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LER O Y J. CItU STZ 
CERTIFIED PUBLIC ACCOUNTANT. APAC 

POST OFFICE BOX 158 DENHAM  SPR1NGS, LOUISIANA 70727-0158 (504) 665-3102 FAX (504) 667-3553 

IN D EPEND EN T A U DITO R 'S REPO RT 

TO the Louisiana Board of Pharm acy 
Baton P, ouge, Ixm isiana 

I have audited the accom panying component unit financial statem ents of Louisiana Board of Pharm acy, 
Baton Rouge, Louisiana, a com ponent unit of the State of Ixm isiana, as of and for the two years c,dcd 
June 30, 1997, as listed in the Table of Contents. These component unit financial statem ents art: the 
responsibility of Lo uisiana Board of Pharm acy's rnanagem ent. M y responsibility is to express an 
opinion on these component unit financial statem ents based  on m y audit. 

I conducted  m y audit in accordance w ith general ly accepted  auditing standards and Governm ent Auditing 
Standards, issued  by the Com ptroller General of the U nited  States.Those standards require that l plan 
and perform the audit to obta in rea sonable assurance whether the com ponent unit financial statem ents 
are free of m aterial m isstatem ent. An audit includes exam ining, on a test basis, evidence supporting 
the am ounts and disclosures in the component unit financial statem ents. An audit also includes assessing' 
the accounting principles used  and significant estim ates m ade by m anagem ent, as well as evaluating the 
overall component unit financial statem ent presentation. I believe that nay audit provides a rea sonable 
basis /br m y opinion. 

In m y opinion, the com ponent unit financial statem euts referred  to above present fairly, in all m aterial 
respects, the financial position of Lo uisiana Board of Pharm acy as of June 30, 1997, and the results of 
its operations for the tw o years then ended in conform ity w ith generally accepted accounting principles. 

M y audit was conducted for the purp ose of form ing an opinion on the com ponent unit financial 
statem ents taken as a w hole. The com bining aud individual fund and account group financial statem cnts 
and schedules listed  in the 'Fable of Contents are presented for purposes of additional analysis and arc 
not a required  part of the com ponent unit financial statem ents of Louisiana Board of Pharm acy. Such 

information has been subjected to the auditing proced ures applied in the audit of the component unit 
financial statem ents and, in m y opinion, is fairly presented  in all m aterial respects in relation to the 
com ponent unit financial sta tem ents ta ken as a w hole. 

In accordance with Government Auditing Standards, I have also issued a report dated  September 10. 
1997, on m y consideration of Louisiana Board of Pharmacy's internal control structure and a report 
dated  SeptembEr 10, 1997, on its com pliance with law s and regulations. 

~ i, A'~PAC 
SEptem ber 10, 1997 
Except for Note 9, as to which the 
date is September 30, 1997 
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V STALE ME N1 A LOUISIANA BOARD OF PHARMACY 
COMBINED BALANCE SHEET - ALL FUND 'TYPES AND ACCOUNT GROUPS 

June 30, 1997 

A_  S_ SE T_ _S 

GOVERNMENTAL GENERAL GENERA L 

FUND- FIXED LONG-TERM TOI At 

Gt--NERA L FUND ASSETS OBLIGATIONS (M E MO ONLY) 

ASSETS AND OTHER DEBITS 

Cash and cash equivalents (Note 2) $ 761,860.26 $ 7[;1,860 26 
Fixed assets (Note 3) $ 79,811.09 79,811 09 
Amount to be provided for retirem ent of 
general long-term obligations $ 41,667.00 41,667.09 

TOTAL ASSETS $ 761,860.26 $ 79,811.09 $ 41,667.00 $ 883,338 26 

LIABILITI[-S EQUITY AND OTHER CREDITS 

LIABILITIES 

Payroll deductions and withholdings 

payable $ 7,359.61 $ 7,359 61 
Accrued compensated absences (Note 6) $ 41,667.00 41,66700 

TOTAL LIABILITIES $ 7,369.61 $ 0.00 $ 41,667.09 $ 4 9.026 61 

EQUITY AND OTHER CREDITS 

Investments in general fixed assets $ 79,811.OO $ 79,811 OD 
Fund balance- 

unreserved, undesignated $ 754,500.65 764,59365 

Total Equity and Other Credits $ 754,500.65 $ 79,811.00 %- 8-3413i i 165 

TOTAL LIABILITIES, EQUI'iY, 

AND OTHER CREDITS $ 761,860.26 $ 79,811.00 $ 41,667.00 $ 883,33826 

See accompanying notes to the financial statem ents. 
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LO UISIANA BOA RD O F PHARM ACY Staternent B 
Com bined Statem ent of Revenues, Expenditures and Changes in Fund Balance 
Budget (GAAP Basis) and Actual -All Governmental Fund Types - General Fund 

For the Year Ended June 30, 1996 

1996 BUDGET VARIANCE % 

Revenues: 

Licenses, permits and fees $ 751,770.85 $ 738,000.00 $ 13,770.85 1.87 
Use of m oney and property - interest earnings 18,779.19 22,000.00 3,220.81 (1464) 

Total Revenues $ 770,550.04 $ 760,000.00 $ 10,550.04 1.39 

.Expenditures: 
General Government - Public Safety 
Current Operations: 

Salaries 349,164.66 340,534.00 8,630.66 2 53 
Com pensation paid to board members 41,400.00 45,500.00 (4,100.00) (901) 
Related Benefits 44,829.68 65,000.00 (20,170.32) (31.03) 
Travel 144,109.98 140,000.00 4,109.98 294 
Operating Services 83,570.67 80,000.00 3,570.67 446 
Supplies 35,752.28 31,000,00 4,752.28 1533 
Professional services 60,730.00 81,613.00 (20,883.00) (2.',59) 

Capital O utlay: 
Capital O utlay 8,269.00 5,000.00 3,269.00 6538 

Total I-xpenditures $ 767,826.27 $ 788,647.00 $ (20,820.73) (2 64) 

Excess (Deficiency) of Revenues over Expenditures $ 2,723.77 $ (28,647.00) $ 31,370.77 (10.9.51) 

Fund Balance at Beginning of Year 799,435.78 799,435.78 0.00 000 

Fund Balance at End of Year $ 802,159.55 $ 770,788.78 $ 31,370.77 407 

See accom panying notes to the financial statem ents 
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LO UISIAN A BOARD OF PH ARM ACY 
Baton Rouge, Louisiana 

N otes to the Financial Statem ents 
For the Two Years Ended June 30, 1997 

SUM M ARY OF SIGN IFICANT A CCOU NTIN G POLICIES 

INTROD U CTIO N  

The Louisiana Board of Pharm acy is a com ponent unit of the State of Louisiana createxl 
w ithin the Louisiana D epartm ent of H ealth and H ospitals, as provided by Louisiana 

Revised  Statutes (LSA-R.S.) 37:1171. The board is composed  of 17 members, appointexl 
by the governor, who serve term s of six years. The board is charged with establishing 
rules and regulations governing activities of the pharm acy profession w ithin the state. 
The board adm inisters exam inations and issues, review s, suspends, and/or revokes 
licenses of pharm acists and pharm acies in the State of Louisiana. Operations of the 
board are funded  with self-generatc~ revenues, including certificates, perm its, 
exam ination fees, and continuing professional education sem inar fee s. The board 
m aintains its office in Baton Rouge and has eight full-tim e em ployees. 

A . BASIS O F PRESENTATION 

In April 1984, the Finm~cial Aecxmnting Foundation established the Governm ental 
Accounting Standards Board (GASB) to promulgate generally accepted accounting 
principles and reporting standards with respect to activities and transactions of 
state and local governm ental entities. The GA SB has issued  a codification of 
govern m ental accounting and financial reporting standards. This codification and 
subsezluent GA SB pronouncem ents are recognized  as generally acceptexl 
accounting principles for slate and local governm ent. The accom panying financial 
statem ents have bee n prepared  in accordance with such principles. 

B. REPORTIN G ENTITY 

GASB Codification Section 2100 has defined the governm ental reporting entity 
to be the State of Lo uisiana. The Lo uisiana Boar d of Phar m acy is considered a 
component unit of the Sta te of Louisiana bec ause the state exercises oversight 
responsibility in that the governor appoints the board m em bers an d public service 
is rendered  within the state's boundaries. The accom panying financial statements 
present inform ation only as to the transaetions of the program s of the Lo uisiana 
Board of Pharm acy, a com ponent unit of the Sta te of Lo uisiana. Annually, the 
State of t,ouisiana issues general purpose financial statements, which include the 
activity contained in the accom panying financial statem ents. The general purpose 
financial statem ents are audited by the Louisiana Legislative Auditor. 
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LOUISIA N A BO ARD O F PH ARM A CY 
N otes to tile Financial Statem ents, Continued 
June 30, 1997 

C . FU N D A CCOU NTIN G 

The Louisiana Board of Pharm acy uses a fund and account groups to report on 
its financial position and the results of its operations. Fund accounting is 
designed to dem onstrate legal com pliance and to aid financial m anagem ent by 
segregating transactions relating to certain governm ent functions or activities. 

A fund is a separate accounting entity with a self-balancing set of accounts. O n 
the other hand, an account group is a financial reporting device designed  to 
provide accountability for certain assets and liabilities that are not recorded in the 
funds bec ause they do not directly affect net expendable available financial 
resources. 

The General Fund is classified  as a governm ental fund. The General Fund is the 
general operating fund of the board and accounts for all financial resources. 
Revenues are accounted for in this fund based upon the purpose for which they 
are to be spent and the m eans by w hich spending activities are controllexl. 
General operating expenditures are paid from this fund. 

D . BASIS OF ACCOU NTING 

Tile accounting and financial reporting treatm ent applied  to a fund is determ inezl 
by its m easurem ent focus. The General Fund is accounted  for using a current 
financial resources m easurem ent lOCUS. W ith this m easurem ent focus, only currenl 
assets and current liabilities are generally included  on the balance sheet. Thc 
operating statem ent of the General Fund presents increases and decreases in net 
currenl assets. The m odified  acc rual basis of accounting is used by the General 
Fund. 

The board uses the following practices in recording revenues and expenditures i 
the General Fund: 

Revenues 

Licenses/certificates, perm its, exam ination fees, and continuing professional 
education sem inar fee s are rec orded in the year they are received , whict 
approxim ate when m easurable and available. Licenses and perm its m ust b~ 
renewed annually and are considered delinquent after January 15. All otheJ 
revenues are rec orded when received . 

Expenditures 

Expenditures are generally recognized under the m odified  accrual basis oi 
accounting when the related fund liability is incurred, except for accum ulated  
vacation leave, w hich is rec ognized when paid. 
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LO UISIAN A BOA RD OF PH ARM A CY 
N otes to the Financial Statements, Continued 
June 30, 1997 

E. BU D GET PRACTICF~S 

The board adopts an annual budget as prescribed by L.SA -R .S. 36:803. The 
budgets, adopted  on January 22, 1995, and April 17, 1996, w ere prepared awcl 
reported based on cash estim ates. Appropriations lapse at year end. The boaTd 
did not budget its beginning cash balance nor does it use encumbrance accounting. 
Form al budget integration is em ployed  as a m anagem ent control device during the 

year. 

F. CASH AND CASH EQUIVALENTS 

Cash and cash equivalents include am ounts in dem and deposits and certificates of 
deposit. Under state law , the board m ay deposit funds w ithin a fiscal agent batik 
organized  under the law s of the Slate of Louisiana, the law s of any other slate in 
the U nion, or the law s of the U nited States. Furtherm ore, the board m ay invest 
in time certificates of deposit of state banks organized under the laws of the Stale 
of Louisiana, national banks having their principal offices in Lo uisiana, in savings 
accounts or shares of savings and loan  associations and savings banks, and in share 
accounts an d share certificate accounts of fed erally or state chartered  cred it unions. 

G . GENERAL FIXED A SSETS AN D LON G -TERM  OBLIG ATIO N S 

General fixed assets are accounted for in the general fixed  assets account group. 
rather than  in the General Fund. D epreciation has not been provided  on general 
fixed assets. All fixed assets are valued  at historical cost. Lo ng-term obligations 
expected to be financed from governm enta l funds are accounted  for in the general 
long-term obligations account group. 

H . CO M PEN SATED ABSEN CIkR 

Em ployees of the board earn and accum ulate vacation and sick lea ve at varying 
rates according to their years of service with the board. The am ount of vacation 
and sick leave that may acc'.um ulate by ea ch employee is unlim ited . Upon 
term ination, employees or their heirs are com pensated  for up to 300 hours of 
unused vacation leave at the elnployee 's hourly rate of pay. Upon retirem em , 
unused  vacation lea ve in excess of 300 hours plus unused sick lea ve are used  to 
com pute retirem ent benefits. The cost of current lea ve privileges, com puted  in 
accordance with G ASB Codification Section C60, is recognized  as a current-year 
expenditure in the General Fund when lea ve is actually taken. The cost of leave 
privileges not req uiring current resources is recorded in the general long-term 
obligations account group. 
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LOUISIANA BOARD OF PH ARM ACY 
N otes to the Financial Statem ents, Continued 
June 30, 1997 

TOTAL CO LU M N ON BALAN CE SH EET 

The total column on the balance sheet is captioned M emorandum Only (overview) 
to indicate that it is presented only to facilitate finan cial analysis. Data in this 
colum n does not present financial position in conform ity w ith generally accepted  
accounting principles. N or is such data comparable to a consolidation. 

2. CASH AND CASH EQUIVALENTS 

At June 30, 1997, the board had ca sh and ca sh equivalents (book balances) totaling 
$781,950 as follows: 

D em and deposits 
Certificates of deposit 

$256,950 
525 ~0_ 00 

___781.9_50 

These deposits are stated at cost, which approxim ates m arket. U nder state law , these 
deposits (or the resulting bank balances) must be secured by fed eral deposit insurance or 
the pledge of securities owned  by the fiscal agent bank. The m arket value of lhe pledge, I 
securities plus the federal deposit insurance m ust at al l tim es equal the am ount on deposit 
with the fiscal agent. These securities are held in the nam e of the pledging fiscal agent 
bank in a holding or custodial bank that is m utually acceptable to both parties. At June 
30, 1997, the board had $814,903 in deposits (collected  bank balances). These deposils 
are sec ured from risk by $100,000 of federal deposit insurance (GASB Risk Category 1 ) 
and $965,000 of pledged securities held by the custodial bank in the name of the fiscal 
agent bank (GASB Risk Category 3). 

CH AN GES IN G ENERAL FIXED A SSETS 

The changes in general fixed assets is as follows 

Balance at July 1, 1995 
A dditions 
D eletions 

Balance at June 30, 1996 

Balance at July 1, 1996 
Additions 

Balance at June 30, 1997 
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LOU ISIAN A BOARD O F PH ARM ACY 
N otes to the Financial Statem ents, Continued 
June 30, 1997 

6. CH AN GI~  IN LON G-TERM  OBLIGATION S 

The following is a sum m ary of long-term obligation tr~msactions for the years 

ended June 30, 1996, and 1997: 

A ccrued com pensated absences at July 1, 1995 
A dditions 
D eletions 

A ccrued com pensated absences at June 30, 1996 

Accrued  compensated  absences at July 1, 1996 
Additions 
D eletions 

Accrued compensated absence.s at June 30, 1997 

7. LITIG ATION AN D CLAIM S 

$43,798 
4,885 

0 

.$48,68j  

$48,683 
0 

7,016 

$41 ~667 

According to legal counsel, the Board is presently involvexl in one law suit relating 
to a public records issue. A t the tim e of the issuance of these financial statem ents 

a judgement has been rendered against the Board in the amount of $695,056. The 
Board has appealed the judgement and a decision is pending. Legal counsel for the 
Boar d expects a favorable outcome in this m atter. N o provision for this 
contingency is m ade in these financial statem ents. 

D EFERRED COM PEN SATION PLAN 

Certain employees of the Louisian a Board of Pharm acy par ticipate in the Lo uisiana 
D eferred  Com pensation Plan adopted  under the provisions of Internal Revenuc 
Code Section 457. Complete disclosures relating to this statewide plan arc 
available in the financial statem ents of the Sta te of Louisiana. 

9. SUBSEQUENT EVENerS 

The judgment in the amount $695,056 referred to in Note 7 above was reversexl 
by the First Circuit Court of Appeal on September 19, 1997. Additionally, cash, 
revenues and fund equity of the general fund were adjusted as a result of the 
discovery and resolution of a bank error which occurred in January, 1997. 

- 12 - 



 



LOU ISIAN A BO ARD OF PH ARM ACY 

SCHEDULE OF PER DIEIVl PAID BOARD M EM BERS 
For the Tw o Years Ended June 30, 1997 

SC H ED U LE 1 

The Schedule of Per D iem Paid Board M embers is presented  in c.om pliance w ith H ouse 
Concurrent Resolution N o. 54 of the 1979 Session of the Louisiana Legislature. Act 46 of lhc 
1993 Regular Session of the Louisiana Legislature increased  the per diem to $75.00 per day for 
each board or com mittee m eeting they attend and for attending to official business of the board. 
as authorized  by Lo uisiana Revised Statute 37:1173 (B). 

N am e 

Carl W . A ron 
Philip C. A ucoin 
George L . Boudreaux 
B. Belaire Bourg 
Allen L. Brinkhaus 
Thom as J. Chambliss 
Sff~vatore ]. D 'Angelo 
Reuben R . D ixon 
Robert L. Eastin 
Lee Foster 
Ruth C . Jea n 
John F. Karl 
H . Bernard LeBas 
Carl J. N apoli, Sr. 
W alter J. Pierron, Jr. 
Blake P. Pitre 
T. M orris Rabb 
W illie R . Seal 
H ewitt P. Theriot 
Charles D . Trahan 
D aniel H . Yeom an 

June 30, 1996 
N um be_! A m ount 

$ 2,250 
3,825 
150 

2,775 
1,425 
1,500 
2,775 
3,000 

0 
1,200 

0 
6O0 

3,600 
1,950 
2,475 
2,475 

0 
2,700 

0 
8,100 

_  
6O_0. 

June 30, 1997 
N um ber A m ounL 

$ 3,750 
2,550 
450 

2,325 
2,400 
3,525 
3,975 
3,375 
1,425 
1,200 
45O 
0 

1,725 
1,650 
825 

3,150 
1,425 
2,850 
1,425 
5,550 
225 

552 $41.40=0_ ~ 5.90  ~44,25=0 
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LER O Y J. CHU STZ 
CERTIFIED PUBLIC ACCOUi'ffFANT, APAC 

PC)ST OFFICE BOX 158 DENHAM SPRINGS, LOUISIANA 70727-0158 (504) 665-3102 FAX (504) 667-3553 

IND EPEN D ENT AUD ITOR 'S RF.PORT ON INTERN A L CONTROL 
STRU CTU'RE BASED ON AN AU DIT OF CO M PON ENT U N IT 
FIN AN CIAL STATEM ENTS PERFORM ED IN A CCORD AN CE 

W ITH GO VERNM EN T A UD 1TING STANDARD S 

To the: Louisiana Boa]d of Pharm acy 
Baton Rouge, lxm isiana 

I have audited the com ponent unit financial statem ents of Louisiana Board of Pharmacy, Baton Rc)t~ge 
Louisiana, a com ponent unit of the State of Lo uisiana, as of and for the two years ended  June 30, ] 997 
and have issued  m y report thereon dated September 10, 1997. 

! conducted m y audit ]n accordance with generally accepted auditing standards and Governm ent Audit#~, 
Standards, issued  by the Com ptroller General of the U nited  States. Those sta ndards require thai I plal~ 
and perform the audit to obta in reasonable assurance about w hether the com ponent unit finaT~cial 

statem ents are free of m aterial m isstatem ent. 

The m anagem ent of Louisiana Board of Pharm acy is responsible for establishing and m aintaining ar~ 

internal control structure. In fulfilling this responsibility, estimates and judgments by management arc 
requirc~ to assess the expected benefits and related costs of internal control structure policies and 

proced ures. The objectives of an internal control structure are to provide management with reasonable, 
but nol absolute, assurance that assets are safeguarded  against loss from unauthorized use or disposition, 
and that transactions are exec uted  in accordance w ith m anagem ent's authorization and rec orded prot,crly 
to perm it the preparation of com ponent unit financial sta tem ents in accordance with generally acccpt~l 
accounting principles. Because of inherent lim itations in any internal czontrol structure, errors or 

irregularities may nevertheless occur and not be detected . Also, projec tion of any evaluation of the 
structure to future periods is subjec t to the risk that procedures may become inadequate bec ause (,t 
changes in conditions or that the effectiveness of the design and operation of policies and proced~rcs 

m ay deteriorate. 

In planning and performing my audit of the component unit finan cial statem ents of Lo uisiana Boa, el of 
Pharm acy, for the two years ended June 30, 1997, I obtained  an understanding of the intern al co,trol 
structure. W ith respect to tire internal control structure, I obtained  an understanding of the design of 
relevant policies and proced ures and whether they have been placed in operation, and 1 assessed  co~Irol 
risk in order to determ ine nay auditing proced ures for the purpose of expressing nay opinion on the 
com ponent unit financial statem ents and not to provide an opinion on the internal control structt~;c. 
Accordingly, I do not express such an opinion. 

I noted certain m atters involving the internal control structure and its operation that I consider to bc 
reportable conditions under sta ndards established  by the A m erican Institute of Certified  Ptd)lic 
Accountants. Reportable conditions involve m atters com ing to m y attention relating to significa,t 

-  16 - 



deficiencies in the design or operation of the internal control structure that, in my judgment, could 
adversely affect the entity's ability to rec ord, process, sum m arize, and report financial data consistent 
with the assertions of m anagem ent in the component unit financial statem ents. 

In m y consideration of the internal control structure, I noted that the size of the board's operations and 
its lim ited staff preclude an adequate segregation of duties and other features of an adeq uate system of 
internal control, although to em ploy such controls m ay not be cost beneficial. 

It was found that in m any instances Board m embers failed  to pay for, and subm it their own claim s for 
reimbursem ent, for travel expenses. For example, it was com m on for several m embers of the Board 
to have a m eal at a restaurant and the entire bill be paid by the Executive D irec tor or President of the 
Board. This proced ure does not provide for sufficient control over travel expenses of the Board. U nder 
this procedure, it is riot possible to assess rea sonableness of the claim for reim bursem ent, nor can the 
Board be assured  that the sam e m eal has not been reim bursed  m ore than once. I recom m end that the 
Board adopt a uniform travel expense reimbursem ent policy which clearly defines allowable and 
reasonable expenses and that ea ch Board m ember file his/her own reqnest for reim bursem ent for 

expenses. 

A m aterial weakness is a reportable condition in which the design or operation of one or m ore of the 
intern al control structure elem ents does not reduce to a relatively low level the risk that error.~ or 
irregularities in am ounts that w ould be m aterial in relation to the com ponent unit financial statem ents 
being audited  m ay occur and not be detected within a tim ely period by em ployees in the normal course 
of per:form ing their assigned functions. 

M y consideration of the internal control structure w ould not necessarily disclose all m atters in tile 
internal control structure that m ight be reportable conditions and, accordingly, w ould not necessarily 
disclose all reportable; conditions that are also considered to be m aterial we:aknesses as defined  above. 
H owever, I believe tile reportable conditions desc~Sbed above are m aterial w ea knesses. 

This re, port is intended for the information of the m anagement of Louisiana Board of Pharmacy and tile 
Legislative A uditor of the State of Lo uisiana. ttowever, this report is a m atter of public rec ord and its 
distribtation is not lim ited. 

Certified  Public Accountant, APAC 
Septentber 10, 1997 
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September 10, 1997 
C 
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