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As part of our audit of the State of Louisiana's financial statem ents for the year ended June 30, 
2000, we considered the state Departm ent of Education's internal control over financial 
reporting and over com pliance with requirem ents that could have a direct and m aterial effect on 
a major federal program; we examined evidence supporting certain accounts and balances 
m aterial to the State of Louisiana's financial statem ents; and we tested the departm ent's 
com pliance with laws and regulations that could have a direct and m aterial effect on the State 
of Louisiana's financial statements and major federal programs as required by Government 
Auditing Standards and U.S. Office of Managem ent and Budget Circular A-133. 

The Annual Fiscal Report of the state Departm ent of Education is not audited or reviewed by 
us, and, accordingly, we do not express an opinion on that report. The departm ent's accounts 
are an integral part of the State of Louisiana's financial statem ents, upon which the Louisiana 
Legislative Auditor expresses an opinion. 

In our prior m anagem ent letter on the state Departm ent of Education for the year ended 
June 30, 1999, we reported findings relating to inadequate audit resolution, ineffective internal 
audit function, i'ladequate controls over data in the M inim um Foundation Program , inadequate 
inform ation system s controls, inadequate controls for Im proving Am erica's Schools Act 
program s, inadequate controls for the Safe and Drug-Free program , unallowable costs in 
Special Education program , inadequate controls for federal cash m anagem ent, inadequate 
m onitoring for Child and Adult Care Food Program , inadequate controls over m ovable property, 
inadequate co ,~trols over contracts and cooperative endeavor agreem ents, inadequate 
collection procedures, inadequate subrecipient m onitoring, inadequate controls over Vocational 
Education program , inadequate controls in Starting Points program , noncom pliance with year 
2000 regulations, inadequate uniform payroll system s controls, inadequate controls over bank 
reconciliations, and failure to verify the claim s loss listing. The findings relating to inadequate 
uniform payroll system s controls and failure to verify claim s loss listing have not been resolved 
and are addressed again in this report. The remaining findings addressed in our previous 
m anagem ent letter were resolved by m anagem ent. 

Based on the application of the procedures referred to previously, all significant findings are 
included in this letter for m anagem ent's Consideration. All findings included in this m anagem ent 
letter that are required to be reported by Governm ent Auditing Standards will also be included 
in the State of Louisiana's Single Audit Report for the year ended June 30, 2000. 
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Subgrantee Applications Not 
Properly Review ed 

The state Department of Education (SDE) did not maintain adequate controls over the 
review ot subgrantee applications for Title 1 G rants to Local Educational Agencies 
(LEAs) (CFDA 84.010) to ensure compliance with federal regulations. Office of 
Management and Budget lOMB) Circular A-87 states that for a cost to be allowable it 
m ust be necessary and reasonable for the perform ance and adm inistration of federal 
program s. Also, according to the Im proving Am erica's Schools Act of 1994, Section 
1114, an LEA should develop a com prehensive plan that describes how the school will 
use Title I funds, as well as other resources, to im plem ent its plan. Under Section 1112, 
the SDE- is required to approve these plans. Finally, the SDE's "Instructions for 
Com pleting an LEA Consolidated Application" require schools with at least a 75%  
poverty level to be funded in the order they are ranked. 

A review of 20 LEA consolidated applications disclosed the following 

The SDE reimbursed the Orleans Parish school district $13,349 for health 
ser~,ices that were not part of the district's approved plan; therefore, 
these expenditures are questioned costs. 

The SDE did not question the necessity and reasonableness of $90,473 
in m edical and dental services reim bursed to the East Baton Rouge 
Parish school district. Justification for providing these services should 
have been obtained before reim bursem ent, considering the availability of 
these serv ices to children through other federal grants and in com parison 
to sim ilar expenditures by a m uch larger school district. [he SDE 
requested justification from the school district after the legislative auditor 
questioned the expenditures. 

W hile testing the SDE application review process, the legislative auditor 
was not provided docum entation from the SDE as to why som e school 
districts funded alternative schools and som e did not. Two school 
districts ranked but did not fund two public schools that had a poverty 
level over 75% . In each case, the school was identified as an alternative 
school or a separate school specifically created to m eet student needs 
that could not be m et in a regular school program . As part of developing 
its response to this finding, the SDE obtained docum entation as to why 
those schools were not funded. 

The SDE should im plem ent controls to ensure that subgrantee applications are 
thoroughly reviewed for com pliance with federal regulations. The departm ent should 
also obtain written clarification from the U.S. Departm ent of Educa tion regarding the 
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eligibility of alternative schools. Questioned costs should be resolved with the U.S. 
Departm ent of Education. Managem ent did not concur with the finding and 
recom m endation. The SDE contends, in part, that its application review process is very 
thorough, given the current resources, and the SDE provided its explanation.,; for the 

exceptions (see Appendix A, page 1 ). 

Additional Com m ents: W hile the SDE was able to explain certain exception.,; as part 
of developing its response to this finding, the docum entation needed to resolve the 
exceptions was not available when the audit tests were performed. More docum entation 
is needed in the review process. 

Failure to M aintain Adequate Control Over 
E-quipm ent Purchased W ith Classroom -Based 
Technology Fund 

Tile SDE did not m aintain adequate internal control over equipm ent purchased for use 
in non-public schools through the Classroom -Based Technology Fund. Louisiana 
Revised Statute 17:3921.2(D) provides that equipment and software purchased with 
these funds shall rem ain the property of the state. Good internal controls require that 
detailed property records be m aintained on the acquisition and disposition of property 
item s and that property be safeguarded against loss and unauthorized use. Also, the 
SDE's adm inistrative guidelines for the Classroom -Based Technology Fund require 
each non-public school to subm it an annual sworn statem ent indicating the description, 
location, and use of property items with a unit value over $300. In addition, all property 
item s purchased with these funds are to be returned to the SDE if the schools cease to 
exist. 

A review of the statutes that created the fund, interviews of SDE em ployees, a review of 
the adm inistratiw; guidelines developed for the fund by the SDE, and a review of sworn 
statem ents subm itted by the non-public schools disclosed the following weaknesses: 

2 

3 

The SDE did not have a m onitoring system in place to ensure that 
property item s acquired through this fund were properly accounted for by 
the schools and were returned when required. 

]he SDE did not verify that all non-public schools subm itted the required 
annual sworn statem ents, indicating the description, location, and use of 
property purchased through the fund. 

The Sr)E neither m aintained a listing of equipm ent purchased by the 
departm ent for each nom public school nor included these state property 
item s in its m ovable property records. 
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Managem ent did not ensure that appropriate departm ent personnel were assigned the 
respornsibilities of m onitoring property purchased through the Classroom -Based 
Technology Fund. As a result, the SDE was not aware of the location or total dollar 
value of this equipm ent and understated the reported am ount of m ovable property 
owned by the department by approximately $5,869,286. In addition, without adequate 
tracking procedures, there is an increased risk of m isuse and theft of this equipm ent. 

Managernent should develop procedures to m onitor property item s purchased by the 
department for non-public schools. -Ihe departm ent should also m aintain a listing of the 
equipm ent located in each non-public school to validate the inform ation certified by the 
schools and to accurately report the am ount of m ovable property belonging to the 
depad:m ent. Managem ent concurred with the finding and recom m endation and outlined 
a plan of corrective action (see Appendix A, page 3). 

W eaknesses in Controls Over Payro 

For the second consecutive year, the SDE did not com ply with Civil Service rules and 
existing internal control procedures over its payroll function. Civil Service rule 15.2 
(equires supervisors to certify the rendering of serv ice by em ployees. Also, Civil Serv ice 
rule 6.26 lim its the am ount of com pensatory leave that can be carried over for an 
em ployee from one calendar year to the next. Departm ental procedures require that 
(1) all tirnekeeping units have a backup timekeeper for online time entry in the absence 
of the primary timekeeper; (2) timekeepers do not share payroll system IDs and keep 
their individual passwords confidential; (3) overtime must be approved in advance and 
authorization of the approval should be on file; and (4) the Fixed Time Entry Report 
m ust be reviewed and verified by an em ployee who is not the em ployee entering tim e 
and attendance into the system . A review of the payroll function disclosed the following 
deficiencies: 

In a test of tim e and attendance records for 24 em ployees for one pay 
period in 12 tim ekeeping units, the following exceptions were noted: 

In three of thE; tim ekeeping units, the superv isor did not approve 
the tim e sheets. Also, in one of the three units, the superv isor 
had not approved tim e sheets for 17 of 18 pay periods. 

Three of five em ployees who worked overtime did not have 
docum entation on file to indicate prior approval and authorization 
of the overtim e. 

In three of the tim ekeeping units, the sam e em ployee who entered 
tim e and attendance into the payroll system also reviewed and 
verified the Fixed -lim e Entry Report. 
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Five (33%) of 15 timekeeping units tested did not have a backup 
tim ekeeper. In addition, six backup tim ekeepers did not have their own 
user ID. One of the six reported using the ID and password of another 
em ployee for online data entry. 

For two em ployees, the com pensatory leave carried forward into the next 
calendar year exceeded the 360 hours allowed by Civil Service rules, one 
by 62 hours and the other by 35 hours. 

The dep;~rtment has not placed sufficient em phasis on com pliance with state rules and 
departm ental procedures. Failure to com ply with established rules and procedures 
increases the risk that inaccurate, unsupported, or fraudulent payroll data could be 
entered into the payroll system and processed without tim ely detection. 

The SDE should com ply with Civil Serv ice rules and existing internal control procedures 
over its payroll function. Managem ent concurred with the finding and recom m endation 
and outlined a plan of corrective action (see Appendix A, page 4). 

Failure 1:o Properly Review the 
ClainlS Loss Listing 

For the second consecutive year, the SDE did not properly review the Claim s Loss 

Listing received from the Office of Risk Management (ORM). Each quarter, the ORM 
distributes a Claim s Loss Listing to all state agencies that contains all claim s subm itted 
by each agency. The O RM uses this listing for com putation of experience ratings and 
prem ium s. rhe O RM requests that the agencies review this listing for accuracy and 
report any errors or om issions to them . 

The SE)E did not verify the accuracy and com pleteness of previously reported claim s 
inform ation detailed on the O RM Claim s Loss Listing beca use these reports were not 
forwarded for review to the personnel responsible for the collection and reporting of 
claim s. As a result, errors or om issions in claim s m ay not be detected in a tim ely 
m anner. In addition, experience ratings and prem ium s assessed by the O RM could be 
incorrect since these errors or om issions m ay not be reported. 

[he SF)E should establish procedures to ensure that the appropriate personnel review 
the quarterly Claim s Loss Listing received from the O RM for accuracy and 
com pleteness of the claim s reported. Managem ent concurred with the finding and 
recommendation and outlined a plan of corrective action (see Appendix A, page 6). 
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The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial im provem ents to the operations of the departm ent. The varying nature of the 
recom m endations, their im plem entation costs, and their potential im pact on the operations of 
the departm ent should be considered in reaching decisions on courses of action. Findings 
relating to the departm ent's com pliance with applicable laws and regulations should be 
addressed im m ediately by m anagem ent. 

This letter is intended for the inform ation and use of the departm ent and its m anagem ent and is 
not intended to be and should not be used by anyone other than these specified parties. Under 
Louisiana Revised Statute 24:513, this letter is a public docum ent, and it has been distributed to 
appropriate public officials. 

ADE:BM cC:PEP:d 

IDOE00] 

Legislative Auditor 
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M anagem ent's C orrective A ction 
P lans and R esponses to the 

Findings and R ecom m endations 
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December 4, 2000 

Dr. Daniel G. Kyle, CPA, CFE 
Legislative Auditor 
Office of the Legislative Auditor 
P.O. Box 94397 
Baton Rouge, l..t~ ?0804-9397 

Dear Dr. Kyle 

The Department of l~ ucation (SDE) does not concur with the finding related to Subgrantee 
Applications Not Properly Reviewed. The SDE offers the following inform ation: 

The SDE employs a comprehensive method of ensuring compliance with federal law in the 
process of reviewing applications for Title I flmding, and monitoring expenditures. W hile this 
method could, like any other, be improved, the application process is very thorough given the 
current resources of the SDE. Consolidated Applications for all Title funding are reviewed by 
fiscal and program staff to ensure that all costs are allowable, that program and budget are 
appropriately e.a-ticulated, and that the needs of at risk children are addressed. M ost of 
Louisiana's Title I programs are "schoolwide" programs. The plans for these programs were 
thoroughly reviewed at the time of the authorization of the Improving Americas Schools Act 
(IASA), in 1995, and since then have been reviewed by peers as continuing plans. The SDE 
would review these "schoolwide" plans only if they were substantially changed or IASA was re- 
authorized . Nevertheless, budget revisions to these plans (over 25% in existing budget categories 
or any change that entailed a new

. category) are scrutinized by fiscal and program staff. There are 
also regulm' on-site visits by SDE staff to all districts receiving Title I funds to do compliance 
monitoring as well as provide technical assistance. 

W ith respec t to reirnbursement of the Orleans Parish School District of $13,349 for health 
services under Section I112, Local Education Agencies (LEAs) annually submit to the SDE for 
approval a consolidated application for their Title I, 1I, IV, VI, and Class Size Reduction Funds. 
As pan of their consolidated  application the Orleans Parish School District included  a statement 
of the district philosophy for the ed ucation of all children in the LEA. W ithin this statement of 
philosophy the district "commits to ensuring that every child in every grade of every public 
school will acltievc the maximum potential of her/his ability," and that "Dec isions by the Board, 
especially in the allocation of limited  resources, will be evaluated by how expe cted outcomes 
increase the learning expe riences of students, enhan ce the quality of instru ction, improve student 
academ ic performance, and strengthen the learning environment of the classroom ." The SDE 
contends that the application therefore encompasses the lim ited health services provided. Also, 
in this application, all criteria required in Section 1112 of Title I are included except their 
contimfing schoolwide plans. For schoolwide programs only a one-page summary, with a 
checklist of options, is required as part of the Consolidated Application~ Schoolwide plans, 
developed in accordance with Section 1114, use a som ewhat more detailed  application for their 
initial year of operation and the less comprehensive continuing application for subsequent years. 

'A n Equal Opportunity F, mployer" 
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Continuing schoohvide applications are not approved by the SDE. The schoolwide plans are 
reviewed by peers to ensure all required elements are present. The districts report to the SDE thai 
the peer review has taken place and that the required school support team s have participated in 
the process. 

W ith respect to the $90,473 in medical and dental services reimbursed to the East Baton Rouge 
Parish school district, this service has been part of schoolwide plans (which includes all of East 
Baton Rouge Parish Title 1 schools) for many years. W ith respect to the necessity and 
reasonableness of the costs of these services, Title I law Section 1112 (E) states that it is the LEA 
which determines the extent to which the provision of health services to children is necessary. 
Title I law is silent oil the issue of Title I funds being used as 'last resort funding' for these 
services in schoolwide program s; however, East Baton Rouge Parish School District has put in 
place safeguards to ensure that children referred to this service do not have other altern atives. 
Because the district provides transportation (when the family has no alternative) for referred 
children to the source of these services, and makes the services a priority within the district, 
comparisons with other districts that do not place such emphasis on these services is problematic. 

W ith respect to documentation of why specific altern ative schools were not funded, attendance 
area selection is the. responsibility of the district as described under Title I, Section 1113 (3). Of 
the two alternative schools cited, one does not meet the definition of an eligible attendance area, 
which is determined by the LEA. The other was not funded because it fell under 1113 (7)(b)(l), 
which stipulates that the LEA m ay choose not to fund a school because it already receives 
funding from other sources that would exceed what it may receive for Title I (see attached). 

Should you have any questions concerning this response, please contact me at your earliest 
convenience. 

Sincerely, A  ,' 

State Superintendenl of Education 

CJP:RB:cn: 

Attachm enl 

Carole Butler-W allin 
M arlyn Langley 
John Guilbeau 
Billy Crawford 
Rodney W atson 
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[)ear Dr. Kyle: 
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1he Department of Education (SDE) concurs with the finding relative to Failure to Maintain Adequate 
Control over Equipment w ith Classroom-Based Technology Funds. Regarding this finding, the SDE offers 
the follow ing: 

1he SDE will verify that all of the non-public schools subm it the required annual sworn statements 
verifying the location arld other relevant information. The Class-Room Based Technology guidelines for 
non-public schools will be revised to require the annual sworn statement indicating the description, 
location and use of property purchased through the fund include al~l property purchased through the 
fund. This certification is to include all prior years as well as current year purchases from the fund. The 
SDE w ill implement internal controls to ensure no funds w ill be disbursed until the required certilications 
have been received. 

1he SDE w ill review and revise the monitoring system and its im plementation to ensure that property 
items acquired through the fund are properly accounted for by the non-public schools and/or disposed of 
or returned to the Department according to fund guidelines. 

A listing of equiprnent purchased by the non-public schools will be prepared and maintained for each 
non-public school lo account for all equipment purchased since the inception of the Class-Room Based 
Technology fund. 

The person responsible for this response is Beth Scioneaux, Director of Education Finance. Should you 

CJP:M L:BS:pe 

c: Carole W allin 
M arlyn Langley 

this response, please feel free to contact Beth Scioneaux at 342-8848 

on 

John Guilbeau 
Beth Scioneaux 
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N ovem ber 6. 2000 

D r. D aniel G . Kyle, CPA , CFE 
Legislative Auditor 
Office of the Legislative Auditor 
P.O . Box 94397 
Baton Rouge, LA 70804-9397 

Dear Dr. Kyle 

The Department of Education (SDE) concurs with the finding entitled W eaknesses in Controls 
Over Payroll. Regarding this finding, the SDE has taken the following steps to correct/address 
the weaknesses noted: 

Effective Sel~tem ber 1, 2000 Policy 3.35 Tim e was issued. This policy 
outlines the em ployees, tim ekeepers, supervisors, and division director's responsibilities 
to ensure consistent practices and procedures regarding tim e and attendance records are 
followed 

As part ot' this policy, a Time and Attendance Checklist was included 
tim ekeepers and supervisors in ensuring all procedures, validations 
docum ents are m aintained. Proper utilization of this tool should ensure the 
as holed should not reoccur. 

to assist the 
and required 
audit findings 

Effective: Septem ber 22, a departm ental in-service training was conducted to review the 

4 

ahove docum ents, along with revised Tim e and Attendance Procedures for tim ekeepers 
and snpervisors. Additional training was provided for the Special School Districts on 
October 5, 2000 and for the Regional Service Centers on October 26, 2000. 

The ttum an P, esource Offi ce has updated the list of prim ary and back-up tim ekeepers and 
w ill m ake regular review s to ensure all units/tim ekeepers have their own user ID 's and 

are not sharing passwords. Quarterly reminders will be sent to all divisions reminding 
them of this requirem ent. 

Increased support w ill be provided from the Hum an Resource Offi ce. This will include 
quarterly m eetings with tim ekeepers to offer additional training, answer questions and 
discuss problem s regarding the new policy, procedures and checklists. 

Effective July 1, 2000 quarterly reviews are being conducted of em ployees w ith 
com pensatory leave balances. Those individuals with balances in excess of 300 hours are 
being issued written notification of the requirem ents of Civil Service rule 15.2. 

"An Equal Opportunity Employer" 
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The two employees w ho had com pensatory leave carried over in excess of the 360 hours 
allowed by Civil Service rules, have been notified that their balances will be reduced to 
360 if lhey have not personally reduced their balances to the allowable lim it by the end of 
the calendar year. 

Policy 3.24 Overtim e/Com pensatory Leave is currently being revised to include the 
requirem ent that em ployees w ith an excess of 360 hours be reduced at the end of the 
calendar year in accordance w ith Civil Service ru le 15.2. 

The Departm ent understan ds the im portance of following Civil Serv ice ru les and ensuring 
internal controls are in place to reduce the risk of inaccurate, unsupported or fraudulent payroll 
data. W e anticipate the im plem entation of the aformnentioned m easures will greatly im prove our 
payroll program and reduce our risk. 

If you require additional inform ation, please contact m e 

State Superinlendent of Educatio~ 

CJP/KF 

Carole Butler--W allin 
M arlyn Lan gley 
John Guilbeau 
Kim Fitch 
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Novem ber 29, 2000 

Dr. Daniel G. Kyle, CPA, CFE 
Legislative A uditor 
Offi ce of the Legislative Auditor 
P.O . Box 94397 
Baton Rouge, LA 70804.-9397 

D ear D r. Kyle 

The State Department of Education (SDE) concurs with the finding entitled Failure to Properly 
Review the Chdm s Loss Listing. Regarding this finding, the SDE m akes the following 
com m ents and has taken the following steps to correct/address the "weaknesses noted: 

The W orkers Com pensation-Regular quarterly report, one of the reports included in the 
Claim s Loss Listing, has in fact been reviewed quarterly by a staff person in the Hum an 
Resource Office who is responsible for collecting and reporting employees who file W orkers 
Com pensation claim s, but has not properly docum ented the review process. 

The Departm en~ currently has a policy in place regarding the review of the Claim s Loss 
Listing, however this policy w as revised by the Accounting D ivision in April 2000, in 
anticipation of the uan sfer of the Payroll staff to the Hum an Resource Office, which also 
took place in April 2000. 

Regrettably, there was no follow up to ensure that all parties involved were cognizant of their 
roles an d responsibilities regar ding this m atter. Therefore, the reports that should have been 
reviewed by other Divisions were not forw arded/reviewed. 

Individuals from the Hum an Resource Offi ce m et with the Offi ce of Risk M anagem ent on 
Novem ber 17, 2000 to get a better understanding of the contents and purpose of these 
reports. As a result, it has been determ ined that the D epartm ent's policy should be revised. 

Accordingly, the Department will take the steps to meet with all parties involved (in the 
immediate future) to discuss and define the purpose of these reports, and the requirements 
and/or procedures necessary to ensure the reports ar e reviewed on a regular and tim ely 
m anner. The anticipated com pletion date of this revised policy is January 2001. 

The Departm ent Ul~derstands the im portance of ensuring procedures are in place to review the 
Claim s Loss Listing reports for accuracy as a m easure to reduce our experience ratings and 
prem ium s as assessed by the Office of Risk M anagem ent. 

"An Equal Opportunity Employer" 6 
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W e fully anticipate that the revised policy and procedures, when finalized, w ill elim inate future 
audit findings in regards to this m atter. 

If you require additional inform ation, please contact m e 

State Superin~:endent of FAucation 

CJP/KF:cm 

Carole Butler-W allin 
M arlyn Langley 
John G uilbeau 


