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Payroll Controls 

For the second consecutive audit, the Louisiana School for M ath, Science, and the Arts 
does not have an adequate control structure over its payroll function. A good internal 
control structure requires that adequate control procedures be in place to reduce the risk 
that payroll related errors and/or irregularities by em ployees and their supervisors could 
occur and not be detected in a tim ely m anner. In addition, Louisiana Revised Statute 
42:290(A) requires that all changes in personnel activities be reported to the Department 
of State Civil Serv ice within 30 days. W e identified several internal control weaknesses 

that subject school assets to unauthorized use or consumption. The following deficien- 
cies were noted: 

The fiscal officer receives and enters the tim e and attendance data
, 

requests payroll checks, receives checks, prepares all personnel action 
form s, updates em ployee m aster files, updates payroll records, 

reconciles payroll deductions, and adjusts W -2s without any review or 
superv ision. 

The school has no form al policy for earning, reporting, or using 
com pensatory leave for its unclassified em ployees. 

The school has no form al internal control policies or procedures relating 
to the Office of Statewide Uniform Payroll System User's M anual for the 
on-line system . 

No one perform s random audits of the tim e entry documentation entered 
into the system by the fiscal officer. A test of 20 em ployees revealed that 
one em ployee's leave did not agree w ith the tim e sheet. Tim e sheets for 
six other em ployees did not have leave slips to support leave taken. 

Several errors entered by the fiscal officer resulted in one of these 
em ployees being placed on leave without pay for 14 hours. 

The school does not have a form al policy requiring its Telelearning faculty 
to take leave w hen absent from work. As of the pay period ending 
Novem ber 3, 1996, the 13 faculty m em bers have accum ulated 5

,606 
hours of sick leave. Furtherm ore, records indicate that no sick leave has 
been taken by any of these faculty m em bers in the last 13 years. 
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As part of our audit of the State of Louisiana's financial statem ents for the year ending June 30, 
1997, we conducted certain procedures at the Louisiana School for M ath, Science, and the 
Arts Our procedures included (1) a review of the school's internal control structure; (2) tests of 
financial transactions for the years ended June 30, 1997, and June 30, 1996; (3) tests of 
adherence to applicable laws, regulations, policies, and procedures governing financial 
activities for the years ended June 30, 1997, and June 30, 1996; and (4) a review of compliance 
with prior year report recom m endations. 

The June 30, 1997, and June 30, 1996, Annual Fiscal Reports of the Louisiana School for 
M ath, Science, and the Arts were not audited or reviewed by us, and, accordingly, we do not 
express an opinion or any other form of assurance on these reports. The school's accounts are 
an integral part of the State of Louisiana's financial statem ents, upon w hich the Louisiana 
Legislative Auditor expresses an opinion. 

O ur procedures included interviews w ith selectecl m anagem ent 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 m anagem ent letter dated M ay 17, 1995, we reported findings relating to control 
environm ent, budgetary control, electronic data processing controls, payroll controls, 
purchasing controls, and m ovable property. The findings relating to budgetary controls and 
purchasing controls have been resolved; however, the findings relating to control environm ent, 
electronic data processing controls, payroll controls, and m ovable property are once again 
addressed in this report. 

Based upon the application of the procedures referred to previously, all significant findings are 
included in this report for rnanagem ent's consideration. 
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Control Environm ent 

For the second consecutive audit, m anagem ent of the Louisiana School for M ath, 
Science, and the Arts has not established a good internal control environm ent to 
conduct the business affairs of the scheol. The control environm ent reflects the overall 
attitude, awareness, and actions of m anagem ent and the staff concerning the 
im portance of the control and its em phasis in the entity. O ur exam ination revealed the 
following deficiencies which are not conducive to a good control environment: 

M anagem ent has not com m unicated to its em ployees a com m itm ent for 
having a strong internal control structure. As a result, m anagem ent has 
not developed form al written policies and procedures for any control 
cycle. 

M anagem ent has not developed and conveyed to its staff a code of 
conduct or provisions for conflict of interest disclosure. 

Adequate training and supervision has not been provided to individuals 
holding key decision-m aking positions. 

Unclassified accounting personne 
descriptions. Therefore, there are 
perform ance of these em ployees. 

do not have formal written job 
no standards for evaluating the job 

Sufficient controls are not in place to prevent or detect the violations of 
applicable state laws or regulations and inform al policies of the school. 
Furtherm ore, there is evidence of the lack of understanding of significant 
laws and regulations affecting the school. 

The fiscal officer perform s practically all accounting, purchasing, and 
payroll functions at the school even though the school has a director of 
fiscal affairs and a com ptroller. The fiscal officer perform s her duties with 
little or no supervision. In addition, the fiscal officer is the purchasing and 
personnel director and perform s all duties related to these positions. 

M anagem ent has not developed a plan or procedures to address and 
correct audit findings in a tim ely m anner. 

M anagem ent has not developed policies and procedures to address 
on-cam pus political activities by its em ployees. 
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Between July 1, 1996, and October 1, 1996, 15 unclassified em proyees 
received changes in their pay that were not reported to the Departm ent of 
State Civil Service. 

M anagem ent has placed little em phasis on developing an internal control structure that 
would adequately safeguard the assets of the school. As a result, the assets of the 

school are subjected to an increase risk that errors and/or irregularities could occur and 
not be detected in a tim ely m anner, if at all. 

The Board of Directors should require the school to develop and im plem ent an internal 
control structure that would ensure that payroll related expenditures are properly 
recorded, processed, and sum m arized so only authorized payroll expenditures are 
incurred. At a m inim um , there sheuld be form al w ritten policies and procedures 
developed to ensure adequate separation of duties. In a letter dated January 21, 1997, 
Brother David Sinitiere, Executive Director since July 1, 1996, stated that the school 
concurred w ith the finding and that the school is developing form al policies and 
procedures to effectively deal with these findings. The school will also review and 
evaluate the established controls to determ ine if m ore or different controls need to be 
im plem ented to ensure and assure com pliance w ith these established policies and 
procedures. 

Excess Spending of Appropriation 

The Louisiana School for M ath, Science, and the Arts incurred expenditures in excess of 

its 1996 appropriation. Louisiana Revised Statute 39:57(A) states that in no case sharl 
obligations be incurred or expenditures be m ade in excess of the total am ount allotted to 
the agency. The school incurred expenditures of $177,256 more than the total amount 
authorized by Act 16 of 1995. During the fiscal year ended June 30, 1996, m anagem ent 
decided to recognize and pay salary obligations which had been accruing over several 
years. Because these obligations were not considered in the school's budget for fiscal 
year 1996, the paym ent of these expenditures resulted in the overspending, which is a 
violation of state law . 

The Board of Directors should require school officials to operate the school within its 
annual appropriation. In a letter dated January 21, 1997, Brother David Sinitiere, 
Executive Director since July 1, 1996, stated that the school concurred w ith this finding, 

and that a new m ethodology for periodic review of the budget has been established to 
aid in preventing problem s from occurring. 
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The school's 1996 Certification of Annual Property Inventory was due in 
O ctober 1995, but was not received by LPAA until April 1996. The school 
subm itted an incom plete 1997 Certification of Annual Property Inventory 
to LPAA on Septem ber 8, 1996. The com pleted report has not been 
subm itted to LPAA as of Decem ber 2. 1996. 

The school does not reconcile between additions in its m ovable property 
records and acquisitions in its books of original entry. 

The school does not have form al policies and procedures in pTace to 
ensure that all m ovable property purchased, donated, or serf-constructed 
is recorded, processed, sum m arized, and reported as required by state 
property regulations. 

Two of five item s tested were tagged but were not recorded on the 
school's m ovable property records. 

The school did not report the addition of $51,989 of textbooks for the 
fiscal year ended June 30, 1996. In addition, the school has no policy for 
assessing the value of textbooks deleted. 

M anagem ent's lack of em phasis for developing and im plem enting adequate policies and 
procedures resu?ted in all m ovable property not being accurately accounted for and 
reported to LPAA  As a result, inform ation required to be subm itted to LPAA was not 
subm itted tim ely and what has been subm itted is incom plete. Therefore, the 
Com m issioner of Adm inistration has the authority to invoke sanctions against the school 
to ensure future com pTiance. 

The Board of Directors should take the appropriate action requiring school officials to 
develop and im plem ent form al written policies and procedures that ensures com pliance 
with LPAA regulations. These policies and procedures should ensure that all m ovable 
property is accounted for, recorded, and reported w ithin the prescribed tim e. In addition, 
the board should require school officials to subm it a com plete and accurate annual 
certification by the prescribed tim e. In a letter dated January 21, 1997, Brother David 
Sinitiere, Executive Director since July 1, 1996, stated that the school concurred with 
this finding and that the school will develop form al, w ritten poTicies and procedures w ith 
respect to its m ovable property records. 
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The fiscal officer is the only em ployee who has received form al training 
for the AG PS and O SUP system s and the only em ployee who uses them . 

M anagem ent em phasis has not been directed toward developing and im plem enting the 
necessary controls to safeguard the integrity of these system s. Failure to institute the 
necessary controls places the system s and the inform ation generated by the system s at 
risk. As a result, there m ay not be tim ely detection of incorrect or altered inform ation. 

The Board of Directors should require school officials to develop and im plem ent form al 
policies and procedures that would ensure the integrity of the system s and the 
inform ation generated. At a m inim um , these policies and procedures should ensure that 
there are adequate separation of duties so that no em ployee is in a position to both 
perpetrate and conceal errors and/or irregularities. Periodic reviews of the controls 
should then be perform ed to ensure that they are operating as intended an that the 
control.(; are cost beneficial. In addition, school officials should becom e m ore involved in 
the appreval process of its EDP system s to strengthen the internal control system . In a 
letter dated January 21, 1997, Brother David Sinitiere, Executive Director since July 1, 
1996, stated that the school concurred w ith this finding, and that the C om ptroller and the 
Director of Fiscal Affairs w ill attend training sessions and becom e m ore involved in these 
areas. 

M ovable Property 

For the seventh consecutive audit, the Louisiana School for M ath, Science, and the Arts 
does not have adequate internal accounting controls over m ovable property and has not 
complied with movable property regulations. The school reported additions of $78,438, 
deletions of $14,217, and an ending balance of $2,565,002 at June 30, 1996. A good 
internal control structure requires that adequate control procedures be in place to 
ensure that the acquisition, valuation, and disposition of m ovable property is accurately 
reflected in the accounting records and that am ounts recorded in the financial 

statements are materially correct. Furthermore, Chapter 3, Section 307(A) provides that 
arl item,~ of movable property having an acquisition cost of $250 or more must be placed 
on inventory. All acquisitions of qualified item s m ust be tagged and all pertinent 
information must be reported to the t_ouisiana Property Assistance Agency (LPAA) 
within 45 days. Section 313(F)(11) requires the property manager to submit a 
Certification of Annual Property Inventory to LPAA after the physical inventory and the 
state m aster file listing has been reconciled. O ur review revealed the follow ing 
deficiencies: 
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M anagem ent of the school has placed little em phasis on the creation of a good control 

environment. As a result, the financial resources of the school may be subjected to 
unnecessary risk. Furtherm ore, the school and/or its em ployees m ay be in violation of 
applicable laws and regulations. 

The Board of Directors should take the steps necessary to require school officials to 
create an adequate control environm ent to include, but not lim ited to, form al policies and 
procedures addressing the issues noted previously. In a letter dated January 21, 1997, 
Brother David Sinitiere, Executive Director since July 1, 1996, stated that the school 
concurred w ith these findings and that the school has or w ill develop w ritten policies and 
procedures relative to the areas noted previously. 

Electronic Data Processing Controls 

For the second consecutive audit, the Louisiana School for M ath, Science, and the Arts 

does not have adequate electronic data processing (EDP) controls over the Advanced 
Government Purchasing System (AGPS) or the Uniform Payroll System (OSUP). Good 
EDP controls are necessary to ensure the integrity of the system s and to provide 
reliance on the results produced by the system s. The following control deficiencies were 
identified: 

The school does not have written 
that data subm itted for on-line 
processed. 

policies and procedures for validating 
or batch processing w as properly 

The EDP security officer, who is the fiscal officer, prepares, enters, and 
approves docum ents for processing The fiscal officer perform s all of 
these functions w ith little or no supervision. 

Controls built into the system are not effective, since the fiscal officer 
perform s all EDP functions without review or supervision from other 
em ployees. 

The fiscal officer m akes all changes to the vendor m aster file and 
determ ines the validity of vendors. She also prepares and approves 
paym ents to vendors m ade through the AG PS. 

There is no on-line approval step added to the school's AG PS . O n-line 
approval is ordinarily not in an agency's AG PS and m ust be established 
for each agency. 
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Advance Salary and Benefit Paym ents 

The Louisiana School for M ath, Science, and the Arts m ade advance salary and related 
benefit paym ents to the faculty m em bers of the Telelearning Center. Article VII, Section 
14 of the Louisiana Constitution of 1974 prohibits any state agency from loaning, 
pledging, or donating public funds to any person, association, or corporation, public or 
private. Contracts for the Telelearning faculty were dated on July 1 of each year; 
however, the actual date for reporting to work was August 12, 1996, for fiscal year 1997 
and August 14, 1995, for fiscal year 1996. The school paid 13 employees $50,790 for 
three pay periods in fiscal year 1997 and 12 em ployees $66,824 for four pay periods in 
fiscal year 1996 before services had been rendered to the school. M anagem ent's lack 
of em phasis and unfam iliarity with provisions of the constitution resulted in the school 
violating the constitution and placing public funds at risk. 

The school should discontinue the practice of advance paym ents im m ediately and 
should develop internal control policies and procedures to ensure that all paym ents to 
em ployees are for work already perform ed. In a letter dated January 21, 1997, Brother 
David Sinitiere, Executive Director since: July 1, 1996, stated that the school concurred 
with this finding and that no advance paym ents will be m ade in the future. 

The recommendations in this report represent, in our judgment, those most likely to bring about 
beneficial im provem ents to the operations of the school. The nature of the recom m endations, 
their im plem entation costs, and their potential im pact on operations of the school should be 
considered in reaching decisions on courses of action. Findings relating to the school's 
~em pliance wilh laws and regula'[ions should be addressed im m ediately by m anagem ent. 

By provisions of state law , this report is a public docum ent, and it has been distributed to 
appropriate public officials. 

W JR:M A N:d 

Legislative Auditor 


