Non-Profit Organizations.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Presentation

Federal Financial Assistance — Pursuant to the Single Audit Act of 1984 (Public Law 98-502), the
Single Audit Act Amendments of 1996 (Public Law 104-156), and OMB Circular A-133, federal
financial assistance is defined as assistance provided by a federal agency, either directly or
indirectly, that non-federal entities receive or administer, in the form of grants, contracts,
cooperative agreements, loans, loan guarantees, property interest subsidies, insurance, or direct
appropriations. Accordingly, nonmonetary federal assistance, including food commodities, food
stamps, vaccines, and donated surplus property is included in federal financial assistance and,
therefore, is reported on the Schedule. Federal financial assistance does not include direct
federal cash assistance to individuals. Contracts between the state and federal government for
which the federal government procures tangible goods or services are not considered to be
federal financial assistance.

Catalog of Federal Domestic Assistance — OMB Circular A-133 requires the Schedule to show
the total expenditures for each of the State’s federal financial assistance programs as identified
in the Catalog of Federal Domestic Assistance (CFDA). The CFDA is a government-wide
compendium of individual federal programs. Federal financial assistance programs that have not
been assigned a CFDA number are indicated using the federal agency’s two digit code as the
prefix and three X’s as the suffix (e.g. 10.XXX is a grant from the USDA).

Clusters of Programs — Closely related programs with different CFDA numbers that share
common compliance requirements are to be considered a cluster of programs. The only program
clusters presented on the Schedule are those mandated by OMB in the Circular A-133,
Compliance Supplement.

B. Type A and Type B Programs

The Single Audit Act Amendments of 1996 and OMB Circular A-133 establish the levels of
expenditures to be used in defining Type A and Type B federal financial assistance programs.
Type A assistance programs for the State of North Dakota are those programs that exceeded
$9,652,469 in federal expenditures, distributions, or issuances for the two-year period ended
June 30, 2014.
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For the Fiscal Years Ended June 30, 2014 and 2013

C. Reporting Entity

The Schedule includes all federal financial assistance programs administered by those State
departments and entities included in the State’s Comprehensive Annual Financial Report, except
the departments audited by independent public accounting firms that file their own single audit
with the federal clearinghouse. The departments not included in the Schedule are: Housing and
Finance, Bank of North Dakota, Job Service North Dakota, Guaranteed Student Loan, Student
Loan Trust, and Public Finance Authority.

D. Basis of Accounting

Federal financial assistance expenditures included in the Schedule are reported using the
modified accrual basis of accounting, except for the following: colleges, universities, and
enterprise entities reported expenditures on the accrual basis; the Department of Human
Services, Department of Public Instruction, Division of Emergency Services, Office of the
Governor, Secretary of State, Information Technology Department, State Library, Veterans’
Home, Insurance Department, Department of Agriculture, State Historical Society, and Council
on the Arts reported expenditures on the cash basis; and the Health Department reported
expenditures on the cash basis plus accrued payroll and accrued indirect costs.

Indirect Costs — The Schedule includes a portion of costs associated with general activities which
are allocated to federal financial assistance programs under negotiated indirect cost rates or cost
allocation plans.

Matching Costs — The Schedule does not include matching expenditures.

Nonmonetary Assistance — The Schedule contains values for several nonmonetary assistance
programs. The Commodities and Vaccine programs are presented at the federally assigned
values of the products distributed by the state. The Surplus Property program is presented at the
fair market value of property received. The fair market value was estimated to be 23.3% of the
property’s original federal acquisition value.

Loan and Loan Guarantee Programs — Information on federal loan and federal loan guarantee
programs is included in the Notes to the Schedule instead of on the Schedule itself.

Federal Transactions Between State Entities — Some state entities transfer federal assistance to
other state entities (i.e., a pass-through of funds by the primary recipient state entity to a
subrecipient state entity). In this case, the expenditures are recognized by the primary state entity
on the Schedule of Expenditures of Federal Awards. Purchases of services between state entities
using federal moneys are reported as expenditures by the purchasing entity and as revenues for
services rendered by the providing entity.
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Supplemental Nutrition Assistance Program (SNAP) Expenditures — The Supplemental Nutrition
Assistance Program (SNAP) is presented at the dollar value of food stamp electronic benefit
transfers authorized and used by recipients.

NOTE 3. NONMONETARY ASSISTANCE INVENTORY

As described previously in Note 2, nonmonetary assistance is reported in the Schedule based on
the amount disbursed. At June 30, 2014 and 2013, the inventory balances of nonmonetary
assistance were as follows:

Nonmonetary Assistance June 30, 2014 June 30, 2013
Food Commodities $ 1,124,622 % 1,236,641
Donated Surplus Property 3,712,667 2,840,585
Vaccines 1,807,194 1,807,244
Total Inventory Balance $ 6,644,483 $ 5,884,470

NOTE 4. LOAN PROGRAMS

The state administers two loan programs with continuing compliance requirements other than
Student Financial Aid. At June 30, 2014 and 2013, the amount of loans receivable for each loan
program were as follows:

Loan Program CFDA # FY14 FY13

Community Development Block Grants/State's Program 14.228 $ 6,039,933 $ 7,005,615

HOME Investment Partnerships Program 14.239 1,781,925 1,804,538
Total Loans Receivable $ 7,821,858 $ 8,810,153

NOTE 5. STUDENT FINANCIAL AID PROGRAMS

Expenditures as included on the Schedule of Expenditures of Federal Awards for student financial
assistance programs include refunds to grantors, administrative expenses, collection costs,
litigation costs, etc.

Advances to students, loans receivable, and federal capital contributions for applicable loan
programs for the fiscal years ended June 30, 2014 and 2013 are identified below:

CFDA
DESCRIPTION # FY14 FY13
LOAN ADVANCES:
Health Professions Student Loan Program including
Primary Care/Loans for Disadvantaged Students 93.342 % 55,009 $ 58,950
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Nursing Student Loan Program 93.364 442,791 437,677
Nursing Faculty Loan Program 93.264 15,506 34,672
Federal Direct Student Loans 84.268 171,651,857 177,340,643
Federal Perkins Loan Program 84.038 4,928,776 3,803,498

TOTAL ADVANCES $ 177,093,939 $ 181,675,440
LOANS RECEIVABLE:
Health Professions Student Loan Program including

Primary Care/Loans for Disadvantaged Students 93.342 % 532,133 $ 527,590
Nursing Student Loan Program 93.364 2,872,717 2,966,462
Nursing Faculty Loan Program 93.264 153,840 143,072
Federal Direct Student Loans 84.268 - -
Federal Perkins Loan Program 84.038 35,087,247 35,391,429

TOTAL LOANS RECEIVABLE $ 38,645,937 $ 39,028,553
FEDERAL CAPITAL CONTRIBUTIONS:
Health Professions Student Loan Program including

Primary Care/Loans for Disadvantaged Students 93342 % - $ -
Nursing Student Loan Program 93.364 25,092 7,098
Nursing Faculty Loan Program 93.264 - -
Federal Direct Student Loans 84.268 - -
Federal Perkins Loan Program 84.038 - -

TOTAL CAPITAL CONTRIBUTIONS $ 25,092 $ 7,098

Loan advances represent new loans made directly by the institution for the Perkins, Nursing, and
Health Professions loan programs. The colleges and universities are responsible for completing
portions of the loan application, verifying student eligibility, filing enrollment verification reports,
refunding money to lenders, and disbursing loan checks received from the lending institutions for
Federal Family Education Loans.

Loans receivable are shown at gross and are derived from the financial records of the applicable
college or university.

Federal capital contributions represent new federal funds received during the appropriate fiscal
year and are derived from the financial records of the applicable college or university.

NOTE 6. SUBRECIPIENTS

State agencies administer a number of federal grants that in part or whole are provided to
subrecipients. The amounts provided to subrecipients by state agencies are shown below by
program title, federal agency, CFDA number, and year:
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Federal CFDA
Program Title Agency Number 2014 2013
Agricultural Research - Basic and Applied
Research USDA 10.001 $ 6,634
Specialty Crop Block Grant Program - Farm Bill USDA 10.170 293,336 246,537
Organic Certification Cost Share Programs USDA 10.171 101,240
Grants for Agricultural Research, Special
Research Grants USDA 10.200 107,798 217,698
Higher Education - Institution Challenge Grants
Program USDA 10.217 11,579
Integrated Programs USDA 10.303 201,581
Agriculture and Food Research Initiative (AFRI) USDA 10.310 680,995 974,569
Farm Business Management and Benchmarking
Competitive Grants Program USDA 10.319 264,443 48,047
Cooperative Extension Service USDA 10.500 5,013
School Breakfast Program USDA 10.553 4,501,439 4,299,361
National School Lunch Program USDA 10.555 20,873,278 19,534,171
Special Milk Program for Children USDA 10.556 22,549 24,306
Special Supplemental Nutrition Program for
Women, Infants, and Children USDA 10.557 3,062,562 3,029,724
Child and Adult Care Food Program USDA 10.558 9,957,597 9,930,677
Summer Food Service Program for Children USDA 10.559 480,049 446,708
State Administrative Matching Grants for the
Supplemental Nutrition Assistance Program USDA 10.561 51,947 66,545
Commodity Supplemental Food Program USDA 10.565 579,271 652,266
Food Distribution Program on Indian
Reservations USDA 10.567 3,921,610 3,635,007
Emergency Food Assistance Program
(Administrative Costs) USDA 10.568 5,658 45,218
Emergency Food Assistance Program (Food
Commodities) USDA 10.569 376,993 439,453
Team Nutrition Grants USDA 10.574 19,039 63,500
Fresh Fruit and Vegetable Program USDA 10.582 1,708,166 1,651,467
Cooperative Forestry Assistance USDA 10.664 646,725 526,728
Schools and Roads - Grants to States USDA 10.665 381 630
Forest Health Protection USDA 10.680 18,523 6,106
Environmental Quality Incentives Program USDA 10.912 88,532 7,227
Economic Development - Technical Assistance DOC 11.303 3,418 70,160
Applied Meteorological Research DOC 11.468 34,186
Payments to States in Lieu of Real Estate Taxes DOD 12.112 106,475
Basic and Applied Scientific Research DOD 12.300 477,346
Military Medical Research and Development DOD 12.420 9,844 374,516
Basic Scientific Research DOD 12.431 37,415 549,824
Community Development Block Grants/State's
program and Non-Entitlement Grants in Hawaii HUD 14.228 6,062,179 7,825,665
Emergency Solutions Grant Program HUD 14.231 473,255 474,580
Shelter Plus Care HUD 14.238 235,584 159,272
HOME Investment Partnerships Program HUD 14.239 1,948,341 2,406,836
ARRA - Homelessness Prevention and Rapid
Re-Housing Program (Recovery Act Funded) HUD 14.257 22,053
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Distribution of Receipts to State and Local
Governments

Flood Control Act Lands

Late Disbursement Interest

Minerals Leasing Act

Sport Fish Restoration Program

Wildlife Restoration and Basic Hunter Education
Enhanced Hunter Education and Safety Program
State Wildlife Grants

Migratory Bird Joint Ventures

Outdoor Recreation - Acquisition, Development
and Planning

Sexual Assault Services Formula Program
Juvenile Accountability Block Grants

Juvenile Justice and Delinquency Prevention -
Allocation to States

Missing Children's Assistance

Crime Victim Compensation

Violence Against Women Formula Grants
Project Safe Neighborhoods

Public Safety Partnership and Community
Policing Grants

Edward Byrne Memorial Justice Assistance Grant
Program

ARRA - Recovery Act - Edward Byrne Memorial
Justice Assistance Grant (JAG) Program/ Grants
to States and Territories

Second Chance Act Reentry Initiative

Senior Community Service Employment Program
Incentive Grants - WIA Section 503

Mine Health and Safety Grants

ARRA - Highway Planning and Construction
Highway Planning and Construction
Recreational Trails Program

Federal Transit - Capital Investment Grants
Metropolitan Transportation Planning and State
and Non-Metropolitan Planning and Research
ARRA - Formula Grants for Rural Areas

Formula Grants for Rural Areas

Enhanced Mobility of Seniors and Individuals with
Disabilities

Job Access And Reverse Commute Program
New Freedom Program

State and Community Highway Safety

Alcohol Impaired Driving Countermeasures
Incentive Grants |

Incentive Grant Program to Increase Motorcyclist
Safety

University Transportation Centers Program

DOl
DOl
DOl
DOl
DOl
DOI
DOl
DOl
DOl

DOI
DOJ
DOJ

DOJ
DOJ
DOJ
DOJ
DOJ

DOJ

DOJ

DOJ
DOJ
DOL
DOL
DOL
DOT
DOT
DOT
DOT

DOT
DOT
DOT

DOT
DOT
DOT
DOT
DOT

DOT
DOT
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15.227
15.433
15.436
15.437
15.605
15.611
15.626
15.634
15.637

15.916
16.017
16.523

16.540
16.543
16.576
16.588
16.609

16.710

16.738

16.803
16.812
17.235
17.267
17.600
20.205
20.205
20.219
20.500

20.505
20.509
20.509

20.513
20.516
20.521
20.600

20.601

20.612
20.701

4,091
45,533,606
74
24,843,245
588,114
583,953
91,369
237,402

278,574
226,304
108,438

600,000
193,248
1,097,804
693,341

14,864

138,667

75,063
319,981
8,469
20,745

7,879,134
293,994
47,800
2,425,718
4,023,840
626,940
262,522
146,116
404,246
538,832

36,705
1,856,291

6,201
23,634,710
157
14,289,813
1,256,869
636,528

398,498
33,874

130,779
174,753
140,827

400,000
10,942
1,203,679
731,497
23,705

277,933

246,514
177,669
520,977
127,793

67,249
21,704,836
308,254
739,598

2,101,020
213,429
3,938,221

120,600
344,067
251,815
351,807

529,954

107,994
804,326
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NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Fiscal Years Ended June 30, 2014 and 2013

Interagency Hazardous Materials Public Sector

Training and Planning Grants DOT 20.703 116,945 76,694
National Infrastructure Investments DOT 20.933 7,336,370 2,663,630
Accelerated Safety Activity Program DOT 20.XXX 235
Helicopter Lighting System DOT 20.XXX 58,500

Science NASA 43.001 95,627

Climate Change Communications: Engineering,

Environmental Science, and Education(C3E3) NASA 43 . XXX 1,930
Communicating Climate Change NASA 43 XXX 4,904 2,457
Integrated Strategies for the Human Exploration

of the Moon and Mars NASA 43 . XXX 8,836 35,087
North Dakota NASA Space Grant Consortium FY

2010-2014 NASA 43. XXX 12,562

Research Opportunities in Space and Earth

Sciences - 2009 NASA 43 XXX 10,153

Upper Midwest Aerospace Consortium NASA 43 . XXX 69,997 134,946
Promotion of the Arts - Partnership Agreements NEA 45.025 563,045

Mathematical and Physical Sciences NSF 47.049 48,471
Computer and Information Science and

Engineering NSF 47.070 3,914
Biological Sciences NSF 47.074 7,039 542,125
Social, Behavioral, and Economic Sciences NSF 47.075 18,910

Education and Human Resources NSF 47.076 45,007 23,130
Polar Programs NSF 47.078 19,636

Office of Experimental Program to Stimulate

Competitive Research NSF 47.081 681,490 603,946
ARRA - Trans-NSF Recovery Act Research

Support NSF 47.082 82,239 522,954
Trans-NSF Recovery Act Research Support NSF 47.082 1,640

Small Business Development Centers SBA 59.037 167,096 93,500
State Clean Diesel Grant Program EPA 66.040 79,862 406,000
Water Quality Management Planning EPA 66.454 5,340 46,664
Nonpoint Source Implementation Grants EPA 66.460 3,495,678 4,249,463
Great Lakes Program EPA 66.469 65,479
Performance Partnership Grants EPA 66.605 58,900 85,605

ARRA - Superfund State, Political Subdivision,
and Indian Tribe Site-Specific Cooperative

Agreements EPA 66.802 15,005
ARRA - State Energy Program DOE 81.041 1,109,479
State Energy Program DOE 81.041 520,240 79,951
ARRA - Weatherization Assistance for Low-

Income Persons DOE 81.042 6,188
Weatherization Assistance for Low-Income

Persons DOE 81.042 200,135 2,426,509
Office of Science Financial Assistance Program DOE 81.049 766,564
ARRA - Renewable Energy Research and

Development DOE 81.087 360,198 132,230
Renewable Energy Research and Development DOE 81.087 51,049 103,048
Fossil Energy Research and Development DOE 81.089 741,397 780,472
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ARRA - Energy Efficiency and Conservation
Block Grant Program (EECBG)

Adult Education - Basic Grants to States

Title | Grants to Local Educational Agencies
Migrant Education - State Grant Program
Special Education - Grants to States

Career and Technical Education - Basic Grants to
States

Fund for the Improvement of Postsecondary
Education

Rehabilitation Services - Vocational Rehabilitation
Grants to States

Independent Living - State Grants

Special Education - Preschool Grants

Safe and Drug-Free Schools and Communities -
State Grants

Education for Homeless Children and Youth
Even Start - State Educational Agencies
Assistive Technology

Twenty-First Century Community Learning
Centers

Educational Technology State Grants

Special Education - State Personnel
Development

Rural Education

English Language Acquisition State Grants
Improving Teacher Quality State Grants

Grants for State Assessments and Related
Activities

School Improvement Grants

ARRA - Education Technology State Grants,
Recovery Act

ARRA - School Improvement Grants, Recovery
Act

ARRA - Title | Grants to Local Educational
Agencies, Recovery Act

Special Programs for the Aging - Title Ill, Part B -
Grants for Supportive Services and Senior
Centers

Special Programs for the Aging - Title Ill, Part C -
Nutrition Services

Public Health Emergency Preparedness
Affordable Care Act (ACA) Personal
Responsibility Education Program

Maternal and Child Health Federal Consolidated
Programs

Oral Diseases and Disorders Research

Injury Prevention and Control Research and State
and Community Based Programs

Rural Health Research Centers

DOE
ED
ED
ED
ED

ED
ED
ED
ED
ED
ED
ED
ED
ED

ED
ED

ED
ED
ED
ED

ED
ED

ED

ED

ED

HHS

HHS
HHS

HHS

HHS
HHS

HHS
HHS
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81.128
84.002
84.010
84.011
84.027

84.048
84.116
84.126
84.169
84.173
84.186
84.196
84.213
84.224

84.287
84.318

84.323
84.358
84.365
84.367

84.369
84.377

84.386

84.388

84.389

93.044

93.045
93.069

93.092

93.110
93.121

93.136
93.155

377,515
31,911,802
245,953
23,385,507

2,103,244

61,888
352,952
638,893
110,890
435,863

4,333,338

91,906

37,989

357,311
9,717,514

1,252,701

280,046
1,863,853

183,199

24,244

57,523
243,645

1,313,602
509,118
34,664,385
284,166
25,181,822

2,581,186
8,802
64,188
277,308
758,647
6,993
107,999
91,166
467,087

4,712,021
348,698

31,314
85,487
353,483
10,525,012

500
1,730,127

93,168
1,422,674

1,636,979

158,279

2,699,695
92,303

150,122
41,098

62,750
104,178
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Grants to States for Loan Repayment Program HHS 93.165 109,578

Family Planning - Services HHS 93.217 592,451 676,999
Development and Coordination of Rural Health

Services HHS 93.223 198,863 173,206
Affordable Care Act (ACA) Abstinence Education

Program HHS 93.235 8,755

Grants to States to Support Oral Health

Workforce Activities HHS 93.236 25,399 181,200
State Rural Hospital Flexibility Program HHS 93.241 302,520 352,539
Immunization Cooperative Agreements HHS 93.268 7,568,629 7,400,149
Alcohol Research Programs HHS 93.273 158,070
Drug Abuse and Addiction Research Programs HHS 93.279 27,322 22,947
Centers for Disease Control and Prevention -

Investigations and Technical Assistance HHS 93.283 325,434 335,440
Small Rural Hospital Improvement Grant Program HHS 93.301 247,067 228,253

The Affordable Care Act: Building Epidemiology,

Laboratory, and Health Information Systems

Capacity in the Epidemiology and Laboratory

Capacity for Infectious Disease (ELC) and

Emerging Infections Program (EIP) Cooperative

Agreements;PPHF HHS 93.521 19,016 9,608
The Patient Protection and Affordable Care Act of

2010 (Affordable Care Act) authorizes

Coordinated Chronic Disease prevention and

Health Promotion Program HHS 93.544 5,000

Promoting Safe and Stable Families HHS 93.556 276,830
Temporary Assistance for Needy Families HHS 93.558 4,016,929 5,651,309
Child Support Enforcement HHS 93.563 133,453 130,356
Refugee and Entrant Assistance - State

Administered Programs HHS 93.566 560,976 446,591
Low-Income Home Energy Assistance HHS 93.568 5,084 148,868
Community Services Block Grant HHS 93.569 3,134,829 3,175,227
Child Care and Development Block Grant HHS 93.575 1,877,036 1,208,562
Refugee and Entrant Assistance - Discretionary

Grants HHS 93.576 87,522 116,341
Community-Based Child Abuse Prevention

Grants HHS 93.590 115,962
Child Care Mandatory and Matching Funds of the

Child Care and Development Fund HHS 93.596 637,884 544,244
Developmental Disabilities Basic Support and

Advocacy Grants HHS 93.630 221,055 332,065

University Centers for Excellence in
Developmental Disabilities Education, Research,

and Service HHS 93.632 10,215
Children's Justice Grants to States HHS 93.643 25,892
Stephanie Tubbs Jones Child Welfare Services

Program HHS 93.645 151,135
Social Services Research and Demonstration HHS 93.647 57,697 40,410
Foster Care - Title IV-E HHS 93.658 3,530,900 3,417,404
Adoption Assistance HHS 93.659 58,273 52,720
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Family Violence Prevention and
Services/Domestic Violence Shelter and
Supportive Services

Chafee Foster Care Independence Program
PPHF Cooperative Agreement to Support
Navigators in Federally-facilitated and State
Partnership Exchanges

Children's Health Insurance Program
Medicaid Infrastructure Grants To Support the
Competitive Employment of People with
Disabilities

Medical Assistance Program

Diabetes, Digestive, and Kidney Diseases
Extramural Research

Allergy, Immunology and Transplantation
Research

Biomedical Research and Research Training
National Bioterrorism Hospital Preparedness
Program

Cooperative Agreements to Support
Comprehensive School Health Programs to
Prevent the Spread of HIV and Other Important
Health Problems

Assistance Programs for Chronic Disease
Prevention and Control

Block Grants for Community Mental Health
Services

Health Professions Recruitment Program for
Indians

Preventive Health Services - Sexually
Transmitted Diseases Control Grants
Preventive Health and Health Services Block
Grant

Maternal and Child Health Services Block Grant
to the States

AmeriCorps

High Intensity Drug Trafficking Areas Program
Boating Safety Financial Assistance

Flood Mitigation Assistance

Disaster Grants - Public Assistance
(Presidentially Declared Disasters)

Hazard Mitigation Grant

Emergency Management Performance Grants
Pre-Disaster Mitigation

Emergency Operations Center

Interoperable Emergency Communications
Homeland Security Grant Program

HHS
HHS

HHS
HHS

HHS
HHS
HHS

HHS
HHS

HHS

HHS
HHS
HHS
HHS
HHS
HHS

HHS
CNCS
EOP
DHS
DHS

DHS
DHS
DHS
DHS
DHS
DHS
DHS
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93.671
93.674

93.750
93.767

93.768

93.778

93.847

93.855
93.859

93.889

93.938

93.945

93.958

93.970

93.977

93.991

93.994
94.006
95.001
97.012
97.029

97.036
97.039
97.042
97.047
97.052
97.055
97.067

679,921 717,528
447,302

150,106
44,167 60,043
2,416
120,602 83,833
49,312 12,599

3,704
390,739 398,021
912,575 991,099
30,404

5,000
88,916
80,598 43,498
8,027 7,956
10,737 26,413
697,545 854,183
577,591 438,601
27,108 166,990
29,332 44,197
22,936
36,160,216 49,743,869
12,329,245 2,722,334
1,507,123 1,377,859
26,690
106,403
78,513
3,639,502 5,870,826
$324,894,334 $329,807,273
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Index

PAGE NO.

Section | Summary of Auditors’ Results 2

Section Il Financial Statement Findings &

Section Il Findings and Questioned Costs for Federal Awards 82
CFDA FEDERAL FINDING
STATE AGENCY NUMBER AGENCY NUMBER
Department of Health 93.069 HHS 2014-001
Department of Human Services 93.777/93.778 HHS 2014-002
Department of Human Services 93.777/93.778 HHS 2014-003
Department of Human Services 93.777/93.778 HHS 2014-004
Department of Human Services 93.777/93.778 HHS 2014-005
Department of Human Services 93.777/93.778 HHS 2014-006
Department of Human Services 93.777/93.778 HHS 2014-007
Department of Human Services 93.777/93.778 HHS 2014-008
Department of Human Services 93.777/93.778 HHS 2014-009
Department of Human Services 93.777/93.778 HHS 2014-010
Department of Human Services 93.777/93.778 HHS 2014-011
Department of Human Services 93.777/93.778 HHS 2014-012
Department of Human Services 93.777/93.778 HHS 2014-013
Department of Human Services 93.777/93.778 HHS 2014-014
Department of Human Services 93.575/93.596 HHS 2014-015
Department of Human Services 93.575/93.596 HHS 2014-016
Department of Human Services 93.575/93.596 HHS 2014-017
Department of Human Services 93.575/93.596 HHS 2014-018
Department of Human Services 93.575/93.596 HHS 2014-019
Department of Human Services 93.575/93.596 HHS 2014-020
Department of Human Services 93.575/93.596 HHS 2014-021
Department of Human Services 93.575/93.596/93.044/ HHS 2014-022

93.045/93.053

Department of Human Services 93.767 HHS 2014-023
Department of Human Services 93.767 HHS 2014-024
Department of Human Services 93.568 HHS 2014-025
Department of Human Services 93.658 HHS 2014-026
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Index
Department of Human Services 93.558 HHS 2014-027
Department of Human Services 93.563 HHS 2014-028
Department of Human Services Various Various 2014-029
Department of Public Instruction Various Various 2014-030
Department of Transportation 20.205 DOT 2014-031
Department of Transportation 20.205 DOT 2014-032
Department of Transportation 20.205 DOT 2014-033
Department of Transportation 20.205 DOT 2014-034
Department of Transportation 20.205 DOT 2014-035
Department of Transportation 20.509 DOT 2014-036
Department of Transportation 20.933 DOT 2014-037
Department of Transportation Various Various 2014-038
Game and Fish Department 15.605/15.611 DOl 2014-039
Highway Patrol 20.218 DOT 2014-040
Office of the Adjutant General 97.039/97.036 DHS 2014-041
Office of the Adjutant General 97.067 DHS 2014-042
Office of the Adjutant General 12.401 DOD 2014-043
Office of the Attorney General Various DOJ 2014-044
Office of the State Treasurer 15.433/15.437 DOI 2014-045
Bismarck State College/Dakota Various ED 2014-046

College at Bottineau/Dickinson
State University/Minot State
University/North Dakota State
School of Science/North Dakota
State University/Valley City State
University/Williston State College
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Index
Bismarck State College/Dickinson Various ED 2014-047
State University/North Dakota
State School of Science/University
of North Dakota/Williston State
College
Dakota College at Bottineau/ Various ED 2014-048
Williston State College
North Dakota State College of Various ED 2014-049
Science
Williston State College Various ED 2014-050
North Dakota State University 10.001/10.xxx USDA 2014-051
North Dakota State Various Various 2014-052
University
Bismarck State College/Williston Various Various 2014-053

State College/North Dakota State
University/Dickinson State
University/North Dakota State
University Office/Valley City State
University/University of North
Dakota/North Dakota State School
of Science/Lake Region State
College/Minot State
University/Dakota College at
Bottineau/Mayville State University
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SECTION |
SUMMARY OF AUDITORS' RESULTS

Financial Statements

Type of auditors’ report issued: Unmodified

Internal control over financial reporting:

Material weakness(es) identified? Yes
Significant deficiency(ies) identified that are not
considered to be material weakness(es)? Yes

Noncompliance material to financial statements
noted? No

Federal Awards

Internal control over major programs:

Material weakness(es) identified? Yes
Significant deficiency(ies) identified that are not
considered to be material weakness(es)? Yes

Type of auditors’ report issued on compliance for
major programs: Qualified

Any audit findings disclosed that are required to

be reported in accordance with section 510(a)
of Circular A-133? Yes

Identification of major programs:

CFEDA Number(s) Name of Federal Program or Cluster

10.551/10.561 SNAP Cluster

10.553/10.555/10.556/  Child Nutrition Cluster

10.559

10.557 Special Supplemental Nutrition Program for Women, Infants, and
Children

10.558 Child and Adult Care Food Program

10.567 Food Distribution Program on Indian Reservations
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CFEDA Number(s)

12.401

14.228/14.255
15.433

15.437
15.605/15.611
16.738/16.803
20.205/20.219
20.218

20.933

66.460

84.181

84.367
93.044/93.045/93.053
93.069

93.268
93.558/93.714
93.563
93.575/93.596/93.713
93.658

93.719
93.777/93.778
93.767

93.959

97.036

97.039
97.067

Name of Federal Program or Cluster

National Guard Military Operations and Maintenance (O&M)
Projects

CDBG - State-Administered CDBG Cluster

Flood Control Act Lands

Mineral Leasing Act

Fish and Wildlife Cluster

JAG Program Cluster

Highway Planning and Construction Cluster
National Motor Carrier Safety

National Infrastructure Investments

Nonpoint Source Implementation Grants

Special Education-Grants for Infants and Families
Improving Teacher Quality State Grants

Aging Cluster

Public Health Emergency Preparedness
Immunization Cooperative Agreements

TANF Cluster

Child Support Enforcement

CCDF Cluster

Foster Care — Title IV-E

ARRA — State Grants to Promote Health Information Technology
Medicaid Cluster

Children’s Health Insurance Program

Block Grants for Prevention and Treatment of Substance Abuse

Disaster Grants — Public Assistance (Presidentially Declared
Disasters)

Hazard Mitigation Grant

Homeland Security Grant Program
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CFEDA Number(s) Name of Federal Program or Cluster

84.007/84.033/84.037/ Student Financial Assistance Cluster
84.038/84.063/84.268/

84.375/84.376/84.379/

93.264/93.364/93.342/

93.407/93.925

R&D Research and Development Cluster

Dollar threshold used to distinguish between Type A and Type B programs: $9,652,469

Auditee qualified as a low risk auditee? No
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SECTION I
FINANCIAL STATEMENT FINDINGS

FINDING NUMBER: F13-1

Lack of Controls Over Financial Statement Adjustments

Condition:

The Office of Management and Budget does not have adequate internal control to ensure
adjustments being made to the financial statements contained in the Comprehensive Annual
Financial Report (CAFR) are proper. Errors in adjustments made to the fund financial
statements totaled $54.2 million. Errors in adjustments made to the government-wide financial
statements totaled $26.6 million.

Effect:
The financial statements are at risk of being misstated.

Cause:
Due to time constraints in producing the CAFR, adjustments are not always thoroughly
investigated.

Criteria:

Review and approval procedures are identified as important controls by COSO (Internal Control
— Integrated Framework by the Committee of Sponsoring Organization of the Treadway
Commission).

Recommendation:

We recommend the Office of Management and Budget ensure all CAFR adjustments are
adequately reviewed for accuracy and ensure all government-wide adjustments are based off
the most current fund statements.

Views of Responsible Officials / Planned Corrective Actions:

The Office of Management and Budget agrees with the recommendation. We will continue to
work with agencies to receive information in a timely manner, and review legislation to ensure
the appropriate amount of time is available to properly code and review adjustments.

FINDING NUMBER: F13-2 (Prior Audit Finding)

Improper Capital Asset Reporting

Condition:

The Office of Management and Budget (OMB) does not have adequate internal control to
ensure capital assets are properly reported and the Department of Corrections and
Rehabilitation (DOCR) does not have adequate controls in place to ensure proper capitalization
of buildings and proper reporting of construction in progress. Errors were found during the audit
of the 2012 Comprehensive Annual Financial Report (CAFR) on the construction in progress
closing package of DOCR. OMB was notified of these errors and the necessity to follow up to
ensure proper amounts were being reported in 2013, yet every number reported by DOCR on
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the 2013 construction in progress closing package was incorrect as was the amount capitalized
in the PeopleSoft Asset Management system for the one building completed during 2013
(overstated by $8.9 million). The errors in the construction in progress included improper
additions to (understated $14.1 million) and deletions from (overstated $6.6 million) construction
in progress and an incorrect ending balance in construction in progress (overstated by $2.8
million). With the additional information obtained from DOCR to calculate the errors for 2013, it
was noted that additional, undiscovered errors existed in 2012 resulting in a prior period
adjustment to construction in progress of $17.9 million.

Effect:
Capital assets and the related note disclosures are at risk of being misstated.

Cause:
Better training and communication is needed along with clearer reporting guidelines (CAFR
closing packages).

Criteria:

The publication Internal Control — Integrated Framework from the Committee of Sponsoring
Organizations (COSO) of the Treadway Commission includes chapters on information and
communication and control activities that address these areas.

Recommendation:

We recommend the Office of Management and Budget evaluate controls surrounding capital
assets to: 1) improve information and communication, including where necessary, applicable
training covering accounting for building projects as well as proper reporting on closing
packages; and 2) where applicable, add preventative or detective controls as necessary.

We recommend the Department of Commerce and Rehabilitation implement controls to ensure
construction in progress is properly accounted for and reported and capital assets are properly
valued.

Views of Responsible Officials / Planned Corrective Actions:

The Office of Management and Budget agrees with the recommendation. We will continue to
train and communicate with the agencies to ensure closing packages are completed accurately.
We also plan to develop preventative and detective controls for all building projects within the
state.

The Department of Corrections and Rehabilitation concurs with the above recommendation.
Internal controls have been implemented to ensure capital assets are properly reported and
valued.
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FINDING NUMBER: F13-3 (Prior Audit Finding)

Improper Reconciliation of Motor Vehicle Clearing Account

Condition:

The Department of Transportation is not properly reconciling the motor vehicle clearing account.
Monies are transferred to the State Treasurer on a monthly basis, however the Department of
Transportation is unable to completely identify the proper allocation of the remaining funds.
Consequently, monies remain undisbursed from the motor vehicle clearing account each month.

Effect:

Without a proper reconciliation, there is an unacceptably high risk of errors in the management
of the motor vehicle clearing account and monthly transfer to the State Treasurer and related
distributions.

Cause:
The Vehicle Registration and Titling System was not designed to provide the necessary
reconciliations.

Criteria:
Proper reconciliation procedures are identified as critically important controls by COSO (Internal
Control — Integrated Framework by the Committee of Sponsoring Organizations of the

Treadway Commission).

Recommendation:
We recommend the Department of Transportation properly reconcile the motor vehicle clearing
account.

Views of Responsible Officials / Planned Corrective Actions:
NDDOT agrees with the finding and recommendation.

It should be noted that Motor Vehicle management and NDDOT internal staff have reviewed the
collection and deposit activities for the Motor Vehicle Division and have determined that all
revenues received are being deposited into the Motor Vehicle clearing account in the Bank of
North Dakota.

Existing controls as well as controls that have been implemented are designed to ensure
segregation of duties and verification that all funds are properly deposited and accounted for.
Existing controls include the following: Online transactions are automatically deposited into the
Motor Vehicle Clearing account at the Bank of North Dakota. In-house transactions are
reconciled daily to the daily drawer report from the Vehicle Registration Titling System (VRTS).
Motor Carrier funds received in house are reconciled daily to the Commercial Vehicle
Information System Network (CVISN).

Controls that have been implemented include: Each month the Bank of North Dakota clearing
account is reconciled to ensure that proper supporting documentation is attached for all debits
and credits passing through the account during the month. Branch payments are reconciled to
drawer reports from VRTS once received in the Bismarck office. Should Motor Vehicle or Motor
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Carrier drawer report be over/short cash the discrepancy is tracked and reported to the
employee’s supervisor. This ensures that there are no patterns or consistency in the same
individual having discrepancies. Motor Vehicle accounting staff has created a schedule to
conduct random audits of any employee using a cash drawer. Each drawer will be audited once
per quarter to ensure that the drawer is being used for its intended purpose and that all moneys
are accounted for throughout the day.

All funds are properly deposited and accounted for in the clearing account; however, the
problem lies in the fact that the funds are not all being distributed out of the clearing account
and transferred to the ND State Treasurer’s Office for subsequent distribution.

Reconciliation of the motor vehicle clearing account is a very complex undertaking. The primary
system involved in the processing of the related transactions is the Vehicle Titling and
Registration System (VRTS). This system is extremely complex and it is used to process a
multitude of unique transactions that are allocated to many separate funds as directed by our
legislature. The reconciliation problems that have been encountered likely stem from
procedural and/or information technology issues as related to the VRTS system since the VRTS
system was not designed to have a financial reconciliation function. Also, any problems with
distribution may stem from the fact that the current VRTS system is incapable of handling the
complex and multiple distributions required by law.

To attempt to resolve this issue, NDDOT assembled a large, multi-disciplinary task force made
up of individuals with accounting, auditing, Motor Vehicle, and information technology expertise.
This group actively worked on the reconciliation project for more than two years. Each unique
category of transaction was researched, mapped and traced through the VRTS system in a test
environment. As discrepancies were revealed through this process, procedural and/or
information technology solutions were developed, implemented, and further tested to ensure
that a satisfactory solution was put in place.

While the task force identified and resolved several issues affecting the reconciliation, they were
not able to fully reconcile the Motor Vehicle clearing account.

NDDOT addressed the VRTS problems with the 2013 Legislature. It was emphasized that the
VRTS system is approximately 12 years old and has major deficiencies that very significantly
hinder the ability to meet the current Motor Vehicle registration and reporting needs, including
the account reconciliation issue. To address the numerous problems with the VRTS system,
the 2013 Legislature approved a major IT project to replace the system and appropriated
funding for the replacement. Accordingly, the NDDOT efforts to reconcile the clearing account
under the VRTS system have been discontinued and efforts are now focused on obtaining and
implementing a replacement to the VRTS system. One of the requirements for the new system
is that it must fully support reconciliation of all related accounts.
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FINDING NUMBER: F14-1 (Prior Audit Finding)

Improper Reconciliation of Motor Vehicle Clearing Account

Condition:

The Department of Transportation is not properly reconciling the motor vehicle account. Monies
are transferred to the State Treasurer on a monthly basis, but the Department of Transportation
is unable to completely identify the proper allocation of the remaining funds. Consequently,
monies remain undisbursed from the motor vehicle clearing account each month.

Effect:

Without a proper reconciliation, there is an unacceptably high risk of errors in the management
of the motor vehicle clearing account and monthly transfer to the State Treasurer and related
distributions.

Cause:

The Department of Transportation failed to implement this recommendation in the past two
audits as the Vehicle Registration and Titling System (VRTS) was not designed to provide the
necessary reconciliation.

Criteria:
Proper reconciliation procedures are identified as critically important controls by COSO (Internal
Control — Integrated Framework by the Committee of Sponsoring Organizations of the

Treadway Commission).

Recommendation:
We recommend the Department of Transportation implement procedures to properly reconcile
the motor vehicle clearing account.

Views of Responsible Officials / Planned Corrective Actions:
NDDOT agrees with the finding and recommendation.

It should be noted that Motor Vehicle management and NDDOT internal audit staff have
reviewed the collection and deposit activities for the Motor Vehicle Division and have
determined that all revenues received are being deposited into the Motor Vehicle clearing
account in the Bank of North Dakota.

Existing controls as well as controls that have been implemented are designed to ensure
segregation of duties and verification that all funds are properly deposited and accounted for.
Existing controls include the following: Online transactions are automatically deposited into the
Motor Vehicle Clearing account at the Bank of North Dakota. In-house transactions are
reconciled daily to the daily drawer report from the Vehicle Registration Titling System (VRTS).
Motor Carrier funds received in-house are reconciled daily to the Commercial Vehicle
Information System Network (CVISN).

Controls that have been implemented include: Each month the Bank of North Dakota clearing

account is reconciled to ensure that proper supporting documentation is attached for all debits
and credits passing through the account during the month. Branch payments are reconciled to
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drawer reports from VRTS once received in the Bismarck office. Should Motor Vehicle or Motor
Carrier drawer report be over/short cash the discrepancy is tracked and reported to the
employee’s supervisor. This ensures that there are no patterns or consistency in the same
individual having discrepancies. Motor Vehicle accounting staff has created a schedule to
conduct random audits of any employee using a cash drawer. Each drawer will be audited once
per quarter to ensure that the drawer is being used for its intended purpose and that all moneys
are accounted for throughout the day.

All funds are properly deposited and accounted for in the clearing account; however, the
problem lies in the fact that the funds are not all being distributed out of the clearing account
and transferred to the ND State Treasurer’s Office for subsequent distribution.

Reconciliation of the motor vehicle clearing account is a very complex undertaking. The primary
system involved in the processing of the related transactions is the Vehicle Titling and
Registration System (VRTS). This system is extremely complex and it is used to process a
multitude of unique transactions that are allocated to many separate funds as directed by our
legislature. The reconciliation problems that have been encountered likely stem from
procedural and/or information technology issues as related to the VRTS system since the VRTS
system was not designed to have a financial reconciliation function. Also, any problems with
distribution may stem from the fact that the current VRTS system is incapable of handling the
complex and multiple distributions required by law.

To attempt to resolve this issue, NDDOT assembled a large, multi-disciplinary task force made
up of individuals with accounting, auditing, Motor Vehicle, and information technology expertise.
This group actively worked on the reconciliation project for more than two years. Each unique
category of transaction was researched, mapped and traced through the VRTS system in a test
environment. As discrepancies were revealed through this process, procedural and/or
information technology solutions were developed, implemented, and further tested to ensure
that a satisfactory solution was put in place.

While the task force identified and resolved several issues affecting the reconciliation, they were
not able to fully reconcile the Motor Vehicle clearing account.

NDDOT addressed the VRTS problems with the 2013 Legislature. It was emphasized that the
VRTS system is approximately 12 years old and has major deficiencies that very significantly
hinder the ability to meet the current Motor Vehicle registration and reporting needs, including
the account reconciliation issue. To address the numerous problems with the VRTS system,
the 2013 Legislature approved a major IT project to replace the system and appropriated
funding for the replacement. Accordingly, the NDDOT efforts to reconcile the clearing account
under the VRTS system have been discontinued and efforts are now focused on obtaining and
implementing a replacement to the VRTS system. Once of the requirements for the new system
is that it must fully support reconciliation of all related accounts.

NDDOT has entered into a contract with an entity to replace the VRTS system. Work will

commence on the new system in mid-February, 2015. The new system is expected to be
operational by late summer of 2016.
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FINDING NUMBER: F14-2

Taxes Receivable Errors

Condition:

The Office of the State Tax Commissioner’s original taxes receivable closing package was
misstated. Closing package amounts are used by the Office of Management and Budget to
prepare the state’s financial statements.

Effect:
Prior to corrections, taxes receivable were overstated by approximately $28 million and the
allowance for doubtful accounts was overstated by approximately $18 million.

Cause:

Software consultants made last minute changes without notifying the appropriate personnel.
This resulted in some of the amounts included in the taxes receivable balance to include
accounts where payments were received by the Office of State Tax Commissioner on June 30,
2014, and therefore were no longer receivables at fiscal year-end.

Criteria:
The Office of Management and Budget requires closing packages to be in proper order to
accurately prepare the state’s financial statements.

Recommendation:
We recommend the Office of the State Tax Commissioner take steps to insure software
changes are properly implemented and communicated to the necessary personnel.

Views of Responsible Officials / Planned Corrective Actions:

The Office of the State Tax Commissioner provided the Office of Management and Budget an
adjusted taxes receivable closing package in time to be included in the state’s 2014 financial
statements. Procedures when backing out and reinstating program changes for taxes
receivable reports are being updated to ensure changes are properly implemented and
communicated to staff.

81




STATE OF NORTH DAKOTA
SCHEDULE OF FEDERAL FINDINGS AND QUESTIONED COSTS

For Fiscal Years Ended June 30, 2014 and 2013

DEPARTMENT OF HEALTH

Finding 2014-001
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Disease Control and Prevention
CFDA # 93.069
Public Health Emergency Preparedness
Questioned Cost: SO

Condition:
The Health Department, Public Health Emergency Preparedness Program, does not have adequate
subrecipient monitoring procedures. During fiscal year 2013 there were no desk reviews completed and
during fiscal year 2014 one of the nine subrecipients selected for testing did not have a desk review
completed.

Criteria:

The A-133 Compliance Supplement Part 3 states that monitoring activities normally occur throughout the
year and may take various forms such as reviewing financial and performance reports submitted by the
subrecipient.

Cause:
New grants management personnel were unable to locate any documentation pertaining to these
reviews.

Effect:
Subrecipient noncompliance with federal requirements may go undetected.

Recommendation:
We recommend the Department of Health, Public Health Emergency Preparedness Program, strengthen
subrecipient monitoring procedures surrounding desk reviews.

Department of Health Response/Corrective Action Plan:

The Public Health Emergency Preparedness program agrees with the recommendation identified above.
In addition to desk reviews our monitoring program consists of extensive program contact with
subrecipients through video conference, and submission and review of progress reports. The monitoring
activities described herein continued during the audit target years of 2013 and 2014, as well as additional
years. During the year 2014, we documented desk reviews for 52 out of 54 subrecipients. We
acknowledge that we are not able to produce documentation of desk reviews that were completed for
2013 due to turnover in grant management staff. However, the substantial monitoring previously
described, including annual desk reviews of local public health and tribal subrecipients, continues in the
PHEP program.
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DEPARTMENT OF HUMAN SERVICES

Finding 2014-002
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
CFDA #93.777, 93.778
Medicaid Cluster
Questioned Cost: SO

Condition:

The Surveillance Utilization Review Section (SURS) sampling plan was properly designed but not
properly executed to identify suspected cases of fraud within the Medicaid Program. Some of the
deficiencies include:

e Sampling activities are not consistently documented;

e Samples are not always expanded when errors are detected in accordance with the SURS sampling
plan;

e A quarterly provider audit was not performed during the 4™ quarter of 2013 and 1°* quarter of
2014. Several ad hoc audits appear to have been done as replacement audits, however, no
documentation exists to indicate the ad hoc audits were performed as replacement audits and
the SURS sampling plan does not indicate that ad hoc audits can be performed instead of the
required quarterly provider audits;

e Sampling results are not tracked in a manner to identify patterns that may indicate fraud or abuse;
and

e The SURS did not sufficiently document and conclude on actions taken to identify fraud and abuse.

Criteria:
42 CFR part 455 requires states to have methods and criteria for identifying suspected fraud cases. One
of those methods required is a properly designed and executed sampling plan.

The North Dakota SURS Sampling Plan outlines the type and frequency of audits to be performed,
requires samples to be properly documented, and samples to be expanded when errors are detected.

Cause:
Failure to fully implement a prior Single Audit finding. The SURS sampling plan was not adequately
followed.

Effect:
Significant provider and recipient errors could potentially exist with the North Dakota Medicaid program
without being pursued or detected.

Recommendation:
We recommend the Department of Human Services ensure the SURS sampling activities are executed in
accordance with the SURS sampling plan by ensuring:

e Sampling activities are properly documented,;
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e Samples are expanded when errors are detected in accordance with the SURS sampling plan;
e Quarterly audits are performed every quarter;

e Sampling results are tracked in manner to identify patterns of fraud and abuse; and

e Conclusions and actions taken to identify fraud and abuse are sufficiently documented.

Department of Human Services Response/Corrective Action Plan:
The Department will ensure the SURS sampling activities are executed in accordance with the SURS
sampling plan.

Finding 2014-003
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare and Medicaid Services
CFDA #93.777,93.778
Medicaid Cluster
Questioned Cost: SO

Condition:

The Surveillance Utilization Review Section (SURS) unit did not perform adequate preliminary
investigations on cases of suspected fraud and abuse referred to the unit and did not adequately
document the actions taken in the cases. Out of 20 suspected cases of fraud sampled, we identified 10
instances where SURS did not sufficiently document and conduct preliminary investigations of cases
referred to them. Some of these cases may have ended in referrals to the States Attorney or Office of
Inspector General (OIG).

In addition, no documentation was maintained by the SURS to indicate if cases were properly referred to
the OIG. During the audit period $16,480 was recouped as a result of fraud investigations.

Criteria:

42 CFR part 455.13 requires states to have methods or criteria for identifying suspected fraud
cases, methods for investigating these cases, and procedures, developed in cooperation with
legal authorities, for referring suspected fraud cases to law enforcement officials.

42 CFR part 455.14 requires states to perform a preliminary investigation of Medicaid fraud or
abuse reported to them to determine whether there is sufficient basis to warrant a full
investigation.

42 CFR part 455.15 requires states to perform a full investigation or refer the case to an
appropriate law enforcement agency if the findings of a preliminary investigation give the
agency reason to believe that an incident of fraud or abuse has occurred in the Medicaid
program.

Cause:
Failure to fully implement a prior Single Audit finding.
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Effect:
Cases of fraud or abuse may not be investigated and /or prosecuted as required.

Recommendation:

We recommend the Department of Human Services ensure preliminary investigations are properly
documented and performed on all cases of fraud and abuse referred to the unit, determine whether there
is a sufficient basis to warrant a full investigation, and, when necessary, refer those cases to the proper
authorities as required.

Department of Human Services Response/Corrective Action Plan:
The Department will continue to improve our process for documenting preliminary investigations and
when necessary, perform a full investigation or ensure they are referred to the proper authorities.

Finding 2014-004
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare and Medicaid Services
CFDA #93.777,93.778
Medicaid Cluster
Questioned Cost: SO

Condition:
The Surveillance Utilization Review Section (SURS) unit does not operate independently of other Medicaid
operations. We noted the following:
e The SURS Unit is organized within the Medical Services Division of the Department’s
organizational chart;
e The SURS Administrator is responsible to the Program Integrity Unit Administrator who is
responsible to the Director of Medical Services;
e The SURS Fraud and Abuse Manual requires all quarterly and six month provider reviews to be
prior approved by the Medical Services Director before execution; and
e A significant amount of SURS Unit resources were allocated to work on developing the new
Medicaid Management Information System (MMIS).

Criteria:

Section N of the OMB A-133 compliance supplement for the Medicaid program requires auditors to
consider if the personnel conducting the reviews are sufficiently organized outside the control of other
Medicaid operations to objectively perform their function.

Cause:
Failure to fully implement a prior Single Audit finding.

Effect:

As there is a lack of independence between Medicaid operations and the SURS, the effectiveness of the
unit may be diminished. SURS employees may be less likely to report irregularities knowing that the
Medical Services Division may not consider the irregularities a problem. In addition, the Medical Services
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Division may try to keep significant findings of the SURS from going forward to avoid any negative
consequences the findings may have on the Medical Services Division. Lastly, insufficient resources may
be allocated to the SURS unit to sufficiently perform their duties.

Recommendation:
We recommend the Department of Human Services sufficiently organize the SURS unit outside the control
of other Medicaid operations so the SURS unit can objectively perform their function.

Department of Human Services Response/Corrective Action Plan:
The Department will consider reviewing the reporting structure to ensure that SURS functions are
objectively performed.

Finding 2014-005
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare and Medicaid Services
CFDA #93.777, 93.778
Medicaid Cluster
Questioned Cost: Unknown

Condition:
Starting in January of 2014 the Department of Human Services began using two new systems called MAGI
in the Cloud and the Contingency System to perform Medicaid eligibility determinations. These
systems do not have sufficient edit checks and system functionality to ensure eligibility determinations
are proper.

Criteria:
The State Medicaid Agency or its designee is required to determine client eligibility in accordance with
eligibility requirements defined in the approved State plan (42 CFR section 431.10).

The Committee of Sponsoring Organizations (COSO) of the Treadway Commission’s Internal Control —
Integrated Framework states that there should be a variety of control activities suited to information
systems to ensure accuracy and completeness including edit checks used to control data entry.

Cause:
The determinations made by the MAGI system require caseworkers to manually determine the level of
eligibility and manually enter the results into a database called the Contingency System.

Effect:

The review pilot performed by the Quality Control Unit for January 2014 - March 2014 for the Medicaid
program identified 44 cases out of 175 active cases that had an incorrect eligibility determination. The
review identified improper payments of $7,939. The results of this review were finalized with the Centers
for Medicare and Medicaid Services on September 19, 2014. An accurate projection of questioned costs
was unable to be determined as the information needed to perform the projection was not required to
be accumulated as part of the review pilot.
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Recommendation:
We recommend the Department of Human Services develop system edit checks and improve system
functionality to ensure eligibility determinations made for the Medicaid program are proper.

Department of Human Services Response/Corrective Action Plan:

Once the Department learned that the contingency solutions would be used longer than 1-3 months,
contingency system edits and enhancements continued to be made. In addition, the Department is
finalizing the procurement of a new eligibility system which will contain the necessary edit checks and
system functionality to ensure eligibility determinations are made properly.

Finding 2014-006
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare and Medicaid Services
CFDA #93.777,93.778
Medicaid Cluster
Questioned Cost: Unknown

Condition:
North Dakota does not have an established Medicaid Fraud Control Unit that is separate and distinct from
the Department of Human Services.

Criteria:

42 CFR part 1007 requires all states to have a Medicaid Fraud Control Unit in operation that is separate
from the Medicaid agency. 42 CFR parts 455, 456, and 1002 require cases of fraud to be properly
identified and investigated.

Cause:

Failure to fully implement a prior Single Audit finding. The Department of Human Services contends that
a waiver granted by the Federal Government in 1994, to waive the requirement of a Medicaid Fraud
Control Unit, is still in effect despite significant changes in circumstances since it was granted. The
Department of Human Services has been working with the Centers for Medicare and Medicaid Services
(CMS) to resolve the prior audit finding related to the Medicaid Fraud Control Unit and as of the end of
the audit period CMS has not provided a response to the Department of Human Services on this issue.

Effect:
Cases of fraud occurring within North Dakota's Medicaid program during the audit period may not
be properly identified, investigated, and referred to the proper authorities.

Recommendation:

We recommend the Department of Human Services apply for a new Federal waiver or work to create a
Medicaid Fraud Control Unit that is separate and distinct from the Department of Human Services.
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Department of Human Services Response/Corrective Action Plan:

In November 2010 the Department contacted the Centers for Medicare and Medicaid Services (CMS)
inquiring to what extent conditions needed to change to require a new waiver request be submitted. The
most recent information was requested by and sent to CMS in November 2011 and the Department has
received no further response. Recently, the Health and Human Services (HHS) Office of Inspector General
(O1G) announced their audit work plan for 2015. Included in the HHS OIG Work Plan for 2015 is “ ....We
will also determine whether North Dakota, the only State that does not have a MFCU and that received
an exemption in 1994, continues to operate under the conditions that support the State’s
exemption.” Because HHS OIG will be reviewing the North Dakota MFCU exemption, we will allow their
office to issue their findings before taking further action.

Finding 2014-007
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
CFDA #93.777,93.778
Medicaid Cluster
Questioned Cost: $169

Condition:

The Department of Human Services paid claims through the Medicaid Management Information System
(MMIS) that were not allowable. Of the 120 claims tested, 2 claims paid a total of $169 incorrectly based
upon the detailed support received from the provider. These errors, when projected against the entire
population, project to a possible error of $1,682,004.

Criteria:
The OMB Circular A-133 Compliance Supplement for the Medicaid program states to be allowable,
Medicaid costs for medical services must be:

e Covered by the State plan and waivers;

e Reviewed by the State consistent with the State’s documented procedures and system for

determining medical necessity of claims;
e Properly coded; and
e Paid at the rate allowed by the State plan.

Cause:
The provider billings were incorrectly coded based upon services provided.

Effect:
The Medicaid program paid unallowable claims.

Recommendation:

We recommend the Department of Human Services enhance its monitoring activities surrounding
Medicaid payments through additional testing of support from providers.
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Department of Human Services Response/Corrective Action Plan:
The Department will perform additional testing of Medicaid payments and will request and review
applicable support from providers.

Finding 2014-008
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
CFDA #93.777,93.778
Medicaid Cluster
Questioned Cost: Unknown

Condition:

Starting January 1, 2014 the North Dakota Department of Human Services’ (DHS) procedures to identify
medical services that are the legal obligation of third parties were not sufficient for certain recipients that
were held in the contingency system called Mini-App.

Criteria:
42 CFR 433.138 requires the State agency to take reasonable measures to determine the legal liability of
the third parties who are liable to pay for services furnished.

Cause:

On January 1, 2014 DHS began using Mini-App to determine Medicaid eligibility. The Mini-App system
was not initially designed to communicate third-party liability (TPL) data to the claims payment system or
to perform the data match with the vendor Health Management Systems.

Effect:
The DHS Medicaid program may have paid for medical services that are the legal obligation of third
parties.

Recommendation:

We recommend the North Dakota Department of Human Services update the Mini-App system to
ensure a sufficient TPL data match process is in place to augment the identification of medical services
that are the legal obligation of third parties.

Department of Human Services Response/Corrective Action Plan:

The Department has worked with Information Technology Department and programmed a file for the
recipients in the Mini-App (excluding expansion recipients) to go back to January 1, 2014. The file was
sent to Health Management Systems who will check for third party liability of recipients in the Mini-App
(excluding expansion recipients) that had any eligibility from January 1, 2014 to present. Therefore, the
Department will identify any third party liability that may have been available for these recipients and will
adjust claims back to January 1, 2014 (dates of service) accordingly.
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Finding 2014-009
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
CFDA #93.777,93.778
Medicaid Cluster
Questioned Cost: Unknown

Condition:

The Department of Human Services (DHS) did not maintain the required eligibility documentation, which
includes current license information, eligibility checklists, and provider agreements, in the provider
eligibility files. Findings related to provider eligibility files have been issued in the previous four Single
Audits.

Criteria:
The North Dakota Medicaid State Plan section 4.13 requires DHS to obtain a provider agreement.

42 CFR part 455, subpart B (sections 455.100 - 455.106) discusses required disclosure of information by
providers including tax information.

In order to receive Medicaid payments providers of medical services must be licensed in accordance with
Federal, State, and local laws and regulations (42 CFR sections 431.107 and 447.10; and section 1902 (a)
(9) of the Social Security Act).

Cause:

Failure to fully implement a prior single audit finding which was originally issued in the 2005-2006 single
audit. Management indicated that all resources have been dedicated to implementing the new MMIS
system for the State of North Dakota which resulted in DHS not updating the old system provider files.

Effect:
The Department of Human Services could be inappropriately paying ineligible providers with Medicaid
funds.

Recommendation:

We recommend the Department of Human Services update Medicaid provider eligibility files to ensure
current license information, eligibility checklists, and provider agreements are maintained within the
provider eligibility files.

Department of Human Services Response/Corrective Action Plan:

The Department is in the process of revalidating 100% of providers who plan to continue enrollment with
North Dakota Medicaid once we transition to Health Enterprise (Enterprise MMIS). Once North Dakota
Health Enterprise, MMIS is in production, the provider files must be current in order for the system to pay
claims.
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The Department continues to have two full-time temporary and two fulltime permanent staff processing
enrollments; staff are working on enrollments in both Legacy and Health Enterprise. Additionally, the
Department has contracted with two vendors to assist with the Health Enterprise provider enrollment
activities. The Department is transitioning from paper provider files to electronic provider files.

Finding 2014-010

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare and Medicaid Services

CFDA #93.777, 93.778

Medicaid Cluster

Questioned Cost: Unknown

Condition:
The Department of Human Services does not have a process in place to ensure access rights to the fee
schedule in the Medicaid System are appropriate.

Criteria:

Proper internal controls, as documented in the Committee of Sponsoring Organizations (COSO) of the
Treadway Commission's Internal Control - Integrated Framework, include limiting access to computer
systems to only individuals that need access for their job duties and ensuring proper segregation of duties.

Cause:
The Department does not have written policies and procedures related to monitoring fee schedule access
rights.

Effect:
The possibility exists for unauthorized changes being made to the fee schedule resulting in overpayments
being made with Medicaid funds.

Recommendation:
We recommend the Department of Human Services develop procedures to ensure access rights to the
Medicaid fee schedule are reviewed on a recurring basis to ensure access is properly limited.

Department of Human Services Response/Corrective Action Plan:

The Department will develop procedures to ensure access rights to Medicaid fee schedules are reviewed
annually.

91




STATE OF NORTH DAKOTA
SCHEDULE OF FEDERAL FINDINGS AND QUESTIONED COSTS

For Fiscal Years Ended June 30, 2014 and 2013

Finding 2014-011
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
CFDA #93.777,93.778
Medicaid Cluster
Questioned Cost: Unknown

Condition:
The Department of Human Services does not have a process in place to ensure access rights to the Vision
eligibility system are appropriate.

Criteria:

Proper internal controls, as documented in the Committee of Sponsoring Organizations (COSO) of the
Treadway Commission's Internal Control - Integrated Framework, include limiting access to computer
systems to only individuals that need access for their job duties and ensuring proper segregation of duties.

Cause:
Failure to implement a prior Single Audit finding.

Effect:
The possibility exists for unauthorized changes being made to eligibility records and violations of Health
Insurance Portability and Accountability Act (HIPAA) regulations.

Recommendation:
We recommend the Department of Human Services develop procedures to ensure access rights to the
Vision eligibility system are reviewed on a recurring basis to ensure access is properly limited.

Department of Human Services Response/Corrective Action Plan:

The Department has developed procedures to ensure access rights to the Vision system are reviewed
annually along with the mainframe user id audit.
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Finding 2014-012
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
CFDA #93.777,93.778
Medicaid Cluster
Questioned Cost: Unknown

Condition:

The Department does not have sufficient procedures in place to ensure out-of-state hospitals, out-of-
state nursing facilities, and in-state and out-of-state ICF/ID facilities meet the prescribed health and safety
standards, however, the Department of Human Services has implemented procedures to ensure in-state
hospitals and in-state nursing facilities enrolled in the North Dakota Medicaid Program meet the
prescribed health and safety standards.

Criteria:
The OMB Circular A-133 Compliance Supplement states "providers must meet the prescribed health and
safety standards for hospitals, nursing facilities and ICF/IDs (42 CFR part 442)."

Cause:
Failure to fully implement a prior Single Audit finding. The Department has not developed the required
monitoring procedures to ensure all providers are meeting the standards.

Effect:

The Department runs the risk of enrolling providers who do not meet the prescribed health and safety
standards. Providers who do not meet these standards are not eligible to receive payments through
Medicaid.

Recommendation:

We recommend the Department of Human Services implement procedures to ensure out-of-
state hospitals, out-of-state nursing facilities, and ICF/ID facilities enrolled in the North Dakota Medicaid
Program meet the prescribed health and safety standards and maintain documentation that the provider
has met the standards on a yearly basis.

Department of Human Services Response/Corrective Action Plan:

The Department will consider developing procedures to ensure out-of-state hospitals, out-of-state
nursing facilities, and ICF/ID facilities meet the prescribed health and safety standards.
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Finding 2014-013
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
CFDA #93.777,93.778
Medicaid Cluster
Questioned Cost: SO

Condition:
The risk analysis created by the Department of Human Services for the Medicaid program did not include
the following required elements:

e Personnel practices;

e Areview of all ADP system security installations such as eligibility systems; and

e Consideration of service organization internal controls.

Criteria:

The OMB Circular A-133 Compliance Supplement requires that state agencies establish and maintain a
program for conducting a periodic risk analysis on the existing Medicaid systems including any
additions/modifications to the systems. State agencies shall perform the analysis of the system on a
biennial basis. The State agency shall maintain pertinent supporting documentation. 45 CFR section
95.621 lists the required elements.

Cause:
Failure to fully implement a prior Single Audit finding.

Effect:

As the risk analysis has not been properly completed there is the possibility that appropriate, cost effective
safeguards will not be incorporated into new and existing systems. Security over different areas of the
system can also become compromised bringing into question the validity of the data contained within the
system.

Recommendation:

We recommend the Department of Human Services include all elements in the risk analysis of the
Medicaid system as required by the OMB Circular A-133 Compliance Supplement and 45 CFR section
95.621.

Department of Human Services Response/Corrective Action Plan:

The Department will continue to enhance procedures surrounding the Medicaid risk analysis and ensure
adequate documentation is included for all required elements.
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Finding 2014-014
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
CFDA #93.777,93.778
Medicaid Cluster
Questioned Cost: SO

Condition:

The Department of Human Services did not submit drug rebate utilization data to the Centers for Medicare
and Medicaid Services (CMS) within 60 days after the end of the quarter. The non-compliance occurred
during two quarters of the audit period.

Criteria:
Section 1927 (b)(2)(A) of the Social Security Act requires the data to be submitted within 60 days after the
end of the quarter.

Cause:
Failure to fully implement a prior Single Audit finding. The outside service organization, Health
Information Designs, did not submit the utilization data in a timely manner as required.

Effect:
Noncompliance with federal laws and regulations.

Recommendation:
We recommend the Department of Human Services submit drug rebate utilization data to CMS within 60
days after the end of the quarter.

Department of Human Services Response/Corrective Action Plan:

The Department will continue to work with Health Information Designs and the Information Technology
Department to ensure the drug utilization data is submitted to CMS within 60 days after the end of the
quarter.
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Finding 2014-015
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Administration for Children and Families
CFDA #93.575, 93.596
CCDF Cluster
Questioned Cost: 57,726

Condition:

The Child Care Assistance Program failed to sufficiently follow up on a suspected fraud case.
Documentation in a case file indicated an anonymous phone call had been received reporting a Child Care
Assistance recipient had intentionally falsified income and household information to receive benefits. The
county eligibility worker began to investigate further by contacting the recipient, pulling IVES information,
and getting additional pay stubs. However, the investigation stopped and there was no final assessment
of an intentional program violation or a recoupment amount. This individual was being investigated for a
SNAP disqualification during the same time. The investigation through the SNAP program was completed
and a 10 year program disqualification was issued under that program.

Criteria:
The 45 CFR 98.60 (2)(h)(i) states "Lead Agencies shall recover child care payments that are a result of
fraud. These payments shall be recovered from the party responsible for committing the fraud."

Cause:
The policies and procedures developed for identification and recoupment of intentional program
violations in the Child Care Assistance Program were not adequately followed.

Effect:
An individual received $7,726 in Child Care Assistance benefits over a three year period using potential
falsified information.

Recommendation:

We recommend the Department of Human Services ensure the counties properly follow the policies and
procedures developed for identification and recoupment of intentional program violations in the Child
Care Assistance program to ensure recipients don't receive improper benefits.

Department of Human Services Response/Corrective Action Plan:

The Department will continue to train the counties to ensure the policies and procedures for identification
and recoupment of intentional program violations in the Child Care Assistance program are properly
followed.
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Finding 2014-016
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families
CFDA #93.575, 93.596
CCDF Cluster
Questioned Cost: SO

Condition:
Child Care eligibility workers have the ability to process duplicate and other improper payments in the
Child Care Assistance System. Weaknesses within the system are identified as the following:

e One child can be entered with multiple social security numbers;

e The same child can be entered with first and last name switched;

e The state rate maximum is only calculated on a per payment basis not a per month basis;

e Payments can be made to multiple providers in one month; and

e Exception reports are not generated and reviewed.

Criteria:
OMB Circular A-133 Compliance Supplement Section 6 for Internal Control states that computer and
program controls should include edit checks.

Cause:
Failure to implement a prior Single Audit finding. There is a lack of built-in system controls in the Child
Care Assistance System to prevent duplicate and other improper payments.

Effect:

Child Care eligibility workers can process duplicate and other improper payments without detection. Also,
the identified weaknesses could allow for fraudulent payments to occur whether they are initiated by
recipients, providers, or eligibility workers.

Recommendation:
We recommend the Department of Human Services properly implement system controls to prevent
duplicate and other improper payments from being made from the Child Care Assistance System.

Department of Human Services Response/Corrective Action Plan:

The Department is aware of limitations within the Child Care payment system. System changes are
currently being tested and these changes are anticipated to be in place by September 1, 2014. During the
audit period, the Department continued to sample and review case files to ensure duplicate and other
improper payments weren’t made.
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Finding 2014-017
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Administration for Children and Families
CFDA #93.575, 93.596
CCDF Cluster
Questioned Cost: SO

Condition:

No controls exist for ensuring that individual eligibility workers are collecting and maintaining all
applicable information for Child Care Assistance eligibility determinations and benefit payments. Twenty-
eight of sixty cases tested had missing information such as birth records, income records, and daycare
billing forms. This information had to be re-requested by the county eligibility workers.

Criteria:
Part 6 of the OMB Circular A-133 Compliance Supplement states that a manual criteria checklist or
automated process should be used in making eligibility determinations.

Part 4 of the OMB Circular A-133 Compliance Supplement for the CCDF Cluster, section Ill (E) (1) states
that lead agencies must have in place procedures for documenting and verifying eligibility.

Cause:

The Department of Human Services did not develop or implement controls for ensuring that individual
eligibility workers are collecting and maintaining all applicable information for Child Care Assistance
eligibility determinations.

Effect:

The lack of controls may result in benefit payments being issued for an individual that should not have
been deemed eligible for the Child Care Assistance Program. Also, benefit payments could be fraudulent
or inaccurate due to missing information.

Recommendation:

We recommend the Department of Human Services develop and implement controls to ensure that all
individual eligibility workers are collecting and maintaining all applicable information for Child Care
Assistance eligibility determinations.

Department of Human Services Response/Corrective Action Plan:

The Department will continue to work with the counties to ensure they are collecting and maintaining all
applicable information for the Child Care Assistance eligibility determinations.
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Finding 2014-018
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Administration for Children and Families
CFDA #93.575, 93.596
CCDF Cluster
Questioned Cost: SO

Condition:

The Child Care Assistance Program did not conduct compliance inspections of self-declared providers that
would ensure health and safety requirements are being met prior to January 1, 2014 when a new policy
to conduct these compliance inspections was implemented. The total amount of payments paid to self-
declared providers prior to that date was $3,340,896.

Criteria:

45 CFR 98.41 (d) states "each lead agency shall certify that procedures are in effect to ensure that child
care providers of services for which assistance is provided under this part, within the area served by the
Lead Agency, comply with all applicable State, local, or tribal health and safety requirements."

Cause:

The Child Care Assistance Program did not finalize procedures to perform compliance inspections for self-
declared providers to ensure that they are complying with applicable health and safety requirements until
January 2014.

Effect:
There is potential for health and safety hazards to exist and go undetected. Also, the Child Care Assistance
Program is not following regulations set by the Federal Government.

Recommendation:
No recommendation will be issued because the Department of Human Services developed new policies
and procedures for all self-declared renewals and new applications processed after January 1, 2014.

Finding 2014-019
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families
CFDA #93.575, 93.596
CCDF Cluster
Questioned Cost: SO

Condition:

The Child Care Assistance Program did not ensure that the licensing entities for out-of-state and tribal
providers have conducted compliance inspections to verify health and safety requirements are being met.
The total amount paid to these providers during our audit period was $1,345,353.
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Criteria:

45 CFR 98.41 (d) states "each lead agency shall certify that procedures are in effect to ensure that child
care providers of services for which assistance is provided under this part, within the area served by the
Lead Agency, comply with all applicable State, local, or tribal health and safety requirements."

Cause:

The Child Care Assistance Program did not develop procedures to ensure that licensing entities of out-of-
state and tribal providers conducted compliance inspections to ensure the providers are complying with
applicable health and safety requirements.

Effect:
There is a potential for health and safety hazards to exist and go undetected. Also, the Child Care
Assistance Program is not following regulations set by the Federal Government.

Recommendation:

We recommend the Department of Human Services develop procedures to ensure that licensing entities
of out-of-state and tribal providers conducted compliance inspections to ensure the providers are
complying with applicable health and safety requirements.

Department of Human Services Response/Corrective Action Plan:

The Department currently receives a copy of each out-of-state and tribal provider child care license before
making a payment to the provider. The Department will consider enhancing our procedures to ensure
other state or tribal entities followed federal health and safety requirements when they license providers.

Finding 2014-020
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Administration for Children and Families
CFDA #93.575, 93.596
CCDF Cluster
Questioned Cost: $740

Condition:

The Child Care Assistance program did not have appropriate documentation to support the eligibility
determinations made for 3 of the 60 cases reviewed. The total error amount was $740. These errors,
when projected against the entire population, project to a possible error of $690,196.

Criteria:

The Committee of Sponsoring Organizations (COSO) of the Treadway Commission's Internal Control-
Integrated Framework identifies having appropriate supporting documentation for transactions as a
necessary control activity.

Part 4 of the OMB Circular A-133 Compliance Supplement for the CCDF Cluster, section Ill (E) (1) states
that lead agencies must have in place procedures for documenting and verifying eligibility.
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Cause:
The identified errors occurred because the Department was unable to receive case files or additional
supporting documentation from the counties.

Effect:
Payments were made to providers on behalf of individuals whose eligibility for the Child
Care Assistance Program could not be verified.

Recommendation:
We recommend the Department of Human Services ensure the counties collect and maintain appropriate
supporting documentation for all eligibility determinations made for the Child Care Assistance Program.

Department of Human Services Response/Corrective Action Plan:
The Department will continue to train the counties to ensure they collect and maintain appropriate
supporting documentation for all eligibility determinations made for the Child Care Assistance Program.

Finding 2014-021
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families
CFDA #93.575, 93.596
CCDF Cluster
Questioned Cost: SO

Condition:

The Child Care Assistance Program did not have any written policies or procedures in place for identifying
or recovering potential provider fraudulent payments that are a result of intentional program violations
for a majority of the audit period. Adequate policies and procedures for provider fraud were not
developed until April 1, 2014.

Criteria:
The 45 CFR 98.60 (2)(h)(i) states "Lead Agencies shall recover child care payments that are a result of
fraud. These payments shall be recovered from the party responsible for committing the fraud."

The Committee of Sponsoring Organizations (COSO) of the Treadway Commission's Internal Control -
Integrated Framework states that control policies and procedures must be established and executed to
help ensure that the actions identified by management as necessary to address risks to achievement of
the entity's objectives are effectively carried out.

Cause:

The Department of Human Services did not finalize written policies or procedures for identifying or
recovering potential provider fraud until April 1, 2014.
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Effect:
Potential provider fraud in the Child Care Assistance Program may not be identified or recovered.

Recommendation:
No recommendation will be issued since the Department of Human Service implemented this as of April 1,
2014.

Finding 2014-022
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Administration for Children and Families
CFDA #93.575, 93.596, 93.044, 93.045, 93.053
CCDF Cluster and Aging Cluster
Questioned Cost: Unknown

Condition:

Proper documentation was not provided to support payroll charges to the Aging and CCDF Clusters. Two
out of 25 paychecks selected for testing in the Aging Cluster and three of 23 tested in the CCDF Cluster
did not have a time sheet or certification supporting the charge.

Criteria:

OMB Circular A-87 Attachment B Section 8(h)(4) states "where employees work on multiple activities or
cost objectives, a distribution of their salaries or wages will be supported by personnel activity reports or
equivalent documentation."

OMB Circular A-87 Attachment B Section 8(h)(3) states "where employees are expected to work solely on
Single Federal award or cost objective, charges for their salaries and wages will be supported by periodic
certifications that the employees worked solely on that program for the period covered by the
certification."

Cause:
The Department of Human Services did not properly ensure that all necessary payroll certifications and
timesheets for all employees were received.

Effect:
Potential for unauthorized payroll to be charged to the Federal programs.

Recommendation:
We recommend the Department of Human Services implement procedures to ensure compliance with

Federal timekeeping requirements.

Department of Human Services Response/Corrective Action Plan:
The Department will review our current procedures and make changes where necessary.
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Finding 2014-023
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
CFDA #93.767
Children’s Health Insurance Program
Questioned Cost: Unknown

Condition:

Starting in January of 2014 the Department of Human Services began using two new systems called MAGI
in the Cloud and the Contingency System to perform Children's Health Insurance Program (CHIP) eligibility
determinations. These systems do not have sufficient edit checks and system functionality to ensure
eligibility determinations are proper.

Criteria:
OMB Circular A-133 Compliance Supplement Section 6 for Internal Control states that computer and
program controls should include edit checks.

The Committee of Sponsoring Organizations (COSO) of the Treadway Commission's Internal Control -
Integrated Framework states that there should be a variety of control activities suited to information
systems to ensure accuracy and completeness.

Cause:
The determinations made by the MAGI system require caseworkers to manually determine eligibility and
manually enter the results into a database called the Contingency System.

Effect:

The review pilot performed by the Quality Control Unit for January 2014 - March 2014 for the CHIP
program identified 9 cases out of 23 active cases that had an incorrect eligibility determination. The
review identified improper payments of $919. The results of this review were finalized with the Centers
for Medicare and Medicaid Services on September 19, 2014. An accurate projection of questioned costs
was unable to be determined as the information needed to perform the projection was not required to
be accumulated as part of the review pilot.

Recommendation:
We recommend the Department of Human Services develop system edit checks and improve system
functionality to ensure eligibility determinations made for the CHIP program are proper.

Department of Human Services Response/Corrective Action Plan:

Once the Department learned that the contingency solutions would be used longer than 1-3 months,
contingency system edits and enhancements continued to be made. In addition, the Department is
finalizing the procurement of a new eligibility system which will contain the necessary edit checks and
system functionality to ensure eligibility determinations are made properly.
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Finding 2014-024
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
CFDA #93.767
Children’s Health Insurance Program
Questioned Cost: $2,440

Condition:

One eligibility determination out of twenty-five tested was made incorrectly for the Children's Health
Insurance Program (CHIP). The total error amount was $2,440. This error, when projected against the
entire population, projects to a possible error of $460,392.

Criteria:
Section 4 of North Dakota's CHIP State Plan states the Healthy Steps program will cover children whose
family adjusted gross income is no more than 160% of the federal poverty level.

Cause:
The eligibility worker entered the wrong income amount for the parent. If the proper income would have
been entered the family would have exceeded the income limits of the CHIP program.

Effect:
Payments made on behalf of an ineligible recipient.

Recommendation:
We recommend the Department of Human Services ensure eligibility determinations made for the CHIP
program are proper.

Department of Human Services Response/Corrective Action Plan:

The Department of Human Services will continue to work to ensure that eligibility determinations for CHIP
are made properly. Ongoing training will be offered to all eligibility workers that work with CHIP.
Currently, if an error is found, the Department of Human Services Regional Representatives are notified
and additional training is provided to the eligibility worker; this will remain an ongoing practice.
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Finding 2014-025
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Administration for Children and Families
CFDA #93.658
Foster Care - Title IV-E
Questioned Cost: SO

Condition:
Although the Foster Care program is performing eligibility reviews, the Department of Human Services
does not have written policies and procedures related to the performance of the reviews. With a lack of
policies and procedures there is no guidance on:

e How many cases should be reviewed,;

e How often cases should be reviewed;

e Requiring corrective action plans;

¢ Implementing a formal follow-up process on errors; and

e Developing a tracking system for errors and follow-up.

Criteria:

Part 3, Section M of the A-133 Compliance Supplement states that a pass-through entity is responsible for
monitoring the subrecipient's use of Federal awards to provide reasonable assurance that the
subrecipient administers Federal awards in compliance with laws and regulations.

The Committee of Sponsoring Organizations of the Treadway Commission states that management needs
to have a strategy to ensure that ongoing subrecipient monitoring is effective.

Cause:
The Department of Human Services had turnover in the Foster Care Program limiting resources available
to complete policies for the program.

Effect:
The absence of clearly written policies and procedures leaves the State vulnerable to inconsistent
operations and ineffective functioning.

Recommendation:
We recommend the Department of Human Services develop and implement policies and procedures for
Foster Care Program eligibility reviews. The policies and procedures should include guidance about:

e How many cases should be reviewed;

e How often cases should be reviewed;

e Requiring corrective action plans;

¢ Implementing a formal follow-up process on errors; and

e Developing a tracking system for errors and follow-up.

Department of Human Services Response/Corrective Action Plan:
The Department will document our policies and procedures for Foster Care case file reviews.
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Finding 2014-026
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families
CFDA #93.658
Foster Care - Title IV-E
Questioned Cost: SO

Condition:

The Foster Care Program's Title IV-E plan approved by the Administration for Children and Families (ACF)
did not provide for periodic review of payment rates for Family Foster Care Home maintenance payments
at reasonable, specific, time-limited periods to ensure that rate's continuing appropriateness for the
administration of the Title IV-E program.

Criteria:

The Title IV-E agency's plan approved by ACF must provide for periodic review of payment rates for Foster
care maintenance payments at reasonable, specific, time-limited periods established by the Title IV-E
agency to ensure that rate's continuing appropriateness for the administration of the Title IV-E program
(42 USC 671 (a)(11); 45 CFR section 1356.21 (m)(l); 45 CFR section 1356.60(a)(l) and (c)).

Cause:
The Department did not realize this element was missing from the Title IV-E plan.

Effect:
As written procedures do not exist there is the potential that the review process is not performed
consistently from one period to the next.

Recommendation:

We recommend the Foster Care Program's Title IV-E plan provide for periodic review of payment rates for
Family Foster Care Home maintenance payments at reasonable, specific, time-limited periods to assure
the rate's continuing appropriateness.

Department of Human Services Response/Corrective Action Plan:

The Department will update the Foster Care Title IV-E plan to include our Family Foster Care Policy Manual
which details the payment rates which are established annually based upon legislative action.
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Finding 2014-027
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families
CFDA #93.558
TANF Cluster
Questioned Cost: $513

Condition:

The Temporary Assistance for Needy Families (TANF) Program did not have appropriate documentation
to support the eligibility determinations made for 3 of the 60 cases reviewed. The total error amount was
$513. These errors, when projected against the entire population, project to a possible error of $494,928.

Criteria:

The Committee of Sponsoring Organizations (COSO) of the Treadway Commission's Internal Control-
Integrated Framework identifies having appropriate supporting documentation for transactions as a
necessary control activity.

Cause:
The identified errors occurred because the State was unable to receive a case file or additional supporting
documentation from one county.

Effect:
Payments were made to individuals whose eligibility for the TANF Program could not be verified.

Recommendation:
We recommend the Department of Human Service collect and maintain appropriate supporting
documentation for all eligibility determinations made for the TANF Program.

Department of Human Services Response/Corrective Action Plan:
The Department will continue to train the counties to ensure they collect and maintain appropriate
supporting documentation for all eligibility determinations made for the TANF Program.

Finding 2014-028
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Administration for Children and Families
CFDA #93.563
Child Support Enforcement
Questioned Cost: SO

Condition:

The Department of Human Services Child Support program was not properly drawing down funds in
accordance with the Cash Management Improvement Act (CMIA) agreement during fiscal year 2013. The
agency requested Federal reimbursement for journal vouchers that were for retained collections from the
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Federal share of the TANF program that should have been netted against child support expenditures but
were instead added to the total of the expenditures in the worksheet used to calculate the amount of the
federal draw.

Criteria:

31 CFR 205.15 states that State interest liability may accrue if Federal funds are received by a State prior
to the day the State pays out the funds for Federal assistance program purposes. State interest liability
accrues from the day Federal funds are credited to a State account to the day the State pays out the
Federal funds for Federal assistance purposes.

Cause:
The Department of Human Services had turnover in the position responsible for the federal draws during
the period noted. The new staff included expenses that should not have been used for the draws.

Effect:
The Department of Human Services had more revenues than expenditures in the Child Support program

for a period of 8 to 41 days, resulting in an interest liability owed to the federal government in the amount
of $238.

Recommendation:
We recommend the Department of Human Services ensure funds for the Child Support program are
drawn down in accordance with the Cash Management Improvement Act agreement.

Department of Human Services Response/Corrective Action Plan:
The Department will ensure funds for the Child Support program are drawn down in accordance with the
Cash Management Improvement Act agreement.

Finding 2014-029
VARIOUS FEDERAL AGENCIES

CFDA # All Programs
Questioned Cost: Unknown

Condition:

The Department of Human Services (DHS) did not use an appropriate allocation methodology to allocate
the salaries of 6 fiscal liaisons to the various divisions and indirect cost pool activities the liaisons worked
on. Currently, DHS allocates the salaries of the liaisons based on the number of divisions/units the liaison
works on. If the liaison is assigned to 4 divisions/units, the salary is allocated 25% to each unit. DHS does
not maintain personnel activity reports and does not perform time studies for these employees.

Criteria:

2 CFR Part 225 Appendix B Section 8(h)(4) states "where employees work on multiple activities or cost
objectives, a distribution of their salaries or wages will be supported by personnel activity reports or
equivalent documentation unless a statistical sampling system or other substitute system has been
approved by the cognizant Federal agency.
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Cause:
The Department stated the allocation methodology was approved in the Department's cost allocation
plan approved by the Division of Cost Allocation.

Effect:

Unsupported salary expenditures are being charged to various grants at DHS. The total salaries and
benefits of the 6 fiscal liaisons for the audit period was $862,618. As DHS does not keep time records to
support the allocation of liaisons salaries an accurate questioned cost could not be calculated.

Recommendation:
We recommend the Department of Human Services allocate the salaries of the fiscal liaisons using an
appropriate allocation methodology that is in compliance with 2 CFR Part 225.

Department of Human Services Response/Corrective Action Plan:
The Department will work with the Division of Cost Allocation to determine if a more appropriate

allocation method is viable.

DEPARTMENT OF PUBLIC INSTRUCTION

Finding 2014-030
VARIOUS FEDERAL AGENCIES

CFDA # Various
All Grants with Subrecipients
Questioned Cost: SO

Condition:

The Department of Public Instruction does not have adequate procedures in place to ensure that
subrecipients spending $500,000 in federal awards have met the audit requirements of OMB Circular
A-133. We noted several errors in the monitoring worksheets used by the Department.

Criteria:

OMB Circular A-133 requires pass-through entities to ensure subrecipients receive an A-133 audits as
required, issue management decisions on audit findings within 6 months, and ensure subrecipients take
timely and appropriate corrective action on all audit findings.

Cause:
The Department of Public Instruction has updated their methodology for tracking the A-133 audit
requirement and the process still needs some enhancements.

Effect:

The Department of Public Instruction may not be aware of all findings regarding funding they have passed
through to subrecipients.
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Recommendation:
We recommend the Department of Public Instruction implement controls to ensure they review all
subrecipients A-133 audit reports.

Department of Public Instruction Response/Corrective Action Plan:
The Department agrees with the recommendation and will continue to work towards strengthening the

procedures around A-133 audit report tracking.

DEPARTMENT OF TRANSPORTATION

Finding 2014-031
U.S. DEPARTMENT OF TRANSPORTATION

Federal Highway Administration
CFDA # 20.205
Highway Planning and Construction
Questioned Cost: SO

Condition:

The Department of Transportation (DOT) does not have proper procedures to ensure evidence is
obtained to verify whether local matching contributions are from non-federal sources; involved in federal
funding, directly or indirectly; or were used for another federally-assisted program.

Criteria:

2 CFR Part 200.403 (f) states that except where otherwise authorized by statute, costs must not be
included as a cost or used to meet cost sharing or matching requirements of any other federally-financed
program in either the current or a prior period.

2 CFR Part 200.306(b)(1) states "For all Federal awards, any shared costs or matching funds and all
contributions, including cash and third party in-kind contributions, must be accepted as part of the non-
Federal entity's cost sharing or matching when such contributions are verifiable from the non-Federal
entity's records."

2 CFR 200.331(d) states, "All pass-through entities must monitor the activities of the subrecipient as
necessary to ensure that the subaward is used for authorized purposes, in compliance with Federal
statutes, regulations, and the terms and conditions of the subaward; and that subaward performance
goals are achieved."

Cause:

The Department of Transportation included local matching source for the local entities in the agreement
templates; however, management did not implement further procedures to ensure that the source for
the local entity was verified.
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Effect:
Local match contributions could include funds from other federal sources not authorized, involve federal
funding, or be used for another federally-assisted program.

Recommendation:
We recommend the Department of Transportation ensure evidence is obtained to verify whether local
matching contributions are from an allowable source.

Department of Transportation Response/Corrective Action Plan:

NDDOT agrees with the finding. NDDOT is in the process of developing and implementing a
comprehensive, department wide program for all aspects of subrecipient monitoring. This program is to
be completed and implemented no later than May 1, 2015. Portions of the comprehensive program that
have already been developed will be implemented immediately.

Finding 2014-032
U.S. DEPARTMENT OF TRANSPORTATION
Federal Highway Administration
CFDA # 20.205
Highway Planning and Construction
Questioned Cost: SO

Condition:
The Department of Transportation has not fully developed, approved, and implemented policies and
procedures for the value engineering program. This policy should include:

e Approval or rejection of recommendations;

e Monitoring the implementation of recommendations and change proposal recommendations;

¢ Identification of all applicable projects in accordance with 23 CFR 627.5;

¢ Identification of when additional value engineering analysis should be considered or conducted,;

e Control procedures to ensure a value engineering analysis is conducted on all applicable projects
including projects administered by subrecipients;

e Control procedures to ensure all approved recommendations are implemented and documented
in a final value engineering report prior to the project being authorized to proceed to a
construction letting;

e Identification of when value engineering change proposals may be used; analysis, documentation
basis and process for evaluating and accepting a value engineering change proposal; and how a
net savings of each value engineering change proposal may be shared between the agency and
contractor; and

e Review of any project where a delay occurs between when the final plans are completed and the
project advances to a letting for construction to determine if a change has occurred to the
project's scope or design where a value engineering analysis would be required to be conducted.

Criteria:
Documented policies and procedures are required for the value engineering program in accordance with
23 CFR 627.
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Cause:

The Department of Transportation has not approved and implemented the value engineering policy to be
in compliance with the Code of Federal Regulations since 2006. The Department of Transportation has
drafted value engineering policies in the consultant administrative services manual; however, these
policies have not been reviewed, approved and implemented.

Effect:
Noncompliance with Code of Federal Regulations. Potential for applicable projects to not have a value
engineering analysis resulting in excessive expense of federal funds.

Recommendation:
We recommend the Department of Transportation develop, approve, and implement a Value Engineering
Policy in accordance with 23 CFR 627.

Department of Transportation Response/Corrective Action Plan:
NDDOT agrees with the finding. NDDOT is in the process of developing a value engineering policy. The
value engineering policy will be fully developed, approved, and implemented by May 1, 2015.

Finding 2014-033
U.S. DEPARTMENT OF TRANSPORTATION

Federal Highway Administration
CFDA # 20.205
Highway Planning and Construction
Questioned Cost: SO

Condition:
The Department of Transportation (DOT) has not fully implemented nor obtained approval from the
Federal Highway Administration (FHWA) of qualification-based selection procedures (Brooks Act) used
when contracting to procure engineering and design related services for a construction project using
Federal-aid highway funding. The Department of Transportation has not required the subrecipients to
develop written procedures to provide for the following related to procurement of consultant services:
e Preparing a scope of work, evaluation factors, and cost estimate;
e Soliciting proposals;
e Evaluating and ranking proposals and a documented basis of selection;
e Negotiating the amount to be paid;
e Monitoring the consultant's work and preparing a performance evaluation when the work is
completed; and
e Determining the extent to which the consultant, who is responsible for the professional quality,
technical accuracy, and coordination of services, may be reasonably liable for costs resulting from
errors or deficiencies in design furnished under its contract (23 CFR section 172.9(a)).
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Subsequently, the Department of Transportation is required to approve the written procedures
developed by the subrecipients in accordance with 123 CFR section 172.9. Additionally, the Department
of Transportation has not developed procedures to monitor subrecipients for compliance with the
required procedures of the Brooks Act.

Criteria:

State Department of Transportations and local public agencies (subrecipients) must use qualification-
based selection procedures (Brooks Act) when contracting to procure engineering and designed related
services for construction projects using Federal-aid highway funding in accordance with 23 USC 112(b)(2)
and 23 CFR section 172. Written procedures of the State DOT and subrecipients are required and must
be approved by the Federal Highway Administration and State DOT, respectively, in accordance with 23
USC 112(b)(2) and 23 CFR section 172. A pass-through entity is responsible for monitoring the
subrecipient's use of Federal awards to provide reasonable assurance that the subrecipient administers
Federal awards in compliance with laws, regulations, and the provision of contracts or grant agreements
and that performance goals are achieved, in accordance with the OMB Circular A-133 Compliance
Supplement.

Cause:

The Department of Transportation has submitted a draft of preliminary procedures in the consultant
administrative services manual to the Federal Highway Administration for approval; however, approval
has not been received and procedures have not been implemented.

Effect:
Non-compliance with federal regulations.

Recommendation:
We recommend the Department of Transportation fully implement and obtain written approval of
gualification-based selection procedures from FHWA in accordance with 23 CFR section 172.9.

We recommend the Department of Transportation require subrecipients to develop written procedures
in accordance with 23 USC 112(b)(2) and 23 CFR section 172 including required procedures of 23 USC
section 172.9 and, subsequently approve the subrecipient procedures. We also recommend the
Department of Transportation develop and perform subrecipient monitoring procedures to ensure
compliance with the required qualification-based selection procedures of the Brooks Act pursuant to 23
CFR section 172.9.

Department of Transportation Response/Corrective Action Plan:

NDDOT agrees with the finding. Efforts are currently underway to fully implement the recommendation
by May 1, 2015.

113



STATE OF NORTH DAKOTA
SCHEDULE OF FEDERAL FINDINGS AND QUESTIONED COSTS

For Fiscal Years Ended June 30, 2014 and 2013

Finding 2014-034
U.S. DEPARTMENT OF TRANSPORTATION

Federal Highway Administration
CFDA # 20.205
Highway Planning and Construction
Questioned Cost: Unknown

Condition:

The Department of Transportation (DOT) has not documented county compliance with final project
subrecipient monitoring procedures since 2008. The Department of Transportation performs final project
reviews of cities ensuring compliance with various requirements including funding, project selection,
environmental impact, publicinvolvement, design standards, utility, and engineering consultant selection.
These reviews have not been performed since 2008 for county projects. During fiscal years 2013 and
2014, a total of 37 counties were paid $26,601,308 in grants from the Highway Planning and Construction
program.

Criteria:

OMB Circular A-133, section .400(d)(3) requires a pass-through entity to monitor the activities of
subrecipients to provide reasonable assurance 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.

Cause:
Due to heavy workload the DOT failed to perform subrecipient monitoring reviews of the counties as
required.

Effect:

Non-compliance with OMB Circular A-133 subrecipient monitoring compliance requirements by a pass-
through entity. Possible non-compliance by subrecipients of project agreements with DOT and federal
requirements.

Recommendation:
We recommend the Department of Transportation ensure subrecipient monitoring procedures are
performed for counties receiving Highway Planning and Construction grants.

Department of Transportation Response/Corrective Action Plan:

NDDOT agrees with the finding. NDDOT is in the process of developing and implementing a
comprehensive, department wide program for all aspects of sub-recipient monitoring. This program is to
be completed and implemented no later than May 1, 2015. Portions of the comprehensive program that
have already been developed will be implemented immediately.
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Finding 2014-035
U.S. DEPARTMENT OF TRANSPORTATION

Federal Highway Administration
CFDA # 20.205
Highway Planning and Construction
Questioned Cost: SO

Condition:

The Department of Transportation did not report all emergency projects within the Federal Funding
Accountability and Transparency Act (FFATA) reporting requirements in accordance with 2 CFR part 170.
There were at least 188 emergency projects with temporary payments during our audit period. In
addition, for emergency projects, the Department of Transportation did not obtain the subrecipient's Dun
and Bradstreet Data Universal Numbering System (DUNS) number and identify to the subrecipient the
Federal award information (Catalog of Federal Domestic Assistance (CFDA) title and name and the Federal
awarding agency).

Criteria:

Subawards with obligations in excess of $25,000 are required to be reported under the Federal Funding
Accountability and Transparency Act in accordance with 2 CFR part 170 and DUNS number needs to be
obtained prior to the subawards issuance.

A pass- through entity is responsible for determining whether an applicant for a subaward has provided a
Dun and Bradstreet Data Universal Numbering System (DUNS) number as part of its subaward application
and at the time of the subaward, identifying to the subrecipient the Federal award information (i.e., CFDA
title and number; award name and number; if the award is research and development; and name of
Federal awarding agency) and applicable compliance requirements in accordance with OMB Circular A-
133 Compliance Supplement (Subrecipient Monitoring) Part 3.

Cause:

The Department of Transportation misinterpreted guidance from the Federal Highway
Administration North Dakota Division and did not recognize that the FFATA reporting requirements and
OMB Circular A-133 subrecipient monitoring requirements do not allow for exclusions for emergency
projects based on the nature of the projects.

Effect:
Noncompliance with FFATA reporting requirements and OMB Circular A-133 subrecipient monitoring
compliance requirements.

Recommendation:

We recommend the Department of Transportation report all federal awards to subrecipients including
emergency projects within the Federal Funding Accountability and Transparency Act reporting
requirements. We also recommend the Department of Transportation obtain the DUNS number and
identify Federal award information to subrecipients of emergency projects.
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Department of Transportation Response/Corrective Action Plan:

NDDOT agrees with the finding. As noted by the State Auditor’s Office in the cause section of the finding,
NDDOT misunderstood communications with the Federal Highway Administration; as a result NDDOT did
not properly obtain information and report some payments for temporary repairs on projects funded with
FHWA emergency relief funding as required by the Federal Funding Accountability and Transparency Act.

NDDOT has received clarification from FHWA and will collect the proper data and properly report
payments for temporary repairs on FHWA emergency relief projects for all future payments.

Finding 2014-036
U.S. DEPARTMENT OF TRANSPORTATION

Federal Transit Administration
CFDA # 20.509
Formula Grants for Rural Areas
Questioned Cost: SO

Condition:

The Department of Transportation did not comply with Federal Funding Accountability and Transparency
Act (FFATA) reporting requirements for sub-awards made after the effective date of October 1, 2010. The
agency did not complete FFATA reporting for sub-awards entered into for the period of July 2012 through
January 2013 and April 2014 through June 2014.

Criteria:

FFATA Subaward Reporting Information as prepared by the Federal Transit Administration states all direct
recipients that pass subawards through to subrecipients are subject to the requirements to report sub-
award information by the end of the month after the month in which they make any subaward under the
grant for awards effective after October 1, 2010. Subawards with obligations in excess of $25,000 are
required to be reported under the Federal Funding Accountability and Transparency Act in accordance
with 2 CFR part 170.

Cause:
Due to employee turnover and reassigning employee responsibilities, the Department failed to file the
FFATA report as required.

Effect:
Noncompliance with FFATA reporting requirements.

Recommendation:

We recommend the Department of Transportation properly comply with Federal Funding Accountability
and Transparency Act reporting requirements of 2 CFR part 170.
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Department of Transportation Response/Corrective Action Plan:

NDDOT agrees with the finding. NDDOT is developing procedures to insure that staff is adequately cross
trained and equipped so that FFATA reporting requirements are properly met at all times, including
periods of staff turnover.

Finding 2014-037
U.S. DEPARTMENT OF TRANSPORTATION
Federal Railroad Administration
CFDA # 20.933
National Infrastructure Investments
Questioned Cost: SO

Condition:

The Department of Transportation did not report the single subaward of the National Infrastructure
Investments Program totaling $10 million according Federal Funding Accountability and Transparency Act
(FFATA) requirements.

Criteria:
Subawards with obligations in excess of $25,000 are required to be reported under the FFATA in
accordance with 2 CFR part 170.

Cause:
The Department of Transportation did not ensure FFATA reporting responsibility was properly assigned.

Effect:
Noncompliance with FFATA reporting requirements.

Recommendation:

No recommendation will be made. The single subaward of the National Infrastructure Investments
program was awarded during federal fiscal year 2013. The federal fiscal year 2013 reporting period for
FFATA is considered closed.
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Finding 2014-038
U.S. DEPARTMENT OF TRANSPORTATION

CFDA # Various
All Grants with Subrecipients
Questioned Cost: SO

Condition:

The Department of Transportation (DOT) does not have adequate procedures in place to ensure that
subrecipients spending $500,000 or more in Federal awards have met the audit requirements of OMB
Circular A-133. Specifically, we noted the following conditions:

e Procedures to identify annually, based on the subrecipient’s fiscal year, subrecipients that
expended $500,000 or more in Federal awards from all sources have not been implemented; and

e Atracking system for monitoring subrecipients that require an audit to ensure audit requirements
are met has not been implemented.

Criteria:

OMB Circular A-133 section .400(d)(4) requires that a pass-through grantor ensure that subrecipients
expending $500,000 or more in Federal awards during the subrecipient's fiscal year have met the audit
requirements of OMB Circular A-133.

Cause:
The Department of Transportation designed procedures to comply with the recommendation; however,
procedures were not implemented during the audit period.

Effect:
Subrecipients spending more than $500,000 from all sources including the Department of Transportation
may not be completing audits as required by the OMB Circular A-133.

Recommendation:

We recommend that the Department of Transportation implement procedures to identify annually, based
on the subrecipient’s fiscal year, subrecipients that spent $500,000 or more in Federal awards from all
sources. We also recommend the developed tracking system for monitoring subrecipients that met the
A-133 audit threshold be implemented to ensure all required audits are completed within 9 months of
the subrecipient’s fiscal year end, management decisions are issued within 6 months of receiving the audit
report, and timely and appropriate corrective action of all findings.

Department of Transportation Response/Corrective Action Plan:

NDDOT agrees with the finding. NDDOT is in the process of developing and implementing a
comprehensive, department wide program for all aspects of subrecipient monitoring. This program is to
be completed and implemented no later than May 1, 2015. Portions of the comprehensive program that
have already been developed will be implemented immediately.
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GAME AND FISH DEPARTMENT

Finding 2014-039
U.S. DEPARTMENT OF THE INTERIOR

CFDA # 15.605, 15.611
Sport Fish Restoration Program/Wildlife Restoration and Basic Hunter Education
Questioned Cost: 511,025

Condition:

The North Dakota Game and Fish Department (The Department) had unallowable costs during the audit
period for volunteer recognition banquet expenses. The Department paid for guest meals at a volunteer
instructor's banquet that were determined to be ineligible expenses because the guests were
not volunteer instructors. There were also some trapping (fur bearer) instructors that attended that
should not have been paid out of this federal program. This is an annual banquet and errors were noted
in both years.

2013
e CFDA 15.605 — Sportfish Restoration Program - $612 in meal errors were noted.
e CFDA 15.611 — Wildlife Restoration and Basic Hunter Education Program - $4,772 in meal errors
were noted.

e CFDA 15.605 — Sportfish Restoration Program - $173 in meal errors were noted.

e CFDA 15.611 — Wildlife Restoration and Basic Hunter Education Program - $4,758 in meal errors
were noted.

e The Department incorrectly paid $710 in sales tax to the catering company on the banquet meals.

Criteria:
2 CFR 225 Appendix A, section C(1) requires that for costs to be considered allowable under a Federal
award, the costs must be:
e Necessary and reasonable for proper and efficient performance and administration of Federal
awards; and
e Authorized or not prohibited under State or local laws or regulations.

North Dakota Century Code Section 57-39.2-04(6) says that state agencies are exempt from paying sales
tax on items otherwise taxable.

Cause:
The North Dakota Game and Fish Department was not aware that banquet meal costs for guests of the

hunter and aquatic education instructors were considered unallowable costs.

Effect:
The North Dakota Game and Fish Department is not expending federal funds in an allowable manner.
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Recommendation:

We recommend the North Dakota Game and Fish Department implement policies and procedures to
ensure that only allowable costs are charged to the Sport Fish Restoration Program / Wildlife Restoration
and Basic Hunter Education Grant Program.

Game and Fish Department Response/Corrective Action Plan:

The Department agrees with the recommendation. The Department believed these expenditures were
allowable per the approved grant by the federal granting agency. The Department will work with the
federal grantor to confirm the required language is included in the grant application and work plans and
ensure only allowable costs are charged to federal grant programs.

HIGHWAY PATROL

Finding 2014-040
U.S. DEPARTMENT OF TRANSPORTATION
CFDA #20.218
National Motor Carrier Safety Assistance Program
Questioned Cost: Unknown

Condition:

The North Dakota Highway Patrol lacks appropriate policies and procedures needed to ensure that only
eligible costs are charged to Motor Carrier Safety Assistance Program (MCSAP) Grants. The following
errors were noted:

1. The reallocation process for payroll costs does not have an approval process in place to ensure
accuracy.

2. The $200 payments to the Highway Patrol Officers in lieu of reimbursements for meals and other
expenses is not being reallocated based on actual hours worked.

3. Proper controls are not in place to ensure that a supervisor cannot approve their own timecard.

The errors noted in (1) and (2) above resulted in the MCSAP program being undercharged by $753.

Criteria:

2 CFR Part 225 Appendix B, Section 8(d) states that fringe benefits include, but are not limited to, the costs
of leave, employee insurance, pensions, and unemployment benefit plans and the cost of fringe benefits
in the form of regular compensation paid to employees during periods of authorized absences from the
job, such as for annual leave, sick leave, holidays, court leave, military leave, and other similar benefits,
are allowable if the costs are equitably allocated to all related activities.

Internal Control-Integrated Framework (COSO Report), published by the Committee of Sponsoring

Organizations of the Treadway Commission, identifies monitoring as one of the five components of
internal control. Monitoring activities include supervisor or managerial review of reports.
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Cause:
The North Dakota Highway Patrol's corrective action regarding finding 12-39 of the 2011-12 Single audit
did not properly address the $200 meal reimbursement reallocation.

Effect:
The lack of controls increases the risk that the program guidelines are not being followed and ineligible
costs are charged to the program.

Recommendation:
We recommend the North Dakota Highway Patrol ensure proper policies and procedures are in place to
prevent the billing of payroll costs to the MCSAP Program that are not eligible for reimbursement.

Highway Patrol Response/Corrective Action Plan:

e Condition 1) The Highway Patrol agrees with the recommendation. The reallocation process
prepared by the payroll section will be approved by the accounting section prior to being entered
into the PeopleSoft monthly payroll system.

e Condition 2) The Highway Patrol agrees with the recommendation. The monthly $200 payments
to Highway Patrol officers assigned to a federal program will be reallocated using the same
process as are the regular salaries and benefits to ensure that the correct proportion of this
expense is charged to federal programs.

e Condition 3) The Highway Patrol agrees with the recommendation. Electronic time sheets for all
supervisors will be approved by another authorized signer to ensure independent authorization.
The Highway Patrol’s daily activity system will be updated to prevent supervisors from approving
their own entries.

OFFICE OF THE ADJUTANT GENERAL

Finding 2014-041
U.S. DEPARTMENT OF HOMELAND SECURITY

Federal Emergency Management Agency
CFDA # CFDA 97.039/97.036
Hazard Mitigation Grant/ Disaster Grants Public Assistance
Questioned Cost: SO

Condition:

The Office of the Adjutant General does not have proper procedures to ensure evidence is obtained to
verify whether local matching contributions are from non-federal sources; involved in federal funding,
directly or indirectly; and were used for another federally-assisted program.

Criteria:

2 CFR Part 200.403 (f) states that except where otherwise authorized by statute, costs must not be
included as a cost or used to meet cost sharing or matching requirements of any other federally-financed
program in either the current or a prior period.
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2 CFR Part 200.306(b)(1) states "For all Federal awards, any shared costs or matching funds and all
contributions, including cash and third party in-kind contributions, must be accepted as part of the non-
Federal entity's cost sharing or matching when such contributions are verifiable from the non-Federal
entity's records."

2 CFR 200.331(d) states, "All pass-through entities must monitor the activities of the subrecipient as
necessary to ensure that the subaward is used for authorized purposes, in compliance with Federal
statutes, regulations, and the terms and conditions of the subaward; and that subaward performance
goals are achieved."

Cause:

The Office of the Adjutant General has revised their grant agreements to include stipulations that
matching funds are from allowable sources, however, further procedures to ensure the allowable source
of match from the local entity was verified were not developed.

Effect:
Local match contributions could include funds from other federal sources not authorized, involve federal
funding, or be used for another federally-assisted program.

Recommendation:
We recommend the Office of the Adjutant General ensure evidence is obtained to verify whether local
matching contributions are from an allowable source.

Office of the Adjutant General Response/Corrective Action Plan:

The agency concurs, however, the agency implemented a process that had been deemed sufficient, where
by certification has been required stating local matching contributions are from non-federal sources. We
will expand our certification process to meet new requirements.

Finding 2014-042
U.S. DEPARTMENT OF HOMELAND SECURITY

Federal Emergency Management Agency
CFDA # CFDA 97.067
Homeland Security Grant Program
Questioned Cost: SO

Condition:
The North Dakota Adjutant General did not have controls in place to ensure funds for subgrants were
obligated within forty-five days after the date of the grant award.

Criteria:

Part 4 of the OMB A-133 Circular Compliance Supplement for the Homeland Security Grant Program,
Section IlI(N) indicates that states must obligate funds for subgrants within 45 days after the date of the
grant award (6 USC 605 (c)(1)). "Obligate" has the same meaning as in Federal appropriations law, i.e.,
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there must be an action by the State to establish a firm commitment; the commitment must be
unconditional on the part of the State; there must be documentary evidence of the commitment; and the
award terms must be communicated to the subgrantee and, if applicable, accepted by the grantee.

Cause:
Policies and procedures were developed but not implemented during the audit period.

Effect:
Noncompliance with federal regulations.

Recommendation:
We recommend the North Dakota Adjutant General implement controls to ensure funds are obligated to
sub-grantees within forty-five days after the date of the grant award.

Office of the Adjutant General Response/Corrective Action Plan:

The agency concurs, however, policies were changed during the audit period but due to the grant cycle,
were not evidenced until four months after the audit period when the 2014 Homeland Security Grants
were issued.

Finding 2014-043
U.S. DEPARTMENT OF DEFENSE

National Guard Bureau
CFDA # CFDA 12.401
National Guard Military Operations and Maintenance (O&M) Projects
Questioned Cost: $14,578

Condition:

The ND National Guard Internal Review Division reported that Distributed Learning Program (DLP)
expenditures of the National Guard Military Operations and Maintenance Projects were used for General
Services Administration (GSA) vehicles which did not support distance learning sites. In federal fiscal year
(FFY) 2013 this resulted in unallowable charges of $14,578.

Criteria:
Army National Guard DLP allows for charges for activities used to support distance learning activities.

Cause:
Client oversight.

Effect:
Unallowable costs paid under the Army National Guard DLP.
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Recommendation:

We recommend the North Dakota Adjutant General ensure the Distributed Learning Program of the
National Guard Military Operations and Maintenance Projects is only charged for GSA vehicles used to
support Distance Learning Activities.

Office of the Adjutant General Response/Corrective Action Plan:
The agency concurs, however, this error was corrected during the audit period.

OFFICE OF THE ATTORNEY GENERAL

Finding 2014-044
U.S. DEPARTMENT OF JUSTICE

CFDA # Various
All Grants with Subrecipients
Questioned Cost: SO

Condition:
The Office of Attorney General does not have adequate controls in place to properly monitor subrecipients
A-133 audit requirements.

Criteria:
OMB Circular A-133 requires pass-through entities to ensure subrecipients receive A-133 audits as
required and take corrective action on all audit findings.

Cause:
The client was unaware of the monitoring requirements.

Effect:
The Office of Attorney General may not have adequately monitored subrecipients audit reports. Possible
misuse of funds by subrecipients could go undetected by the Office of Attorney General.

Recommendation:
We recommend the Office of Attorney General implement controls to ensure they review all subrecipients
A-133 audit reports.

Office of the Attorney General Response/Corrective Action Plan:

The office has implemented a certification form for subrecipients receiving $20,000 or more in federal
sub-grants from this office to return with their award paperwork asking them to confirm in writing that
an A-133 audit is or is not required for the award period. The next time the office will send out this
paperwork is March 1, 2015.
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OFFICE OF THE STATE TREASURER

Finding 2014-045
U.S. DEPARTMENT OF THE INTERIOR
CFDA # 15.433, 15.437
Flood Control Act Lands and Minerals Leasing Act
Questioned Cost: SO

Condition:

The Office of the State Treasurer (OST) does not have adequate procedures to ensure that subrecipients
spending $500,000 in federal awards have met the OMB Circular A-133 audit requirements and to ensure
that timely corrective action is taken on any findings. The OST also did not notify subrecipients of the
CFDA number and title under which they received funding, nor did they perform any subrecipient
monitoring.

Criteria:
OMB Circular A-133, section 400(d) lists the responsibilities of pass through entities.

Cause:
The Office of the State Treasurer was unaware OMB Circular A-133 was applicable to some of the funds
they had received from the federal government.

Effect:

Subrecipients may be unaware of the award information and requirements pertaining to the funding they
received. Also, the Office of the State Treasurer may not have been aware of any audit findings regarding
funding they passed through to subrecipients.

Recommendation:
We recommend the Office of the State Treasure implement adequate subrecipient monitoring
procedures.

Office of the State Treasurer Response/Corrective Action Plan:

The Office of State Treasurer (OST) agrees that the office was not meeting the sub recipient monitoring
requirements. The OST was only recently made aware that the federal funds it receives and distributes
to multiple political subdivisions make the office subject to the Single Audit requirements under OMB
Circular A-133. Over the course of all of previous federal fund distributions, the office was never informed
that these receipts and payments created such a requirement. As soon as the OST was informed that it
was subject to the monitoring requirements in A-133, it implemented a tracking system to satisfy these
requirements. As part of the tracking system, the OST now informs each political subdivision the amounts
it is receiving under each federal program number and also informs them of the requirements and
limitations of uses for those specific funds. It also tracks whether or not the receiving political subdivisions
are filing an Annual Single Audit if they exceed the statutory thresholds.
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BISMARCK STATE COLLEGE (BSC)

DAKOTA COLLEGE AT BOTTINEAU (DCB)

DICKINSON STATE UNIVERSITY (DSU)

MINOT STATE UNIVERSITY (MISU)

NORTH DAKOTA STATE SCHOOL OF SCIENCE (NDSCS)
NORTH DAKOTA STATE UNIVERSITY (NDSU)

VALLEY CITY STATE UNIVERSITY (VCSU)

WILLISTON STATE COLLEGE (WSC)

Finding 2014-046
U.S. DEPARTMENT OF EDUCATION
CFDA #93.342, 93.364, 93.264, 84.268, 84.038
Student Financial Aid Cluster
Questioned Cost: SO

Condition:

The Loan Note disclosure submitted to the state Office of Management and Budget for 2013 and 2014
included several areas where amounts submitted were not supported by the general ledger or where
required amounts were not included. Differences were noted for 2013 at BSC, DCB, DSU, MISU, NDSCS,
NDSU, VCSU and WSC and for 2014 at BSC, DCB, DSU, LRSC, MASU, MISU, NDSCS, NDSU and WSC.

Criteria:

OMB Circular A-133 section 310(b)(6) states that the Schedule of Expenditures of Federal Awards will
include, either in the schedule or a note to the schedule, the value of loans or loan guarantees outstanding
at year end.

Cause:
Due professional care was not used when preparing the SEFA information.

Effect:
There is a potential for misleading amounts to be included in the notes to the SEFA.

Recommendation:
We recommend the colleges and universities use due professional care when preparing notes to the SEFA
in compliance with federal regulations.

University System Response/Corrective Action Plan:

BSC: Agree. BSC’s Loan Note disclosure for FY13 was found improper and corrections were made. BSC
used due professional care when completing the FY14 Loan Note disclosure and will continue this in future
years. BSC’s Grants Accountant and Financial Aid Director will work together more closely when preparing
reports and notes for future SEFA reporting.

DCB, DSU, LRSC, MaSU, MiSU, NDSCS, NDSU, WSC: Agree. Starting in FY15, greater care will be taken
when preparing reports to insure the correct amounts are used going forward.
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VCSU: Agree. VCSU made the proper corrections after FY 2013 and submitted the Loan Note supported
by the general ledger in FY 2014. In FY2015, VCSU has included corrected instructions in its procedure
manual to ensure corrections will not be needed in the future.

BISMARCK STATE COLLEGE (BSC)

DICKINSON STATE UNIVERSITY (DSU)

NORTH DAKOTA STATE SCHOOL OF SCIENCE (NDSCS)
UNIVERSITY OF NORTH DAKOTA (UND)

WILLISTON STATE COLLEGE (WSC)

Finding 2014-047
U.S. DEPARTMENT OF EDUCATION

CFDA # 84.007, 84.033, 84.038
Student Financial Aid Cluster
Questioned Cost: SO

Condition:
BSC, DSU, NDSCS, NDSU, UND and WSC did not include ConnectND fees in the tuition and fee amount
reported on the Fiscal Operations Report and Application to Participate (FISAP).

Criteria:
Instructions for the FISAP require these types of fees to be included in the tuition and fee amount
reported.

Cause:

ConnectND fees are not recorded as tuition and fees when received by the institution, they are recorded
as a deposit. The fees are remitted to Core Technology Services (CTS) who records them as tuition and
fees.

Effect:
Tuition and fees on the FISAP are understated.

Recommendation:
We recommend that BSC, DSU, NDSCS, NDSU, UND and WSC include the ConnectND fees that are coded
as deposits to the tuition and fee amount reported on the FISAP for each applicable year.

University System Response/Corrective Action Plan:

BSC, DSU, NDSCS, NDSU, UND, WSC: Agree. Beginning in FY2015, ConnectND fees that are coded as
deposits will be included in the tuition and fee amount in the future FISAP reports.
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DAKOTA COLLEGE AT BOTTINEAU (DCB)
WILLISTON STATE COLLEGE (WSC)

Finding 2014-048
U.S. DEPARTMENT OF EDUCATION

CFDA # Various
Student Financial Aid Cluster
Questioned Cost: SO

Condition:

DCB and WSC both failed to complete timely, accurate reconciliations between the Education's Central
Automated Processing System (EDCAPS) Grant Management System (G5) report and the final Common
Origination and Disbursement (COD) reports. Additionally, these amounts did not reconcile completely
to the FA801 or Fund Roster, as well as the general ledger (Pell). Finally, both schools submitted
information very late in the audit, after we had performed our own reconciliations.

Criteria:
Reconciliations are one of the most basic and key internal control procedures. They ensure the entity's
records can be compared with outside information or information from multiple sources.

Cause:
This is likely due to high employee turnover in key positions (Controller and Financial Aid Administrator)
at both schools.

Effect:
Reconciliations are a key control and without them errors or misappropriations may occur and not be
detected in a timely manner.

Recommendation:

We recommend that DCB and WSC perform timely reconciliations between the general ledger and reports
from the federal government including the EDCAPS G5 report, as well as the final COD report and FA801
or Fund Roster. Any differences should be properly investigated and explained or corrected.

University System Response/Corrective Action Plan:
DCB: Agree. We are working closely with the financial aid office to develop a reconciliation process, by
June 30, 2015.

WSC: Agree. WSC current staff has obtained training on how to conduct the reconciliations and

understands the need to perform reconciliations timely. Timely recommendations are now being
performed.
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NORTH DAKOTA STATE COLLEGE OF SCIENCE (NDSCS)

Finding 2014-049
U.S. DEPARTMENT OF EDUCATION
CFDA # Various
Student Financial Aid Cluster
Questioned Cost: $16,059

Condition:

NDSCS' return/repayment of Title IV is being calculated incorrectly. We tested three refunds for each year
and five out of the six were calculated incorrectly due to bookstore charges being included in institutional
charges twice and one out of the six had the percentage of Title IV aid earned calculated incorrectly.

Criteria:
The Federal Student Aid Handbook (2013-14), Volume 5, Chapter 1 states:

o "Institutional charges are used to determine the portion of unearned Title IV aid that the school
is responsible for returning. Schools must ensure that all appropriate fees, as well as applicable
charges for books, supplies, materials, and equipment, are included in Step 5, Part G of the Return
calculation."

e "The institutional charges used in the calculation usually are the charges that were initially
assessed the student for the entire payment period or period of enrollment as applicable."

e "The withdrawal date is used to determine the point in time that the student is considered to
have withdrawn so the percentage of the payment period or period of enrollment completed by
the student can be determined. The percentage of Title IV aid earned is equal to the percentage
of the payment period or period of enrollment completed."

Cause:

The cause of the bookstore charges being included twice were due to the computer program being set up
wrong so that it includes bookstore charges twice in the total institutional charges. The cause of the
wrong percentage of Title IV aid earned was due to an incorrect calculation.

Effect:
The overstatement of total institutional charges and the incorrect calculation of percentage of Title IV Aid
earned effects the amount that the school must return.

Recommendation:
We recommend that North Dakota State College of Science:
e Notinclude bookstore charges in institutional charges twice;
e Use the correct percentages of Title IV aid earned;
e Fix the programming error; and
e Re-perform the calculations each semester to ensure the numbers used in Campus Solutions are
correct.
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University System Response/Corrective Action Plan:

Agree. NDSCS has investigated and corrected the NDSCS programming error within campus
solutions. NDSCS Financial Aid Office will perform manual calculations to review and monitor these
refunds. This will be implemented.

WILLISTON STATE COLLEGE (WSC)

Finding 2014-050
U.S. DEPARTMENT OF EDUCATION
CFDA # 84.007, 84.033, 84.063
Student Financial Aid Cluster
Questioned Cost: SO

Condition:

The 2013 Fiscal Operations Report and Application to Participate (FISAP) at WSC was not supported by
the institution’s general ledger, resulting in incorrect amounts being reported in several different sections
and fields in the report.

Criteria:

34 CFR 674.19(d), 34 CFR 675.19(b)(2)(iv), and 34 CFR 676.19(b)(2) states that an institution shall establish
and maintain program and fiscal records that are reconciled at least monthly. Each year an institution
shall submit a Fiscal Operations Report plus other information the Secretary requires. The institution shall
insure that the information reported is accurate and shall submit it on the form and at the time specified
by the Secretary.

Per the FISAP instructions, the Department uses the information provided in the report to determine the
amount of funds received for each campus-based program. Accurate data must be provided and accurate
and verifiable records must be retained for program review and audit purposes.

Cause:
Turnover of financial and financial aid personnel.

Effect:
Incorrect amounts reported on the FISAP.

Recommendation:

No recommendation will be made as the 2014 FISAP and corresponding general ledger entries are
materially correct.

130




STATE OF NORTH DAKOTA
SCHEDULE OF FEDERAL FINDINGS AND QUESTIONED COSTS

For Fiscal Years Ended June 30, 2014 and 2013

NORTH DAKOTA STATE UNIVERSITY (NDSU)

Finding 2014-051
U.S. DEPARTMENT OF AGRICULTURE
CFDA # 10.XXX (Award # 12-JV-11242307-101), 10.001
Research and Development Cluster
Questioned Cost: Unknown

Condition:
NDSU only reviews the vendor list for debarred and suspended parties annually.

Criteria:
2 CFR 180.300 states that a nonfederal entity must verify, when entering into a covered transaction, that
the entity with which they intend to do business is not debarred or suspended.

Cause:
There is a failure to establish and follow proper policies related to debarred and suspended vendors.

Effect:
Using the current process, expenditures may be made with suspended or debarred parties and the
university won't know about them until after the event.

Recommendation:
We recommend that NDSU develop procedures that will provide for a review of vendors for debarred and
suspended status prior to the expenditure being paid.

University System Response/Corrective Action Plan:

Agree. In the fall of 2014, CORE Technology Services (CTS) discovered a capability in PeopleSoft to review
debarred and suspended parties before payments are made to vendors. Plans are for CTS to turn on this
function by June 30, 2015 after their work on the PeopleSoft 9.2 upgrade this spring. We agree this
automated PeopleSoft solution is preferable over the existing annual review process. In past audits the
annual review process was considered acceptable until an automated solution could be found.
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NORTH DAKOTA STATE UNIVERSITY (NDSU)

Finding 2014-052
VARIOUS FEDERAL AGENCIES

CFDA # VARIOUS
Research and Development Cluster
Questioned Cost: Unknown

Condition:
The NDSU Grants and Contracts Office did not review or approve three interdepartmental billings out of
27 tested (11% error rate).

Criteria:

COSO Internal Control - Integrated Framework states in part: Control activities are the policies and
procedures that help ensure management directives are carried out. Control activities occur throughout
the organization, at all levels and in all functions. They include a range of activities including approvals.

Cause:
The procedures for processing interdepartmental billings using federal funds did not include a review by
the Grants and Contracts Office.

Effect:
This results in an internal control weakness which increases the risk of error occurring and not being

detected.

Recommendation:
No recommendation will be issued as the approval process was implemented in May 2014.

132




STATE OF NORTH DAKOTA
SCHEDULE OF FEDERAL FINDINGS AND QUESTIONED COSTS

For Fiscal Years Ended June 30, 2014 and 2013

BISMARCK STATE COLLEGE (BSC)

WILLISTON STATE COLLEGE (WSC)

NORTH DAKOTA STATE UNIVERSITY (NDSU)
DICKINSON STATE UNIVERSITY (DSU)

NORTH DAKOTA STATE UNIVERSITY OFFICE (NDSUO)
VALLEY CITY STATE UNIVERSITY (VCSU)

UNIVERSITY OF NORTH DAKOTA (UND)

NORTH DAKOTA STATE SCHOOL OF SCIENCE (NDSCS)
LAKE REGION STATE COLLEGE (LRSC)

MINOT STATE UNIVERSITY (MISU)

DAKOTA COLLEGE AT BOTTINEAU (DCB)

MAYVILLE STATE UNIVERSITY (MASU)

Finding 2014-053
VARIOUS FEDERAL AGENCIES
CFDA # Various
Various Federal Agencies
Questioned Cost: SO

Condition:

Several errors were identified in both the 2013 and 2014 Schedules of Expenditures of Federal Awards
(SEFA) provided to the state Office of Management and Budget by the colleges and universities, such as
incorrect amounts, incorrect CFDA numbers, missing identifying numbers, omitted programs, non-cash
assistance not identified separately, etc.

Criteria:
OMB Circular A-133 section 310(b)(1-6) states that the grantee is responsible for the accurate preparation
of the SEFA.

Cause:
There is failure by the institution to properly record all aspects of the SEFA.

Effect:
The misstatement of expenditures on the SEFA results in improper reporting to the federal government.

Recommendation:
We recommend that all institutions ensure that all federal programs are included in the SEFA with proper
titles, CFDA numbers, program names, pass-through identification and amounts.

University System Response/Corrective Action Plan:

BSC: Agree, BSC made the recommended correction from FY13 in FY14 concerning FWS transfers to SEOG
by reporting the expenses in SEOG on the SEFA. BSC will continue this in future years.
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LRSC: Agree. Loan cancellation charges were not includable SEFA expenditures for Perkins, per past
instructions, and we were not aware of the change. We will certainly include on the SEFA all loan
cancellation charges and any Title IV administrative allowances charged to the Perkins Loan fund
beginning with the report for FY15.

DCB, DSU, MaSU, MiSU, NDSCS, NDSU, NDUSO, UND, VCSU, WSC: Agree. Additional care will be taken in
preparing the SEFA to ensure that all future federal programs are included in the SEFA with proper titles,
CFDA numbers, program names, pass-through identification and amounts, so that an accurate and
complete report is submitted.
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DEPARTMENT OF COMMERCE

Finding 12-1

CFDA # 14.228,
14.255:

Questioned Cost:

Recommendation:

Status:

Page 86

U.S. DEPARTMENT HOUSING AND URBAN DEVELOPMENT
CDBG - State-Administered Small Cities Program Cluster

$0

We recommend the Department of Commerce complete the "Section 3
Summary Report, Economic Opportunities for Low- and Very Low-Income
Persons" as required.

The finding was implemented in accordance with the corrective action plan.

DEPARTMENT OF HEALTH

Finding 12-2

CFDA # 10.557:

Questioned Cost:

Recommendation:

Status:

Page 87

U.S. DEPARTMENT OF AGRICULTURE

Food and Nutrition Service

Special Supplemental Nutrition Program for Women, Infants, and Children
(WIC)

$0

We recommend the Department of Health comply with 7 CFR 246.12(k)(1)
by implementing procedures to detect if a vendor has deposited food
instruments or cash-value vouchers more than 60 days after the first date
of use.

The finding was implemented in accordance with the corrective action plan.
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DEPARTMENT OF HUMAN SERVICES

Finding 12-3

CFDA # 93.720,
93.777,
93.778:

Questioned Cost:

Page 88
U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
Medicaid Cluster

$0

Recommendation: We recommend the Department of Human Services ensure the SURS Unit
develops a sampling plan that is properly designed and has adequate
resources to execute the plan.

Status: Finding was partially implemented. See current year finding #2014-002.

Finding 12-4 Page 89

CFDA # 93.720, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

93.777, Centers for Medicare and Medicaid Services
93.778:  Medicaid Cluster

Questioned Cost:

Recommendation:

Status:

$0

We recommend the Department of Human Services ensure preliminary
investigations are properly documented and performed on all cases of fraud
and abuse referred to the unit, determine whether there is a sufficient basis
to warrant a full investigation, and refer those cases to the proper
authorities as required.

Finding was not implemented. See current year finding #2014-003.

136




STATE OF NORTH DAKOTA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the fiscal years ended June 30, 2014 and 2013

By State Agency

Finding 12-5

CFDA # 93.720,
93.777,
93.778:

Questioned Cost:

Page 91
U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare and Medicaid Services
Medicaid Cluster

$0

Recommendation: We recommend the Department of Human Services sufficiently organize
the SURS unit outside the control of other Medicaid operations so the
SURS unit can objectively perform their function.
Status: Finding was not implemented. See current year finding #2014-004.
Finding 12-6 Page 93
CFDA # 93.720, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
93.777, Centers for Medicare and Medicaid Services
93.778:  Medicaid Cluster

Questioned Cost:

Recommendation:

Status:

$0

We recommend the Department of Human Services update the SURS
manual to ensure all requirements that SURS reviews and schedules have
prior approval by the Medicaid Director before execution be removed and
that it includes guidance about:

¢ Quarterly sample sizes;

« Expanding sample sizes when errors are identified; and

* How to document and track sampling activity.

Finding was implemented in accordance with the corrective action plan.

137




STATE OF NORTH DAKOTA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the fiscal years ended June 30, 2014 and 2013

By State Agency

Finding 12-7

CFDA # 93.720,
93.777,
93.778:

Questioned Cost:

Page 94
U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare & Medicaid Services
Medicaid Cluster

$0

Recommendation: We recommend the Department of Human Services apply for a new
Federal waiver or work to create a Medicaid Fraud Control Unit that is
separate and distinct from the Department of Human Services.

Status: Finding was not implemented. The Department continues to wait for
guidance from CMS. See current year finding #2014-006.

Finding 12-8 Page 95

CFDA # 93.720, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

93.777, Centers for Medicare & Medicaid Services
93.778:  Medicaid Cluster

Questioned Cost:

Recommendation:

Status:

$0

We recommend the Department of Human Services develop policies and
procedures to ensure the system security review is properly designed to
include reviewing and updating access rights for all counties.

The finding was implemented in accordance with the corrective action plan.
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Finding 12-9 Page 96
CFDA # 93.720, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
93.777, Centers for Medicare & Medicaid Services
93.778:  Medicaid Cluster
Questioned Cost:  $0
Recommendation: We recommend the Department of Human Services conduct a risk analysis
of the Medicaid system and include all elements as required by the OMB
Circular A-133 Compliance Supplement.

Status: Finding was partially implemented. See current year finding #2014-013.

Finding 12-10 Page 97

CFDA # 93.720, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
93.777, Centers for Medicare & Medicaid Services
93.778: Medicaid Cluster

Questioned Cost:  $0

Recommendation: We recommend the Department of Human Services submit drug rebate
utilization data to CMS within 60 days after the end of the quarter.

Status: Finding was partially implemented. See current year finding #2014-014.
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Finding 12-11

CFDA # 93.720,
93.777,
93.778:

Questioned Cost:

Page 98
U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare & Medicaid Services
Medicaid Cluster

$0

Recommendation: We recommend the Department of Human Services implement procedures
to ensure nursing homes and hospitals meet the prescribed health and
safety standards and maintain documentation that the provider has met the
standards.

Status: Finding was partially implemented. See current year finding #2014-012.

Finding 12-12 Page 99

CFDA # 93.720, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

93.777, Centers for Medicare & Medicaid Services
93.778:  Medicaid Cluster

Questioned Cost:

Recommendation:

Status:

$0

We recommend the Department of Human Services establish policies and
procedures to ensure the control activities at outside services organizations
are properly monitored on a timely basis.

The finding was implemented in accordance with the corrective action plan.
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Finding 12-13

CFDA # 93.720,
93.777,
93.778:

Questioned Cost:

Page 100
U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Centers for Medicare & Medicaid Services
Medicaid Cluster

$0

Recommendation: We recommend the Department of Human Services develop procedures to
ensure access rights to the Medicaid fee schedule are reviewed on a
recurring basis to ensure access is properly limited.

Status: Finding was not implemented. See current year finding #2014-010.

Finding 12-14 Page 101

CFDA # 93.720, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

93.777, Centers for Medicare & Medicaid Services
93.778:  Medicaid Cluster

Questioned Cost:

Recommendation:

Status:

$0

We recommend the Department of Human Services develop procedures to
ensure access rights to the Vision eligibility system are reviewed on a
recurring basis to ensure access is properly limited.

Finding was not implemented. See current year finding #2014-011.
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Finding 12-15

CFDA # 93.720,
93.777,
93.778:

Questioned Cost:

Page 102

U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare & Medicaid Services

Medicaid Cluster

$0

Recommendation: We recommend the Department of Human Services continue updating
Medicaid provider eligibility files to ensure current license information,
eligibility checklists, and provider agreements are maintained within the
provider eligibility files.

Status: Finding was partially implemented. See current year finding #2014-009.

Finding 12-16 Page 103

CFDA # 93.720,
93.777,
93.778:
Questioned Cost:

Recommendation:

Status:

U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare & Medicaid Services
Medicaid Cluster

$0
We recommend the Department of Human Services credit the Medicaid
program for overpayments made to providers of medical services within 1

year of identification of the overpayment.

The finding was implemented in accordance with the corrective action plan.
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Finding 12-17

CFDA # 93.575,
93.596,
93.713:

Questioned Cost:

Page 104

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families

CCDF Cluster

$0

Recommendation: We recommend the Department of Human Services properly implement
system controls to prevent duplicate and other improper payments from
being made from the Child Care Assistance System.

Status: The finding was not implemented during the audit period. A work request
was completed and the finding was implemented starting in September of
2014. See current year finding #2014-016.

Finding 12-18 Page 105

CFDA # 93.575, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

93.596, Administration for Children and Families
93.713:  CCDF Cluster

Questioned Cost:

Recommendation:

Status:

$270

We recommend the Department of Human Services develop and
implement controls to ensure that benefit payments are being issued for
appropriate amounts using applicable supporting documents for necessary
calculations.

The finding was implemented in accordance with the corrective action plan.
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Finding 12-19

CFDA # 93.575,
93.596,
93.713:

Questioned Cost:

Page 106

U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families

CCDF Cluster

$0

Recommendation: We recommend the Department of Human Services develop written
policies and procedures for identifying and recovering potential provider
fraud within the Child Care Assistance Program.

Status: Finding was partially implemented. See current year finding #2014-021.

Finding 12-20 Page 107

CFDA # 93.575, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

93.596,  Administration for Children and Families
93.713:  CCDF Cluster

Questioned Cost:

Recommendation:

Status:

$0

We recommend the Department of Human Services assign responsibility
for monitoring intentional program violations ensuring that all identified
fraudulent payment amounts are properly entered onto the Child Care
Assistance System for recoupment.

The finding was implemented in accordance with the corrective action plan.
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Finding 12-21

CFDA # 93.575,
93.596,
93.713:

Questioned Cost:

Page 108

U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families

CCDF Cluster

$0

Recommendation: We recommend the Department of Human Services develop and
implement compliance inspections to ensure that all self-declared providers
meet applicable health and safety requirements.

Status: The finding was implemented in 2014 in accordance with the corrective
action plan.

Finding 12-22 Page 109

CFDA # 93.575, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

93.596, Administration for Children and Families
93.713:  CCDF Cluster

Questioned Cost:

Recommendation:

Status:

$0

We recommend the Department of Human Services adjust the sampling
procedures used by the Quality Assurance Division to gain assurance that
Child Care Assistance case files from all counties have been reviewed over
a specified period of time.

The finding was implemented in accordance with the corrective action plan.
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Finding 12-23

CFDA # 93.575,
93.596,
93.713:

Questioned Cost:

Page 110

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families

CCDF Cluster

$0

Recommendation: We recommend the Department of Human Services properly assign
responsibility for verifying receipt of all applicable federal program payroll
certifications.

Status: The finding was implemented in accordance with the corrective action plan.

Finding 12-24 Page 111

CFDA # 93.575, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

93.596,  Administration for Children and Families
93.713:  CCDF Cluster

Questioned Cost:

Recommendation:

Status:

$0

We recommend the Department of Human Services develop and
implement controls to ensure that all individual eligibility workers are
collecting and maintaining all applicable information for Child Care
Assistance eligibility determinations.

The finding was not implemented however the Department continues to
work with and train the counties. See current year finding #2014-017.
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Finding 12-25

CFDA # 93.558,
93.714:

Questioned Cost:

Recommendation:

Status:

Page 112

U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families
TANF Cluster

$0

We recommend the Department of Human Services implement the use of
an electronic spreadsheet for tracking all of the completed TANF Quality
Control monitoring reviews along with any findings and responses that
resulted from these reviews. This spreadsheet could then be utilized to
ensure that all counties are subject to review over a reasonable period of
time.

The finding was implemented in accordance with the corrective action plan.

Finding 12-26

CFDA # Various:

Questioned Cost:

Recommendation:

Status:

Page 113

VARIOUS FEDERAL AGENCIES
Various Federal Programs

$0
We recommend the Department of Human Services ensure high risk
accounting entries that adjust expenditures for Federal programs are

properly reviewed and approved by a program manager.

The finding was implemented in accordance with the corrective action plan.
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Finding 12-27

CFDA # Various:

Questioned Cost:

Recommendation:

Status:

Page 114

VARIOUS FEDERAL AGENCIES
Various Federal Programs

$0
We recommend that the Department of Human Services comply with OMB
Circular A-133 when preparing the Schedule of Expenditures of Federal

Awards and conduct adequate reviews of information being reported to
ensure all of the information included is proper.

The finding was implemented in accordance with the corrective action plan.

DEPARTMENT OF PUBLIC INSTRUCTION

Finding 12-28

CFDA # Various:

Questioned Cost:

Recommendation:

Status:

Page 116
U.S. DEPARTMENT OF AGRICULTURE (USDA)

Child Nutrition Cluster
Child and Adult Care Food Program

$0
We recommend the Department of Public Instruction maintain accurate and
complete records with respect to the receipt, distribution, and inventory of

donated foods.

The finding was implemented in accordance with the corrective action plan.
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Finding 12-29

CFDA # Various:

Questioned Cost:

Recommendation:

Status:

Page 117

VARIOUS FEDERAL AGENCIES
All Grants with Subrecipients

$0

We recommend the Department of Public Instruction implement controls to
ensure they review all subrecipients A-133 audit report.

The Department has partially implemented the recommendation made by
the State Auditor’s Office. The process was new for the last audit period.
The Department has continued to work towards strengthening the process
of ensuring each of the federal funding recipients are reviewed for A-133
audit purposes. See current year finding #2014-030.
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DEPARTMENT OF TRANSPORTATION

Finding 12-30

CFDA # 20.205:

Questioned Cost:

Recommendation:

Status:

Page 118

U.S. DEPARTMENT OF TRANSPORTATION
Highway Planning and Construction

$0

We recommend the DOT obtain written approval of qualification-based
selection procedures from FHWA in accordance with 23 CFR section
172.9.

We recommend the DOT require subrecipients to develop written
procedures in accordance with 23 USC 112(b)(2) and 23 CFR section 172
including required procedures of 23 USC section 172.9 and, subsequently
approve the subrecipient procedures. We also recommend the Department
of Transportation develop and perform subrecipient monitoring procedures
to ensure compliance with the required qualification-based selection
procedures of the Brooks Act pursuant to 23 CFR section 172.9.

Not Implemented - The NDDOT Environmental and Transportation Services
(ETS) Division is in the process of rewriting its Consultant Administration
Services (CAS) manual. This manual contains the procedures to comply
with 23 CFR section 172.9 and the Brooks Act. NDDOT has submitted the
procedures to FHWA, they have indicated the format is acceptable. The
manual rewrite is near completion, currently waiting for final comments and
approval. This manual is being developed and applied to contracts with
local public agencies (LPA) and transit providers. Upon its completion,
NDDOT will require LPAs to comply with the NDDOT CAS manual. See
current year finding #2014-033.
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Finding 12-31

CFDA # 20.205:

Questioned Cost:

Recommendation:

Status:

Auditor Statement:

Page 119

U.S. DEPARTMENT OF TRANSPORTATION
Highway Planning and Construction

$0

We recommend the Department of Transportation ensure documented
evidence for approval or rejection of all value engineering
recommendations and verification that approved value engineering
recommendations are included in the project plans, specifications, and
estimates in accordance with 23 CFR part 627.

Not Implemented - The NDDOT ETS Division will develop a value
engineering (VE) manual upon completion of the CAS manual. Per
discussion with FHWA, the CAS manual should be completed prior to
developing the VE manual. This manual will prescribe the proper policies
and procedures for administration of the value engineering program and will
also prescribe the maintenance of adequate documentation for the
program.

Projects of FY2013 and FY2014 identified in the 2013-2016 Statewide
Transportation Improvement Program did not meet the threshold to require
a value engineering analysis during the audit period.
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Finding 12-32

CFDA # 20.205:

Questioned Cost:

Recommendation:

Status:

Page 120

U.S. DEPARTMENT OF TRANSPORTATION
Highway Planning and Construction

$0

We recommend the Department of Transportation develop properly
documented policies and procedures for the value engineering program in
accordance with 23 CFR 627.

Not Implemented - The NDDOT ETS Division will develop a value
engineering (VE) manual upon completion of the CAS manual. Per
discussion with FHWA, the CAS manual should be completed prior to
developing the VE manual. This manual will prescribe the proper policies
and procedures for administration of the value engineering program and will
also prescribe the maintenance of adequate documentation for the
program. See current year finding #2014-032.
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Finding 12-33

CFDA # 20.205,
20.509:

Questioned Cost:

Recommendation:

Status:

Page 121

U.S. DEPARTMENT OF TRANSPORTATION

Highway Planning and Construction

Formula Grants for Other than Urbanized Areas (Nonurbanized Area
Formula Program)

$0

We recommend the Department of Transportation ensure evidence is
obtained to identity whether local matching contributions are from an
allowable source.

Partially Implemented - The Local Government Division has identified all
contract templates used with their providers. The Legal Division has
worked with Local Government to develop a certification; this was added to
the contract templates as a permanent change. The certification will be for
the LPA or transit providers to certify that the local match is from an
allowable source. In addition to this, the Transit Section of the Local
Government Division has added a section in the transit funding grant
application where the transit providers need to identify their sources of
match. If a provider has a source match from an entity that is greater than
$10,000, the provider must submit a letter to NDDOT from that entity as
proof of the match. See current year finding #2014-031.

Finding 12-35

CFDA # 20.509:

Questioned Cost:

Recommendation:

Status:

Page 123

U.S. DEPARTMENT OF TRANSPORTATION
Formula Grants for Other Than Urbanized Areas (Nonurbanized Area
Formula Program)

$0

We recommend the Department of Transportation comply with Federal
Funding Accountability and Transparency Act reporting requirements.

Partially Implemented - The Department of Transportation continues to
evaluate compliance with Federal Funding Accountability and
Transparency Act (FFATA) reporting requirements. See current year
finding #2014-036.

153




STATE OF NORTH DAKOTA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the fiscal years ended June 30, 2014 and 2013

By State Agency

Finding 12-36

CFDA # Various:

Questioned Cost:

Recommendation:

Status:

Page 124

VARIOUS FEDERAL AGENCIES
All Grants with Subrecipients

$0

We recommend the Department of Transportation develop proper

procedures to:

« ldentify annually, based on the subrecipient’s fiscal year, subrecipients
that spend $500,000 or more in Federal awards from all sources;

» Develop a tracking system for monitoring subrecipients that require an
audit to ensure audit requirements are met;

» Ensure subrecipients that met the A-133 audit threshold have an audit
completed within 9 months of the subrecipient’s fiscal year end;

« Review subrecipient audit reports and issue management decisions
within 6 months of receiving the audit report; and

» Perform monitoring procedures to ensure subrecipients take timely and
appropriate corrective action on all findings.

Partially Implemented - The Local Government Division has included A-133
audit questions on its subrecipient checklist and also includes a statement
requiring entities to comply with OMB Cir. A-133 on its contracts. They
worked with the Audit Services Division and the Legal Division to develop
an audit certification that will be sent out to all entities annually. In
November 2014, the certification was sent to all entities to determine if they
met the threshold for an A-133 audit, that an audit was completed, and that
the audit was submitted to NDDOT. The Local Government Division also
developed a tracking spreadsheet to annually monitor their certification
responses, the audit results, and any follow-up that is needed. See current
year finding #2014-038.
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GAME AND FISH DEPARTMENT

Finding 12-37

CFDA # 15.605,
15.611:

Questioned Cost:

Page 125
U.S. DEPARTMENT OF THE INTERIOR

Sport Fish Restoration Program/Wildlife Restoration and Basic Hunter
Education

$0

Recommendation: We recommend the North Dakota Game and Fish Department develop a
tracking system to ensure that all subrecipients spending $500,000 or more
in Federal awards have met the audit requirements of OMB Circular A-133.
Status: The finding was implemented in accordance with the corrective action plan.
Finding 12-38 Page 127

CFDA # Various:

Questioned Cost:

Recommendation:

Status:

VARIOUS FEDERAL AGENCIES
Various Federal Programs

$0

We recommend that the North Dakota Game and Fish Department
strengthen controls to comply with OMB Circular A-133 when preparing the
Schedule of Expenditure of Federal Awards to ensure all the information
included is accurate.

The finding was implemented in accordance with the corrective action plan.
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HIGHWAY PATROL

Finding 12-39

CFDA # 20.218:

Questioned Cost:

Recommendation:

Status:

Page 128

U.S. DEPARTMENT OF TRANSPORTATION
National Motor Carrier Safety Assistance Program

$23,897

We recommend the North Dakota Highway Patrol ensure that proper
procedures are in place to prevent the billing of costs that are not eligible.

As of June 30, 2014 the finding was partially implemented in accordance
with the corrective action plan. The one portion of the finding referring to
the $200 monthly unvouchered expense payments which had not been
implemented as of June 30, 2014 was implemented after June 30, 2014 in
accordance with the corrective action plan. See current year finding
#2014-040.

Finding 12-40

CFDA # 20.218:

Questioned Cost:

Recommendation:

Status:

Page 129

U.S. DEPARTMENT OF TRANSPORTATION
National Motor Carrier Safety Assistance Program

Unknown

We recommend that the North Dakota Highway Patrol establish internal
controls over Federal programs to ensure that transactions are properly
recorded and accounted for, which includes effectively utilizing the state's
accounting system to track Federal grant activity and ensuring correcting
entries are done timely.

The finding was implemented in accordance with the corrective action plan.
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OFFICE OF THE ADJUTANT GENERAL

Finding 12-41

CFDA # 97.039:

Questioned Cost:

Page 130

U.S. DEPARTMENT OF HOMELAND SECURITY
Hazard Mitigation Grant Program

$0

Recommendation: We recommend the Office of the Adjutant General ensure Federal award
identification information and applicable compliance requirements are
identified to subrecipients.

Status: The finding was implemented in accordance with the corrective action plan.

Finding 12-42 Page 131

CFDA # 97.039:

Questioned Cost:

Recommendation:

Status:

U.S. DEPARTMENT OF HOMELAND SECURITY
Hazard Mitigation Grant Program

$0

We recommend the Office of the Adjutant General properly comply with
Federal Funding Accountability and Transparency Act reporting
requirements. We also recommend the Office of the Adjutant General
obtain subrecipient Dun and Bradstreet DUNS numbers.

The finding was implemented in accordance with the corrective action plan.
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Finding 12-43

CFDA # 97.067:

Questioned Cost:

Recommendation:

Status:

Page 132

U.S. DEPARTMENT OF HOMELAND SECURITY
Homeland Security Grant Program

$0

We recommend the North Dakota Adjutant General identify the obligation
date of Homeland Security Grant Program funds given to sub-grantees to
be the same as defined in the OMB Circular A-133 Compliance
Supplement and implement controls to ensure funds are obligated to sub-
grantees within forty-five days after the date of the grant award and that the
date of obligation be documented.

The finding was partially implemented but due to the timing of the next
grant period was not able to fully implement until September 2014. See
current year finding #2014-042.

Finding 12-44

CFDA # Various:

Questioned Cost:

Recommendation:

Status:

Page 133

VARIOUS FEDERAL AGENCIES
All Grants with Subrecipients

$0

We recommend the Office of the Adjutant General develop proper

procedures to ensure:

« Certifications as to whether the $500,000 threshold for an A-133 audit
was met are required for all subrecipients;

» The tracking system for monitoring subrecipients identifies all
subrecipients that received federal funding; and

» Tracking methods performed include determining A-133 audits are
completed within 9 months of the subrecipient's fiscal year end and
management decisions are made within 6 months of receiving the audit
report.

The finding was implemented in accordance with the corrective action plan.
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OFFICE OF MANAGEMENT AND BUDGET

Finding 12-45

CFDA # Various:

Questioned Cost:

Recommendation:

Status:

Page 135

VARIOUS FEDERAL AGENCIES
Various Federal Programs

$0

We recommend the Office of Management and Budget work with individual
state agencies in determining the time frame to be used and what a
representative sample is when developing clearance patterns to ensure
clearance patterns accurately represent the flow of Federal funds under
each Federal assistance program to which it is applied.

The finding was implemented in accordance with the corrective action plan.

VETERANS HOME

Finding 12-46

CFDA # 64.005:

Questioned Cost:

Recommendation:

Status:

Page 136

U.S. DEPARTMENT OF VETERANS AFFAIRS
Grants to States for Construction of State Home Facilities

$0

We recommend that the Veterans Home implement controls to comply with
OMB Circular A-133 when preparing the Schedule of Federal Expenditures
to ensure all of the information included is complete, up-to-date, and
reliable.

The finding was implemented in accordance with the corrective action plan.
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UNIVERSITY OF NORTH DAKOTA (UND)

Finding 12-47 Page 137

CFDA # Various: U.S. DEPARTMENT OF EDUCATION
Student Financial Aid Cluster

Questioned Cost:  Unknown
Recommendation: We recommend that UND use multiple enroliment categories of full-time,
three-quarter-time, half-time and less-than-half-time for its Cost of

Attendance budgets, and discontinue budgeting everyone as full-time.

Status: The finding was implemented in accordance with the corrective action plan.
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BISMARCK STATE COLLEGE (BSC)

Finding 12-48

CFDA # Various:

Questioned Cost:

Recommendation:

Status:

Page 138

U.S. DEPARTMENT OF EDUCATION
Student Financial Aid Cluster

$59,582

We recommend that BSC:

1.

Update its SAP policy to ensure the application of SAP standards to all
students within all of the categories of students (full-time, part-time,
undergraduate, or other educational programs),

Provide in its SAP policy the basis for which a student may file an
appeal, which includes insufficient GPA, insufficient pace, and/or
exceeded maximum credit limit. This should also identify what
circumstances would be allowable, which include (but is not limited to) a
medical condition, death of a family member, divorce/separation, military
service, and/or other extenuating circumstances,

Clarify the documentation required for specific situations and only
approve those appeals where sufficient documentation has been
obtained and retained, and only approve those appeals for students who
have successfully demonstrated satisfactory academic progress at the
next evaluation.

Consider forming an Appeal Committee. Grievances on denied appeals
could then be brought to the SFA administrator (or a designee) for
further consideration. Additionally, BSC should not approve appeals that
do not have the required supporting documentation or when the student
has not lived up to the Plan of Study outlined in the Appeal.

The finding was implemented in accordance with the corrective action plan.
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NORTH DAKOTA STATE UNIVERISITY (NDSU)
UNIVERSITY OF NORTH DAKOTA (UND)

Finding 12-49 Page 140

CFDA # 12.xxx, U.S. DEPARTMENT OF DEFENSE
47.049: Nation Science Foundation
Research and Development Cluster
DOD Award Number: W9132T-08-2-0014

Questioned Cost:  $0
Recommendation: We recommend UND and NDSU establish and implement a system to
enable the grant officers access to adequate supporting documentation to

review purchase card purchases charged to federal programs.

Status: The finding was implemented in accordance with the corrective action plan.
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DAKOTA COLLEGE AT BOTTINEAU (DCB)

LAKE REGION STATE COLLEGE (LRSC)

MAYVILLE STATE UNIVERSITY (MASU)

NORTH DAKOTA STATE COLLEGE OF SCIENCE (NDSCS)
VALLEY CITY STATE UNIVERSITY (VCSU)

WILLISTON STATE COLLEGE (WSC)

Finding 12-50 Page 141

CFDA # Various: VARIOUS FEDERAL AGENCIES
Various Federal Programs

Questioned Cost:  $0

Recommendation: We recommend:

1. The financial staffs at the noted institutions obtain appropriate general
ledger classification training and implement that training as soon as
possible.

2. Information to comply with federal regulations be recorded in the general
ledger and CFDA numbers be required when setting up federal award
funds and projects.

3. Program income be recorded in the appropriate federal fund and
reported to funding sponsor.

Status: The finding was not implemented. See current year finding #2014-050.
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WILLISTON STATE COLLEGE (WSC)

Finding 12-51 Page 144

CFDA # 84.063, U.S. DEPARTMENT OF EDUCATION
84.007, Federal Pell Grant Program
84.033, Federal Supplemental Education Opportunity Grants
84.038:  Federal Workstudy
Federal Perkins Loan Program

Questioned Cost:  $0
Recommendation: We recommend that WSC:
1. Reconcile program and fiscal records on a monthly basis and

2. Properly report balances on the FISAP.

Status: The finding was implemented in 2014 in accordance with the corrective
action plan.
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the fiscal years ended June 30, 2014 and 2013

By State Agency

NORTH DAKOTA STATE UNIVERSITY (NDSU)

Finding 12-52 Page 146

CFDA # 81.112: U.S. DEPARTMENT OF ENERGY
Research and Development Cluster

Questioned Cost:  Unknown

Recommendation: We recommend, rather than billing in advance based on estimated costs, a
fee schedule be used to bill based on actual costs after the services have
been provided. If an internal service fund must bill in advance for services
to be provided, a periodic reconciliation should be performed comparing
actual costs to what was billed to the federal program. Any charges that
exceed the actual expenses should be refunded to the federal program.

Status: The finding was implemented in accordance with the corrective action plan.
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STATE OF NORTH DAKOTA

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the fiscal years ended June 30, 2014 and 2013

By State Agency

DICKINSON STATE UNIVERSITY (DSU)

Finding 12-53

CFDA # Various:

Questioned Cost:

Recommendation:

Status:

Page 147

U. S. DEPARTMENT OF EDUCATION
Student Financial Aid Cluster

$32,227

We recommend that DSU:

1.

Update its SAP policy to include the application of SAP standards to all
students within all of the categories of students (full-time, part-time,
undergraduate, or other educational programs);

Provide in its SAP policy (not just on the appeal form) the basis for
which a student may file an appeal, which includes insufficient GPA,
insufficient pace, and/or exceeded maximum credit limit. This should
also identify what circumstances would be allowable, which include (but
is not limited to) a medical condition, death of a family member,
divorce/separation, military service, and/or other extenuating
circumstances;

Identify in its SAP policy the information a student must submit when
he/she has a deficiency, and what the student can do to not be deficient
in the next SAP evaluation;

Define in its SAP policy the maximum credit limit for students who are
working towards dual degrees;

Consider using the credits for the major that takes the longest (most
credits) to complete, in regards to students who have dual degrees, to
calculate the 150% for the maximum credit limit;

. Define in its SAP policy how the standards apply to a student who has

changed his/her major;

Consider forming an Appeal Committee. Grievances on denied appeals
could then be brought to the SFA administrator (or a designee) for
further consideration. Further, DSU should not approve appeals that do
not have the required supporting documentation or when the student
has not lived up to the Plan of Study outlined in the Appeal.

The finding was implemented in accordance with the corrective action plan.
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STATE OF NORTH DAKOTA
NORTH DAKOTA STATE AGENCIES
(With Acronyms)

For the Fiscal Years Ended June 30, 2014 and 2013

Acronym
10100

10800
11000
11200
11700
12500
18000
20100
25000
25300
27000
30100
31300
32500
36000
40100
40500
40600
40800
41200
50400
53000
54000
60100
60200
70100
70900
72000

Agency

Governor's Office

Secretary of State
Management and Budget
Information Technology Department
Auditor

Attorney General

State Courts

Public Instruction

Library

School for the Blind

Career and Technical Education
Health Department

Veterans' Home

Human Services

Protection and Advocacy
Insurance Department
Industrial Commission

Labor Department

Public Service Commission
Aeronautics

Highway Patrol

Corrections and Rehabilitation
Adjutant General

Commerce

Agriculture

Historical Society

Arts Council

Game and Fish
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NORTH DAKOTA STATE AGENCIES
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For the Fiscal Years Ended June 30, 2014 and 2013

75000
77000
80100
BSC
DCB
DSU
LRSC
MASU
MISU
NDSCS
NDSU
NDUS
UND
VCSU
WSC

Parks and Recreation

Water Commission
Transportation

Bismarck State College
Dakota College at Bottineau
Dickinson State University
Lake Region State College
Mayville State University
Minot State University

North Dakota State College of Science
North Dakota State University
University System

University of North Dakota
Valley City State University
Williston State College
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