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As part of our audit of the State of Louisiana's financial statem ents for the year ended June 30, 
1999, we conducted certain procedures at the Department of Health and Hospitals (Baton 
Rouge Main Office Operations). Our procedures included (1) a review of the department's 
internal controls; (2) tests of financial transactions; (3) tests of adherence to applicable laws, 
regulations, policies, and procedures governing financial activities; and (4) a review of 
com pliance w ith prior year report recom m endations. 

The June 30, 1999, Annual Fiscal Report of the Department of Health and Hospitals (Baton 
Rouge Main Office Operations) was not audited or reviewed by us, and, accordingly, we do not 
express an opinion or any other form of assurance on that report. The departm ent's accounts 
are an integral part of the State of Louisiana's financial statements, upon which the Louisiana 
Legislative Auditor expresses an opinion. 

O ur proce dures included interviews w ith m anagem ent personnel and other selected 
departm ental personnel. W e also evaluated selected docum ents, files, reports, system s, 
procedures, and policies as we considered necessary. After analyzing the data, we developed 
recom mendations for im provem ents. W e then discussed our findings and recom m endations 
with appropriate m anagem ent personnel before subm itting this written report. 

In our prior report on the Department of Health and Hospitals (Baton Rouge Main Office 
Operations) for the year ended June 30, 1998, we reported findings relating to Medicaid cash 
m anagem ent, provider overpaym ents, laboratory serv ices paym ents, audits of federal 
subrecipients and state contractors, cash subsidy program , M edicaid third party liability, 
provider enrollm ent proce dures, and untim ely filing and paym ent of M edicaid bills. The findings 
relating to laboratory services paym ents, M edicaid third party liability, and untimely filing and 
paym ent of M edicaid bills have been resolved by the department. Although the finding on 
M edicaid cash m anagem ent has not been fully resolved by m anagem ent, the rem aining issues 
are not significant and therefore not included in this report. The rem aining findings have not 
been resolved and are addressed again in this report. 

Based on the application of the procedures referred to previously, all significant findings are 
included in this report for m anagem ent's consideration. 
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Cash Subsidy Program Procedures 
Not Always Follow ed 

For the fourth consecutive year, the Department of Health and Hospitals (DHH) did not 
always follow established guidelines for m onitoring fam ilies receiving cash subsidy 
paym ents under the Com m unity and Fam ily Support System . A cash subsidy paym ent 
is a paym ent to eligible fam ilies of children with developm ental disabilities to offset the 
costs of caring for the children at hom e. Expenditures of the program , for approxim ately 
1,200 cases or clients, totaled approximately $3.4 million for the year ended June 30, 
1999. The Louisiana Adm inistrative Code 48:16123-16125, as well as internal policies 
and procedures established by the departm ent, requires the regional staff to contact 
each fam ily at least every 90 days to m onitor the status of the child. A review of 60 case 
files disclosed that 10 (17%) did not contain documentation of monitoring at least every 
90 days. 

This condition occurred because m anagem ent has not placed suffi cient emphasis on 
m onitoring. As a result, the departm ent could incur unnecessary expenditures because 
fam ilies who becom e ineligible for the program would not be discovered and rem oved 
from the program in a tim ely m anner. 

DHH should develop procedures to ensure that each case is m onitored in accordance 
with departmental policy and program guidelines contained in the Louisiana 
Adm inistrative Code. M anagem ent concurred with the finding and recom mendation and 
outlined a plan for corrective action (see Appendix A, page 1). 

Audits of Federal Subrecipients and 
State Contractors Not O btained 
and Findings Not Resolved Tim ely 

For the fourth consecutive year, DHH failed to adhere to federal requirem ents and 
departm ental policies that require audits of subrecipients and social service s contractors. 
Offi ce of M anagem ent and Budget Circular A-133 requires that the pass-through entity 
ensure that subrecipients expending $300,000 or more in federal awards have met the 
audit requirem ents of the circular and the pass-through entity m ust evaluate audit 
findings and determ ine that an acceptable corrective action plan has been prepared and 
implemented. In addition, departmental policy requires that (1) all subrecipients who 
receive between $25,000 and $300,000, and (2) all state/local governments and 
corporations (profit/non-profit) other than subrecipients that have a social services 
contract with DHH and receive $100,000 or more in funds from one or more state 
contracts m ust have a financial and com pliance audit perform ed in accordance with 
Governm ent Auditing Standards. 
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During the fiscal year ended June 30, 1996, the departm ent developed a com prehensive 
m onitoring system to track contracts that require audits and to m onitor the receipt of 
audit reports and the resolution of any findings. In addition, DHH policy num bers 
3175-95 and 3105-96 were issued defining responsibility in the departm ent for audit 
report m onitoring and defining federal and departmental audit requirem ents. A review of 
the m onitoring system disclosed that the departm ent had not obtained audit reports for 
all of its subrecipients and contractors, The table below shows inform ation for those 
subrecipients and contractors whose audit reports have not been received. 

Total contracts 

FYE JUNE 30 
1996 1997 1998 

251 153 180 162 

Number of subrecipients and 
co ntractors without audit reports 18 6 9 21 

Total payments to subrecipients 
and contractors without 

audit reports $2,057,134 $601,136 $1,058,253 $2,499,226 

Num ber of subrecipients and 
co ntractors without audit 
reports that have a 
FYE June 30. 1999. co ntract 8 3 7 



LEGISLATIVE AUDITOR 

DEPARTM ENT O F HEALTH AND HOSPITALS 
BATO N ROUG E MAIN OFFICE O PERATIONS 
STATE O F LO UISIANA 
M anagem ent Letter, Dated Novem ber 19, 1999 
Page 4 

FYE JUNE 30 
1996 1997 

Total audit reports received 233 147 171 141 

Number of subrecipients and 
contractors with unresolved 
audit findings 11 6 10 6 

Total payments to subrecipients 
and co ntractors with unresolved 
audit findings $845,250 $658,749 $1,932,385 $521,399 

Number of subrecipients and 
contractors with unresolved 
audit findings that have a 
FYE June 30, 1999, co ntract 7 6 9 6 

Em ployees are not following the established procedures for reporting audit inform ation to 
the contracts m anagem ent section, for ensuring that required audits are perform ed, and 
for ensuring that all findings are reviewed for subsequent resolution in a timely m anner. 
Failure to ensure that federal subrecipients or state contractors receive the required 
audits and failure to prom ptly follow up on the report findings increases the risk that 
federal and/or state funds will not be expended in accordance with applicable laws and 
regulations. Also, a letter dated July 20, 1999, from the U.S. Departm ent of Health and 
Hum an Services states, =Any costs incurred by a subrecipient that has not been 
appropriately m onitored by the prim e recipient m ay be treated as unallowable costs." 
Accordingly, questioned costs for the subrecipeints noted above are $4,601,243. 

DHH should ensure that em ployees follow departm ental policies regarding audit 
requirem ents so that federal subrecipients and social services contractors are audited as 
required by applicable laws and regulations and so that all findings are reviewed for 
subsequent resolution in a tim ely m anner. M anagem ent concurred with the finding and 
recommendation and outlined a plan of corrective action (see Appendix A, page 2). 

Failure to Reim burse Federal Share 
of Provider Overpaym ents 

For the third consecutive audit, DHH understated the balance of provider overpaym ents 

in the Medical Assistance Program (CFDA 93.778, Medicaid) by $2,674,008 and failed 
to return an estimated $1,879,560 in federal financial participation (FFP) for this 
overpayment to the Health Care Financing Administration (HCFA). The Code of Federal 
Regulations (42 CFR 433.300-433.320) requires that in most cases states are to refund 
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the federal share of identified provider overpayments to the federal government within 60 
days of the identification of the overpayment, regardless of whether the overpaym ent 
was collected from the provider. 

Some provider overpayments are identified by the Louisiana Attorney General (AG) who 
prosecutes M edicaid providers suspected of com m itting fraud in the program . W hen the 
court enters a judgment against a provider, the AG maintains the account and monitors 
the collection of the outstanding balance. Once the judgment is entered and the balance 
owed by the provider is determ ined, DHH is responsible for reporting the balance and 
returning the FFP. O ur audit of identified provider overpaym ents disclosed one account 
m aintained by the AG that had not been reported by the departm ent, even though the 
judgment was entered on July 28, 1998. The total of this account balance at June 30, 
1999, is $2,674,008, and the FFP that should have been returned was $1,879,560. 

This condition occurred because DHH m anagem ent has not ensured that balances 
reported by the departm ent are accurate and that accounts m aintained at DHH are 
reconciled with the AG accounts and reported accurately. Because DHH did not 
accurately report provider overpaym ents, the departm ent has not com plied w ith federal 
regulations that require a refund to the federal governm ent within 60 days and has 
incurred questioned costs of $1,879,560. Furthermore, the state's Cash Management 
Im provem ent Act agreement with the federal governm ent requires that the state pay an 
interest penalty when excess federal funds are kept on hand. Failure to rem it the funds 
to the federal governm ent within 60 days m ay cause DHH to incur an interest liability to 
the federal government for up to $73,000. 

DHH should establish controls to ensure that accounts m aintained by the AG are 
reconciled with reports at DHH and that the federal share of these paym ents is returned 
in accordance with federal regulations. M anagem ent concurred that the overpaym ent 
was not recorded and reported tim ely. However, m anagem ent believes that proper 
reconciliation controls and procedures have been developed as noted in the prior-year 
corrective action plan (see Appendix A, page 3). 

M edicaid Provider Enrollm ent Procedures 
Not A lw ays Follow ed 

For the second consecutive year, DHH has not enrolled providers in the M edical 
Assistance Program (CFDA 93.778, Medicaid) in accordance with federal and state laws 
and regulations and departm ental policies and procedures. To participate in the 
M edicaid Program and receive M edicaid paym ents, providers of m edical services m ust 
be licensed in accordance with federal, state, and local laws and regulations and certain 
providers m ust subm it various other form s required by DHH. 
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DHH's com puter database of providers contains approxim ately 30,000 doctors, 
laboratories, pharm acies, et cetera. These providers are eligible to provide m edical 
services but m ay or m ay not have actually provided any services to M edicaid recipients. 
O ur review of 40 provider files disclosed the following: 

2 

Thirty-five providers' files did not include a copy of their licenses. DHH 
verbally confirm ed that 12 of the 35 providers were licensed through their 
respective state licensing boards. The rem aining 23 provider files did not 
contain any docum entation that the providers were licensed. 

One provider was no longer licensed; the license had been expired since 
1977. No paym ents were m ade to this provider in calendar year 1998. 

Eleven providers w ere required to subm it an O FS 24 form , w hich 
describes laboratory or diagnostic equipm ent required to perform in-offi ce 
laboratory or diagnostic services. One provider's file did not include the 
form . 

Unless all required documents are received and the provider eligibility file is current, 
DHH m ay m ake paym ents on behalf of M edicaid recipients to providers who do not 
qualify to participate in the program . Failure to ensure that providers m eet federal and 
state requirements m ay result in overpaym ents to providers and/or disallowances of 
charges to the M edicaid Program . 

DHH should review its provider enrollm ent process and establish form al written 
guidelines that specify the required levels of docum entation for enrollm ent. In addition, 
DHH should establish procedures that will identify providers who are no longer licensed 
and will ensure their timely rem oval from the active list of M edicaid Program providers. 
M anagem ent concurred with the finding and recom m endation and outlined a plan of 
corrective action (see Appendix A, pages 4-5). 

nadequate Controls Over M ovable Property 

DHH did not m aintain adequate controls over m ovable property and did not com ply with 
the state's m ovable property laws and regulations. Louisiana Adm inistrative Code 
34:VI1.307 requires that all acquisitions of qualified property be tagged and all pertinent 
inventory information be sent to the Louisiana Property Assistance Agency (LPAA) 
within 45 days after receipt of property. 
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Various tests of m ovable property disclosed the following 

Nineteen of 132 items ($26,329 of $136,531) purchased during the year 
were not tagged and added to the inventory system until 48 to 146 days 
after receipt of the property. Three item s rem ained untagged as of the 
test date. 

Two of 24 items ($1,101 of $24,457) on the department's inventory as of 
January 31, 1999, were not tagged. 

DHH should ensure that all property is tagged and the required inform ation is transm itted 
tim ely to LPAA and that all departmental m ovable property procedures are followed. 
M anagem ent concurred with the finding and recom m endation and outlined a plan of 
corrective action (see Appendix A, pages 6-9). 

Ineffective Internal A udit Function 

DHH does not have an effective internal audit function. The internal audit function 
should provide m anagem ent with assurances that assets of the departm ent are properly 
safeguarded, internal controls are established and operating in accordance with 
applicable laws and regulations, and procedures are sufficient to prevent or detect errors 
and/or fraud in a tim ely m anner. The following are weaknesses in the internal audit 
function: 

2 

The internal audit division did not prepare a com prehensive risk-based 
audit plan as required by the DHH Internal Audit Charter. 

The internal audit division does not have an adequate level of staff to 
cover the 23 separate agencies for which the internal audit division is 
responsible. Of the 23 agencies for which the internal audit division is 
responsible, only six (26%) had any contact with the internal auditors 
during the fiscal year ended June 30, 1999. 

Lack of a com prehensive risk-based audit plan and an inadequate staffi ng level hinders 
the effectiveness of the internal audit function. Considering the departm ent's assets of 
approximately $123,750,483 and revenues of approximately $3,442,989,955, an 
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effective internal audit function is needed to ensure the safeguarding of assets and 
com pliance with state laws and departmental regulations. 

DHH should im prove the effectiveness of its internal audit function by ensuring that a 
com prehensive risk-based audit plan is prepared annually and reallocating or increasing 
available internal audit resources. M anagem ent concurred with the finding and 
recommendation and outlined a plan of corrective action (see Appendix A, page 10). 

The recommendations in this report represent, in our judgment, those most likely to bring about 
beneficial im provem ents to the operations of the department. The varying nature of the 
recom m endations, their im plem entation costs, and their potential im pact on the operations of 
the department should be considered in reaching decisions on courses of action. The findings 
relating to the departm ent's com pliance w ith applicable laws and regulations should be 
addressed im m ediately by m anagem ent. 

This report is intended for the inform ation and use of the departm ent and its m anagement. By 
provisions of state law, this report is a public docum ent, and it has been distributed to 
appropriate public officials. 

JES:EFS:DSP:ss 

[DHHggJ 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
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GOVERNOR 

TO 

FRO M  

STATE O F LO UISIA NA 
DEPA RTM ENT O F HEALTH A ND HOSPITALS 

M E M O R A N D U M  

M ay 17, 1999 

Daniel G . Kyle, CPA , CFE 
Legislative Auditor 
P.O . Box 94397 
Baton Rouge, Louisiana 70804 - 9397 

Richard Lippincott, M D 
Assistant Secretary 
Office of M ental Health 

RE: LA Office of M ental Health Cash Subsidy Audit "99 

David W . Hood 
SECRETARY 

This m em o is in response to the April 26,1999 letter to Stan M ead from Ernest F. 
Sum m erville, Jr., CPA, regarding the finding of "Cash Subsidy Program Procedures Not Alw ays 
Follow ed." Although it is the fourth consecutive out-of-com pliance year for the Departm ent of Health 
and Hospitals, it is the second consecutive out-of-com pliance year for the Office of M ental Health. 

This year's audit show s significant im provem ent over last year's. As w e understand it w e w ere in 
com pliance regarding parent annual reports, IEP's, and 1508 evaluations, w e w ere how ever out of 
com pliance regarding 90-day contacts, Evidently three regions w ere audited, and tw o w ere in total 
com pliance. In the third region, M onroe, in Decem ber, the regional children's program  coordinator w ho 
w as responsible for the cash subsidy program left O M H unexpectedly due to a fam ily tragedy and 
som e of the fourth quarter 90-day contacts w ere not done. The cash subsidy program has been 
reassigned, and the 90-day contacts are up to date. 

None-the-less w e do concur w ith M r. Sum m erville's findings that cash subsidy program 
procedures w ere not alw ays follow ed, and w e are instituting an internal regional self-audit process. 
In June and Decem ber of each year in each region som eone, not responsible for the cash subsidy 
program , w ill be asked to do a regional internal cash subsidy audit, and report the findings to 
Linda G roce in O M H Headquarters. 

Should you have any questions regarding this correspondence, please contact Linda Groce
, 

Fam ily Support/Involvem ent Coordinator, at (225) 342-1936. Thank you. 

c: Stan M ead 
Tony Speier 
Ron Boudreaux 

OFFICE OF M ENTAL HEALTH 
1201 Capitol Access Road oP.O. Box 4049 oBA TON  ROUGE, LOUISIANA 70821-4049 

PH ONE: 225/342-2540 ~ FAX: 225/342-5066 
"AN EQUAL OP1)ORTUNITY EMPLO FER" 



M . J. *M ike" Fo~ler, Jr 
GOVERNOR 

STATE OF LOUISIANA 
DEPARTM ENT OF ttEALTH AND t tOSPITALS 

D aniel G . Kyle, PH .D .,CPA, CFE 
Offi ce of Legislative Auditor 
P. O . B ox 94397 
Baton Rouge, LA 70804-9397 

D ear D r. Kylc 

September 21, 1999 

In reference to the finding , A udits of Federal Subrecipients and State C ontractors N ot 
O btained and Findings N ot R esolved Tim ely, D HH concurs in the finding and plans to 
im plem ent the follow ing correction plan, imm ediately, to those contractors listed in the audit 
finding. 

1. Letters from the Assistant Secretaries or the U ndersecretary to those contractors on the 
attached list requesting either the audit or resolution w ithin a specified tim e period. 

D epartm ent of 
H E A LT H  al~d 
I IO S P IT A L S 

Dnvid W . Hood 
SECRETARY 

2. This will be m onitored by M ike Johnston, DI-IH Fiscal, to ensure that the letters are sent and if 
the audit report or audit resolution is not received in the designated tim e period, then D HH  Fiscal 
w ill recom m end that paym ents be suspended until audit or the audit resolutions have been 
received. Also, D HH Fiscal wi ll noti 

.t3, the DHH Contract Committee of the delinquent status, so 
no m ore contracts w ill be renew ed until the audit or audit resolution is received. 

Sincerely yours, 

~ ctor 
D ivision of Fiscal M anagem ent 

cc D avid H ood, Secretary  
John LaCour, D eputy Secretary 
Charles Castille, U ndersecretary 
Assistant Secretaries 

OFFICE OF MANAGEMENT AND FINANCE ~ DIVISION OF FISCAL MANAGEMENT 

1201 CAPITOL ACCESS ROAD ~ p . O . BOX 3797 ~ BATON ROUGE , LOUISIANA 70821-3797 

PHONE#:504/342-9326 ~ FAX#:504/342-4419 
"AN EQUAL OPPORTUNITY EMPLOYER" 



M ,J "M ike" Foster, JI 
GOVERNOr{ 

Septem ber 23, 1999 

STATE O F LO UISIA NA 
DEPA RTM ENT OF HEALTH AND HOSPITAL'S 

Dr. Daniel G . Kyle, CPA , CFE 
Legislative A uditor 
1600 North Third Street 
P.O . Box 94397 
Baton Rou9e, LA 70804-9397 

Dear Dr. Kyle 

LO U IS IA N A  

W e have received your audit finding "Failure to Reim burse Federal Share of Provider 
Overpaym ents". W e concur that the overpaym ent w as not recorded and reported tim ely 
how ever, w e believe that controls and procedures have been developed for the proper 
reconciliation of the accounts as outlined in our corrective action plans for the previous 
findings. 

The department was aware of the judgement against the provider; however, an earlier 
judgement against another principal of the provider business had been previously recorded 
W hen the questioned judgement against the owner of the provider business was received, 
it w as not clearly evident that it w as a separate account. Departm ent staff subsequently 
determined that both judgements should have been recorded, and the federal financial 
participation for this overpaym ent w as returned to the Health Care Financing 
Adm inistration. 

W e believe that as a result of the actions previously taken, their are no further corrective 
actions necessary. Any questions concerning these actions should be directed to M r. Ken 
Corkern, A dm inistrator Financial M anagem ent Section. 

Should you have any questions regarding our response
, please advise 

Sincerely, 

Stan M ead 
Director 

SM :KC :aud99:overpym t 

David W . Hood 
SECREIARY 

OFFICE OF M ANAGEM ENT AND FINANCE ~ DIVISION OF FISCAL M ANAGEM ENT 
1201 CAPITOL ACCESS ROAD ~ P. O. BOX 3797 ~ BATON ROUGE, LOUISIANA 70821-3797 

PHONE #: 225/342-4379 ~ FAX #: 225/342-8664 
"AN EQUAL OPPORTUNITY EM PLOYER" 



M . J. "l~liku" rDster, Jr 
GOVERNOR 

Septem ber 10, 1999 

STATE O F LO UISIANA 
DEPARTM ENT O F HEALTH AND HOSPITALS 

l)r. D aniel G . Kyle, CPA, CFE 
l,egislative Auditor 
O ffice of Legislative Auditor 
1600 N orth Third Street 
P. O . Box 94397 
Baton Rouge, LA 70804 9397 

RE: Audit Finding 

D ear D r. K yle: 

Please refer to your letter of August 19, 1999 in which you cite the following audit finding 

D EPARTM EN T O F H EALTH  AN D H O SPITAL s 

M edicaid Provider Enrolhnent Procedures N ot Always FoRow ed 

D ep~H nttnt of 
I I EA LT It and 
I I O -~;P ITA  I ~. 

David W . Hood 
SECRETARY 

The Department of Health and Hospitals (DHH) has not enrolled providers in the Medical Assistance 
Program (CFDA 93.778, Medicaid) in accordance with federal and state laws and regulations and 
departm ental policies and procedures. In order to participate m the M edi caid Program and receive 
M edicaid paym ents, providers of m edical sen, ices m ust be licensed in accordance with federal, state, and 
local laws and regulations and certain providers m ust submit various other form s required by D H H . 

W e concur with the individual fro (gro g and recom m endation. In order to ensure th at the })eparnnent 
of H ealth and H ospitals does not m ake paym ents on behalf of M edicaid recipients to providers who 
do not m eet federal and state guidelines, th e departm ent will review the provider enrollm ent process 
and establish a corrective action plan as docum ented on the attached page. The prim ary contact person 
with the D epartm ent of H ealth and H ospitals is Cindy Bride, M anager of th e Provider Enrollm ent Unit. 

An additional contact person is J ennifer Boo13~e, Supervisor of the Provider l~nrollmcnt Unit. 

CO RRE CT IV E ACT IO N  PLAN  

II.ECO I{I)S CITF.D  

Corrective action on the records cited will be im plem ented im m ediately. Requests for license 

verification and/or closure as appropriate will be completed by October 1999. Provider enrollinent 
form s will be forwarded to participating providers where applicable to assure that active M edicaid files 
contain all required docum entation. 

OFFICE OF MANAGEMENT AND FINANCE ~ BUREAU OF HEALTH SERVICE~ FINANCING 
1201 CAPITOL AC('ESS ROAD ~ P. O, BOX 91030 ~ BATON ROUGE, LOUISIANA ?Og21-9030 

PHONE K: (225)342-3956 or 342-5774 ~ FAX#; (225)342 3893 
~AN EQUAL OPPOR'rIJNITY E~.tPLOYER" 
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l)r. 1)aniel G . K yle, CI'A , CFE 
Page 2 
Seplcm ber 10, 1999 

EV 1EW  PRO V I1)I",I{ EN RO LLM EN T PRO CED U RES: The Provider l~2nrolhnent m anual of 
procedures w as reviewed and updated after the 1998 Legislative A udit findings. ~lqae m anual is being 
updated to include th e actual m aintenance location of som e required docum entation. W c have found 
that guidelines for enrolhnent require updating on a recurring basis. 

I)URG Ig IN ACTIVE PRO VID ERS: Steps to initiate a system for pnr gm g the files began in D ecembm 
1998. Plans have been drafted and circulated within several units in the depam nent. Com m em s and 
suggestions have been reviewed and requested revisions have been m ade. W e wiU close inactive files 
as opposed to purging. A design Change Request form is being prepared. A team from D H H and 
Unisys, the fiscal in term ediary for the agency, will m eet to hnplem ent a plan to insure that all needs arc 
m et. A oewsletter article has been written and will be published in the O ctober 1999 M edicaid 

newsletter Provider Update. A projected date of completion is December 31, 1999. Additionally, we have 
plans to update the provider enrollm ent form  PE-50 which is used at the tim e of enr ollm ent. A 
statem ent regarding the initiation of auto m atic closure of provider files due to non-participation in a 24- 
m onth period will be added to th e enrollm ent form . 

"/'hank you for th e opportunity to present our plans. 

Sincerely 

Thom as D . Collins 
M edicaid D irector 

TDC/DA/ST/CB/wp 

Stan M ead 
D exa Alexander 
Susan W agn er 
Susan Taskin 
File-O LA 



N . J. "M ike" I"oster, Jr 
G O'~EI{NO F. 

STATE O F LO UISIANA 
I)EI)ARTM ENT O F IIEALTli AND ltO SPITAI.S 

Dr. Daniel Kyle, C PA 
Legislative Auditor 
O ffi ce of Legislative Auditor 
P.O . Box 94397 
Baton Rouge, LA 70804-9387 

Dear Dr. Kyle 

June 22.1999 

LO U IEd A N A  

D epartvrlent of 
H E A LT H  alld 
I|O S p ]IT A L S 

I)avid $$'. Ilood 
SECRE'I'AI{'~ 

In response to audit findings regarding "Inadequate Controls Over Movable Property" in 
the O ffice of the Secretary/O ffi ce of M anagem ent and Finance, the follow ing com m ents are 
provided: 

]he O ffice of the Secretary ~O ffi ce of M anagem ent and Finance concurs with the findings 
that moveable property item s purchased during the year were not always tagged and 
transm itted to LPAA within the allotted tim e fram e as allowed by State Property Control 
Regulations. In m ost instances, the equipm ent had been tagged and entered into the DHH 
Property System , however, actual entry into the State Property System is not com pleted 
until actual verification has been received from the offi ce that the tags have been placed, 
In m ost cases sited, the verification docum ent had not been returned. W e have 
im plem ented a tickler system to assure that these docum ents are received. W e would like 
to em phasize our non-com pliance was one of tim eliness and not disregard for the 
safekeeping of state property. All item s sited have been tagged and recorded. 

W e do not take these findings lightly. W e work hard to develop a system of accountability 
using the tools available. Corrective action is a continuous cam paign. This past year we 
stressed accountability to our site m anagers and have issued a revised DHH Property 
Control Policy enforcing som e of the issues such as tim eliness in reporting. A new internal 
property system was im plem ented in April and w e are now working on a direct interface 

with the State system to expedite data entry. Training will be a major focus this year, as 
there is a extrem ely large turnover of em ployees in this area and we m ust have the ability 
to train new incum bents quickly. 

Should you or your staff have any questions, please contact this office 

C harles Lazare 
Deputy Undersecretary 

c: Stan M ead 

OFFICE OF M ANAGEM I:.NT AND H NANCE ~ OFFICE OF THE UNDERSECRETARY 
201 CAIqTOL ACCESS ROAD ~ P. O. BOX 629 ~ BATON ROUGE, LOUISIANA 7082 [ -0629 

PHONE#: 225/342-2240 ~ FAX#: 225/342-8660 
"AN EQ[IAL OI'POR'rIJNITY ENiPLOYER'~ 



M.J."Mlke" Foster, Jr. 
GOVERNOR 

June 17,1999 

STATE O F LO UISIANA 
DEPARTM ENT O F HEALTH AND HO SPITALS 

D r. Daniel G . Kyle, CPA , CFE 
Legislative Auditor 
O ffi ce of the Legislative A uditor 
State of l,ouisiana 
P. O . Box 94397 
Baton Rouge, LA 70804-9397 

Re: Audit Finding "Inadequate Controls Over M ovable Properly 

D ear Dr. Kyle: 

I  

D epart nlent o f 
I|E A I.T I I a nd 
I tO S P I]-A I.S  

David W . Hood 
SECRE1ARy 

W e have reviewed the finding and concur w ith the finding. The corrective action taken is as 
follow s: 

1. The D ell Poweredge Server located in Health Services Financing has been lagged w ith 
Tag N um ber 39003016017. 

2. The Com puter M onitor located in H ealth Standards, Tag N um ber 39003006027, was 
purchased on February 22, 1995 and tagged on M arch 16, 1995. ]'he staff and 
equipm ent assigned Co the Health Standards Section was recently relocated. At the 
lim e of the audit the tag for the m onitor had apparently becom e dislodged. A 
replacem ent lag has now been affixed to the item , 

The Bureau ofl lealth Services Financing currently has m ore than 800 item s in its inventory 

M ~ich are valued at m ore than $1 m illion. W e are committed to compliance with the m ovable 
property rules and regulations. To enhance our abilities in this area, we have revised our properly 
control procedures to include m ore internal m onitoring and decentralization of m any of the tasks 
Fequired to adhere to established policy. N o corrective action plan is required in response to the 
finding as all corrective actions have been com pleted. 

Should you require additional information, please contact Darryl Johnson at (225) 342-3942 
Than k you for your assistance in this m atter. 

OFFICE OF MANAGEMENT AND FINANCE ~ BUREAU OF HEALTH SERVICES FINANCING 
1201 CAPF[OL ACCESS ROAD ~ P. O. BOX 91030 ~ BATON ROUGE, LOUISIANA 70821-9030 

PHONE 225/342 3956 OR 342-5774 ~ FAX 225/342-3B93 
"A N EO UAL O PPO RTUN ITY ~-M PLOYER " 



M. J. "Mike" Foster, Jr 
GOVERNOR 

STATE O F LO UISIANA 
DEPARTM ENT O F HEALTH AND HO SPITALS 

I)r. l)anicl G . Kylc, CPA , CFE 
Legislative Auditor 
1600 North 3rd Street 
Post O ffice Box 94397 
Baton Rouge, Louisiana 70804-9397 

June 4. 1999 

Legislative Audit Finding 
Inadequate Controls Over M ovable Property 1999 

Dear D r. Kyle 

D t.l~ar t nlt.nt of 
I I I~A I.'I'I I ;tn d 
I IO S P IT A I,S  

David W. Hood 
SECRETARY 

The Offi ce of A lcohol and Drug Abuse concurs w ith the above nam ed finding. There were three items 
that were not properly tagged at the time of this audit. 

The nam e of the person responsible for corrective action is David M cCants, Financial Officer for the 
Office of Alcohol and Drug Abuse. M r. M cCants m ay be located at the Office of A lcohol and Drug 
Abuse, 1201 Capitol Access Road, 4th Floor, BIN # 18, Baton Rouge, LA 70802. H is telephone num ber 
is 342-2570. 

The corrective action plan is to provide annual training to all em ployees w ith the responsibility of 
property control. A ll new hires with responsibility for property control w ill be trained within thirty days 
of em ploym ent. In addition, quarterly random checks will be m ade on all facilities by the Central Office 
Fiscal Department. 

The atm ual training of all personnel with responsibility for property control was com pleted June 1-3, 
1999. The random checks w ill begin July 1, 1999. Records will be kept of the results of random checks 

Please notify m e if you have further questions. Thanks you for your continued support of this office 

Sincerely 

Assistarff Secretary 

Stan M ead 
Sonya Pulliam 
M ichael Duffy 
David M cCants 

OFFICE OF ALCOHOL AND DRUG ABUSE 
1201 CAPITO L ACCESS RO AD ~ P.O . BOX 2790 ~ BATO N RO UG E, LO UISIANA 70821-2790 

PHONE # 225/342-6717 ~ FAX # 225/342-3875 
"A N EQ UA L O ppo RTUNITY EM PLO YER " 



M A "M ike" Foster, Jf 
GOVERNOR 

June 28.1999 

STATE O F LO UISIA NA 
DEPA RTM ENT O F HEA LTH A ND HO SPITA LS 

Dr. Daniel G . Kyle, C PA, C FE 
Legislative Auditor 
1600 North Third Street 
Baton Rouge, LA 70804-9397 

Dear Dr. Kyle 

[)epartnlent 
ttlT.A LT I~ a* 
I IO S P IT A i 

David w  Noo~ 
SECRETAF{Y 

The Office of M ental Health and the Division of Fiscal Services has researched the audit finding 
regarding item s on the property inventory list at South LaFourche M HC and New O rleans M HC. 

Our review has disclosed that the paper shredder purchased for South Lafourche MHC (390-76) was 
not tagged w ithin th~ 45 days required after receipt of property. The property control m anager for 
South Lafourche M HC is dom iciled at Lafourche M HC which is 30 m iles away and travel to the South 
Lafourche Clinic is only once per m onth. Therefore, property m ay not be tagged tim ely because of 
logistics. Corrective action is being taken to resolve this m atter to satisfy com pliance to state's 
m oveable property law s and regulations. 

New Orleans MHC (390-58) purchased (2) Dell computers for the Region 1 office. The equipment 
was received by the Region 1 office's purchasing coordinator on 10/13/98 and inform ation faxed on 
10/29/98 to the property control m anager for proper tagging and entry in the DOA property control 
system . The Property m anager did not enter the tag num ber into the DOA system until 12/09/98. 
Correciive action is being taken to have property tagged tim ely. 

The O ffice of M ental Health recognizes the im portance of having accurate inform ation for financial 
statem ents. Therefore, com pliance w ith property rules and regulations will continue to be stressed 
to all personnel w ithin the Departm ent. 

Richard Lippincoti, M .D 

RL:jbb 

ease feelfree to contact me at (225)342-9238 

OFFICE OF MENTAL HEALTH - FISCAL 9 
1201 CAPITOL ACCESS ROAD ~ P. O. BOX 4049 ~ BATON ROUGE, LOUISIANA 70821-4049 

PHONE ~ 225/342-2540 ~ FAX#225/342-5066 



tl.d. "M ike" Foster, Jr 
GOVERNOR 

October 15. 1999 

STATE O F LO UISIANA 
D EPA R TM EN T O F ]tEA LTlt A ND H O SPITA LS 

Dr. Daniel G . Kyle, C PA , CFE 
O ffice of Legislative A uditor 
State of Louisiana 
Post O ffice Box 94397 
Baton Rouge, LA 70804-9397 

Doar Dr. Kylc: 

RE: Ineffective Internal A udit Function 

L O U IS IA N A  

D epartm ent of 
H E A L T I-[ an d 
ItO S P IT A L S 

David W . Hood 
SECRETARY 

The Departm ent of Health and Hospitals agrees w ith the audit finding that the 
Departm ent does not have an effective internal audit function. A s noted in the finding, 
the internal audit unit is currently insufficiently staffed to provide audit ccverage to the 
23 agencies for w hich the unit is responsible. 

The Bureau of Internal A udit has been authorized to fill the vacant auditor positions 
w ithin the unit. Efforts are also being m ade to identify and reallocate additional 

resources to the internal audit unit, w ithin the budget constraints that currently face 
the Departm ent. 

The Director of the Bureau of Internal A udit is developing a com prehensive risk-based 
audit plan, w hich should be com pleted by January 2000. 

Should there be any additional questions about this response, please advise 

Sincerely, 

A udit Director 

xc: David Hood 
John LaCour 
Charles Castille 
Stan M ead 

OFFICE OF THE SECRETARY ~ BUREAU OF INTERNAL AUDIT 
161 THIRD STREET ~ P. O, BOX 319 ~ BATON ROUGE, LOUISIANA 70821-0319 

PHONE #: 2251342-6920 ~ FAX #: 2251342-7078 
"AN EQUAL OPPORTUNITY EM PLOYER" 

10 


