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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
FEDERAL AND STATE PROGRAM, INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133 AND THE STATE SINGLE AUDIT GUIDELINES AND THE SCHEDULES
OF EXPENDITURES OF FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE

To the County Board
Lincoln County
Merrill, Wisconsin

Compliance

We have audited the compliance of Lincoln County, Wisconsin with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement and the
State Single Audit Guidelines issued by the Wisconsin Department of Administration that are applicable to each of
its major federal and state programs for the year ended December 31, 2006. Lincoln County, Wisconsin's major
federal and state programs are identified in the summary of auditors’ results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and
grants applicable to each of its major federal and state programs is the responsibility of Lincoln County,
Wisconsin’s management. Our responsibility is to express an opinion on Lincoln County, Wisconsin’s 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 and the State Single Audit Guidelines issued by the Wisconsin
Department of Administration. Those standards, guidelines 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 and state program
occurred. An audit includes examining, on a test basis, evidence about Lincoln County, Wisconsin’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide
a legal determination of Lincoln County, Wisconsin’s compliance with those requirements.

In our opinion, Lincoln County, Wisconsin complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal and state programs for the year ended December 31, 2007.



Internal Control Over Compliance

The management of Lincoln County, Wisconsin is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal and
state programs. In planning and performing our audit, we considered Lincoln County, Wisconsin’s internal control
over compliance with the requirements that could have a direct and material effect on a major federal and state
program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance,
but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.

Accordingly, we do not express an opinion on the effectiveness of the Lincoln County, Wisconsin’s internal control
over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to prevent
or detect noncompliance with a type of compliance requirement of a federal and state program on a timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to administer a federal and state program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal and state program that is more than
inconsequential will not be prevented or detected by the Lincoln County, Wisconsin’s internal control. We
consider the deficiency in internal control over compliance described in the accompanying schedule of findings
and questioned costs as item 2007-01 to be a significant deficiency.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that material noncompliance with a type of compliance requirement of a federal and state
program will not be prevented or detected by the entity’s internal control. We do not consider the deficiency
described in the accompanying schedule of findings and questioned costs to be a material weakness.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in the entity’s internal control that might be
significant deficiencies or material weaknesses as defined above.

Scheduie of Expenditure of Federal Awards and State Financial Assistance

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information
of Lincoln County, Wisconsin as of and for the year ended December 31, 2007, and have issued our report
thereon dated July 29, 2008. Our audit was performed for the purpose of forming our opinions on the financial
statements that collectively comprise Lincoln County, Wisconsin's basic financial statements. The accompanying
schedule of expenditures of federal awards and schedule of state financial assistance is presented for purposes
of additional analysis as required by OMB Circular A-133 and the State Single Audit Guidelines, 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.

Lincoln County, Wisconsin’s response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit Lincoln County, Wisconsin’s response and,
accordingly, we express no opinion on it.

This report is intended solely for the information and use of the County Board, management, others within the
entity, and federal and state awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

Certified Public Accountants
Green Bay, Wisconsin
July 29, 2008
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LINCOLN COUNTY, WISCONSIN

Notes to the Schedules of Expenditures of Federal Awards and State Financial Assistance
December 31, 2007

NOTE A - BASIS OF PRESENTATION

The accompanying Schedules of Expenditures of Federal and State Awards for Lincoln County, Wisconsin,
are presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations and the State Single Audit Guidelines issued by the Wisconsin
Department of Administration.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES

Revenues and expenditures in the schedules are presented in accordance with the modified accrual basis of
accounting and are generally in agreement with revenues and expenditures reported in the County's 2006
basic financial statements. Accrued revenue at year-end consists of federal and state program expenditures
scheduled for reimbursement to the County in the succeeding year while deferred revenue represents
advances for federal and state programs that exceed recorded County expenditures.

Major federal and state financial assistance programs are identified in the Schedule of Findings and
Questioned Costs and are determined as follows:

Federal Programs: Lincoln County, Wisconsin, does not qualify as a low risk auditee in accordance with
paragraph 530 of OMB Circular A-133. Therefore major programs represent those with combined
expenditures exceeding 50% of total federal awards that also were deemed major programs based on the
auditor's risk assessment. All other federal programs are considered non-major programs.

State Programs: Lincoln County, Wisconsin, does not qualify as a low risk auditee in accordance with the
State Single Audit Guidelines. Therefore major programs represent those with combined expenditures
exceeding 50% of total state financial assistance that also were deemed major programs based on the
auditor's risk assessment. In addition, certain state financial assistance programs were designated state
major by the state granting agency and therefore considered state major. All other state financial assistance
programs are considered non-major programs.

NOTE C - OVERSIGHT AGENCIES
The federal and state oversight agencies for the County are as follows:
Federal - U.S. Department of Health and Human Services

State - Wisconsin Department of Health and Family Services

NOTE D - TITLE 19 MEDICAL ASSISTANCE PAYMENTS

The Schedule of Federal Awards and Schedule of State Financial Assistance do not include recorded
revenues of $339,946 received by the County for Title 19 Medical Assistance. The payments are considered
a contract for services between the State and the County and therefore are not reported as federal awards or
state financial assistance. Presented below is a summary of Title 19 Medical Assistance payments for 2007
received by various County departments:

Social Services $ 7,992
Developmental Disabilities 323,943
Public Health 8,011

$ 339,946
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LINCOLN COUNTY, WISCONSIN

Notes to the Schedule of Expenditures of Federal Awards and State Financial Assistance (Continued)
December 31, 2007

NOTE E - STATE DIRECT PAYMENTS

Payments made under the food stamp program directly to recipients and vendors by the State of Wisconsin
are not included in the Schedule of Federal Awards and Schedule of State Financial Assistance

NOTE F - STATE OF WISCONSIN REPORTING SYSTEMS

The Wisconsin Department of Health and Family Services (DHFS) and Department of Workforce
Development (DWD) utilize the Community Aids Reporting System (CARS) and the Central Office Reporting
System (CORe) for reimbursing the County for various federal and state program expenditures. The
expenditures reported on the Schedule of Expenditures of Federal Awards and the Schedule of State
Financial Assistance for various DHFS and DWD programs agree with the expenditures reported on the
May 2008 CARS for the Human Services Department and the December 31, 2007 CORe for Child Support
and Child Daycare programs.

NOTE G - REVOLVING LOAN FUND FOR ECONOMIC DEVELOPMENT
In current and prior years, the County received community development block grants to finance economic
development loans made to local businesses. During 2007, the County received grant income of $106,000
program income of $49,667 and expended $136,000 for an economic loan.

At December 31, 2007 outstanding notes receivable totaled $432,414. In addition, the County has available
$77,220 for future economic development expenditures.
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LINCOLN COUNTY, WISCONSIN
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2007
Section | - Summary of Auditors’ Results

Basic Financial Statements

Type of auditors’ report issued: Unqualified
Internal control over financial reporting:
e Material weakness(es) identified? No
¢ Significant deficiency(ies) identified that is not
considered to be a material weakness? None Reported
Noncompliance material to basic financial statements noted? No

Federal and State Awards Programs
Internal control over major program:

e Material weakness(es) identified No
» Significant deficiency (ies) identified that are not considered
to be material weakness(es)? Yes
Type of auditors’ report issued on compliance for major programs
Medical Assistance Program Unqualified
Any audit findings disclosed that are required to be reported
in accordance with Section 510(a) of Circular A-133? Yes
Any audit findings disclosed that are required to be reported
in accordance with the State Single Audit Guidelines? Yes

Identification of major federal and state programs:

93.778 — Medical Assnstaﬁi:e

4:$

N/A

Medicaid Personal Care Program
N/A Case Management
370.574 & 370.575 Recreation Aids - Snowmobile Trails and Area Aid
410.313 Community Youth & Family Aids
435.283 Income Maintenance Administration
435.338 } COP W Program
435.348 CIP It Program
435.367 Community Options Program
435.506 Brain Injury Waiver
435.564 CIP 1B Program
435.580 CIP 1A Program
445.347 Child Day Care Program
Audit threshold used to determine between Type A and Type B programs:
Federal Awards $300,000
State Awards $100,000

Auditee qualified as low-risk auditee No

Section I - Financial Statement Findings

There are no findings related to the basic financial statements required to be reported
under governmental auditing standards generally accepted in the United States of America
for the year ended December 31, 2007.
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2007-01

Condition:

Criteria:

Cause:

Recommendation:

LINCOLN COUNTY, WISCONSIN
Schedule of Findings and Questioned Costs (Continued)
For the Year Ended December 31, 2007

Section IIf — Federal and State Awards Findings and Questioned Costs

Medical Assistance Programs (CFDA 93.778 and Various State ID)

Finding 2006-01 disclosed that the County over-reported costs related to services
funded under the medical assistance programs (state and federal award
programs). The County’s corrective action plan was to review it's procedures for
accumulating cost information in the Developmental Disabilities Center and make
at least quarterly reviews of actual costs and make appropriate adjustments to the
per unit rates in order for the rates to reflect actual costs. We assisted the County
in determining the calculation for 2007.

Effective internal controls would have County personnel periodically review and
make appropriate adjustments to the per unit rates throughout the year. Auditors
cannot be considered part of the County’s internal control structure over
compliance.

The County wanted to ensure the methodology used in determining cost was
appropriate and met federal and state requirements because of the dollar value of
the prior year finding. Therefore, they requested Schenck SC to review and assist
in developing the methodology.

We recommend the County personnel continue using the methodology developed
with our assistance in future years.
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LINCOLN COUNTY, WISCONSIN
Schedule of Prior Year Audit Findings and Corrective Action Plan
For the Year Ended December 31, 2007

Prior Year Audit Findings

2006-01 Allowable Costs — Developmental Disabilities Center

The finding has been resolved with the State of Wisconsin and the over-reported costs are
being repaid over a three year period. The County established additional methodology

Corrective Action Plan

2007-01 The County agrees that we are responsible for the determination of unit costs for services
provided. We used Schenck to assist us in developing a methodology for the 2007 fiscal year
to ensure our calculation was documented appropriately.
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