
DEPARTMENT OF HUMAN SERVICES 

MOOSE LAKE REGIONAL TREATMENT CENTER 

FINANCIAL AND COMPLIANCE AUDIT 

FOR THE THREE YEARS ENDED JUNE 30, 1987 

SEPTEMBER 1988 

88-55 

Financial Audit Division· 
Office of th~ Legislative Auditor 
State of Minnesota 





Representative Phillip J. Riveness, Chairman 
Legislative Audit Commission 

Members of the Legislative Audit Commission 

Ms. Sandra S. Gardebring, Commissioner 
Department of Human Services 

Mr. Frank Milczark, Chief Executive Officer 
Moose Lake Regional Treatment Center 

Audit Scope 

We have completed a financial and compliance audit of the Moose Lake 
Regional Treatment Center (Center) for the three years ended June 30, 
1987. Section I provides a brief description of the Center's activities 
and finances. Our audit was made in accordance with generally accepted 
auditing standards and the standards for financial and compliance audits 
contained in the U.S. General Accounting Office Standards for Audit of 
Governmental Organizations, Programs, Activities, and Functions, and 
accordingly, included such audit procedures as we considered necessary 
under the circumstances. Field work was completed on June 3, 1988. 

The objectives of the audit were to: 

• study and evaluate major Moose Lake Regional Treatment Center 
internal control systems, including review of receipts, payroll, 
inventories, fixed assets, and administrative disbursements; 

• verify that financial transactions were properly recorded in the 
statewide accounting (SWA) system; 

• verify that financial transactions were made in accordance with 
applicable laws, regulations, and policies, including Minn. Stat. 
Chapters 246 and 252, and other finance-related laws and regula­
tions; and 

• determine the status of prior audit recommendations. 

Management Responsibilities 

The management of Moose Lake Regional Treatment Center is responsible for 
establishing and maintaining a system of internal accounting control. In 
fulfilling this responsibility, estimates and judgments by management are 
required to assess the expected benefits and related costs of control 
procedures. The objectives of a system are to provide management with 
reasonable, but not absolute, assurance that assets are safeguarded 
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against loss from unauthorized use or disposition, and that transactions 
are executed in accordance with management's authorization and recorded 
properly. 

Because of inherent limitations of any system of internal accounting con­
trol, errors or irregularities may occur and not be detected. Also, pro­
jection of any evaluation of the system to future periods is subject to 
the risk that procedures may become inadequate because of changes in 
conditions, or that the degree of compliance with the procedures may 
deteriorate. 

The management of the Center is also responsible for the facility's com­
pliance with laws and regulations. In connection with our audit, we 
selected and tested transactions and records from the programs adminis­
tered by the Center. The purpose of our testing of transactions was to 
obtain reasonable assurance that the Center had, in all material respects, 
administered their programs in compliance with applicable laws and 
regulations. 

Scope Limitation 

We were unable to audit certain fiscal year 1986 and 1987 social welfare 
transactions of the Moose Lake Regional Treatment Center because monthly 
transaction statements were destroyed. These records are necessary to 
verify that transactions are appropriate. 

Conclusions 

Our study and evaluation disclosed the issues addressed in Section II, 
findings 1, 11, 14-15, 17, and 19, concerning the Moose Lake Regional 
Treatment Center's system of internal accounting control, in effect on 
May 1, 1988, which, in our opinion, results in more than a relatively low 
risk that errors or irregularities in amounts that would be material in 
relation to the financial activities of the Center may occur and not be 
detected within a timely period. 

In our opinion, except for the issues raised in Section II, findings 2, 5, 
and 16, and subject to the fiscal years 1986 and 1987 social welfare trans­
actions which we were unable to verify as described in the Scope Limita­
tion section of this letter, for the period July 1, 1984 through June 30, 
1987, the Moose Lake Regional Treatment Center properly recorded, in all 
material respects, its financial transactions on the statewide accounting 
system. 
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In our op~n~on, except for the issues raised in Section II, findings 3-4, 
6-10, 12-13, and 18, and subject to the fiscal years 1986 and 1987 social 
welfare transactions which we were unable to verify as described in the 
Scope Limitation section of this letter, for the period July 1, 1984 
through June 30, 1987, the Moose Lake Regional Treatment Center adminis­
tered its programs in compliance, in all material respects, with Minn. 
Stat. Chapters 246 and 252 and other applicable finance-related laws and 
regulations. 

Section II of this audit report includes both the recommendations devel­
oped during this audit and reiteration of our prior audit recommendations 
which have not yet been implemented. Prior audit recommendations repeated 
in this report are denoted under the caption "PRIOR FINDING NOT RESOLVED." 

The recommendations included in this audit report are presented to assist 
the Center in resolving the audit findings and in improving accounting 
procedures and controls. We will be monitoring and reviewing the Center's 
progress on implementing these recommendations. A summary of the progress 
made on all audit recommendations discussed in our last audit report 
covering the period July 1, 1983 through June 30, 1984, dated June 1985, 
is shown in Section III entitled, "Status of Prior Audit Recommendations 
and Progress Toward Implementation." 

We would like to thank the Moose Lake Regional Treatment Center staff for 
their cooperation during this audit. 

John Asmussen, CPA 
Deputy Legislative Auditor 

September 21, 1988 
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MOOSE LAKE REGIONAL TREATMENT CENTER 

I. INTRODUCTION 

Moose Lake Regional Treatment Center (Center), which began operation in 
1938, provides treatment for mentally ill, geriatric, mentally retarded, 
and chemically dependent persons. Most mentally ill (MI) residents stay 
for five or six months, and the chemically dependent (CD) residents gen­
erally stay for four weeks. The Center is under the general management 
and control of the Commissioner of Human Services and the immediate 
superv1s1on of a chief executive officer appointed by the commissioner. 
Frank R. Milczark has held the position of chief executive officer of 
Moose Lake since his appointment which became effective August 16, 1978. 
The Center has a staff of 496 to administer the general operations and 
various programs. The table below shows the average resident population 
for fiscal years 1985-1987: 

Fiscal Average Resident Po~ulation 
Year MI MR CD Total 

1985 171 103 161 435 
1986 164 96 157 417 
1987 179 94 117 390 

The Center is financed mainly by General Fund appropriations made directly 
to the Department of Human Services. The Department of Human Services is 
responsible for maintaining, controlling, and transferring the necessary 
funds to the appropriate Center's accounts. The table below sumarizes the 
Center's expenditures for fiscal years 1985-1987. 

1985 1986 1987 

Personnel $13,245,421 $14,185,524 $14,779,381 
Current Expense 1,554,928 1,445,283 1,347,537 
Repairs and Replacements 87,853 157,701 159,531 
Special Equipment 31,782 55 177 21 540 

TOTAL EXPENDITURES ~14,919,984 ~15,843,685 ~16,307,989 

AVERAGE POPULATION 435 417 390 

COST PER AVERAGE 
POPULATION $ 34,299 $ 37,994 $ 41,815 
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Social Welfare 

The Social Welfare Fund was established by Minn. Stat. Section 246.15 for 
the Department of Human Service's Centers to safeguard and account for the 
personal funds of the residents. Money received for the residents is 
deposited with the State Treasurer and credited to the Social Welfare Fund 
in the statewide accounting system. The Center's Policy and Procedure 
51.14 establishes the standards regulating the withdrawal of resident 
funds. Specific staff are authorized to make cash withdrawals and 
disbursements from residents' accounts. Withdrawals are made for outings 
to special events, shopping trips, catalog orders, tobacco products, 
haircuts, and other personal expenses of residents. While some of the 
residents make their own deposits and withdrawals, others are not as 
capable of handling their financial transactions. 

1. Cash withdrawals for residents from the Social Welfare Fund are not 
adequately administered. 

We identified control weaknesses in the resident withdrawal system as 
follows: 

Support for resident withdrawals: Resident withdrawals made by 
Center staff were not adequately supported. We reviewed 280 
resident disbursements; 68 were authorized by Center staff rather 
than the resident. Approximately 50 percent of the staff 
withdrawals were not supported by a receipt or other document to 
show that the disbursement was made for the benefit of the 
resident. Documentation should be obtained to substantiate the 
propriety of disbursements made from residents' funds. A receipt 
for group activities, such as Dairy Queen treats or bowling, 
should be submitted by Center staff. Residents should be 
authorizing the withdrawal of their own funds by signing the 
withdrawal slip. Alternate controls should be established if the 
resident is not capable of signing. The documentation would 
allow the Center to defend the withdrawals if questioned by the 
residents, their families, or legal representatives. The 
documentation would also serve as an effective internal 
administrative control. 

Authorized signature records: Records do not reflect the 
effective dates that staff are authorized to sign for resident 
withdrawals. Review of the signature records indicated additions 
and deletions that were not dated. Signature records should show 
the correct dates of staff authorizations to ensure that the 
proper personnel are approving transactions. 
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Resident change funds: Documentation of withdrawals from the 
resident change funds maintained on the living units was 
incomplete. Change funds are established on the units for 
residents to purchase pop, candy and other items. Funds are 
maintained in either locked areas or desks. Staff administer the 
resident change fund activities differently. One unit uses 
change boxes for resident funds; however, they do not maintain 
records of the receipts and disbursements. Therefore, we could 
not trace staff withdrawals of resident funds to the records at 
the unit level. The Skills Development Center, Cottage 2, 
maintains separate envelopes for the residents. Receipts and 
disbursements are recorded on individual ledger sheets; however, 
the records are only retained for six months. Financial records 
should be maintained for at least four years. 

RECOMMENDATIONS 

• Staff withdrawals and disbursements of resident funds 
should be supported by evidence of the use of the 
funds. 

• Authorized signature records should provide the effec­
tive dates of authorization for each staff member 
listed. 

• The procedures developed for administering resident 
funds in the Skills Development Center, Cottage 2, 
should be uniformly adopted by other units. 

• Ledger sheets for the resident change funds should be 
retained in accordance with record retention policies 
used for other financial records. 

2. The Center has not established an appropriate account to fund resident 
advances. 

The Center allows residents to withdraw cash from their account even when 
it creates a negative balance. We reviewed 77 resident statements; 13 of 
these statements reflected negative balances during the month. The 
overdrawn account balances were due to advancing work for pay, general 
assistance and donated funds to residents. The Center has not established 
a policy or an appropriate funding mechanism to provide advances to 
residents. 

In some cases, a resident may request an advance on their work for pay 
money. The resident will bring their timesheet to the business office 
where it will be reviewed. The business office then authorizes the 
cashier to disburse the appropriate amount of pay to the resident. When 
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work for pay is disbursed, the resident is to deposit the amount in their 
account. Residents are also allowed to overdraw their account based on 
anticipated receipt of general assistance or private funds. The general 
assistance received by a resident may vary from month to month based on 
the financial status of the resident. Therefore, the amount advanced may 
not be the amount that is actually received at a later date. Advancing 
general assistance or private funds could result in an overdrawn account 
even after the anticipated funds are received. 

When a resident is allowed to withdraw cash on credit, they are in effect 
borrowing from other residents. This activity jeopardizes the other 
resident's assets and makes the institution liable for any outstanding 
overdrafts if the resident leaves the facility or in the event of the 
resident's death. This activity also reduces the interest earnings on 
other resident's deposits. 

We understand that advances may be necessary in certain cases. However, 
the Center should review other alternate methods of advancing funds to 
residents. Perhaps an account should be established from the General Fund 
appropriation for this purpose. Central office should be consulted to 
obtain the proper authorization in developing a policy and advance 
account. 

RECOMMENDATION 

• The Center should work with central office in establish­
ing a proper account for resident advances. 

3. Unclaimed resident property is disposed of prior to the two year 
statutory requirement. 

Residents are allowed to keep items of personal property at the Center. 
Minn. Stat. Section 246.16 provides that personal property that has 
remained unclaimed for two years after a resident dies or is discharged 
may be sold at a public auction. The proceeds from the sale, after 
deduction of the costs, may be expended for the benefit and entertainment 
of the residents at the Center. The Center's procedures regarding the 
disposition of unclaimed property are not in compliance with these 
statutes since property is not held for the required two year period. 

Program staff inventory all possessions left by a resident and store the 
items in the hospital services office. Hospital services staff list the 
resident's belongings on a form. Since a written policy does not exist, 
an informal decision is made regarding which items are valuable and which 
items are not valuable. One copy of this form is mailed to the resident 
if an address is known. The other copy is kept in the resident's medical 
record. The resident has 30 days to claim non-valuable property. When a 
resident fails to claim their property within the 30 days, the hospital 
services staff turn usable possessions over to the volunteer services 
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department for the resident's apparel shop. The unusable possessions are 
sent to the maintenance department for disposal. In regards to valuable 
property, the resident has 60 days to claim the property before hospital 
services contact the program director and the chief executive officer 
regarding disposition. The date and nature of the disposition is noted on 
the form which is then filed in the resident's personal record. These pro­
cedures are not in compliance with the statutory requirement of holding 
the resident's unclaimed property for two years before disposal. 

RECOMMENDATIONS 

• The Center should work with central office to establish 
a written policy on valuable and non-valuable property. 

• All unclaimed property that is valuable should be held 
for two years as required by Minn. Stat. Section 
246.16. 

4. Unclaimed social welfare accounts are not reviewed periodically. 

Minn. Stat. Section 246.16 requires that unclaimed resident accounts be 
held for a period of at least five years and then may be used for 
entertainment or amusement purposes which would benefit all residents of 
the Center. According to Center policy, resident accounts which are 
inactive for two years are transferred to a subaccount titled "inactive 
accounts." After remaining unclaimed for three more years, the inactive 
account balances are transferred to the suspense account. Balances remain 
in the suspense account for two years and are then transferred to the 
amusement fund and expended for the benefit of all residents. The 
Center's current policy allows an account to be inactive seven years 
before transfer to the amusement account. However, practices were not 
always consistent with the timelines cited in the policy. 

The Center has not reviewed the social welfare accounts in the inactive 
and suspense accounts since 1985. The Center should review these accounts 
periodically for any unclaimed balances over the five year period and 
transfer funds to the amusement account. Interest is currently allocated 
to the inactive accounts; however, interest is not allocated to those 
balances in the suspense account. Therefore, when accounts are unclaimed 
but not transferred to suspense, interest is allocated to the account 
which reduces the amount of interest available to the active resident 
accounts. 

RECOMMENDATIONS 

• The Center should review the social welfare accounts 
periodically to determine any unclaimed balances. 
Accounts should be transferred at the intervals stated 
in the Center's policies. 

• Interest should be prorated consistently between 
accounts as established in the Center's policies. 
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5. Computer records are not adequately maintained for the social welfare 
accounts. 

We attempted to trace receipt and disbursement transactions to the 
resident's monthly statements which were stored on computer disk. 
However, statements for seven months of fiscal year 1986 and six months of 
fiscal year 1987 were not available due to damaged disks. As a result, we 
were unable to verify the proper recording of transactions to the 
residents accounts for those months. 

The residents social welfare activity is recorded on the Center's com­
puterized system (TI-990). Resident statements are generated monthly and 
copies are sent to the resident or program director. The program direc­
tors generally retain their copies for two months and then dispose of 
them. After the statements are generated, the resident statement file is 
saved on a data disk. Previously, the resident statements were stored on 
the same disk as the operating system. Due to a system failure, resident 
statements from July 1985 through January 1986 were lost. As a result of 
this system failure, the Center began using separate data disks. The data 
disk is the only source for obtaining the resident's monthly statements 
since the business office does not maintain hard copies of the statements. 
The data disk that contained the majority of fiscal year 1987 resident 
statements was defective and the information could not be retrieved. 

Without backup copies the risk of losing resident statements and financial 
transactions is increased. In addition, the establishment of an audit 
trail, both for internal and external purposes, is at risk. Another 
essential control for safeguarding computerized data is separate Offsite 
storage of all backup files. By separating the locations, the risk of one 
tragedy destroying all files is reduced significantly. 

RECOMMENDATIONS 

• Backup copies of the resident statements should be 
maintained. 

• Offsite locations should be used to store computerized 
backup records. 

Disbursements 

Moose Lake Regional Treatment Center processes disbursements centrally 
through the statewide accounting system. Disbursements, excluding 
payroll, for fiscal years 1985, 1986, and 1987 were $1,674,563, 
$1,658,161, and $1,528,608, respectively. We noted the following problems 
with disbursements: 

Professional/technical and purchased services did not comply with 
state requirements. 
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Employee travel advances are not promptly repaid. 

Improper payments are made out of the current expense checking 
account. 

Department field purchase orders are not used. 

The authority for local purchase was exceeded. 

Disbursements are not properly authorized or supported. 

6. Contracting procedures did not comply with state requirements. 

The Department of Administration's Contract Management Division has estab­
lished Policy and Procedure Statement ADM-188 governing contracts for 
professional/technical and purchased services. The Department of Finance 
has also established Policy and Procedure 06:04:05 for contractual ser­
vices. Both procedures require that vendors receiving $500 or more in a 
fiscal year be covered under a written contract. Vendors receiving under 
$500 a year can be included under the agency's annual spending plan. 

Contracts were not developed for five of the vendors tested for fiscal 
year 1985, seven for fiscal year 1986, and two for fiscal year 1987. With­
out a written contract, the business office cannot properly monitor con­
tractual services for compliance with the Administration and Finance pro­
cedures. Compliance with these procedures is essential to obtain prior 
authorization of contractual agreements by the appropriate state regula­
tory agencies. Without written contracts, the approval process is circum­
vented, thereby reducing the controls established by the regulating depart­
ments. The state is also liable to pay for services provided under verbal 
contractual agreements. However, state statutes discourage agencies from 
entering into such obligations without written contracts. Written con­
tracts must be established prior to obligating the state for professional/ 
technical services exceeding $500 to comply with state law. 

Contract maximums were exceeded for three vendors in fiscal year 1986 and 
four vendors in fiscal year 1987. For example, the contract with Mercy 
Hospital-Ambulance was exceeded by $3,700. Amendments should be submitted 
when the original contract amount is anticipated to be exceeded and 
approval obtained before additional payments are made. 

When contracts are developed for a vendor, the agency is required to eval­
uate the vendor's performance. This requirement is stated in ADM-188, and 
is to be done within 30 days of the end of the contract. Evaluations were 
late for all vendors for fiscal year 1986. Evaluations were not dated for 
fiscal year 1987; therefore, the timeliness of completing evaluations 
could not be tested. 

RECOMMENDATIONS 

• Written contracts should be established for all vendors 
receiving over $500 in one fiscal year. 
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• Contract payments should be reviewed for compliance 
with contract requirements including contract maximums. 

• Evaluations should be completed within 30 days after 
the contract expiration date. 

7. Employee travel advances are not promptly repaid. 

Employees at Moose Lake Regional Treatment Center are allowed to receive 
travel advances from the current expense contingent account. Employees 
are required to have signed statements from their supervisors before they 
receive the travel advances. According to the Department of Finance Pol­
icy and Procedure 06:05:14, travel advances are to be issued after an 
employee completes an expense form and a supervisor authorizes the ad­
vance. Also, this policy states that advances issued after July 1, 1987 
are to be settled within five days of completing the travel. Prior to 
Policy 06:05:14, travel advances were to be settled within 30 days. 

Employees at the Center are not completing employee expense forms prior to 
receiving their travel advances. Also, employees are not settling travel 
advances within the five day limit. During fiscal year 1988, six travel 
advances were outstanding for longer than a 60 day period. These advances 
totaled $892. 

When employees do not complete employee expense forms for travel advances, 
it is difficult to determine appropriate prior authorization and to moni­
tor final settlements. Without proper monitoring and prompt settlement, 
the state may sustain a loss if the employee does not repay amounts owed. 
If the employee leaves state employment without settling obligations such 
as travel advances timely, the state sustains an unnecessary loss. The 
Center could use the Finance form for travel expenses or the Center can 
develop their own form to properly administer travel advances. 

RECOMMENDATIONS 

• Employees should complete employee expense reports 
prior to receiving travel advances. 

• Employees should settle travel advances within five 
days of returning from travel. 

8. Improper payments are being made out of the current expense checking 
account. 

The Center's current expense checking account has an authorized balance of 
$2,500. The account's purpose is to provide the Center with the ability 
to pay for small non-recurring bills at the time of purchase and fund some 
of the Center's daily activities. However, the Center has not developed 
guidelines identifying the type of expenses to be paid from the current 
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expense account. General recurring operating expenses should be processed 
through the statewide accounting system and subject to state operating 
controls. 

The Center pays telephone, rubbish removal, and pharmaceutical bills out 
of the current expense account. These expenses are recurring on a monthly 
basis and should be processed through the statewide accounting system. 
During Christmas 1987, the Center also paid for postal service freight 
charges on behalf of their employees, with the agreement that the 
employees were to pay back the Center for these charges. As of May 1988, 
some of the employees had not reimbursed the account for a total amount of 
$93. The Center should not pay for personal business of its employees, 
since these expense are inappropriate items paid from state money. 

RECOMMENDATIONS 

• Guidelines should be developed in conjunction with the 
central office to define allowable expenditures from 
the current expense account. These expenses should be 
for small non-recurring items. 

• Recurring expenses should be paid through the statewide 
accounting system. 

• Expenditures on behalf of employees should not be made 
with state funds. 

9. Department field purchase orders are not used. 

Agencies are required to use purchase orders for making direct purchases 
from vendors according to the Department of Administration's Procurement 
Bulletin 7-206. A department purchase order is used for most purchases 
for more than one item. This form permits back orders, partial deliv­
eries, and the submission of more than one invoice. All other direct 
purchases should be made with a department field purchase order. Depart­
ment field purchase orders are used to make over-the-counter purchases in 
which the order is completely filled. Staff are required to obtain an 
authorized signature on the field purchase order before making a purchase. 

Department field purchase orders are not used by the Center. Instead, em­
ployees are allowed to charge items at businesses without obtaining prior 
written authorization. Since charge cards are not used, the vendor takes 
the word of the employee and bills the Center. This practice subjects the 
Center to a high degree of risk because the employee may not be authorized 
to make a purchase or may be making the purchase for personal use. If 
department field purchase orders were used, the vendor would have an 
authorized signature to rely on. 

RECOMMENDATION 

Department field purchase orders should be used for all 
over-the-counter purchases. 
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10. The authority for local purchase was exceeded. 

The authority for local purchases at the Moose Lake Regional Treatment 
Center is $100. Several purchases exceeded this amount. For example, the 
Center uses local purchase authority to procure inventory for their resi­
dent store, called the Mart, from noncontract vendors. These purchases, 
which often exceed $100, totaled $54,645 in fiscal year 1987. 

Purchases exceeding the $100 limit must be processed through the 
Department of Administration's Procurement Division. This division 
obtains bids and establishes state contracts centrally for all agencies. 
When an agency circumvents these procedures, it may receive a poor quality 
of goods or pay a higher price since the Procurement Division usually 
receives a bulk quantity discount type of contract price. 

RECOMMENDATION 

• All purchases exceeding the agency's authority for 
local purchases limit should be made through the 
Procurement Division of the Department of Administra­
tion. 

11. PRIOR FINDING NOT RESOLVED: Disbursements are not properly authorized 
or supported. 

The Department of Finance has established various policies and procedures 
for disbursements. The Center has also developed various internal 
policies regulating areas such as professional/technical services. 
However, the Center was not complying with established procedures in the 
following instances: 

Professional/technical contractors are signing in when they 
report for work but they are not signing out. Without a complete 
log, the business office cannot monitor the hours actually worked 
by these individuals, which may result in overpayments. 

The pharmacy does not compare invoice amounts to prices estab­
lished in state contracts. All prices should be compared before 
disbursements are made to prevent incorrect payments. 

Contingent account expenditures are not properly supported. In­
voices or receipts are not being maintained for a number of con­
tingent account disbursements. Without the required supporting 
documentation, payments to vendors cannot be scrutinized for 
improprieties or errors. 

Purchase orders are not on file for some Mart purchases. Also, 
orders which are telephoned in by the pharmacy are not properly 
approved by the pharmacy and business office personnel. Author­
ization to initiate a purchase should be recorded on the purchase 
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order by the pharmacy and sent to the business office for 
approval prior to payment. 

RECOMMENDATIONS 

• Professional/technical staff should log in and out each 
time they work. 

• All pharmacy invoices should be compared to the proper 
state contract. 

• Contingent account disbursements should have supporting 
documentation. 

• Purchase orders should be completed and properly 
approved for all Mart and pharmacy purchases. 

12. Financial records are not properly retained. 

According to Minn. Stat. Section 15.17, all financial records need to be 
controlled by a retention schedule. The Department of Finance's general 
retention schedules require financial records to be retained for three 
complete fiscal years after the current processing year. 

We identified two types of records which were not retained for the 
required time period. Deposit slips, which support receipts collected and 
deposited by the Center, were not on file for fiscal year 1986. Cash 
register transaction tapes to support Mart sales were not retained for any 
deposits sampled from fiscal years 1985-1987. Without the necessary 
records, financial data cannot be properly verified. 

RECOMMENDATION 

• All financial records should be retained for a minimum 
of three years. 

Receipts 

Receipts are processed by the Center for various areas such as: (1) 
resident accounts (social welfare), (2) imprest cash reimbursements, (3) 
meal tickets, (4) work programs, and (5) miscellaneous sales of scrap 
metal. These receipts totaled $417,526, $435,702, and $448,995 in fiscal 
years 1985-1987, respectively. Problems exist in the following areas: 

Imprest cash accounts are not managed properly. 

Duties are not separated properly. 
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13. Imprest cash accounts are not managed properly. 

Imprest cash accounts for social welfare, current expense, and resident 
payroll were reviewed for fiscal years 1985 through 1987. The following 
list of weaknesses were noted: 

Improper payments: Various payments were made, such as loans 
between imprest cash accounts, which are not allowable. Payments 
were also made from one imprest account for expenditures of 
another imprest account. For example, automobile parts were 
purchased with funds from the resident accounts. Improper 
payments are discussed further under finding #8. 

Authorized limits: The authorized limit set by the Department 
of Finance was exceeded for the current expense and resident 
payroll accounts. Several methods were used to accumulate the 
excess cash, such as: (1) reimbursements were obtained for voided 
checks, (2) sales from scrap metal were deposited to the imprest 
account instead of the State Treasury, (3) refunds from 
pharmaceutical purchases were deposited to the imprest account 
instead of the General Fund, (4) expenses were reimbursed twice, 
and (5) contract payments from resident work programs were 
deposited to the imprest account instead of the State Treasury. 
The amounts in excess of the authorized limits on May 11, 1988 
were $3,286 for current expense (authorized limit= $2,500) and 
$126 for resident payroll (authorized limit= $8,500). These 
excess amounts have been accumulated over several months. 

Unauthorized change funds: A $75 meal ticket change fund was 
established at the Center several years ago. This fund was not 
approved by Finance and is not included on the Center's listing 
of authorized imprest cash accounts. As stated in Finance Policy 
and Procedure 06:06:04, an agency may not create a fund without 
the Department of Finance approval. 

Over/Short accounts: Finance Policy and Procedure 06:06:09 
requires that a cash overage and shortage account be established 
for each imprest account. A daily log is typically used to 
monitor this activity. The Center has not developed a log, but 
has accumulated funds of $134, which is in excess of the $50 
limit set by Policy 06:06:09. The amount over $50 should be 
deposited to the State Treasury. This account has also been used 
to cash personal checks of employees which is not allowable in 
accordance with Finance Policy and Procedure 06:06:04. 

Reconciliations: The monthly reconciliations of the imprest 
cash accounts were not dated and initialed by the individuals 
responsible for preparing and reviewing the documents. Evidence 
of timely preparation and responsibility to prepare the 
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reconciliation cannot be verified without dates and initials. 
Center staff told us that reconciliations were reviewed. 
However, evidence does not exist to indicate approval and review 
by an authorized supervisor. This is extremely important when 
adjustments are involved. 

Signatures on checks: Two authorized signatures are required 
on each check to provide control over disbursements. We found 
four blank checks with one signature already on them. Signing 
checks in advance defeats the control provided by two authorized 
signatures. 

RECOMMENDATIONS 

• The practice of making loans and unauthorized purchases 
from the imprest accounts should be discontinued. 

• Authorized limits should not be exceeded. Overreim­
bursed items should be repaid. Revenues required to be 
deposited in the State Treasury should not be processed 
through the imprest accounts. Revenues earned for the 
General Fund should be deposited directly into the 
State Treasury. 

• Authority to maintain a change fund for meal tickets 
should be requested from the Department of Finance. 

• A daily log should be used to account for activity in 
each imprest account when overages/shortages occur. 

• Any amounts accumulated in excess of $50 in an over/ 
short account should be deposited in the State 
Treasury. 

• Imprest cash accounts and their related short and over 
accounts should not be used to cash personal checks of 
state employees. 

• Monthly reconciliations should be dated and initialed 
by both individuals responsible for preparing and 
reviewing the documents. 

• Blank checks should not be signed in advance. 

14. Duties are not separated properly. 

The business office receives, records, and deposits various types of 
receipts. The custody or access to receipts function and record keeping 
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function are incompatible and should be performed by separate 
individuals. Receipts should also be reconciled by an independent 
individual. 

Social welfare mail receipts are received by two business office employees 
and forwarded to a clerk for recording. The clerk then returns the 
receipts to the business office for deposit. A listing of these receipts 
is not prepared when they are received. Without this list, incompatible 
duties are no longer segregated and an independent accounting of all 
receipts and deposits cannot be made. Checks may be intentionally or 
unintentionally lost and remain undetected without an independent 
reconciliation of the receipts and deposits. 

Meal ticket receipts are received by two business office employees during 
over-the-counter sales. After recording on a ledger, the receipts are 
forwarded to a third clerk for depositing. Reconciliation of amounts 
received, reocrded and deposited is then performed by one of the employees 
involved in the receiving and posting process. Again, an independent 
reconciliation cannot be made unless incompatible functions are properly 
separated. 

RECOMMENDATIONS 

• A list of social welfare mail receipts should be 
prepared upon initial receipt and forwarded to the 
individual responsible for reconciling to amounts 
deposited. 

• Reconciliations should be performed by an individual 
not associated with the receiving, posting, and 
depositing process. 

Inventories 

Consumable inventories are maintained in various locations at the Moose 
Lake Regional Treatment Center. The Center has pharmacy, gasoline, sup­
plies, and food inventories. Fixed asset inventory records are maintained 
by an inventory coordinator. 

Effective internal controls provide assurance that inventories are prop­
erly safeguarded and accurately recorded. Without these controls inven­
tories may be misused, misplaced, or stolen without detection. We noted 
two common deficiencies over the Center's inventories. 

Duties are not adequately separated. 

Inventory records are not adequately maintained. 
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15. Duties over food service inventories are not adequately separated. 

Physical counts and purchases should be made by someone other than the 
individual in custody of inventory. Without this separation of incompati­
ble functions, the custodian could be in a position to conceal both inten­
tional and unintentional errors without detection by another employee. 

Currently, one individual in food service is responsible for taking inven­
tory counts, placing orders with vendors, and comparing shipments with 
amounts ordered. These incompatible functions need to be separated. Such 
control provides some assurance that errors and irregularities will be 
detected in the normal course of business. 

RECOMMENDATION 

• Someone independent of the custodial function should 
verify physical inventory counts. 

16. Inventory records for fixed assets are not adequately maintained. 

A comprehensive fixed asset inventory has not been completed at the Genter 
in over three years, resulting in current fixed asset records are not 
accurate. For example, only three of eight assets selected for testing 
were found on the fixed asset records management system. Furthermore, 
evidence is lacking that fixed asset spotchecks are being completed. 
Without an adequate inventory record system, assets become susceptible to 
misplacement and/or theft. In addition, spotchecks provide a means of 
monitoring the accuracy of these records. 

RECOMMENDATION 

• A comprehensive physical inventory of fixed assets 
should be completed, and reconciled to fixed asset 
inventory records. A system of fixed asset spotchecks 
should also be developed. 

Payroll 

Payroll transactions reviewed at the Genter consisted of both state employ­
ees' salaries and therapeutic work programs for residents. Payroll for 
state employees totaled $13,245,421, $14,185,524, and $14,779,381 in fis­
cal years 1985, 1986, and 1987, respectively. For resident work programs, 
$139,833, $152,271, and $141,573 were spent for fiscal years 1985, 1986, 
and 1987, respectively. Weaknesses were noted in both areas as follows: 

Central payroll transactions for employees are not independently 
verified by the Genter. 
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Payroll advances through imprest cash were not properly handled. 

Resident payroll requirements were not followed. 

17. Central payroll transactions for employees are not independently 
verified. 

Employee payroll transactions for the Center are processed through the 
Department of Finance, Central Payroll Division. Transactions are input 
by Center staff on a computer terminal and processed by Central Payroll in 
batches with other departments' transactions. Central Payroll generates 
the warrants for state employees and distributes various summary reports 
of the transactions processed to the state agencies. 

The Department of Finance Policy and Procedure 07:04:28 requires agencies 
to review the payroll audit report for discrepancies. This review is to 
be done on at least a sample basis each pay period, and is required to be 
documented. The Center does not perform this review currently. Without 
this review, errors in employee deductions, contributions, and other pay­
roll transactions may occur and remain undetected. 

RECOMMENDATION 

• The Center should review the payroll audit report each 
pay period. 

18. Payroll advances through imprest cash were not properly handled. 

Department of Finance Policy and Procedure 07:04:19 provides that "where 
an employee is entitled to a payroll warrant and has not received this 
warrant on the date the warrant is due, the imprest cash fund may be used 
to give the employee the amount of the warrant or a portion thereof." The 
employee is to repay the advance as soon as the Finance Central Payroll 
Division has processed the corrected warrant. Procedure 07:04:19 requires 
the agency to obtain a signed statement from the employee certifying repay­
ment along with obtaining advance approval from Employee Relations to make 
the initial payment. 

The Center has obtained signed statements from employees, but approval has 
never been requested from Employee Relations. Without prior approval from 
Employee Relations, imprest cash checks may be issued to ineligible em­
ployees. The signed statement certifying repayment does not contain a 
reference to the date repaid and the corresponding receipt or deposit 
number. Without this information, prompt repayment cannot be reasonably 
verified. 

RECOMMENDATIONS 

• Approval should be obtained from Employee Relations 
prior to the issuance of imprest cash checks for pay­
roll corrections. 
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• Statements signed by employees to certify repayment 
should indicate the date repaid and the receipt or 
deposit number. 

19. PRIOR FINDING NOT RESOLVED: Resident payroll requirements were not 
followed. 

The resident payroll program at the Center consists of two units. One 
unit is called the pay for work program and utilizes residents in jobs 
on-campus. The second unit was newly created in April 1987, and is called 
the works program. The works program involves contract work for vendors 
both on and off-campus. The pay for work program did not have any sig­
nificant weaknesses. However, the following weaknesses were found for the 
works program. 

Evaluations: Evaluations of resident's work performance were 
not always signed and dated by program supervisors. Effective 
dates were also missing from some forms currently used. Super­
visory reviews of resident's work performance and related wages 
were also not done on a timely basis. Signatures are needed on 
evaluations to establish the individual responsible for the re­
view. Dates are required to establish timeliness of reviews and 
a change in wages. Without timely reviews, residents may not 
receive the proper wage. 

Wages: Four instances of wage overpayments to residents were 
found. Although the overpayments were small, these occurrences 
indicate a weakness in the review process. Currently, the 
business office prepares the payroll roster based on the hours 
and wage rate indicated on the timesheet. Wage rates are entered 
on the timesheets by the program supervisor, who is also 
responsible for authorizing adjustments. An independent review 
of the wage rate is absent, but could be provided by the business 
office if all wage adjustments were reported to them separately 
from the timesheets. 

Timesheets: Supervisory signatures were not always present to 
attest to the actual hours worked. Supervisory approval is 
critical since a majority of residents are unable to sign 
timesheets themselves. If timesheets cannot be effectively used, 
possibly an alternative mechanism such as an approved work 
schedule could be used. 

Receipts: Cash collections from miscellaneous sales (i.e., 
aluminum can recycling) and corresponding calculations of 
earnings were not supported. Without receipts to support the 
amount received by the work program staff or calculations to 
explain the breakdown of earnings for each resident, assurance 
that the correct wages were paid cannot be given. 
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RECOMMENDATIONS 

• The evaluation process should be improved by: 

requiring program supervisors to sign and date 
evaluations; 

indicating the effective date; and 

completing reviews on a timely basis. 

• Wage rates in effect for each resident should be 
maintained by the business office and compared to rates 
noted on the timesheets. 

• Supervisors should approve the actual hours worked by 
residents. 

• Cash collections and corresponding calculations of 
earnings should be properly documented. 
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III. STATUS OF PRIOR AUDIT RECOMMENDATIONS 
~D 

PROGRESS TOWARD IMPLEMENTATION 

Control over the withdrawal of resident money is insufficient. 

1. We recommend improved controls over resident account withdrawals 
as follows: 

• establish authorized signature cards for residents, 
employees and supervisors to verify the propriety of cash 
withdrwal; 

RECOMMENDATION IMPLEMENTED. The Center currently uses authorized 
signature sheets for supervisors and employees who make cash 
withdrawals. 

• limit hospital staff who authorize transactions and handle 
residents cash; 

RECOMMENDATION IMPLEMENTED. The Center currently allows the program 
director and up to five staff persons per program to authorize trans­
actions and handle resident cash. 

• avoid cash withdrawals when possible by handling resident 
transactions by charging and paying by check with proper 
documentation; and 

RECOMMENDATION IMPLEMENTED. The Center currently charges goods for 
residents when possible, and pays by check when the invoice is 
received. 

• when the new accounting system is implemented, statements of 
accounts should be given residents and program directors for 
review on a monthly basis. 

RECOMMENDATION IMPLEMENTED. The new accounting system was implemented 
in July 1985. The residents and program directors receive statements 
of accounts on a monthly basis. 

The vending machine contract is outdated and commission reports are not 
verified. 

2. Vending procedures and controls should be improved as follows: 

• a new vending machine contract should be executed and the 
contract amended only in writing; 
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RECOMMENDATION SUBSTANTIALLY IMPLEMENTED. The vending contract has 
been updated. However, the contract has not been approved by the DHS 
Central Office, the Attorney General's Office, the Department of 
Finance, and Contract Management. These signatures are required to 
meet the necessary state guidelines, since the Center does not have 
the authority to enter into contracts on their own. 

• the contract should request reporting by observation of cash 
collections; and 

RECOMMENDATION IMPLEMENTED. The contract currently includes these 
requirements. 

• business office staff should confirm that the commissions 
received are correct. 

RECOMMENDATION IMPLEMENTED. Commissions are verified by the business 
office. 

Residents' time cards were not properly approved by the supervisors. 

3. Resident time cards should be reviewed and signed by the 
supervisor indicating approval. 

RECOMMENDATION NOT IMPLEMENTED. See current finding #19. 

Local purchases are being made without written purchase order approval. 

4. The Center should require the use of written purchase orders 
under local purchase authority. 

RECOMMENDATION NOT IMPLEMENTED. See current finding #ll. 

The return of pharmacy drugs is not verified to credit received. 

5. Business office staff should monitor the return of pharmacy drugs 
to determine proper credit is received. 

RECOMMENDATION IMPLEMENTED. The business office now records and 
monitors the status of all drugs returned. 
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September 21, 1988 

James Nobles, Legislative Auditor 
Office of the Legislative Auditor 
Veterans Service Building 
St. Paul, Minnesota 55155 

Dear Mr. Nobles 

Frank R. Milczark 
Executive Officer 

Attached is our response and plan of correction for the audit conducted 
for period fiscal year 1985,86 and 87. I believe we have responded 
positively to all recommendations. However, if you have any questions, 
regarding our response and plan of correction, please contact me directly. 

I appreciate the professional conduct and cooperation we received from 
your staff. 

bl 

Attachment 

21 
1000 Lakeshore Drive- Moose lake, Minnesota 55767 

Phone (218) 485-4411 
"An Equal Opportunity Employer" 



Nobl s 

From· Frank R,, Mile 

is] ti 1-\ud it Commi tt commF: 

1. Cash withdrawal 
mini tered: 

for res:iden fund e not 

-Recommendation: 
iden fu }';h 

w.:; of th fund 

f f ~·J j 

d b 
1 and cl 

Plan of Correction: Add th foll 1n content to MLRTC 
1.14, sonal Financial Affairs at he end of 

the fi st of section III. B. on page :3: "All 
taff Hithdrawals and disbursements of client funds must 

be supported evidence of the use of the funds. 
Reoei s for all cash disbursements both individual and 
group (such as Dairy Queen rips, bowling, etc.) must be 
obtained and returned to the Mart during regular Mart 
hours or to the Bu iness Office if the Mart has losed 
for attachment to the proper withdrawal voucher. 

Staff Responsible: Ken Rice 
Date of Correction: November 1, 1988 

-Recommendation: Authorized signature records shoul 
provide the effective dates of authorization for each 
member authorized. 

Plan of Correction: This has been done i11ce the-; 
legislative audit committee exit interview on June 3, 
1988. Program directors will submit a dated written 
memo to business office or mart personnel requesting 
that a person be placed on the auth rized ignature 
lis When the authorized person sig;ns the list, the 
date f igning ill also be aced on the list. 
Quarterly inspection will be made to see th t this 
procedur is being followed. 

Staff Responsible: 
Date of Correction: 

John Karkela 
June :3, 1988 

-Recommendation: The procedures developed for 
administering resident funds 1n the SDC Cottage 2, 
should be informally by other units. 

Plan of Correction: See proposed correction fo 
succeedin.e; recommendation, 

Staff Responsible: Ken Rice 
Date of Correction: November 1, 1988 
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-Recommendation: er sheets for the client change 
fund should be retained in accordance with record 
retention policies used for other financial ecords, 

Plan of Correction: The Program Services Division 
Director shall instruct, in writing, all client living 
unit utilizing; "client change fund " to add to their 
program operation manuals the following procedure for 
the administration and documentation of d1ese funds, 

Client monies retained on the living unit or in 
prog am setting hall be handled in the following 
manne (Taken from SDC-2 procedures) 

1. Monies h ld for a specific purpose such as 
recreation outings, dinner outings. etc. will be 
tared in a locked area and will be placed in an 

envelope that contains the clien 's name, purpose 
fo funds, da.te to be used, and ~~taff that ill 
supervise the funds. 

2. Monies held o be used for multi e u ages (i.e 1 

.35 cents per for pop, or .50 cents pe 
for vending machines etc.) shall be stored in a 
locked area and will be placed in an envelope that 
ontain client inancial tran actions record 

(example attached) which is reviewed, verified, 
an igned off supe isory stBff on a monthly 
basis. The ompl ted transactjon form shall be 
retained for period of four year and shaJl be 
kept in the administrative section of the client's 
medical ecords. 

Staff Responsible: Ken Rice 
Date of Correction: November 1, 1988 

2. The Center has not established an appropriate account 
to fund esident advances. 

-Recommendation: The Center should work with Central 
Office on establishing a proper account for resident 
advances. 

Plan of Correction: Client advancements are an 
exo Ion to the rule. This is done only when a eli nt, 
who i on work-for-pay and is being discharged before 
his or he pay date, will receive their earned pay. 

Tom Sherwood, Princi e Accounting Office , D.H S., was 
contacted on S ember 15 1988 re.e;ardin.g adv:=tnc('~ 

pa.ymen to di charged cJient It was agreed that the 
sal contingent fund Hould be used to adva e payment 
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o clients who re being di ed prior to payroll 
A ill be issued out of the salary 

ingent fund fo the amount of salary obliga ion. 
The cJient ll ign a withdrawal voucher ignif ing 
that he/ he has received payment for thei work-for pay. 

Staff Responsible: 
Date of Correction: 

John Karl~el 
October 1, 1988 

3. Unclaimed resident property i disposed of prior to the 
two year statutory requirement. 

-Recommendation: The Center should work with Central 
Office to establish a written policy r ing non-
valuable proper 

Plan of Correction: 
initiated. 

Staff Responsible: 
Date of Correction: 

This recommendation will be 

Frank :tvlilczark 
Jantu:u~y l, 1989 

-Recommendation: All unclaimed property that ic valuable 
should be held for two years as required :tvlinn. Stat. 
Section 4(3,16. 

Plan of Correction: MLRTC policy 51.13, Client 
Personal Possessions, should be amended in the following 
manner: Section V.H. under "Dischaege Procedures" on 

6 which now indicates that if valuable items (those 
aced in the locked storage area or the vault) are not 

claimed within 60 disposition will be made, should 
be changed to read two years rather than 60 Items 
should remain in locked storage or the vault. When a 
written policy on valuable and non-valuable prope is 
worked out between MLRTC and Central Office any 
definition of "valuable" and "non-valuable" should be 
included as a definition section of MLRTC policy 51.13. 

Staff Responsible: 
Date of Correction: 

Frank Milczark 
January l, 1989 

4. Unclaimed Social Welfare accounts are not reviewed 
periodically. 

-Recommendation: The Center should review the Social 
Welfare accounts periodically to determine any unclaimed 
balances. Accounts should be transferred at the four 
intervals stated in the Center's policies. 

Plan of Correction: Inactive Social Welfare accounts 
have been reviewed and balances that have no acti ity 
prior to January 1, 1988 have been transferred to the 
inactive account. This was done on st 24, 1988. 
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The inactive account balance has been transferred to the 
suspens account and the suspense account balance has 
been transferred to the amu ement fund. This was done 
on t 10, 1988. All inactive ient account will 
be reviewed on si month basis Business Off ce 
taff. Accounts that have no activi for the previous 

six month will be held for two years and then ill be 
transferred to the suspense account. Suspense account 
balances wilJ be held for three years before being 
t ansferred to the amusement fund account. 

Staff Responsible: <John Karkela 
Date of Correction: See plan of correction 

-Recommendation: Interest should be prorated 
consistently between accounts as establ shed in the 
Center's policies. 

Plan of Correction: 
various s s of 
be done at the next 
October 15, 1988. 

Staff Responsible: 
Date of Correction: 

Interest will be prorated among the 
the Social Welfare Fund. This ill 
interest posting period ending 

John Karkela 
,June :3, 1988 

5. Compute records are not adequately maintained fo the 
Social Welfare Accounts. 

-Recommendation: 
should be maintained. 

copies of resident statements 

Plan of Correction: copie of resident 
statements are and will continue to be made on backup 
data disks on a monthly bas1s. 

Staff Responsible: 
Date of Correction: 

John l'Carh:ela 
June 3 1 1988 

-Recommendation: Offsite locations hould be used to 
store computerized bac records, 

Plan of Correction: Offsite location will be u ed for 
the storage of data disk 
is Jn the Business Office afe. 

Staff Responsible: John Karkela 

Thi off j e location 

Date of Correction: June 1988 

6. Contracting procedures did not comply w1th State 
quirements. 

-Recommendation: Written contrac s should be established 
for all vendors receiving ove 500.00 dollars in one 



fi seal yea.r, 

0 $500.00 Plan of Correction: 
will be establi h 
guid 1 i11e This h 

Contract fo amount 
according to contract 

always been done. 
manage1nen t 

Hm~,7eve:r, there 
i stance where exc 1ons are necessary, It 

usually takes 90 days to complete the contract process. 
In mo t instances, the ne<:.od for profesE>ionaJ sou c 
antici ed and the process is initiated in sufficient 
time. There are circumstances when client needs c e 
or the appl cation of rules and regul tions requir 
immedjate action, This i to assure app opriate care 
an o void ubstantial lo of federa.l funtiFl. 

Staff Responsible: Frank Milczark 
Date of Correction: October 1, 1988 

-Recommendation: Contrac payments should 
for compliance with contract requirements 
contract maximums, 

be reviewed 
nclu.din 

Plan of Correction: Contract review 1s done o a 
monthly basis. If maximum a e anticipated to be 
exceeded, addendums are made to the contr t to reflect 
the e in contract amoun s. Contract such as 

y, E.C.T. Ane thesiology, and Pathology ar 
d ffioult to estimate due to th c e Jn alien 
popula.ti on and s of servi es requi eel. 

Staff Responsible: John Karkela 
Date of Correction: On-gain monthly 

-Recommendation: EvaJ ua ion should be completed within 
30 after the contract expiration dat 

Plan of Correction: 
completed in 30 days. 

Contract evaluation will be 

Staff Responsible: Greg Peterson 
Date of Correction: On-going annuaJly 

7. Employee travel advances are not pr 1 repai 

-Recommendation: loyees hould complete employe 
expense reports prio to receiving travel advances. 

Plan of Correction: l"lLF?.TC policy 20.9 "Tr 
istration Fee Reque 1-c·" Hill be evised 

this recommendation. 

Staff Responsible: John Karkela 
Date of Correction: November 1 1988 
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-Recommendation: oyees should settle t 1 advance 
withi fi e days after re urn n f om t vel 

Plan of Correction: l'1LRTC policy 20,.9 "Travel n.nd 
trati.on Fee Heque ts" Hill be revi ed to refl 

this recommendation. 

Staff Responsible: 
Date of Correction: 

John K rkel 
November l, 19B8 

8. Improper payment are being made out of the rurren 
se checking account. 

-Recommendation: Guidelines hould be devel in 
conjunction with the Central Office to define allowable 
expenditure from the Current se account. These 
expense should be for small nonrecurring item . 

Plan of Correction: Recommendation will be initiated. 

Staff Responsible: John Karkela. 
Date of Correction: 1 1989 

-Recommendation: Recurrin!?: expenses hould be pa] d 
through the Statewide Accounting Sys em. 

Plan of Correction: Recurring expenses are pa.id through 
State Wide Accounting. Vendo number establi hed 
for endors Hh o He think \<Je Hi 11 be doing recurring 
busines Hith. 

Staff Responsible: John Karkel 
Date of Correction: June 3, 1988 

-Recommendation: iture on behalf of employees 
hould not be made with State funds. 

Plan of Correction: itures for employees as the 
type mentioned Here not made on behalf of the employee. 
Employees Here billed for the charges they incurred and 
this was applied to the hilling. However, thi practic 
has been discontinued. 

Staff Responsible: .John Karkela 
Date of Correction: st l, 1988 



9 ' tment Field Purchase Orders are not used. 

-Recommendation: 
be used for 11 

tment Field Purcha e Order hould 
over-the-counter a, es ,. 

Plan of Correction: There only limited number of 
employer who e allowed to charge items to the 
hospital account. Authorized signature field purchase 
orders will be required for all made for th 
hospi l after hour puroh ses made in erne ency 

tuations. Emergency situations are described as any 
situ tion that is threat to client population or 
building structure. 

Staff Responsible: John Karkela 
Date of Correction: November 1, 1988 

10. The authori for local purchase was exceeded. 

-Recommendation: All es exceeding the agency's 
authority for local purchases limit should be made 
thr the Procurement Division as much as possible 

ions to this are orders placed with proprieta 
vendors or emergency purchases. 

Plan of Correction: Purchases exceeding the loa l 
purchase authori are placed with the Procurement 
Division as much as possible. Exc 1ons to this are 
orders placed with proprietary vendors or erner ency 

Staff Responsible: 
Date of Correction: 

John Karkela 
June 3 1988 

11. Prior finding not resolved: Disbursements are no 
properly authorized or supported. 

-Recommendation: Professional/Technical s 
in and out each time they 1·<0 

Plan of Correction: R.e tior1 

Staff Responsible: 
Date of Correction: 1 j l '~ 

f 

-Recommendation: hn 1 
h 

Plan 
ompar 

Staff Responsible: Ro 
Date of Correction: 

t rf-; n 
1_ q n 

h fi\11 d 

l __ 

og 



-Recommendation: 
h ti 

Plan of Correction: 

Staff Responsible: 
Date of Correction: 

c 0 

Kathy Bonk 
June 3, 1988 

h n! J l 

' t 

h Con 
mBde from the 

-Recommendation: Purch e order should be completed and 
properly approved fo all Mart Etnd Pharmacy purcha e , 

Plan of Correction: Purchases orders are generated and 
a for purchases by the and Pharmacy. Order 
placed to prime vendors and phone order:' to propr e y 
vendors ar approved prior to their pl ement. 

Staff Responsible: 
Date of Correction: 

.Tohn Karkela 
June 3, 1988 

12. Financial records are not properly retained. 

-Recommendation: All financial records hould be 
retained for a minimum of three years 

Plan of Correction: All records are being retained 
accordin to the records etention schedule e t bli hed 

Record ement For Residential Facilities. The 
record retention chedule for financial records j th ee 
years o until audited. 

Staff Responsible: John Karkela 
Date of Correction: June 3, 1988 

13. Impre t Cash Account are not managed properly. 

-Recommendation: The practice of making 
unauthorized purchases from the Impre 
be di sconti m.wd, 

loans i'tnd 
ount hot.tld 

Plan of Correction: The practice of maki loan from 
one contingent fund to th other is not a standard 
practice. The necessity of this was a delay from the 
State Treasury of our Contingent Fund reimbur ment. 
The have been no unauthorized payment from the 
imprest funds. The payment made f om he Resident 
Account Amu ement Fund was made f r repair part for the 
re iden r·ec eat ion bus, 

Staff Responsible: John KarkeJa. 
Date of Correction: June 1988 
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-Recommendation: 
exceeded. 

uthorized limits shoul not be 
should be epa d. 

Revenue equired to be 
should not be prooe sed 
Reven s earned for the 
direotl into the State 

ited in the State Treasury 
the Imprest 

Genera] Fund hould be 
Treasu 

' } epo J_ en 

Plan of Correction: Revenues earned were for the ale 
of scrap m 1 and were ited with the S a 
Treasu on depo it number 211 dated 3, 1988. 

Staff Responsible: John Karkela 
Date of Correction: 3, 1988 

-Recomm~ndation: Authori to maintain 
meal tickets should be acquired from the 
Fina.nce, 

e fund f 
t.ment of 

Plan of Correction: The e fund for meal tickets 
will be sited into Gener 1 Revenue. An alternate 
change fund will be initiated out of the Current se 
Impr 
the 

Account. This account has bee 
tment of Finance. 

Staff Responsible: John Karkel 
Date of Correction: October 1, 1988 

-Recommendation: A daily 1 should be u ed to account 
for activity in each imprest account when overag s and 
shor eroi occur. 

Plan of Correction: A daily log was established on 
13, 1988 to account for acti ity in the o rag account. 
This lists the balance in the overage fund, dditions or 
deductions, ancl the reason. fo the ac i ity. This will 
be checked on a quarterly ba is by the Accounting 

rvisor, Sr. or the Account Technician to make sure 
the maximum amount of $50.00 i not exceeded. 

Staff Responsible: 
Date of Correction: 

John Ka.rkela 
June 3 7 1988 

of -Recommendation: Any amounts accumul ted i 
$50.00 ir1 an over/short account should be 
Stat~e Treasury. 

sited in 

Plan of Correction: The amount of $90. G8 1,1h cb J n 
excess of the permitted $ 0.00 limit in he ov rag 
account was sited on J number 0 d ted 

1988. excesses in the overag;e aocoun '' i l 
be like manne upon quarterly rev 
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Staff Responsible: John Karkela 
Date of Correction: 1 

Plan of Correction: I 

Staff Responsible: t' lx l 
Date of Correction: 198 

-Recommendation: 
1 b 

Plan of Correction: l'10 c 
ed l L 

f r 

pe on 

~I 

'-

ned 
onciliation, 

d signed off, 
The review proce s 

Staff Responsible: 
Date of Correction: 

John Ka.rkela 
June :3, 1988 

-Recommendation: 
advance, 

Blank checks should not be s1 in 

Plan of Correction: Thi ha not been a standard 
procedure. It was necessary at the time because th ee of 
the four authorized signature personnel were absent from 
tb.e fa.o i 1 i ty foT· th.a.t pa,rtic.llla,r titne period.~ S i r1c;e 
then, another staff per on has been authorized to ign 
checks which should prevent the recur ence of such a 
problem, 

Staff Responsible: 
Date of Correction: 

.John Ka.rkela 
June 3, 1988 

14. Duties are not separated properly 

-Recommendation: A list of Sooi l 
when initially 

responsible for 

Welfa mail rece1 s 
should be pr 
to the individual 

received and forwarded 
reconcilirlg to ;'lll'lOilnts 

tted. 

Plan of Correction: A li t of Soci l Welfar 
received the Bu iness Office has been t 
June 7, 1988. This is c to the actual it 
for the to mak sure all checks received 
Busine s Office h e bee depo ited. 

1 0 



Staff Responsible: John Karkela 
July 1, 1988 Date of Correction: 

-Recommendation: 
ari incli vidual 
posting;, or 

not 
Reconciliation 

sociated ith 
siting process. 

hould be performed 
th rece i ing;, 

Plan of Correction: Reconciliation function h been 
s from the receiv po ting, and depo itin 
functions. 

Staff Responsible: John Karkel 
Date of Correction: June 3, 1988 

15. Duties over food service inventories are not adequatel 
eparated, 

-Recommendation: Someone i 
function should veri physical 

t of th custodi l 
entory count 

Plan of Correction: The Chief Stores Clerk or designee 
provide the receiving function for ood item long 
with writing up and comparing what has been ordered with 
what has been received. Inventory procedu es ill be 
conducted jn accordance ith guideline established 
the Department of Administration-Materi ls Mana ement 
Divi ion. 

Staff Responsible: John Karkela 
Date of Correction: June 3, 1988 

16. Inventory records fo 
main ained. 

fi ctsset e n.o aclequa t.e ly 

-Recommendation: 
asset inventory 

In July of 1988 we reque ted a fixed 
listing for our Center. This 

• _ 1 • Ci ece1ven ln u ember. The Chief Store Clerk will 
contact Materials ement on o befo e S 23, 1 88 
regarding the format established by their divi ion for 

1 al fixed as et inventory. December of 1988 o 
before, we will perform a fixed as et inventor for our 
facili accordjng to guidelines set up Material 

ement. 

Staff Responsible: 
Date of Correction: 

~1i ke Er in 
Start Januar 

l1 
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PAYROLL 

17. Central payro 1 transactions for 
i dently verified. 

oyees ctr not 

-Recommendation: The Center should revi the 
audit each pay period. 

ell 

Plan of Correction: reoei of the payroll audit 
repo t from Central 11, Barbara Lar on, Clerk 

ist 3 from he Business Offi e, wjll randomly pull 
t j me sbee t and review them aga,inst the aucli t report for 
disorepan i s. In her absence Jeanne Beck, Per onnel 
Aide, Sr. ill do this review. 

Staff Responsible: 
Date of Correction: 

Ear 1 S c ll i 1 t z 
October 1, 1988 

18. oll advances through imprest cash were not properly 
handled. 

-Recommendation: oval should be obtained from 
Ernployee Rela,tiot1S py·j or to tl1e iBsu_a.nc::e of inl))re t, c:::a .. Eh. 
checks for payroll corrections. 

Statement s1 
i nd.i te 

si number. 

employees to cert f 
the date repaid and the r 

e}Jr:t~{nt<-::n_ 

eipt or 

Plan of Correction: Approval f om loyee Relations 
will be obtained prio to i suing a check from impres 
c h as Policy and Procedure 07:04:19. 

Staff Responsible: Earl chiltz 
Date of Correction: October 1, 1988 

-Recommendation: Statements si by oyees to 
certi repayment should indicate the date repaid and 
the date repaid and the receipt or sit umber. 

Plan of Correction: A si statement an employe 
regarding repayment of a payroll advance is nece sary 
before the advancement 1s made. When repayment is made 
the statement is dated as to the date of repayment. A 
receipt is given to the oyee to be presented to the 
Per onnel Office so the employee can receive hi /her 
corrected payroll check. 

Staff Responsible: 
Date of Correction: 

John Karkela 
June 3 1 19 8 

1 



19. Prior finding not resolved: 
not follcn\fed, 

R,e ident r uirement 

-Recommendation: 
improved 

The evaluat on prooe s should be 

a) equiring program upe isor to 
s gn and date aluations 1 

b) indio ting the effective dat 1 and 

c) ompleting reviews on timel:>' basJs, 

e 

-Recommendation: e 
should be maintained 

rates in effect for each 
the Business Of ic and 

esident 
omp::tred 

to rate noted on time sheets. 

-Recommendation: Supervisors should approve the actual 
hours worked r sidents. 

-Recommendation: Cash collections and corre ing 
calclllations of earnings should be properly documented. 

Plan of Correction: 
work ram have 
Tre trnent Center's 

All recommendation regarding 
been i itiated according to the 

For-Work policy. 

rvlsors are 
evc>.luations. 

igning, dating, and reviewing the 

the 

e rates are supplied to the Bu ine s Offic.e 
comparisons can be made between what is paid and what 

hould be paid. 

rvi ors are signing the time cards certifying the 
act,ua1 hour·s worked. 

Cash collections such a aluminum can sales are now 
documented slip from the r as to the quanti 
received and the amount th was paid. 

These recommendations and implementation of corrections 
to the WORKS ram were made on or before the exit 
i terview on June 3, 1988. 
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