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LEGISLATIVE AUDIT BUREAU

The Bureau is a nonpartisan legislative service agency responsible for conducting financial and
program evaluation audits of state agencies. The Bureau’s purpose is to provide assurance to the
Legislature that financial transactions and management decisions are made effectively, efficiently, and
in compliance with state law and that state agencies carry out the policies of the Legislature and the
Governor. Audit Bureau reports typically contain reviews of financial transactions, analyses of agency

performance or public policy issues, conclusions regarding the causes of problems found, and
recommendations for improvement. '

Reports are submitted to the Joint Legislative Audit Committee and made available to other
committees of the Legislature and to the public. The Audit Committee may arrange public

hearings on the issues identified in a report and may introduce legislation in response to the audit
recommendations. However, the findings, conclusions, and recommendations in the report are those
of the Legislative Audit Bureau. For more information, write the Bureau at 22 E. Mifflin Street,

Suite 500, Madison, WI 53703, call (608) 266-2818, or send e-mail to leg.audit.info@legis.wisconsin.gov.
Electronic copies of current reports are available on line at www.legis.wisconsin.gov/lab.
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September 27, 2007

* Senator Jim Sullivan and

Representative Suzanne Jeskewitz, Co-chairpersons
Joint Legislative Audit Committee

State Capitol

Madison, Wisconsin 53702

Dear Senator Sullivan and Representative Jeskewitz:

We have completed financial audits of Mendota and Winnebago Mental Health Institutes for
the period July 1, 2005, through June 30, 2006. The audits were requested by the Department
of Health and Family Services to comply with requirements of the Joint Commission on
Accreditation of Healthcare Organizations. We were able to express an unqualified opinion on
each Institute’s financial statements.

Mendota and Winnebago Mental Health Institutes are licensed and accredited hospitals that
provide specialized diagnostic, evaluation, and treatment services for mentally ill children and
adults. The Institutes also provide services to forensic patients referred to them through the
criminal justice system. The Institutes are funded through a mix of general purpose revenue
and program revenue.

Each Institute reported a financial gain for fiscal year 2005-06. Mendota reported a gain of
$1.2 million, and Winnebago reported a gain of $1.8 million. In each case, operating revenues
increased enough to offset increases in operating expenses, such as salary and fringe benefit
costs. Further, each Institute reported a positive accounting balance, which is reflected in its
financial statements as unrestricted net assets.

As part of our audit, we followed up on internal control concerns reported in our prior year’s
audit related to administration of approximately $395,000 in client funds by the Program of
Assertive Community Treatment, an outpatient unit of Mendota. To assist clients in managing
their own money, staff receive and disburse funds on their behalf. In accepting client funds, the
State is responsible for ensuring proper controls are in place to reduce the risks of error or
misappropriation. While some improvements were made, internal control concerns remain
related to client funds administered by the Program of Assertive Community Treatment,
including a lack of separation of duties and limited oversight of operations.

We appreciate the courtesy and cooperation extended to us by Department of Health and
Family Services staff during our audit. A response from the Department follows our report.

Respectfully submitted,
Heiw et

Janice Mueller
State Auditor
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