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Transmittal Letter 
 
 
December 21, 2009 
 
 
The Honorable John Hoeven, Governor  

Members of the North Dakota Legislative Assembly 

Carol Olson, Executive Director, Department of Human Services 
 
 
We are pleased to submit this audit of the Department of Human Services for the biennium 
ended June 30, 2009.  This audit resulted from the statutory responsibility of the State Auditor to 
audit or review each state agency once every two years.  The same statute gives the State 
Auditor the responsibility to determine the contents of these audits. 
 
In determining the contents of the audits of state agencies, the primary consideration was to 
determine how we could best serve the citizens of the state of North Dakota.  Naturally we 
determined financial accountability should play an important part of these audits.  Additionally, 
operational accountability is addressed whenever possible to increase efficiency and 
effectiveness of state government.   
 
The in-charge auditor for this audit was Michael W. Schmitcke, CPA.  Cindi Pedersen, CPA, 
was the audit supervisor and Paul Welk, CPA, was the audit manager.  Inquiries or comments 
relating to this audit may be directed to the audit manager by calling (701) 328-2241.  We wish 
to express our appreciation to Director Olson and her staff for the courtesy, cooperation, and 
assistance they provided to us during this audit. 

Respectfully submitted, 

 

Robert R. Peterson 
State Auditor 
 



 

Department of Human Services Audit Report 2 
Biennium ended June 30, 2009 

 

Executive Summary 

Introduction 

The Department of Human Services is an umbrella agency headed by Executive Director Carol 
Olson who was appointed by the Governor.  The Department is organized into three major 
subdivisions consisting of Field Services, Program and Policy Management, and Managerial 
Support. 

The Legislative Audit and Fiscal Review Committee (LAFRC) requests that certain items be 
addressed by auditors performing audits of state agencies.  Those items and the Office of the 
State Auditor’s response are noted below. 

Responses to LAFRC Audit Questions 

1. What type of opinion was issued on the financial statements? 

Financial statements were not prepared by the Department of Human Services in 
accordance with generally accepted accounting principles so an opinion is not applicable.  
The agency’s transactions were tested and included in the state’s basic financial statements 
on which an unqualified opinion was issued. 

2. Was there compliance with statutes, laws, rules, and regulations under which the agency 
was created and is functioning? 

Yes 

3. Was internal control adequate and functioning effectively? 

Other than our finding addressing the "control/fraud risk assessment activities" (page 11), 
we determined internal control was adequate. 

4. Were there any indications of lack of efficiency in financial operations and management of 
the agency? 

No. 

5. Has action been taken on findings and recommendations included in prior audit reports? 

The Department of Human Services has implemented all recommendations included in the 
prior audit report. 

6. Was a management letter issued?  If so, provide a summary below, including any 
recommendations and the management responses. 

Yes, a management letter was issued and is included on page 17 of this report, along with 
management's response. 
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LAFRC Audit Communications 

7. Identify any significant changes in accounting policies, any management conflicts of interest, 
any contingent liabilities, or any significant unusual transactions. 

There were no significant changes in accounting policies, no management conflicts of 
interest were noted, no contingent liabilities were identified or significant unusual 
transactions. 

8. Identify any significant accounting estimates, the process used by management to formulate 
the accounting estimates, and the basis for the auditor’s conclusions regarding the 
reasonableness of those estimates. 

The Department of Human Services financial statements do not include any significant 
accounting estimates. 

9. Identify any significant audit adjustments. 

Significant audit adjustments were not necessary. 

10. Identify any disagreements with management, whether or not resolved to the auditor’s 
satisfaction relating to a financial accounting, reporting, or auditing matter that could be 
significant to the financial statements. 

None.  

11. Identify any serious difficulties encountered in performing the audit. 

None.  

12. Identify any major issues discussed with management prior to retention. 

This is not applicable for audits conducted by the Office of the State Auditor.  

13. Identify any management consultations with other accountants about auditing and 
accounting matters. 

None.  

14. Identify any high-risk information technology systems critical to operations based on the 
auditor’s overall assessment of the importance of the system to the agency and its mission, 
or whether any exceptions identified in the six audit report questions to be addressed by the 
auditors are directly related to the operations of an information technology system. 

ConnectND Finance and Human Resource Management System (HRMS) are high-risk 
information technology systems critical to the Department of Human Services.    

Also critical to the operation of the Department of Human Services are the following 
systems: 
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 VISION – An automated eligibility system, housing TANF, and the vast majority of 
North Dakota’s Medicaid eligibility information. 

 Technical Eligibility Computer System (TECS) 

 Vocational Rehabilitation Information System (VRIS) 

 Regional Office Automation Project (ROAP) 

 Medicaid Management Information System (MMIS) 

 Fully Automated Child Support Enforcement System (FACSES) 

 Low Income Heating Assistance Program (LIHEAP) 

 Comprehensive Child Welfare Information and Payment System (CCWIPS) 

 Child Care Assistance 

 Contract System 
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Audit Objectives, Scope, and Methodology 

Audit Objectives 

The objectives of this audit of the Department of Human Services for the biennium ended 
June 30, 2009 were to provide reliable, audited financial statements and to answer the following 
questions:  

1. What are the highest risk areas of the Department of Human Services’ operations and is 
internal control adequate in these areas? 

2. What are the significant and high-risk areas of legislative intent applicable to the 
Department of Human Services and are they in compliance with these laws? 

3. Are there areas of the Department of Human Services’ operations where we can help to 
improve efficiency or effectiveness? 

Audit Scope 

This audit of the Department of Human Services is for the biennium ended June 30, 2009.  We 
conducted this performance audit in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on 
our audit objectives.  We believe that the evidence obtained provides a reasonable basis for our 
findings and conclusions based on our audit objectives. 

The Department of Human Services has its central office in the Capitol, eight regional human 
service centers, eight regional child support enforcement units, the State Hospital in 
Jamestown, and the Developmental Center in Grafton.  All of these entities were included in the 
audit scope. 

Audit Methodology 

To meet the objectives outlined above, we:  
 

 Prepared financial statements from the legal balances on the state’s 
accounting system tested as part of this audit and the audit of the state's 
Comprehensive Annual Financial Report and developed a discussion and 
analysis of the financial statements. 

 Performed detailed analytical procedures including computer assisted 
auditing techniques.  These procedures were used to identify high risk 
transactions and potential problem areas for additional testing. 

 Tested internal control and compliance with laws and regulations which 
included selecting representative samples to determine if controls were 
operating effectively and to determine if laws were being followed 
consistently. Nonstatistical sampling was used and the results were projected 
to the population. Where applicable, populations were stratified to ensure that 
particular groups within a population were adequately represented in the 
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sample, and to improve efficiency by gaining greater control on the 
composition of the sample. 

 Interviewed appropriate agency personnel. 
 Queried the ConnectND (PeopleSoft) system.  Significant evidence was 

obtained from ConnectND. 
 Observed the Department of Human Services’ processes and procedures. 
 Perform a pivot table analysis in Excel of all expenditures for the audit period 

and determine the amount of expenditures that could have been purchased 
using a P-card. 

In aggregate there were no significant limitations or uncertainties related to our overall 
assessment of the sufficiency and appropriateness of audit evidence.  
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Discussion and Analysis 

The accompanying financial statements have been prepared to present the Department of 
Human Services’ revenues and expenditures on the legal (budget) basis.  The accompanying 
financial statements are not intended to be presented in accordance with generally accepted 
accounting principles (GAAP).    

For the biennium ended June 30, 2009, operations of the Department of Human Services were 
primarily supported by federal funds. This is supplemented by appropriations from the state’s 
general fund and fees credited to the agency’s operating fund. 

Financial Summary 

Significant assets of the Department of Human Services include approximately 3,000 acres of 
farmland surrounding the State Hospital and Developmental Center. 

Revenues consisted primarily of federal funds.  Other revenues during the audited period 
included patient care and treatment fees, revenue from local governments, pharmacy sales, and 
concessions. Total revenues were $670.7 million for the year ended June 30, 2009 as 
compared to $597.4 million for the year ended June 30, 2008.  The increase in federal revenue 
for the audited period reflects primarily American Recovery and Reinvestment Act of 2009 
stimulus funds and increased funding due to all providers receiving a rate increase of 5%.  The 
decrease in other revenue and sources is primarily due to the transfer of the eight regional child 
support enforcement units from the counties to the state in fiscal year 2008.  As a result of the 
transfer, the Department of Human Services received the remaining budgets of the child support 
enforcement units, which totaled approximately $3.5 million. 

Total expenditures for the Department of Human Services were $929.9 million for the year 
ended June 30, 2009 as compared to $869.9 million for the prior year.  The increase in total 
expenditures for the audited period reflects primarily grants, benefits, and claims as a result of 
the timing of paid claims and the increase in provider reimbursement rates.  The increase in 
expenditures for salaries and benefits reflected the general salary increases and the increase in 
expenditures for IT contractual services reflected the timing of costs associated with the 
Medicaid Management Information System project.  All other expenditures remained fairly 
constant. 

Analysis of Significant Changes in Operations 

Due to a change in state law, on July 1, 2007, the Department of Human Services took over the 
funding and administration of the eight regional child support enforcement units transferred from 
the counties to the state. 
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Financial Statements 
 
 

Statement of Revenues and Expenditures 
 

  
  June 30, 2009 June 30, 2008 
 Revenues and Other Sources:    
 Revenue from Federal Government $630,433,890 $563,638,802
 Patient Care and Treatment Fees 28,306,157 17,471,180
 Revenue from Local Governments 9,309,976 9,424,236
 Pharmacy Sales 1,013,682 1,020,889
 Concessions 333,755 313,267
 Lease/Rental of Building/Land 203,520 230,505
 Other Revenue and Sources 669,422 4,302,050
 Transfers In 418,402 587,572
 

Total Revenues and Other Sources $670,706,203 $597,421,456
  
 Expenditures and Other Uses: 
 Grants, Benefits, and Claims $722,099,781 $681,176,877
 Salaries and Benefits 112,297,016 107,053,151
 Operating Fees and Services 32,841,792 31,812,337
 IT Data Processing and Communications 18,390,715 16,235,455
 IT Contractual Services 14,212,854 7,790,658
 Repairs 5,488,125 2,924,111
 Lease/Rental of Building/Land 4,035,337 3,905,274
 Medical, Dental, and Optical 2,389,850 2,735,873
 Supplies 2,363,537 2,143,622
 Travel 2,310,684 2,226,111
 Utilities 2,226,495 1,967,923
 Professional Services Fees 2,208,475 2,026,115
 Equipment 1,828,348 1,021,181
 Food and Clothing 1,415,897 1,421,090
 Postage 989,857 861,681
 Printing 638,004 643,565
 Professional Development 516,128 534,821
 Other Expenses 699,921 97,483
 Transfers Out 2,980,843 3,310,943
 

Total Expenditures and Other Uses $929,933,659 $869,888,271
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Statement of Appropriations 

For The Biennium Ended June 30, 2009 

       
 Expenditures by 

Line Item: 
Original 

Appropriation Adjustments 
Final 

Appropriation Expenditures 
Unexpended 
Appropriation 

 Salaries and 
Wages $      36,923,399 $ 13,890,694 $     50,814,093 $ 49,208,363 $   1,605,730

 Operating 
Expenses 131,565,291 30,692,081 162,257,372 127,293,828 34,963,544

 Capital 
Improvements 684 410,447 411,131 372,435 38,696

 Construction 
Carryover  1,820,303 1,820,303 1,807,579 12,724

 Grants 344,019,216 (1,988,568) 342,030,648 337,666,573 4,364,075
 HSC / Institutions 239,862,715 4,963,178 244,825,893 234,160,056 10,665,837
 Grants – Medical 

Assistance    1,117,187,821 (10,050,000) 1,107,137,821 1,049,182,584 57,955,236
 Child Support – 

State Admin 12,488,292 (12,488,292)  

Totals $  1,882,047,418 $ 27,249,843 $1,909,297,261 $1,799,691,419 $109,605,842
    
 Expenditures by 

Source:   
 General Fund $     591,962,788 $   3,773,745 $   595,736,533 $   538,921,324 $  56,815,209
 Other Funds   1,290,084,630 23,476,098 1,313,560,728 1,260,770,095 52,790,633

Totals  $  1,882,047,418 $ 27,249,843 $1,909,297,261 $1,799,691,419 $109,605,842
             

Appropriation Adjustments: 

There was a $22,670,431 increase in the Operating Expenses line authorized by Chapter 50, 
section 2 of the 2007 Session Laws.  These are carryover funds from the prior biennium and 
are to be used for the design, development, and implementation of the Medicaid management 
information system. 

The $1,820,303 increase in the Construction Carryover line was approved by the Capital 
Construction Carryover Committee for security enhancements in the secured services unit at 
the State Hospital.  

There was a $480,227 increase in the Salaries and Wages line authorized by Senate Bill 2189 
of the 2007 Session laws for market equity increases.  

There was a $2,278,882 increase in the HSC / Institutions line authorized by Senate Bill 2189 
of the 2007 Session laws for market equity increases.   

The Department of Human Services also transferred funds between various lines in 
accordance with Senate Bill 2012 of the 2007 Session Laws – Section 4, which gave the 
Department of Human Services the authority to transfer amounts between appropriation lines 
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without Emergency Commission approval. All other adjustments were done under that 
authority. 

Expenditures Without Appropriations Of Specific Amounts: 

Conference Fund has a continuing appropriation authorized by OMB policy 211 ($13,186 of 
expenditures for this biennium). 

Insurance recoveries has a continuing appropriation authorized by NDCC section 54-44.1-09.1 
($96,918 of expenditures for this biennium).  

Donor Implied Trust Fund (off PeopleSoft activity) had expenditures of $52,851 for this 
biennium. 

State Hospital Patient Welfare Fund (off PeopleSoft activity) had expenditures of $506,433 for 
this biennium. 

Developmental Center Residents Welfare Fund (off PeopleSoft activity) had expenditures of 
$79,632 for this biennium. 
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 Internal Control 

In our audit for the biennium ended June 30, 2009, we identified the following areas of the 
Department of Human Services’ internal control as being the highest risk: 

Internal Controls Subjected to Testing: 
 

 Controls surrounding the processing of revenues. 
 Controls surrounding the processing of expenditures. 
 Controls effecting the safeguarding of assets. 
 Controls relating to compliance with legislative intent.   
 Controls surrounding the ConnectND (PeopleSoft) system. 
 Controls surrounding the critical computer based systems. 

The criteria used to evaluate internal control is published in the publication Internal Control – 
Integrated Framework from the Committee of Sponsoring Organizations (COSO) of the 
Treadway Commission. 

We gained an understanding of internal control surrounding these areas and concluded as to 
the adequacy of their design.  We also tested the operating effectiveness of those controls we 
considered necessary based on our assessment of audit risk.  We concluded that internal 
control was not adequate noting a certain matter involving internal control and its operation that 
we consider to be a significant deficiency.   

Auditors are required to report deficiencies in internal control that are significant within the 
context of the objectives of the audit.  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 (1) misstatements in financial or 
performance information, (2) violations of laws and regulations, or (3) impairments of 
effectiveness or efficiency of operations, on a timely basis.  Considering both qualitative and 
quantitative factors, we identified the following significant deficiency in internal control.  We also 
noted other matters involving internal control that we have reported to management of 
Department of Human Services in a management letter dated December 21, 2009. 

Control/Fraud Risk Assessment Activities (Finding 09-1) 

The Department of Human Services does not have a system in place to identify control 
weaknesses and possible instances of fraud or fraudulent activities in the Department’s financial 
and operational areas. 

The most important guidance relating to internal control is contained in Internal Control – 
Integrated Framework published by the Committee of Sponsoring Organizations of the 
Treadway Commission (COSO).  This guidance dictates that a Control Risk Assessment 
including a Fraud Risk Assessment program be established and practiced to identify risks within 
the department’s control environment including fraudulent type activities, when special 
circumstances arise, when changing operating environments, and for restructuring.  In addition, 
the Department of Human Services does not have the necessary control activities 
designed/documented to ensure significant control weaknesses including fraud exposures are 
identified and mitigated.   
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The Office of Management and Budget also requires agencies to perform a fraud risk 
assessment, including the control environment, on a recurring basis. 
 

Recommendation: 

We recommend the Department of Human Services: 

 Establish and perform a control risk assessment including a fraud risk assessment on a 
recurring basis; and 

 Design and document the necessary control activities to ensure that each of the 
significant control risks and fraud exposures identified during the risk assessment 
process has been adequately mitigated.   

 

Department of Human Services Response: 
 
The Department agrees with the recommendation and has begun to perform internal control and 
fraud risk assessments.  Internal controls will be designed and documented to mitigate any 
weaknesses detected by the assessment process. 
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Compliance With Legislative Intent 

In our audit for the biennium ended June 30, 2009, we identified and tested the Department of 
Human Services’ compliance with legislative intent for the following areas that we determined to 
be significant and of higher risk of noncompliance: 

 
 Compliance with appropriation law (2007 Session Laws) 

o $444,198 from the general and federal fund for increased funding of 
children’s dental services (chapter 25, section 2) 

o Line item transfers in excess of $50,000 reported to budget section 
(chapter 39, section 4) 

o $3.5 million Bank of North Dakota loan authorization related to 
caseload/utilization of developmental disabilities (chapter 39, section 5) 

o Implementation of a cost-based reimbursement system for inpatient and 
outpatient hospital services of critical access hospitals (chapter 39, 
section 6) 

o DHS to perform a rebasing medical services payment rates study 
(chapter 39, section 7) 

o $700,000 from the general fund for increasing the number of individuals 
receiving treatment services related to methamphetamine (chapter 39, 
section 12) 

o $525,597 appropriated from the North Dakota Health Care Trust Fund 
for program and policy expenditures (chapter 39, section 13) 

o $453,000 appropriated for a state children’s health insurance program 
outreach program (chapter 39, section 14) 

o $3,643,133 appropriated from the general fund and $27,429,508 
appropriated from the federal fund for the design, development, and 
implementation of a Medicaid management information system (chapter 
50, section 1) 

o Use of contingency funds in excess of $500,000 for the Medicaid 
management information system must be approved by the budget 
section (chapter 50, section 4)  

o $400,000 appropriated from the federal fund for the purpose of 
implementing an alternatives-to-abortion services program (chapter 414, 
section 3) 

o $40,000 appropriated from the general fund and $800,000 appropriated 
from the federal fund for the planning and implementation of an aging 
and disability resource center for the state (chapter 415, sections 1 and 
2) 

o Proper transfer of budgeted funds and unexpended child support 
incentive funds to DHS for the purpose of operating the eight regional 
child support enforcement agencies (chapter 417, section 19) 

o $6,873,169 appropriated from the general fund and $5,615,123 
appropriated from federal funds and other income to defray the 
expenses of regional child support enforcement unit operations (chapter 
417, section 20) 

o $144,067 contingently appropriated from the general fund and 
$2,196,987 contingently appropriated from the federal fund for the 
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purpose of defraying the expenses of implementing the expansion of the 
state children’s health insurance program (chapter 422, section 3) 

o $1,059,932 appropriated from the general fund and $1,673,835 
appropriated from the federal fund for the purpose establishing and 
implementing a buy-in program to provide medical assistance and other 
health coverage to families of children with disabilities and also to 
provide in-home services to children with extraordinary medical needs 
(chapter 428, sections 1 and 2) 

 
 Compliance with a requirement to seek a federal exemption authorizing the 

state to require the recording of the last four digits of the applicant’s social 
security number on applications in paper form for a resident or nonresident 
fishing, hunting, or fur-bearer certificate (chapter 220, section 2) 

 Development of a transition assistance program to pay a portion of the cost of 
child care for families that lose eligibility, and remain ineligible, for benefits 
due to earnings from employment (chapter 418, section 1) 

 Compliance with a requirement to provide liability coverage for acts or 
omissions of foster children placed in the care of foster families (chapter 419, 
section 1) 

 Compliance with a requirement to maintain a state council on developmental 
disabilities (NDCC section 25-01-01.1) 

 Compliance with a requirement that the medical director of the State Hospital 
must be a licensed physician and a board-certified psychiatrist (NDCC 
section 25-02-04) 

 Compliance with lease related requirements applicable to leases entered into 
by the State Hospital and Developmental Center (NDCC sections 50-06-05.1 
and 50-06-06.6) 

 Development of a program for gambling prevention, awareness, crisis 
intervention, rehabilitation, financial counseling, and mental health treatment 
services (NDCC section 50-06-21) 

 Establishment of an aging and disability resource center for the state (NDCC 
section 50-06-29) 

 Counties to reimburse the Department of Human Services 5% of the amounts 
expended for service payments to the elderly and disabled in that county in 
excess of the amount provided by the federal government (NDCC section 
50-06.2-05.1) 

 Individuals cannot transfer assets to make themselves eligible for service 
payments to the elderly and disabled (NDCC section 50-06.2-07) 

 Implementation of procedures to inspect any maternity home licensed by the 
Department of Human Services (NDCC section 50-19-07) 

 Fees paid to collection agencies must be based on the amount of money 
actually collected (NDCC section 54-06-29) 

 Proper use of the State Treasurer (State Constitution, article X, section 12). 
 Compliance with OMB's Purchasing Procedures Manual. 
 Travel-related expenditures are made in accordance with OMB policy and 

state statute. 
 Proper use of outside bank accounts and proper authority for investments 

outside the Bank of North Dakota. 
 Adequate blanket bond coverage of employees (NDCC section 26.1-21-08). 
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 Compliance with fixed asset requirements including record keeping, surplus 
property, lease and financing arrangements in budget requests, and lease 
analysis requirements. 

 Compliance with payroll related laws including statutory salaries for 
applicable elected and appointed positions, and certification of payroll. 

The criteria used to evaluate legislative intent are the laws as published in the North Dakota 
Century Code and the North Dakota Session Laws. 

Government Auditing Standards require auditors to report all instances of fraud and illegal acts 
unless they are inconsequential within the context of the audit objectives.  Further, auditors are 
required to report significant violations of provisions of contracts or grant agreements, and 
significant abuse that has occurred or is likely to have occurred.   

The results of our tests disclosed no instances of noncompliance that are required to be 
reported under Government Auditing Standards.  Thus, we concluded there was compliance 
with the legislative intent identified above. 

While we did not find any items that were required to be reported in accordance with 
Government Auditing Standards, we noted certain inconsequential or insignificant instances of 
non-compliance that we have reported to management of the Department of Human Services in 
a management letter dated December 21, 2009.    
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Operations 

This audit did not identify any significant areas of Department of Human Services operations 
where we determined it was practical at this time to help to improve efficiency or effectiveness. 
However, we noted certain inconsequential or insignificant instances where greater efficiencies 
or effectiveness could be achieved that we have reported to management in a management 
letter dated December 21, 2009. 
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Management Letter (Informal Recommendations) 
 
 
 
December 21, 2009 
 
 
Ms. Carol Olson, Executive Director 
Department of Human Services 
600 E. Boulevard Avenue 
Bismarck, ND  58505  
 
 
Dear Executive Director Olson: 
 
We have performed an audit of the Department of Human Services for the biennium ended 
June 30, 2009, and have issued a report thereon.  As part of our audit, we gained an 
understanding of the Department of Human Services internal control structure to the extent we 
considered necessary to achieve our audit objectives.  We also performed tests of compliance 
as described in the same report.  
 
Our audit procedures are designed primarily to enable us to report on our objectives including 
those related to internal control and compliance with laws and regulations and may not bring to 
light all weaknesses in systems and procedures or noncompliance with laws and regulations 
which may exist.  We aim, however, to use our knowledge of your organization gained during 
our work to make comments and suggestions which we hope will be useful to you.  
 
In connection with the audit, gaining an understanding of the internal control structure, and tests 
of compliance with laws and regulations referred to above, we noted certain conditions we did 
not consider reportable within the context of your audit report.  These conditions relate to areas 
of general business practice or control issues that have no significant bearing on the 
administration of federal funds.  We do, however, want to present our recommendations to you 
for your consideration and whatever follow-up action you consider appropriate. During the next 
audit we will determine if these recommendations have been implemented, and if not, we will 
reconsider their status.  
 
The following present our informal recommendations.  

 
CASH  

 
Informal Recommendation 09-1:  We recommend the Central Office allow only individuals that 
have a part in the receipting and depositing of cash to have access to the locked box in the safe 
and to remove access for any individuals that are not included in this process. 
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RECEIVABLES 
 

Informal Recommendation 09-2:  We recommend the Food Stamps Division segregate the 
duties of the people with access to cash from those who are responsible for updating accounts 
receivable records or approving write-offs or adjustments. 
 
 

ACCOUNTS PAYABLE/EXPENDITURES  
 

Informal Recommendation 09-3:  We recommend the Department of Human Services ensure 
the Comprehensive Child Welfare Information and Payment System (CCWIPS) State Office 
Worker Payment Authorization Report is properly reviewed and approved. 
 
Informal Recommendation 09-4:  We recommend the Department of Human Services: 

 Comply with the purchase card reconciliation process outlined within OMB policy 
300; 

 Ensure state procurement guidelines are followed for purchase card purchases; 
and 

 Reevaluate purchase cardholders and disable unnecessary cards. 
 

PAYROLL  
 

Informal Recommendation 09-5:  We recommend the Department of Human Services have 
someone with only inquiry rights print out the one-time payment query on a monthly basis and 
ensure the report is approved by an individual authorized to approve payroll. 
 
Informal Recommendation 09-6:  We recommend the Department of Human Services ensure 
terminated employees’ access privileges and NDGOV accounts are disabled. 
 
Informal Recommendation 09-7:  We recommend the Department of Human Services use the 
correct earnings codes when recording payroll. 
 

LEGISLATIVE INTENT 
 

Informal Recommendation 09-8:  We recommend the Department of Human Services properly 
notify OMB of any accounting activity/funds that are not included on PeopleSoft or the closing 
packages on the Miscellaneous Summary Form Questionnaire. 
 
Informal Recommendation 09-9:  We recommend the Department of Human Services only 
credit appropriations in circumstances that are outlined in OMB policy 214. 
 
Informal Recommendation 09-10:  We recommend the Department of Human Services request 
to increase its blanket bond coverage to the maximum allowable amount of $2 million. 
 
Informal Recommendation 09-11:  We recommend the Department of Human Services remove 
access granted to the regional directors at the Northeast and South Central human service 
centers to the PeopleSoft Asset Management System and only grant access to those individuals 
who need access to fulfill their job responsibilities. 
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OPERATIONAL IMPROVEMENTS 
 
Informal Recommendation 09-12:  We recommend the Department of Human Services 
establish a centralized fraud hotline.  The hotline information should be easy to locate on the 
department’s website as well as searchable from the nd.gov website.  We also recommend the 
Department of Human Services implement a process to ensure that input on potential fraud is 
investigated in a timely and appropriate manner. 
 
Informal Recommendation 09-13:  We recommend the Department of Human Services 
implement procedures and provide staff training to ensure all eligible p-card expenditures are 
purchased with a p-card. 
 
 

GENERAL 
  
Informal Recommendation 09-14:  We recommend the Department of Human Services review 
all Medicaid recipients without a social security number on a recurring basis to ensure all 
required social security numbers are on file for Medicaid recipients. 
 
 

PERVASIVE CONTROLS 
 
Informal Recommendation 09-15:  We recommend the Department of Human Services require 
employees to acknowledge their receipt and reading of the code of conduct on a recurring basis 
and include the following items in their code of conduct: 

 A statement prompting internal reporting of violations of the code of conduct to an 
appropriate individual; 

 A description of what constitutes fraudulent behavior; and 
 A statement of accountability for adherence to the code and the sanctions to be imposed 

on those who breach it. 
 
 
Management of Department of Human Services agreed with these recommendations. 
 
I encourage you to call myself or an audit manager at 328-2241 if you have any questions about 
the implementation of recommendations included in your audit report or this letter.   
 
Sincerely,  

 
 
Michael W. Schmitcke 
Auditor in-charge  
 



 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

You may obtain audit reports on the internet at: 
 

www.nd.gov/auditor/  
 

or by contacting the  
Division of State Audit 

 
Office of the State Auditor 

600 East Boulevard Avenue – Department 117 
Bismarck, ND  58505-0060 

 
(701) 328-2241 
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