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MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES

HUTCHINSON, MINNESOTA
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STATE OF MINNESOTA 
OFFICE OF THE STATE AUDITOR 

SUITE 500 
525 PARK STREET 	 (651) 296-2551 (Voice) 

(651) 296-4755 (Fax)
PATRICIA ANDERSON 	 SAINT PAUL, MN  55103-2139 state.auditor@state.mn.us (E-mail)

STATE AUDITOR 1-800-627-3529 (Relay Service) 

INDEPENDENT AUDITOR’S REPORT 

Community Health Board 
Meeker-McLeod-Sibley Community 

Health Services 


We have audited the accompanying financial statements of the governmental activities and the 
major fund information of the Meeker-McLeod-Sibley Community Health Services, as of and for 
the year ended December 31, 2004, which collectively comprise the Health Services’ basic 
financial statements as listed in the table of contents.  These financial statements are the 
responsibility of the Health Services’ management.  Our responsibility is to express opinions on 
these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement.  An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We believe that 
our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities and the major fund of the Meeker-
McLeod-Sibley Community Health Services as of December 31, 2004, and the respective 
changes in financial position thereof for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 

As discussed in Note 1 to the basic financial statements, the Meeker-McLeod-Sibley Community 
Health Services adopted the provisions of Governmental Accounting Standards Board Statement 
No. 34, Basic Financial Statements--and Management’s Discussion and Analysis--for State and 
Local Governments, as amended, and Statement No. 38, Certain Financial Statement Note 
Disclosures, as of and for the year ended December 31, 2004.  These statements result in a 
change in the format and content of the basic financial statements. 
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The Meeker-McLeod-Sibley Community Health Services has not presented a Management’s 
Discussion and Analysis that the Governmental Accounting Standards Board has determined is 
necessary to supplement, although not required to be part of, the basic financial statements.   

The budgetary comparison schedule 1 is not a required part of the basic financial statements but 
is supplementary information required by the Governmental Accounting Standards Board.  We 
have applied certain limited procedures, which consisted principally of inquiries of management 
regarding the methods of measurement and presentation of the required supplementary 
information.  However, we did not audit the information and express no opinion on it. 

Our audit was made for the purpose of forming an opinion on the financial statements that 
collectively comprise the Meeker-McLeod-Sibley Community Health Services’ basic financial 
statements.  The supplementary information listed in the table of contents is presented for 
purposes of additional analysis and is not a required part of the basic financial statements.  Such 
information has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, in our opinion, is fairly stated in all material respects in relation to the 
basic financial statements taken as a whole.   

In accordance with Government Auditing Standards, we have also issued a report dated 
September 29, 2005, on our consideration of the Meeker-McLeod-Sibley Community Health 
Services’ internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters.  The purpose 
of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on the internal 
control over financial reporting or on compliance.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be considered in 
assessing the results of our audit. 

/s/Pat Anderson /s/Greg Hierlinger 

PATRICIA ANDERSON GREG HIERLINGER, CPA 
STATE AUDITOR DEPUTY STATE AUDITOR 

End of Fieldwork: September 29, 2005 
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MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES

HUTCHINSON, MINNESOTA


EXHIBIT 1 

GENERAL FUND BALANCE SHEET AND

GOVERNMENTAL ACTIVITIES - STATEMENT OF NET ASSETS


WITH ADJUSTMENTS TO CONVERT MODIFIED TO FULL ACCRUAL

DECEMBER 31, 2004


General Governmental 
Fund Adjustments Activities 

Assets 

Cash and pooled investments $ 223,639 $ - $ 223,639 
Accounts receivable 1,361 - 1,361 
Due from other governments 159,161 - 159,161 
Capital assets
  Depreciable - net - 2,702 2,702

      Total Assets $ 384,161 $ 2,702 $ 386,863 

Liabilities 
Current liabilities
  Accounts payable $ 14,431 $ - $ 14,431
  Due to other governments 229,516 - 229,516

 Total Liabilities $ 243,947 $ - $ 243,947 

Fund Balance/Net Assets 
Fund Balance
 Unreserved

    Undesignated 140,214 $ (140,214)

 Total Liabilities and Fund Balance $ 384,161 

Net Assets
 Invested in capital assets $ 2,702 $ 2,702
 Unrestricted 140,214 140,214

    Total Net Assets $ 142,916 $ 142,916 

Reconciliation of the General Fund Balance to Net Assets

  Fund Balance - General Fund $ 140,214
  Capital assets are reported on the Statement of Net Assets but not in the 
   General Fund Balance Sheet 2,702

      Net Assets - Governmental Activities $ 142,916 

The notes to the financial statements are an integral part of this statement. Page 4 



MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES

HUTCHINSON, MINNESOTA


EXHIBIT 2 

GENERAL FUND STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

AND GOVERNMENTAL ACTIVITIES - STATEMENT OF ACTIVITIES


WITH ADJUSTMENTS TO CONVERT MODIFIED TO FULL ACCRUAL

FOR THE YEAR ENDED DECEMBER 31, 2004


General Governmental 
Fund Adjustments Activities 

Revenues
  Intergovernmental $ 1,584,917 $ - $ 1,584,917
 Charges for services 1,561 - 1,561
 Miscellaneous 3,535 - 3,535

      Total Revenues $ 1,590,013 $ - $ 1,590,013 

Expenditures/Expenses
 Health

 Current $ 82,090 $ 1,357 $ 83,447
    Intergovernmental 1,412,532 - 1,412,532

 Total Expenditures/Expenses $ 1,494,622 $ 1,357 $ 1,495,979

  Net Change in Fund Balance/Net Assets $ 95,391 $ (1,357) $ 94,034 

Fund Balance/Net Assets - January 1 44,823 4,059 48,882 

Fund Balance/Net Assets - December 31 $ 140,214 $ 2,702 $ 142,916 

Reconciliation of the General Fund Statement of Revenues, Expenditures, and Changes in Fund Balance
 to the Statement of Activities of Governmental Activities

  Net Change in Fund Balance $ 95,391

    Governmental funds report capital outlays as expenditures.  However, in the Statement of 
     Activities, the cost of those assets is allocated over their estimated useful lives and reported

 as depreciation expense. The Health Services had no capital outlay in 2004; depreciation
 expense is the adjustment to full accrual. (1,357)

      Change in Net Assets of Governmental Activities $ 94,034 

The notes to the financial statements are an integral part of this statement. Page 5 



MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES 

HUTCHINSON, MINNESOTA 


NOTES TO THE FINANCIAL STATEMENTS 

AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2004 


1. Summary of Significant Accounting Policies 

The Meeker-McLeod-Sibley Community Health Services’ financial statements are 
prepared in accordance with generally accepted accounting principles (GAAP) for the year 
ended December 31, 2004.  The Governmental Accounting Standards Board (GASB) is 
responsible for establishing GAAP for state and local governments through its 
pronouncements (statements and interpretations).  Governments are also required to follow 
the pronouncements of the Financial Accounting Standards Board issued through 
November 30, 1989, (when applicable) that do not conflict with or contradict GASB 
pronouncements.  The more significant accounting policies established in GAAP and used 
by the Health Services are discussed below. 

In June 1999, GASB unanimously approved Statement No. 34, Basic Financial 
Statements--and Management’s Discussion and Analysis--for State and Local 
Governments. The most significant change in the statements is the financial statements 
were prepared using full accrual accounting for all of the Health Services’ activities. 

This and other changes are reflected in the accompanying financial statements (including 
the notes to the financial statements).  Meeker-McLeod-Sibley Community Health Services 
has elected to implement all provisions of the statement in the current year, except it has 
not presented in the financial statements a Management’s Discussion and Analysis that the 
Governmental Accounting Standards Board has determined is necessary to supplement, 
although not required to be part of, the basic financial statements.  

A. Financial Reporting Entity 

The Meeker-McLeod-Sibley Community Health Board was established pursuant to 
Minn. Stat. §§ 145A.09-145A.14 and a joint powers agreement as the 
Meeker-McLeod-Sibley Health Services Board effective April 1, 1980.  This joint 
powers agreement was revised, effective April 19, 1990, and the Board was renamed 
the Meeker-McLeod-Sibley Community Health Board.  The Community Health Board 
consists of 15 members, five each from Meeker, McLeod, and Sibley Counties.  The 
primary function of the joint venture is to provide health services and to promote 
efficiency and economy in the delivery of health services.   

McLeod County, in an agent capacity, reports the cash transactions of the Health 
Services’ as an agency fund on its annual financial statements.  

Page 6 



MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES 

HUTCHINSON, MINNESOTA 


1. Summary of Significant Accounting Policies (Continued) 

B. Basic Financial Statements 

Basic financial statements include information on Meeker-McLeod-Sibley Community 
Health Services’ activities as a whole and information on the individual fund of the 
Health Services. These separate presentations are reported in different columns on 
Exhibits 1 and 2. Each of the Exhibits starts with a column of information based on 
activities of the General Fund and reconciles it to a column that reports the 
“governmental activities” of Meeker-McLeod-Sibley Community Health Services as a 
whole. 

The governmental activities columns are reported on a full accrual, economic 
resources basis, which recognizes all long-term assets and receivables as well as long-
term debt and obligations.  Meeker-McLeod-Sibley Community Health Services’ net 
assets are reported in two parts: invested in capital assets and unrestricted net assets. 
The statement of activities demonstrates the degree to which the expenses of Meeker-
McLeod-Sibley Community Health Services are offset by revenues.   

The balance sheet and statement of revenues, expenditures, and changes in fund 
balance for the General Fund are presented on the modified accrual basis and report 
current financial resources. 

C. Measurement Focus and Basis of Accounting 

The governmental activities financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting.  Revenues are 
recorded when earned, and expenses are recorded when a liability is incurred, 
regardless of the timing of related cash flows.  Grants and similar items are recognized 
as revenue as soon as all eligibility requirements imposed by the provider have been 
met. 

Governmental fund financial statements are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting.  Revenues 
are recognized as soon as they are both measurable and available.  Meeker-McLeod-
Sibley Community Health Services considers all revenues to be available if collected 
within 90 days after the end of the current period.  Charges for services are considered 
to be susceptible to accrual. Expenditures are recorded when the related fund liability 
is incurred. 
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MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES 

HUTCHINSON, MINNESOTA 


1. Summary of Significant Accounting Policies (Continued) 

D. Assets, Liabilities, and Net Assets or Equity

 1. Capital Assets 

Capital assets are recorded in the governmental activities column in the statement 
of net assets. Meeker-McLeod-Sibley Community Health Services defines capital 
assets as assets with an initial, individual cost of more than $500 and an estimated 
useful life in excess of one year. Such assets are recorded at historical cost or 
estimated historical cost if purchased or constructed.  Donated capital assets are 
recorded at estimated fair market value at the date of donation. 

Capital assets of Meeker-McLeod-Sibley Community Health Services are 
depreciated using the straight-line method over an estimated five-year useful life. 

2. Fund Equity 

In the General Fund column of the financial statements, the Health Services 
reports fund balance. The unreserved, undesignated fund balance account 
indicates the portion of equity which is available for budgeting and expending in 
future periods. 

2. Detailed Notes on All Funds 

A. Assets 

1. Deposits and Investments 

Cash is on deposit with McLeod County. Cash transactions are administered by 
the McLeod County Treasurer who is, according to Minn. Stat. §§ 118A.02 and 
118A.04, authorized to deposit cash in financial institutions designated by the 
County Board. Minnesota statutes require that all county deposits be covered by 
insurance, surety bond, or collateral, a requirement which the County was in 
compliance with at December 31, 2004. 
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MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES 

HUTCHINSON, MINNESOTA 


2. Detailed Notes on All Funds 

A. Assets (Continued) 

2. Capital Assets 

Capital asset activity for the year ended December 31, 2004, was as follows: 

Beginning  Ending 
Balance Increase Decrease Balance 

Capital assets depreciated 
  Office equipment $ 20,563 $ - $ 12,103 $ 8,460 

Less: accumulated depreciation for 
  office equipment 16,504 1,357  12,103 5,758 

      Total capital assets depreciated, net $ 4,059 $ (1,357) $ - $ 2,702 

Depreciation expense was charged to current health expenditures in the amount of 
$1,357. 

3. Receivables 

The Health Services did not have any receivables scheduled to be collected 
beyond one year as of December 31, 2004. 

3. Summary of Significant Contingencies and Other Items

 A. Risk Management 

Meeker-McLeod-Sibley Community Health Services is exposed to various risks of 
loss related to torts; theft of, damage to, or destruction of assets; errors or omissions; 
or natural disasters. The Health Services has entered into a joint powers agreement 
with Minnesota counties to form the Minnesota Counties Insurance Trust (MCIT) to 
cover its property and casualty liabilities.  There were no significant reductions in 
insurance from the previous year or settlements in excess of insurance for any of the 
past three years. 

The Property and Casualty Division of the MCIT is self-sustaining and the County 
pays an annual premium to cover current and future losses.  The MCIT carries 
reinsurance for its property lines to protect against catastrophic losses. Should the 
MCIT Property and Casualty Division liabilities exceed assets, the MCIT may assess 
the County in a method and amount to be determined by the MCIT. 
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MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES 
HUTCHINSON, MINNESOTA 

Schedule 1 

BUDGETARY COMPARISON SCHEDULE 
GENERAL FUND 

FOR THE YEAR ENDED DECEMBER 31, 2004 

Budgeted Amounts Actual Variance with 
Original Final Amounts Final Budget 

Revenues
  Intergovernmental $ 1,556,855 $ 1,556,855 $ 1,584,917 $ 28,062
 Charges for services - - 1,561 1,561
 Miscellaneous - - 3,535 3,535

      Total Revenues $ 1,556,855 $ 1,556,855 $ 1,590,013 $ 33,158 

Expenditures
 Health

 Current
      Community Health $ 58,000 $ 58,000 $ 82,090 $ (24,090)

 Intergovernmental
      CHS Grant $ 287,870 $ 287,870 $ 246,212 $ 41,658
      Center for Disease Control and

 Prevention 107,364 107,364 106,818 546
      WIC 255,000 255,000 259,094 (4,094)
      MCH Grant 89,313 89,313 75,458 13,855
      FPSP Grant 113,749 113,749 103,630 10,119
      Tobacco Free Communities 177,320 177,320 145,103 32,217
      Healthy Communities Activities 5,000 5,000 7,320 (2,320)
      State Indoor Radon Grant 29,490 29,490 22,627 6,863
      Home Visiting - TANF 48,724 48,724 41,165 7,559
      Drug Free Communities - Department

 of Justice 100,000 100,000 109,873 (9,873)
      Southwest Minnesota Grant - - 211 (211)
      Fetal Alcohol Program 70,000 70,000 101,314 (31,314)
      Child and Teen Checkups Medical 
       Assistance 138,025 138,025 138,025 -
      HRSA Grant 77,000 77,000 55,682 21,318

    Total intergovernmental $ 1,498,855 $ 1,498,855 $ 1,412,532 $ 86,323

 Total Health Expenditures $ 1,556,855 $ 1,556,855 $ 1,494,622 $ 62,233

 Net Change in Fund Balance $ - $ - $ 95,391 $ 95,391 

Fund Balance - January 1 44,823 44,823 44,823 -

Fund Balance - December 31 $ 44,823 $ 44,823 $ 140,214 $ 95,391 

The notes to the required supplementary information are an integral part of this statement. Page 10 



This page was left blank intentionally. 



MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES 

HUTCHINSON, MINNESOTA 


NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION 

AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2004 


1. Budgetary Information 

The Health Services adopts estimated revenue and expenditure budgets for the General Fund 
on the modified accrual basis.  The legal level of budgetary control is the function level. 
Appropriations and encumbrances lapse at year-end.  The budgets may be amended or 
modified at any time by the Community Health Board. 

2. Excess of Expenditures over Budget 

The General Fund has expenditures in excess of budget for the year ended December 31, 
2004: 

Expenditures 
Budget Actual Excess 

General Fund 
Health 
Current $ 58,000 $ 82,090 $ (24,090) 
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MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES 
HUTCHINSON, MINNESOTA 

Schedule 2 

SCHEDULE OF INTERGOVERNMENTAL REVENUE 
FOR THE YEAR ENDED DECEMBER 31, 2004 

Grants
 State

    Minnesota Department/Board of
      Health 
      Human Services 

Total State 

Federal 
    Special Supplemental Nutrition Program (WIC) 
    Drug-Free Communities Support Program Grant 
    State Indoor Radon Grant 
    Center for Disease Control and Prevention 
    Temporary Assistance for Needy Families - Home Visiting 
    Child and Teen Checkups Medical Assistance 
    Rural Health Care Services 
    Block Grant for Prevention and Treatment of Substance Abuse 

Maternal and Child Health Services Block Grant 

    Total Federal 

      Total Intergovernmental Revenue 

$ 

$ 

$ 

$ 

$ 

536,663
129,481

666,144

281,471
86,349
22,627

106,252
48,745

138,025
53,208
92,783
89,313

918,773

1,584,917 
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CARLTON COUNTY 

CARLTON, MINNESOTA 


Schedule 7 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED DECEMBER 31, 2004 


I.	 SUMMARY OF AUDITOR’S RESULTS 

A. 	 Our report expresses an adverse opinion on the government-wide financial 
statements of Carlton County.  The opinion is adverse because the County has not 
reported and depreciated capital assets in the government-wide financial 
statements and eliminated capital outlay expenditures.  The opinion on the 
financial statements of each major fund and the aggregate remaining fund 
information is unqualified. 

B.	 Reportable conditions in internal control were disclosed by the audit of financial 
statements of Carlton County and are reported in the “Report on Internal Control 
Over Financial Reporting and on Compliance and Other Matters Based on an 
Audit of Financial Statements Performed in Accordance with Government 
Auditing Standards.” Two of the reportable conditions are material weaknesses. 
The reportable conditions relating to capital assets and segregation of duties in the 
County Treasurer’s Office are considered to be material weaknesses. 

C. 	 No instances of noncompliance material to the financial statements of Carlton 
County were disclosed during the audit. 

D. 	 A reportable condition relating to the audit of the major federal award programs is 
reported in the “Report on Compliance with Requirements Applicable to Each 
Major Program and Internal Control Over Compliance in Accordance with OMB 
Circular A-133.” The reportable condition is a material weakness. 

E. 	 The Auditor’s Report on Compliance for the major federal award programs for 
Carlton County expresses a qualified opinion. 

F. 	 Findings relative to a major federal award program for Carlton County were 
reported as required by Section 510(a) of OMB Circular A-133. 

G. 	 The major programs are: 

Airport Improvement Program CFDA #20.106 
Highway Planning and Construction CFDA #20.205 
Temporary Assistance for Needy Families CFDA #93.558 

  Foster Care CFDA #93.658 
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Schedule 7 
(Continued) 

H. 	 The threshold for distinguishing between Types A and B programs was $300,000. 

I. 	 Carlton County was not determined to be a low-risk auditee. 

II. 	 FINDINGS RELATED TO FINANCIAL STATEMENTS AUDITED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

INTERNAL CONTROL 

PREVIOUSLY REPORTED ITEMS NOT RESOLVED 

96-11 Capital Assets 

Current generally accepted accounting principles require capital assets be valued at 
historical cost or, if historical cost data are not available, estimated cost. The County does 
not maintain capital asset records, which show cost or estimated historical cost and has 
received an adverse opinion on the government-wide financial statements. 

Governmental Accounting Standards Board (GASB) Statement 34, requires governments 
to include capital assets on the statement of net assets and to report depreciation expense 
for those assets on the statement of activities.  In addition, capital outlay expenditures in a 
governmental fund’s statement of revenues and expenditures are eliminated in the new 
statement of activities. 

To comply with GASB Statement 34, the County must establish accounting policies for 
capital assets, including capitalization thresholds, useful lives, and the designation of 
specific general ledger accounting codes to record the purchases and construction costs of 
capital assets. Capital assets, as defined by GASB Statement 34, include: land, 
improvements to land, easements, buildings, building improvements, vehicles, 
machinery, equipment, works of art and historical treasures, infrastructure, and all other 
tangible and intangible assets used in operations and that have initial useful lives 
extending beyond a reporting period. The County must establish a capital asset 
accounting system capable of providing the information needed to comply with the 
reporting requirements of GASB Statement 34. Information needed for reporting 
includes capital assets by major asset category, capital outlay expenditures by department 
and major expenditure function, and depreciation expense by department and major 
expenditure function. 
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Schedule 7 
(Continued) 

We recommend, in order to improve control over capital assets, eliminate the adverse 
opinion, and comply with the new requirements of GASB Statement 34, a record-keeping 
system be established for capital assets.  Below is an outline for developing and 
maintaining a capital asset inventory system. 

1. 	 Adopt a capitalization policy that sets a minimum dollar value for an asset to be 
accounted for on the capital asset system.  Determine the useful lives for various 
classes of assets to be used for depreciation purposes and the general ledger 
account codes to be used to record capital asset transactions. 

2. 	 Identify the information that will need to be captured by a capital asset accounting 
system and establish a system that will provide the information needed to comply 
with the reporting requirements of GASB Statement 34.  

3. 	 Inventory all capital assets (as defined by GASB Statement 34) owned by the 
County and assign responsibility for each asset to a particular department head or 
official. Infrastructure assets are not required to be reported until 2007; however, 
it may be most efficient to have all assets inventoried and valued at one time. 

4. 	 Assign actual or estimated historical cost to each item.  Enter the information into 
the capital asset system.   

5. 	 Maintain the capital asset accounting system on a current basis.  Procedures will 
need to be established on how disposals of capital assets will be identified by 
department heads and how the information will be transmitted to the person 
responsible for maintaining the capital asset system. 

6. 	 Periodically verify departmental inventory by physical inspection. 

We recommend the County Board take steps to establish formal policies and procedures 
for implementing a capital asset system.  

 Client’s Response: 

The County has contracted with the Government Management Group who will provide 
assistance to Carlton County in the determination and valuation of the County’s capital 
assets. GMG will also assist the County in the establishment of policies and procedures 
for the implementation and maintenance of a capital asset management system. 
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Schedule 7 
(Continued) 

96-12 Segregation of Duties 

Due to the limited number of office personnel within the County, segregation of the 
accounting functions necessary to ensure adequate internal accounting control is not 
possible. This is not unusual in operations the size of Carlton County; however, the 
County’s management should constantly be aware of this condition and realize that the 
concentration of duties and responsibilities in a limited number of individuals is not 
desirable from an accounting point of view. 

Several of the County’s departments that collect fees have segregation of duties 
weaknesses. These departments generally have one staff person who is responsible for 
billing, collecting, depositing, and recording receipts as well as reconciling bank 
accounts. 

We recommend that the County’s elected officials and department heads be aware of the 
lack of segregation of the accounting functions and, if possible, implement oversight 
procedures to ensure that the internal control policies and procedures are being 
implemented by staff. 

 Client’s Response: 

The Carlton County Board of Commissioners is aware of the existing conditions with 
regard to the segregation of duties. We do and will continue to review the duties and 
responsibilities of County Staff and to make appropriate changes where necessary and 
feasible. 

96-13 Treasurer’s Office Segregation of Duties 

County Treasurer’s Office personnel are responsible for receipting and depositing cash. 
They are also responsible for signing checks and for preparing the monthly bank 
reconciliations. The functions of cash collection and preparation of bank deposits should 
be segregated from the reconciliation of bank accounts. Without segregation of these 
functions, it is possible to misappropriate cash receipts or to issue unauthorized checks 
and cover the misappropriation by adjusting the bank reconciliations.  

The County Auditor/Treasurer has stated that the bank reconciliation duties are rotated 
between the two Treasurer’s Office personnel. However, the duties are rotated based on 
who has the time to do the reconciliation, rather than a rotation where each person does 
the reconciliation every other month. 
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The County Auditor/Treasurer should review assigned duties and segregate the 
preparation of the monthly bank reconciliations from the collection of cash.  If this is not 
possible, a rotation of duties between the two personnel every month, along with a 
detailed review of the bank reconciliations by the County Auditor/Treasurer on a periodic 
basis, would provide improved control over this function.   

 Client’s Response: 

The Carlton County Auditor/Treasurer is aware of the existing conditions with regard to 
segregation of duties within the Treasurer’s portion of the office.  Due to limitations 
within the offices, we are constantly reviewing the assignment of duties and 
responsibilities and making the appropriate changes when and where necessary. 

96-18 Jail Canteen Account 

The County Sheriff operates a canteen fund to purchase and sell items used by the 
prisoners in the jail. All revenues received from the sale of items and all purchases of 
goods for resale are handled through a separate checking account.  The activity of the 
canteen fund is not accounted for in the County’s general ledger system. 

The canteen fund has been in operation for many years, and it is unknown how the 
original start-up inventory was funded. However, it is our belief that canteen funds meet 
the criteria of County funds and should be accounted for in the County’s general ledger 
system.  The funds are both collected and administered by on-duty public employees 
acting on behalf of the County, using County facilities, and fulfilling their responsibilities 
to care for County prisoners. The recording of these funds on the County’s general 
ledger system would not preclude the County Board from using the profits of the canteen 
fund for the benefit of the inmates. 

We recommend the operations of the jail canteen fund be recorded on the County’s 
general ledger system. This would include depositing all money received from sales and 
making all purchases with County warrants.  If the County Board consents, these funds 
may be dedicated and used for the benefit of inmates. 

Client’s Response: 

The County Auditor/Treasurer will work with the County Board and County Sheriff to 
include the jail canteen accounts within the general ledger system while maintaining the 
dedication of the funds for the benefit of the inmates. 
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99-1 Inventory Records 

During our audit, we reviewed the accuracy of the Road and Bridge Department’s 
perpetual inventory records. We performed test counts of inventory and compared the 
counts to the amounts indicated on the perpetual records.  At the time of our count, the 
inventory system was about two months behind in posting activity for purchases and 
usage. Therefore, our test counts revealed variances in 14 of 30 items we counted.   

The Road and Bridge accountant posts all items received from vendor invoices to the 
inventory control records. He relies on information from the garages on the amount of 
inventory used to post usage to the system.  Because the inventory system was not 
updated in a timely manner, it did not reflect an accurate account of the inventory on 
hand at the time of our counts.  In past audits, we also noted variances between our 
counts and the perpetual inventory records which seemed to be due to an inaccurate 
recording of inventory usage. 

We recommend the Road and Bridge accountant update the purchases and usages of 
inventory on a current basis and make periodic test counts of inventory to determine the 
accuracy of the records.

 Client’s Response: 

Inventory records will be updated more promptly, and test counts will be used to 
determine differences between actual counts and book values. 

III. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARD PROGRAMS. 

A. COMPLIANCE 

PREVIOUSLY REPORTED ITEM NOT RESOLVED 

02-2 Compliance Documentation in Case Files - Foster Care (CFDA #93.658) 

Questioned cost: $15,289 

During our prior audit of Foster Care program case files we noted that not all 
required documentation was obtained and included in the files.   
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The County has submitted documentation to the Minnesota State Department of 
Human Services (DHS) regarding these findings.  The State has determined that 
the County has produced sufficient documentation to support IV-E eligibility and 
resolve questioned cost issues in all but one of these cases. 

Case #1955456 remains a questioned cost in the amount of $6,160, as the County 
did not produce sufficient documentation to support claiming of IV-E 
reimbursement during the time period in question.   

When a child is initially removed from the home, the first court ruling must 
contain specific language to the effect that remaining at home would be contrary 
to the child’s welfare (45 CFR § 1356.21 (c)).  Additionally, federal regulations 
require that “IV-E reimbursement of foster care maintenance payments can only 
be made for placements when such child placement and care are the legal 
responsibility of (1) a state agency administering the IV-E plan, or (2) any other 
public agency with whom the state agency administering or supervising the 
administration of the state plan has made an agreement {PL 96-272, Section 
472(a)(2)}”. In Minnesota, the DHS transfers legal responsibility for placement 
and supervision to the Local Social Service Agency (LSSA). In the case cited, 
legal responsibility was transferred to the Carlton County Court.  For this to 
occur, there must exist a Substitute Care Supervision Agreement between the 
LSSA and the court, or any other designated agency.  This agreement did not exist 
at the time of the transfer of legal responsibility.  Unless the County can produce a 
transcript of the court proceeding that would indicate the judge meant to give 
legal responsibility to the LSSA, there exists no IV-E eligibility. 

Within 60 days from the date of removal (45 CFR §§ 1256.21(b)(1), 
1256.21 (k)(1)(ii)), there must be a judicial determination as to whether 
reasonable efforts were made to prevent the removal.  In the case cited, this 
requirement was also not met. 

During our current audit, we noted that in 2 of 29 cases we tested for compliance, 
the County had not documented an annual redetermination of eligibility. 
According to 42 USC 672 (a), a child must meet the eligibility requirements of 
the former Aid To Families with Dependent Children (AFDC) program, in order 
to be eligible for Foster Care.  The state plan for implementing these regulations 
requires eligibility to be redetermined annually.  This requirement is set forth in 
DHS Bulletin 00-68-10. 
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 Questioned 
Number Dollars Costs 

Population Size 617 $ 845,941 
Items Tested 29 60,893 
Items Not in Compliance 2 2,549 $ 15,289 

The current year exceptions noted above would make the recipient ineligible for 
the entire year under our audit. Therefore, we included in questioned costs not 
only those payments we actually tested but all other payments made to the 
ineligible clients during the year. Questioned costs were calculated at 50 percent 
of the costs submitted for reimbursement, as this is the approximate rate of 
reimbursement under the Foster Care Program. 

For prior year findings, we recommend the County review the DHS findings and 
refund to them the $6,160 disallowance determination.  We also recommend that 
the County implement any other DHS recommendations or suggestions that were 
made during the course of their review.  

For current year findings, we recommend the County obtain and maintain in the 
case files all required judicial determinations, DOC assessments, and eligibility 
redeterminations to support program costs. 

Corrective Action Plan: 

Name of Contact Person Responsible for Corrective Action 

Brenda Carlson, Family Social Services Supervisor 
   Kevin DeVriendt, Fiscal Supervisor 

   Corrective Action Planned: 

We received an invoice for the $6,160 questioned costs from 2003.  We 
agree with the amount and will be paying Minnesota DHS on 
November 30.  Other missing documentation will be obtained and placed 
in files. 

   Anticipated Completion Date: 

Check to DHS for $6,160 on November 30, 2005. 

Missing documentation on current cases should be obtained by 

January 2006. 
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B. INTERNAL CONTROL 

PREVIOUSLY REPORTED ITEM NOT RESOLVED 

Internal Controls over Eligibility Determination - Foster Care (CFDA #93.658) 

During our current and prior audits, we noted instances of non-compliance with 
various compliance requirements relating to eligibility under the Foster Care 
program.  These instances of non-compliance were noted in our testing of 
compliance with the program requirements of the Foster Care Program and are 
enumerated in Finding 02-2, above.  In addition to the 29 files we tested for 
compliance with program requirements, we tested an additional 11 files for 
internal controls over compliance.  We noted 2 case files that did not have current 
Difficulty of Care Assessments on file. Also, one case file did not have an 
eligibility determination form on file. 

Carlton County has policies and procedures established over eligibility 
compliance requirements in the Foster Care Program.  However, the policies and 
procedures are not always being followed to the extent that would prevent these 
deficiencies from occurring.  We found significant improvement during the 
current audit in the case file documentation for court orders.  However, we noted 
deficient documentation in the areas of eligibility redeterminations and difficulty 
of care assessments.  

We recommend the Carlton County Human Services Director examine the 
County’s compliance with current policies and procedures in this area to 
determine how these deficiencies in case file documentation can be corrected.  All 
staff who perform these functions should be adequately trained in the compliance 
requirements relating to eligibility in the foster care program. 

Page 68 



        

Schedule 7 
(Continued) 

Corrective Action Plan: 

Name of Contact Person Responsible for Corrective Action 

Brenda Carlson, Family Social Services Supervisor 
1215 Avenue C, Cloquet, Minnesota 55720 218-878-2588 

Corrective Action Planned: 

Staff will receive training by Lynn Olund concerning eligibility procedures 
for IV-E. Quarterly unit meeting discussions will occur with the Case 
Aide to remind social workers of procedures that need to be followed. 
Workers felt that if a child was not receiving a DOC, the form did not need 
to be completed. Workers will/have been retrained that DOC forms need 
to be completed annually, foster homes need to be notified, and a copy 
needs to be in the client file annually.  We are working with the County 
Attorney’s Office, the Court Administrator’s Office, and our CJI 
committee to address the wording needed for a judicial determination and 
to address the ongoing issue of timelines and court hearings. 

Anticipated Completion Date: 

Lynn Olund has met with the Unit to discuss IV-E eligibility and the 
requirements needed. Workers have already been told that a DOC form 
must be filled out annually regardless if a child is receiving DOC points 
or not. The Team Lead and Supervisor will monitor this when reviewing 
the case with the social worker on an annual basis.  Our next CJI meeting 
is in December. The wording and findings needed for IV-E and also 
timelines will be placed on the CJI agenda. It is anticipated that this will 
be completed by January 3, 2006. 
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IV. OTHER FINDINGS AND RECOMMENDATIONS 

A. MINNESOTA LEGAL COMPLIANCE 

PREVIOUSLY REPORTED ITEMS NOT RESOLVED 

96-3 Electronic Funds Transfers 

The County Auditor/Treasurer uses electronic funds transfers to purchase and sell 
investments and to move money between accounts.  Minn. Stat. § 385.071 
requires the County Board to establish policies and procedures for investment and 
expenditure transactions via electronic funds transfer.  The County Board has not 
established written policies and procedures regarding the use of electronic funds 
transfers. 

We recommend the County Board establish written policies and procedures for 
electronic funds transfers as required by Minn. Stat. § 385.071. 

Client’s Response: 

The County has obtained copies of the counties’ policies and drafted a policy to 
fit the needs of Carlton County. This draft policy will be presented to the County 
Board for their consideration and/or approval. 

96-4 Unclaimed Funds 

The Minnesota Unclaimed Property Law requires that uncashed vendor or refund 
checks be reported to the state after three years.  Minn. Stat. §§ 345.41-.43 details 
the reporting requirements for unclaimed property and its payment to the 
Commissioner of the Minnesota Department of Commerce.  The County 
Auditor/Treasurer has established a system for keeping track of checks to be 
reported to the Commissioner.  However, the County has not filed any unclaimed 
property reports with the state or turned over any money to the state.  Minn. Stat. 
§ 345.55 states that any person who willfully refuses to pay or deliver abandoned 
property to the Commissioner under the above-mentioned statute shall be guilty 
of a gross misdemeanor.  Our review of the County’s documentation of unclaimed 
checks reveals the amount of unclaimed checks that have not been turned over to 
the state to be approximately $37,600.  
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We recommend the County Auditor/Treasurer file the required unclaimed 
property reports with the Commissioner of the Minnesota Department of 
Commerce and turn over any funds which are required to be remitted to the state. 

  Client’s Response: 

The County has established a system of tracking checks to be reported to the 
Department of Commerce/Unclaimed Property Division.  The County will 
investigate turning these monies over to the state. 

ITEM ARISING THIS YEAR 

04-1 Publication of Financial Statements 

Minn. Stat. § 375.17 requires the County to annually publish its financial 
statements.  The County Auditor has not published the financial statements for 
2003. 

We recommend the County Auditor publish the County’s financial statements 
annually as required by Minn. Stat. § 375.17. 

Client’s Response: 

As required by Minn. Stat. § 375.17, the Carlton County Auditor/Treasurer will 
ensure that the financial statements for 2003 and 2004 are published in the 
County’s legal newspaper. 

B. MANAGEMENT PRACTICES 

PREVIOUSLY REPORTED ITEMS NOT RESOLVED 

96-24 Budgets 

The County Board does not have a formal written budget policy.  A budget policy 
has been drafted; however, it has not been formally approved by the County 
Board. Under past practice, it has been the informal policy of the Board to 
approve all line-item budget changes and all budget amendments. 
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We recommend the Board establish a written budget policy that indicates the 
following: 

-	 the level of budgetary control at which Board approval is required for any 
budget transfers or amendments, 

-	 any exceptions to the general policy which would not require Board 
approval, and 

-	 the budgetary basis on which the budget is adopted. 

All budget transfers or amendments that require Board approval by the written 
policy should be approved by the Board.  Approval should be documented in a 
manner that allows the original Board-approved budget to be reconciled to the 
final amended budget used for reporting purposes.  The minutes should include 
the amounts of any transfers or budget changes in addition to the explanation for 
the change. All Board-approved budget amendments should be input in the 
general ledger system.   

A standard budget change form could be adopted as part of the budget policy. 
This form would standardize the process of obtaining a budget amendment and 
would ensure that all budget changes included the accounts affected by the change 
and the amount of the change.  The budget should be amended for any significant 
changes in revenue sources or spending patterns that occur during the year. 

  Client’s Response: 

A draft of the policy has been established, and this draft shall be presented to the 
County Board for consideration and/or approval.  The County Board has 
appointed a committee to oversee the budget process, including budget changes 
made during the year. The draft of the policy will formalize the actions currently 
taken by this committee. 

96-25 Travel Policy 

The County Board does not have a formal written travel policy.  The County has 
set meal and mileage allowances by various Board resolutions; however, no 
detailed guidance is available on travel expenses.  Travel claims are submitted on 
the County’s regular voucher form as there is no separate travel claim form. 
Department heads approve their own travel claims. 
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A formal travel policy should clarify the County Board’s position regarding travel 
expenses and would result in uniform treatment of travel claims.  The policy 
could include the following items: 

- which expenses are reimbursable, 

- which expenses are prohibited, 

- who is authorized to approve travel expenses, and 

- what type of documentation is required to support expenses. 

A separate travel claim form would help the County Board implement its policy 
by specifying on the face of the claim form the type of expense, governmental 
purpose, documentation requirements, and appropriate approvals. 

We recommend the County Board establish a formal travel policy incorporating 
the above items.  Travel claims should be approved by someone other than the 
person submitting the claim. 

Client’s Response: 

The County Board will be considering a formal travel policy.  At this time, they 
have chosen not to take any formal action on a travel policy. The 
Auditor/Treasurer will again present a draft policy for their review and action. 

96-26 Disaster Recovery Plan 

The County has a disaster recovery plan in the event of a disaster involving its 
computer system.  However, the plan has not been updated since 1993.  Since the 
plan was written, new computer systems and software have been implemented 
that make the disaster recovery plan outdated. 

With the increased importance of, and reliance on, data processing in the 
day-to-day operations of the County, an incomplete disaster recovery plan could 
delay the County’s return to normal operations after a disaster. 

We recommend that the head of the County Data Processing Department update 
the disaster recovery plan to reflect new systems, software, and changes in 
personnel and operations that have occurred over the years since the plan was last 
updated. 
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Client’s Response: 

Carlton County recognizes that a Disaster Recovery Plan needs to be in place. 
The MIS office is actively working on the adoption of a Plan and is also working 
with the MCIS to insure that there is an agreement with an alternative site to 
provide backup in the event of a disaster. Formal disaster recovery sites are 
being identified, and agreements shall be negotiated for such a Plan. 

Contract Change Orders 

In a prior audit, we noted the County had an overrun of $107,475 on the Law 
Enforcement Center remodeling that had to be absorbed by the General Fund. 
Change orders on this contract had been approved by the project architects and 
the project manager; however, they had not been approved by the County Board.  

The County Board does not have a clear policy as to whether all contract change 
orders are to be approved by the Board. It has been past practice to bring change 
orders to the Board for approval. It is important that change orders be approved 
by the County Board because the use of County resources is required to fund any 
project overruns. 

We recommend the County Board draft a clear policy on the procedures to be 
followed for change orders that states when change orders should be brought 
before the Board for approval. 

  Client’s Response: 

The County Board will adopt a formal policy with regard to contract and contract 
change orders to ensure that the County Board is aware of the change orders as 
they are incurred. 

C. OTHER ITEM FOR CONSIDERATION 

Other Postemployment Benefits (OPEB) 

The Governmental Accounting Standards Board (GASB) recently issued 
Statement No. 43, Financial Reporting for Postemployment Benefit Plans Other 
Than Pension Plans, which establishes financial reporting for OPEB plans and 
Statement No. 45, Accounting and Financial Reporting by Employers for 
Postemployment Benefits Other Than Pensions, which governs employer 
accounting and financial reporting for OPEB.  These standards, like what GASB 
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Statements 25 and 27 did for government employee pension benefits and plans, 
provide the accounting and reporting standards for the various other 
postemployment benefits many local governments offer to their employees. 
OPEB can include many different benefits offered to retirees such as health, 
dental, life, and long-term care insurance coverage.   

If retirees are included in an insurance plan and pay a rate similar to that paid for 
younger active employees, this implicit subsidy is considered OPEB.  In fact, 
local governments may be required to continue medical insurance coverage 
pursuant to Minn. Stat.§ 471.61, subd. 2b.  This benefit is common when 
accumulated sick leave is used to pay for retiree medical insurance.  Under the 
new GASB statements, accounting for OPEB is now similar to the accounting 
used by governments for pension plans. 

Some of the issues that the County Board will need to address in order to comply 
with the statements are: 

• 	 Determine if employees are provided OPEB. 

• 	 If OPEB are being provided, the County Board will have to determine 
whether it will advance fund the benefits or pay for them on a 
pay-as-you-go basis. 

• 	 If OPEB are being provided, the County Board will have to decide 
whether to establish a trust to fund the OPEB. 

• 	 In order to determine annual costs and liabilities that need to be 
recognized, the County Board will have to decide whether to hire an 
actuary. 

If applicable for Carlton County, GASB Statements 43 and 45 would be 
implemented for years ended December 31, 2007 and 2008, respectively. 
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STATE OF MINNESOTA 
OFFICE OF THE STATE AUDITOR 

SUITE 500 
525 PARK STREET (651) 296-2551 (Voice) 

PATRICIA ANDERSON SAINT PAUL, MN  55103-2139 
(651) 296-4755 (Fax) 

state.auditor@state.mn.us (E-mail)
STATE AUDITOR 1-800-627-3529 (Relay Service) 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 


FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

Community Health Board 
Meeker-McLeod-Sibley Community  
Health Services 

We have audited the financial statements of the governmental activities and the major fund of 
Meeker-McLeod-Sibley Community Health Services as of and for the year ended December 31, 
2004, and have issued our report thereon dated September 29, 2005.  We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered Meeker-McLeod-Sibley Community Health 
Services’ internal control over financial reporting in order to determine our auditing procedures 
for the purpose of expressing our opinions on the financial statements and not to provide an 
opinion on the internal control over financial reporting.  Our consideration of the internal control 
over financial reporting would not necessarily disclose all matters in the internal control over 
financial reporting that might be material weaknesses.  A material weakness is a condition in 
which the design or operation of one or more of the internal control components does not reduce 
to a relatively low level the risk that misstatements in amounts that would be material in relation 
to the financial statements being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions.  We noted no matters 
involving the internal control over financial reporting and its operation that we consider to be 
material weaknesses. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Meeker-McLeod-Sibley Community 
Health Services’ financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements, 
noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts.  However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an opinion.  
The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 

Minnesota Legal Compliance 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the provisions of the Minnesota Legal Compliance Audit Guide for Local 
Government, promulgated by the State Auditor pursuant to Minn. Stat. § 6.65.  Accordingly, the 
audit included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances.   

The Minnesota Legal Compliance Audit Guide for Local Government contains six categories of 
compliance to be tested:  contracting and bidding, deposits and investments, conflicts of interest, 
public indebtedness, claims and disbursements, and miscellaneous provisions.  Our study 
included all of the listed categories except that we did not test for compliance in public 
indebtedness because no debt has been issued by the Meeker-McLeod-Sibley Community Health 
Services, deposits and investments because the Health Services’ funds are held by the fiscal 
agent, contracting and bidding as no contracts were noted, and miscellaneous provisions as none 
of the provisions are applicable to Health Services. 

The results of our tests indicate that for the items tested Meeker-McLeod-Sibley Community 
Health Services complied with the material terms and conditions of applicable legal provisions.  

This report is intended solely for the information and use of the Community Health Board, and 
management and is not intended to be, and should not be, used by anyone other than those 
specified parties. 

/s/Pat Anderson         /s/Greg Hierilnger 

PATRICIA ANDERSON       GREG HIERLINGER, CPA 
STATE AUDITOR        DEPUTY STATE AUDITOR 

End of Fieldwork: September 29, 2005 
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STATE OF MINNESOTA 
OFFICE OF THE STATE AUDITOR 

SUITE 500 
525 PARK STREET 	 (651) 296-2551 (Voice) 

(651) 296-4755 (Fax)
PATRICIA ANDERSON 	 SAINT PAUL, MN  55103-2139 state.auditor@state.mn.us (E-mail)

STATE AUDITOR 1-800-627-3529 (Relay Service) 

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO 

EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER 


COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133


Community Health Board 
Meeker-McLeod-Sibley Community  

Health Services 


Compliance 

We have audited the compliance of Meeker-McLeod-Sibley Community Health Services with 
the types of compliance requirements described in the U.S. Office of Management and Budget 
(OMB) Circular A-133 Compliance Supplement that are applicable to its major federal program 
for the year ended December 31, 2004.  The Health Services’ major federal program is identified 
in the Summary of Auditor’s Results section of the accompanying Schedule of Findings and 
Questioned Costs. Compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its major federal program is the responsibility of the Health Services’ management. 
Our responsibility is to express an opinion on the Meeker-McLeod-Sibley Community Health 
Services’ compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted 
in the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred. An audit includes examining, on a test basis, evidence about Meeker-McLeod-Sibley 
Community Health Services’ compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances.  We believe that our audit provides 
a reasonable basis for our opinion. Our audit does not provide a legal determination on the 
Health Services’ compliance with those requirements. 

In our opinion, Meeker-McLeod-Sibley Community Health Services complied, in all material 
respects, with the requirements referred to above that are applicable to its major federal program 
for the year ended December 31, 2004.   
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Internal Control Over Compliance 

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

Our consideration of the internal control over compliance would not necessarily disclose all 
matters in the internal control that might be material weaknesses.  A material weakness is a 
condition in which the design or operation of one or more of the internal control components 
does not reduce to a relatively low level the risk that noncompliance with applicable 
requirements of laws, regulations, contracts, and grants that would be material in relation to a 
major federal program being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions.  We noted no matters 
involving the internal control over compliance and its operation that we consider to be material 
weaknesses. 

Schedule of Expenditures of Federal Awards 

We have audited the financial statements of Meeker-McLeod-Sibley Community Health Services 
as of and for the year ended December 31, 2004, and have issued our report thereon dated 
September 29, 2005. Our audit was performed for the purpose of forming opinions on the 
financial statements.  The accompanying Schedule of Expenditures of Federal Awards is 
presented for purposes of additional analysis as required by OMB Circular A-133 and is not a 
required part of the basic financial statements.  Such information has been subjected to the 
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is 
fairly stated in all material respects in relation to the basic financial statements taken as a whole. 

This report is intended solely for the information and use of the Community Health Board, 
management, and federal awarding agencies and pass-through entities and is not intended to be, 
and should not be, used by anyone other than those specified parties. 

/s/Pat Anderson         /s/Greg Hierlinger 

PATRICIA ANDERSON       GREG HIERLINGER, CPA 
STATE AUDITOR        DEPUTY STATE AUDITOR 

End of Fieldwork: September 29, 2005 
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MEEKER-MCLEOD-SIBLEY COMMUNITY HEALTH SERVICES 
HUTCHINSON, MINNESOTA 

Schedule 4 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED DECEMBER 31, 2004 

Federal Grantor 
  Pass-Through Agency 

Grant Program Title 

Federal 
CFDA 

Number Expenditures 

Passed 
Through to

Subrecipients 

U.S. Department of Agriculture
  Passed Through Minnesota Department of Health

 Special Supplemental Nutrition Program (WIC)  10.557 $ 281,471 $ 281,471 

U.S. Department of Justice
 Direct

    Drug-Free Communities Support Program Grant 16.729 $ 86,349 $ 86,349 

U.S. Environmental Protection Agency
  Passed Through Minnesota Department of Health
    State Indoor Radon Grant 66.032 $ 22,627 $ 22,627 

U.S. Department of Health and Human Services
  Passed through Minnesota Department of Health
    Center for Disease Control and Prevention - Investigations
     and Technical Assistance 93.283 $ 106,252 $ 106,252

    Temporary Assistance for Needy Families 93.558 48,745 48,745

    Medical Assistance Program 93.778 138,025 138,025

    Rural Health Care Services Outreach and Rural Health
     Network Development Program  93.912 53,208 53,208

    Block Grant for Prevention and Treatment of Substance Abuse 93.959 92,783 92,783

    Maternal and Child Health Services Block Grant 93.994 89,313 89,313

    Total Department of Health and Human Services $ 528,326 $ 528,326

      Total Federal Awards $ 918,773 $ 918,773 

Notes to Schedule of Expenditures of Federal Awards 

1. The Schedule of Expenditures of Federal Awards presents the activity of federal award programs expended by
     Meeker-McLeod-Sibley Community Health Services.  The Health Services' reporting entity is defined in Note 1
     to the financial statements. 

2. The expenditures on this schedule are on the accrual basis of accounting. 

3. Pass-through grant numbers were not assigned by the pass-through agency. 
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