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As part of our audit of the State of Louisiana's financial statem ents for the year ended June 30, 
1996, we conducted certain procedures at the Louisiana Universities M arine Consortium for 
Research and Education (LUMCON), a marine research and education facility within Louisiana 
state government. Our procedures included (1) a review of LUMCON's internal control 
structure; (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 with prior year report recom m endations. 

The 1996 Annual Financial Report of LUM CO N was not audited or reviewed by us, and, 
accordingly, we do not express an opinion or any other form of assurance on that report upon 
its issuance. LUM CO N's accounts are an integral part of the State of Louisiana's financial 
statem ents, upon which the Louisiana Legislative Auditor expresses an opinion. 

Our procedures included interviews with m anagem ent personnel and selected other 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 m endations 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 LUM CON for the year ended June 30, 1995, we reported findings relating 
to com pliance with the state's m ovable property regulations and inadequate controls over cash 
receipts. The cash receipts finding has been resolved by m anagem ent; however, the finding 
relating to m ovable property has not been resolved and is addressed again in this report. 

Based upon 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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M ovable Property Regulations 

For the fourth consecutive engagem ent period, LUM CO N does not have an adequate 
internal control structure over m ovable property to ensure com pliance with state 
property control regulations. Louisiana Adm inistrative Code 34:VI1.307 requires that all 
acquisitions of qualified property be tagged and all pertinent inventory inform ation be 
sent to the Louisiana Property Assistance Agency (LPAA) within 45 days after receipt of 
the property. In a test of 29 acquisitions, we found that 20 items ($108,281 of $134,320) 
were not tagged and were not added to the inventory system until 47 to 85 days after 
re ceipt of the property. Failure to update the m ovable property system on a tim ely basis 

increases the risk of loss arising from unauthorized use of the property and subjects the 
agency to noncom pliance with state regulations. 

M anagem ent of LUM CON should establish internal control structure policies and 
procedures to ensure that all property is tagged and reported tim ely to LPAA in 
accordance with state regulations. In a letter dated June 27, 1996, Dr. M ichael Dagg, 
Interim Executive Director, re sponded that new procedures for tagging and reporting 
m ovable property have been established. 

Purchasing Regulations 

LUM CO N did not com ply with state laws and regulations relating to equipm ent 
purchases. LUMCON was delegated $3,000 of purchasing authority in 1990 by the 
Director of State Purchasing. Consequently, purchases of equipm ent in excess of 
$3,000 should be m ade through State Purchasing. Our exam ination of 39 transactions 
disclosed that six equipment purchases in amounts ranging from $6,090 to $22,100, 
totaling $82,873, were not requisitioned through the State Central Purchasing Agency 
and therefore were not subject to the appropriate bid procedures and were in non- 
com pliance with state laws and regulations. 

By not using the State Central Purchasing Agency, there can be no assurance that 
equipm ent item s were obtained at the m ost favorable prices, resulting in possible 
excessive expenditures by the agency. 

M anagem ent of LUM CO N should adhere  to state purchasing laws and regulations 
related to delegated purchasing authority. In a letter dated June 27, 1996, Dr. M ichael 
Dagg, Interim Executive Director, responded that "In the future, we will adhere strictly to 
state regulations." 
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Payro 

LUM CON does not have adequate internal accounting controls over its payroll function 
to ensure com pliance with state rules and regulations. In a sam ple of 21 payroll 
transactions, we noted the following: 

One em ployee was advanced $500 of compensation and was paid 
appro ximately $2,154 for work, when the individual was out-of-state on 
personal business, prior to his official date of em ploym ent. 

Seven em ployees did not sign the tim e and attendance reports 

Three em ployees did not subm it leave slips 

O r~e em ployee's leave sl~p was r~ot approved by the s~pew isor 

An adequate system of internal controls and Civil Service Rule 15.2 provide that the 
em ployee and supervisor certify the num ber of hours of attendance or absence from 
duty on the tim e and attendance records. This m inim izes the risk that tim e and 
attendance records are processed for nonexistent or form er em ployees or that records 
are processed which contain incorrect hours worked and/or leave taken. In addition, 
Article 7, Section 14 of the 1974 Louisiana constitution pro vides that any funds of the 
state or any political subdivision m ay not be loaned, pledged, or donated. The 
prepaym ent of salaries is, in effect, a loan to the em ployee for salary not yet earned. 

M anagem ent of LUM CO N should im plem ent and m onitor internal control policies and 
procedures to ensure com pliance with state laws and regulations to prohibit the 
paym ent of advances, stress accurate recording of hours worked and leave taken, and 
require certification of tim e and attendance and leave records by the em ployee and the 
superv isor. In addition, com pensation paid to the em ployee prior to his offi cial date of 
hire should be returned to LUM CO N by the em ployee. In a letter dated June 27, 1996, 

Dr. M ichael Dagg, Interim Executive Director, responded that "The em ployee in 
question, Jack Carter, is a writer of com puter software. He was in fact em ployed here 
several days prior to leaving for the out-of-state personal business. Furtherm ore, a 

portion of that time (out-of-state) was spent working on the specific software he was 
hired to write. Since then, M r. Carter has worked well above 40 h/week and he has 
exceeded m y expectations, accom plishing in a little over 3 m onths what I expected to 
take m ore like 6. This im portant software for a m onitoring system on our research 
vessel has allowed us to increase vessel usage. In short, he is a dedicated and 
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productive employee. Nevertheless, I have directed him to return the $2,154 your office 
believes was paid to him inappropriately. 

"The $500 advanced to Mr. Carter was repaid within approximately 10 days. This 
situation was highly irregular and has not been repeated, nor will it be repeated in the 
future, for any em ployee. 

"W e have tightened our surveillance of tim e cards and leave slips, now requiring 2 
persons in our 3 person Financial section to verify com pliance with these regulations. 
The employee previously responsible for this (Marybeth Duplantis) has rece ntly left 
LUM CO N and we are in the process of replacing her." 

The recommendations in this report represent, in our judgment, those most likely to bring about 
beneficial im provem ents to the operations of LUM CO N. The varying nature of the 
recom m endations, their im plem entation costs, and their potential im pact on the operations of 
LUM CON should be considere d in re aching decisions on courses of action. The findings 
relating to LUM CO N's com pliance with applicable laws and regulations 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 the 
appropriate public officials. 

DLB:M LD:dl 

ILUMCON) 

Respectfully subm 

Z)J ~  itted 
Daniel G . Kyle, CPA, CFE 
Legislative Auditor 



 

ST A T E O F L O U ISIA N A  

L E G ISL A T IV E  A U D IT O R  

Louisiana Universities M arine 
Consortium  for Research and Education 

Departm ent of Education 
State of Louisiana 
Chauvin. Louisiana 

August7,1996 

Financial and C om pliance A udit D ivision 

D aniel G . Kyle, Ph.D ., CPA , CFE 
Legislative A uditor 



 

ST A T E O F L O U ISIA N A  

L E G ISL A T IV E  A U D IT O R  

Louisiana Universities M arine 
Consortium  for Research and Education 

Departm ent of Education 
State of Louisiana 
Chauvin. Louisiana 

August7,1996 

Financial and Com pfiance A udit Division 

D aniel G . K yle, Ph.D ., CPA , CFE 

Legislative A uditor 



LEGISLATIVE AUDIT ADVISORY CO UNCIL 

M EM BERS 

Representative Francis C. Thom pson, Chairm an 
Senator Ronald C. Bean, Vice Chairm an 

Senator Robert J. Barham  
Senator W ilson E. Fields 
Senator Thom as A. G reene 
Senator Craig F. Rom ero 

Representa tive F. Charles M cM ains, Jr. 
Representative Edw in R. M urray 

Representative W arren J. Triche, Jr. 
Representative David Vitter 

Daniel G . Kyle, Ph.D., CPA, CFE 

A lbert J. Robinson, Jr., CPA 



 

LO UISIANA UNIVERSITIES M A RINE 
CO NSO RTIUM FO R RESEARCH A ND EDUCATIO N 

DEPA RTM ENT O F EDUCATIO N 
STATE O F LO UISIANA 

Chauvin, Louisiana 

M anagem ent Letter 
Dated July 8, 1996 

August7,1996 



@  
DANIEL G. KYLE, PH.D., CPA, CFE 

LEGISLATIVE AUDITOR 

OFFICE OF 

LEGISLA TIV E AU D ITO R 
STATE OF LOUISIANA 

BATON ROUGE, LOUISIANA 70804-9397 

July 8, 1996 

EXECUTIVE BOARD OF THE LO UISIANA UNIVERSITIES M ARINE 
CONSORTIUM FOR RESEARCH AND EDUCATIO N 
DEPARTM ENT OF EDUCATION 
STATE O F LO UISIANA 
Chauvin. Louisiana 

1600 NORTH THIRD STREET 
POST OFFICE BOX 94397 

TELEPHONE: (504) 339-3800 
FACSIMILE: (504) 339-3870 

As part of our audit of the State of Louisiana's financial statem ents for the year ended June 30, 
1996, we conducted certain procedures at the Louisiana Universities M arine Consortium for 
Research and Education (LUMCON), a marine research and education facility within Louisiana 
state government. Our procedures included (1) a review of LUMCON's internal control 
structure; (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 with prior year report recom m endations. 

The 1996 Annual Financial Report of LUM CO N was not audited or reviewed by us, and, 
accordingly, we do not express an opinion or any other form of assurance on that report upon 
its issuance. LUM CO N's accounts are an integral part of the State of Louisiana's financial 
statem ents, upon which the Louisiana Legislative Auditor expresses an opinion. 

Our procedures included interviews with m anagem ent personnel and selected other 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 m endations 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 LUM CON for the year ended June 30, 1995, we reported findings relating 
to com pliance with the state's m ovable property regulations and inadequate controls over cash 
receipts. The cash receipts finding has been resolved by m anagem ent; however, the finding 
relating to m ovable property has not been resolved and is addressed again in this report. 

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



LEGISLATIVE AUDITOR 

EXECUTIVE BOARD O F THE LO UISIANA UNIVERSITIES MARINE 
CO NSO RTIUM FO R RESEARCH AND EDUCATIO N 
DEPARTM ENT OF EDUCATIO N 
STATE O F LO UISIANA 
M anagem ent Letter, Dated July 6, 1996 
Page 2 

M ovable Property Regulations 

For the fourth consecutive engagem ent period, LUM CO N does not have an adequate 
internal control structure over m ovable property to ensure com pliance with state 
property control regulations. Louisiana Adm inistrative Code 34:VI1.307 requires that all 
acquisitions of qualified property be tagged and all pertinent inventory inform ation be 
sent to the Louisiana Property Assistance Agency (LPAA) within 45 days after receipt of 
the property. In a test of 29 acquisitions, we found that 20 items ($108,281 of $134,320) 
were not tagged and were not added to the inventory system until 47 to 85 days after 
re ceipt of the property. Failure to update the m ovable property system on a tim ely basis 

increases the risk of loss arising from unauthorized use of the property and subjects the 
agency to noncom pliance with state regulations. 

M anagem ent of LUM CON should establish internal control structure policies and 
procedures to ensure that all property is tagged and reported tim ely to LPAA in 
accordance with state regulations. In a letter dated June 27, 1996, Dr. M ichael Dagg, 
Interim Executive Director, re sponded that new procedures for tagging and reporting 
m ovable property have been established. 

Purchasing Regulations 

LUM CO N did not com ply with state laws and regulations relating to equipm ent 
purchases. LUMCON was delegated $3,000 of purchasing authority in 1990 by the 
Director of State Purchasing. Consequently, purchases of equipm ent in excess of 
$3,000 should be m ade through State Purchasing. Our exam ination of 39 transactions 
disclosed that six equipment purchases in amounts ranging from $6,090 to $22,100, 
totaling $82,873, were not requisitioned through the State Central Purchasing Agency 
and therefore were not subject to the appropriate bid procedures and were in non- 
com pliance with state laws and regulations. 

By not using the State Central Purchasing Agency, there can be no assurance that 
equipm ent item s were obtained at the m ost favorable prices, resulting in possible 
excessive expenditures by the agency. 

M anagem ent of LUM CO N should adhere  to state purchasing laws and regulations 
related to delegated purchasing authority. In a letter dated June 27, 1996, Dr. M ichael 
Dagg, Interim Executive Director, responded that "In the future, we will adhere strictly to 
state regulations." 



LEGISLATIVE AUDITOR 

EXECUTIVE BOARD O F THE LO UISIANA UNIVERSITIES MARINE 
CO NSO RTIUM FOR RESEARCH AND EDUCATION 
DEPARTM ENT O F EDUCATIO N 
STATE O F LO UISIANA 
M anagem ent Letter, Dated July 8, 1996 
Page 3 

Payro 

LUM CON does not have adequate internal accounting controls over its payroll function 
to ensure com pliance with state rules and regulations. In a sam ple of 21 payroll 
transactions, we noted the following: 

One em ployee was advanced $500 of compensation and was paid 
appro ximately $2,154 for work, when the individual was out-of-state on 
personal business, prior to his official date of em ploym ent. 

Seven em ployees did not sign the tim e and attendance reports 

Three em ployees did not subm it leave slips 

O r~e em ployee's leave sl~p was r~ot approved by the s~pew isor 

An adequate system of internal controls and Civil Service Rule 15.2 provide that the 
em ployee and supervisor certify the num ber of hours of attendance or absence from 
duty on the tim e and attendance records. This m inim izes the risk that tim e and 
attendance records are processed for nonexistent or form er em ployees or that records 
are processed which contain incorrect hours worked and/or leave taken. In addition, 
Article 7, Section 14 of the 1974 Louisiana constitution pro vides that any funds of the 
state or any political subdivision m ay not be loaned, pledged, or donated. The 
prepaym ent of salaries is, in effect, a loan to the em ployee for salary not yet earned. 

M anagem ent of LUM CO N should im plem ent and m onitor internal control policies and 
procedures to ensure com pliance with state laws and regulations to prohibit the 
paym ent of advances, stress accurate recording of hours worked and leave taken, and 
require certification of tim e and attendance and leave records by the em ployee and the 
superv isor. In addition, com pensation paid to the em ployee prior to his offi cial date of 
hire should be returned to LUM CO N by the em ployee. In a letter dated June 27, 1996, 

Dr. M ichael Dagg, Interim Executive Director, responded that "The em ployee in 
question, Jack Carter, is a writer of com puter software. He was in fact em ployed here 
several days prior to leaving for the out-of-state personal business. Furtherm ore, a 

portion of that time (out-of-state) was spent working on the specific software he was 
hired to write. Since then, M r. Carter has worked well above 40 h/week and he has 
exceeded m y expectations, accom plishing in a little over 3 m onths what I expected to 
take m ore like 6. This im portant software for a m onitoring system on our research 
vessel has allowed us to increase vessel usage. In short, he is a dedicated and 



LEGISLATIVE AUDITOR 

EXECUTIVE BOARD O F THE LO UISIANA UNIVERSITIES MARINE 
CO NSO RTIUM FO R RESEARCH A ND EDUCATIO N 
DEPARTM ENT O F EDUCATIO N 
STATE O F LO UISIANA 
M anagement Letter, Dated July 6, 1996 
Page 4 

productive employee. Nevertheless, I have directed him to return the $2,154 your office 
believes was paid to him inappropriately. 

"The $500 advanced to Mr. Carter was repaid within approximately 10 days. This 
situation was highly irregular and has not been repeated, nor will it be repeated in the 
future, for any em ployee. 

"W e have tightened our surveillance of tim e cards and leave slips, now requiring 2 
persons in our 3 person Financial section to verify com pliance with these regulations. 
The employee previously responsible for this (Marybeth Duplantis) has rece ntly left 
LUM CO N and we are in the process of replacing her." 

The recommendations in this report represent, in our judgment, those most likely to bring about 
beneficial im provem ents to the operations of LUM CO N. The varying nature of the 
recom m endations, their im plem entation costs, and their potential im pact on the operations of 
LUM CON should be considere d in re aching decisions on courses of action. The findings 
relating to LUM CO N's com pliance with applicable laws and regulations 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 the 
appropriate public officials. 

DLB:M LD:dl 

ILUMCON) 

Respectfully subm 

Z)J ~  itted 
Daniel G . Kyle, CPA, CFE 
Legislative Auditor 


