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INDEPENDENT AUDITO]('S REPORT 

Louisiana State Board of Embahners and Funeral Directors Department of Health and Hospitals State of Louisiana Metairie, Louisiana 
We: have audited the aocompanying financial statements of the Louisiana State Board of Embahners and Funeral Directors (the Board), a component unit of the State of Louisiana, as of June 30, 1997 and for the years ended June 30, 1997 and 1996, as listed in the table of contents. These financial statements are the responsibility of the Louisiana State Board of Embahners and Funeral Directors. Our responsibility is to express an opinion on these financM statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States, and the Louisiana Go'~,erumeutal Audit Guide. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are fi'ee of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation We believe that our audit provides a reasonable basis for our opinion. 
As discussed in Note 1, the financial statements present only the Louisiana State Board of Embalmers and Funeral Directors, and are not intended to piesent fairly the financial position of the State of Louisiana and the results of its operations and cash flows of its proprietary ftmd types and nonexpendable trust fimds in conformity with generally accepted accounting, principles. In accordance with Governmental Auditing Standards, we have also issued a report dated September 12, 1997 on our consideration of the Board's internal control structure and a report dated September 12, 1997 on its compliance with laves and regulations. 



In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Louisiana State Board of Embalmers and Funeral Directors of the State of Louisiana as of June 30, 1997, and the results of its operations for the years ended June 30, 1997 and 1996 in conformity with generally accepted accounting principles. 
September 12, 1997 

DERBES & COMPANY CERTIFIED PUBLIC ACCOUNTANTS, L.L.C. 3027 RIIDGELAKI~ DRIVE ~ POST OFFICE BOX 8176 ~ ME'~AIRIE, LOUISIANA 70011 ~ TELEPHONE 5O41837-22OO 
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LOUISIANA STATE BOARD OF EMBA[.,MERS AND FUNERAL DIRECTORS DEPARTMENT OF tIEAI ,TIt AND HOSPITALS STATE OF I.OUISIANA STATEMENT OF REVENUES, EXPENI)ITURES ANI) CHANGES IN FUND BALANCE GOVEII.NMENTAI., FUND TYPE FOR THE YEARS ENI)ED JUNE 30, 1997 AND 1996 

Revenues: Licenses, permits and fees Fines Use of money and property - interest earnings Other revenue 
Total Revenues Ex~c, enditures: General government: Personal services and related benefits Professional services Operating services Materials and supplies Travel and other charges Capital outlay Total Expendilures 
Excess of Revenues over Expenditures Fund Balance -. beginning of year 

Fund Balance -. end of year 

1997 
$ 257,525 31,525 
7,588 917 

Fun 1996 
$ 263,530 32,080 
5,861 550 297 555 302,021 

141,388 47,980 33,372 6,970 29,393 _~2 
133,354 36,001 33,200 4,862 24,719 10.196 

261,065 242 332 
36,490 59,689 172~89 113,300 $209&79 ~2~9~9 

The accompanying notes are an integral part of this statement 
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LOUISIANA STATE BOARD OF EMBAI.MERS AND FUNERAL DIRECTORS DEPARTMENT OF ItF.ALTIt AND HOSPITALS STATE OF I,OU1SIANA NOTES TO FINANCIAL STATEMENTS 
MARY QF_SIGNIFICAN__T AC('Q_UNTING P OLIC_IES The Louisiana State Board of Embalmers and Funeral Directors (the Board) is a component unit of the State of Louisiana created within the Louisiana Department of Health and Hospitals, as provided by Louisiana Revised Statutes (LSA R.S.) 37:831-861. The Board is currently composexl &seven members who are appointed by and serve at the pleasure of the Governor. The Board is charged with the responsibility of licensing and regulating embalmers, funeral directors and funeral homes. Operations of the Board are funded with fees collected from licenses. At June 30, 1997, approximately 445 funeral homes, 915 embalmers, and 425 funeral directors were licensed. 
In April of 1984, the Financial Accouming Foundation established the Governmental Accounting Standards Board (GASB) to promulgate generally accepted accounting principles and reporting standards with respect to activities and transactions of state and local governmental entities. In June of 198'7, the GASB issued a revised codification of governmental accx)unting and financial reporting standards. The codification and subsequent GASB pronouncements are recognized as generally accepted accounting principles for state and local government. 
The Louisiana State Board of Embalmers and Funeral Directors prepares its financial statements in accordance with the standards established by the GASB. GASB Codification Section 2100 establishes criteria for determining fue governmental reporting entity and has defined the governmental reporting entity to be the State of Louisiana. The Board is considered a component unit of the State of Louisiana because the state exercises oversight responsibility in that the Governor appoints the Board members, and public service is rendered within the state's boundaries. The accompanying statements present only transactions of the Louisiana Stale Board of Fmabalmers and Funeral Directors, a component unit of the State of Louisiana. Annually, the State &Louisiana issues general purpose financial statements which include the activity contained in the accompanying financial statements. The general purpose financial statements are issued by the Louisiana Division of Administration-Office of Stalewide Reporting and Accounting Policy and audited by the Louisiana Legislative Auditor 



LOUISIANA STATE BOARD OF EMBAI,MERS AND FUNERAl, DIRECTORS DEPARTMENT OF tlEAI.,TH AND HOSPITALS STATE OF LOUISIANA NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
SUMM AR_Y QE SIGNIFICA_N;LA_C('O_UNTj_N_G PQL3_~IES (Continued) A. Fund A.ccoun!ing 
The accounts of the Louisiana State Board of Embalmers and Funeral Directors are organized on the basis of funds and account groups, each of which is considered a separate accounting entity. The operations &each fund are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues and expenditures. Revenues are accounted for in these individual funds based upon the purpose for which they are to be spent and the means by which spending activities are controlled. The funds presented in the financial statements are described as follows: Gent'.r a!_ F_ _u_nd The General Fund is the principal fund and is used to account for the general operations of the Board. The various license fees and charges due the Board are accounted for in this fund. General operating expenditures are paid from this fund. B. General Fixed Assets and General l ,ongz_'l'ern~. (_)_bligations Fixed assets used in the governmental fund type operations (general fixed assets) are acx:ounted for in the General Fixed Assets Account Group, rather than in governmental funds. Depreciation has not been provided on general fixed assels. All fixed assets are valued at historical cost. Long-term obligations expected to be financed from governmental funds are accounted for in the General Long-Term Obligation Account Group, not in the governmental funds. The only long-term obligation of the Cornmission is for accrued annual leave. The two account groups are not "funds". They are concerned only with the measurement of financial position, not with measurement of results of operations. 



2- 

LOUISIANA STATE BOARD OF EMBA1.MERS AND FUNERAL DIRECTORS DEPARTMENT OF IIEAI,TH AND HOSPITALS STATE OF I.OUI S1ANA NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
F SI C, t!a s_i s o f__A_c c oMn t i n g ?OUNTING POLICIES (Continued) 

Basis of accounting refers to when revenues and expenditures are recognized and reported in the financial statements. Basis of accounting relates to the timing of the measure, ments made, regardless of the naeasurement focus applied. The Board's records are maintained on the modified accnial basis of accounting using lhe following practices: 
ReyA:ntke_s_ License fees, as well as other revenues, are reported when received. Licenses must be renewed annually by December 31 and are automatically revoked after that date Interest income on short-term investments is recognized as it is earned. Exp_eRdit ur_es Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is incurred, except for accumulated vacation leave, which is recognized when paid. BUDGE 
Annually the Board adopts a budget thm is submitted to the Department of Health and Hospitals, as prescribed by LSA R.S. 1331:1342. The budget for the fiscal year ended June 30, 1997 was adopted on March 12, 1996. The budget for the fiscal year ended June 30, 1996 was adopted on November 21, 1994 and amended on August 14, 1995. The Board utilizes a budget prepared on a fiscal year basis using the same accounting procedures and practicx,~s that are used in preparing the armual financial statements. Although budget amounts lapse at year-end, the Board retains its unexpended fund balance to fund expenditures &the succeeding yem'. Formal budget integration is not employed as a management control device during the year. 



LOUISIANA STATE BOARD OF EMBALMERS AND FUNERAL DIRECTORS DEPARTMENT OF HE, ALTH AND HOSPITALS STATE OF LOUISIANA NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
2 - BUDGET PRACTICES (Continued) 
Title 

Variance- Favorable (Unfav_o_rable) Comments Travel and other chaqges $ 7,281 

Capital outlay (7,696) 

3 - CASH AND CASH EOUIVALENTS 

3_1 

The costs incurred for meetings and out-of- state attendance at corfferences was less than budgeted. Also, a new inspector/investigator was hired at the beginning of the fiscal year ended June 30, 1996 whose travel habits were different from those of the prior inspector/investigator upon which budgeted amounts were prepared. Due to the total breakdown of the Board's computer system during the fiscal year ended June 30, 1996, it was necessary to purchase new computers for approximately $10,000, which was not provided for in the budget. 
For reporting purposes, cash and cash equivalents include cash, demand deposits, time deposits, and certificates of deposit. Under state law the Board may deposit funds within a fiscal agent bank selected and designated by the Interim Emergency Board. Further, the Board may invest in time certificates of deposit &state banks organized under the laws of the State of Louisiana, national banks having their principal office in the State of Louisiana, in savings accounts or shares of savings and loan associations and savings banks and in share accounts and share certificate accounts of federally or state chartered credit unions. 



LOUISIANA STATE BOARD OF EMBALMERS AND FUNERAL DIRECTORS DEPARTMENT OF HEALTI~t ANI) HOSPITALS STATE OF I.OUISIANA 
NOTES TO FINANCIAL STATEMENTS (CONTI N UED) 

3 - CASH AND CASH ~IVALENTS (Continued) 

12 

At June 30, 1997, the carrying amount of the Board's deposits was $222,843 and the bank balance was $231,070. Of the bank balance, $231,(170 was covered by federal depository insurance. Cerlificates &deposit at June 30, 1997 consisted of the following 
D~~osito~: Date of 
Mutual Savings and Loan 04/19/97 Mutual Savings and Loan 06/13/97 Crescent Bank and Trust 06/30/97 

10/18/97 07/14/97 10/01/98 
Interest Rate _ 4.50% 4.89% 6.00% 

Accrued Amount Interest $ 43,830 52,258 _.__66~_724 $ 389 119 -0- 
Certificates of deposit are insured by the Federal Deposit Insurance Corporation. As reflected on the balance sheet, the Board had cash and cash equivalents totaling $222,943 at June 30, 1995. Cash and cash equivalents are slated at cost, which approximates market Under state/aw these deposits must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus lhe federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. These pledged securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank in the form of safekeeping receipts held by the stale, treasurer. 



LOUISIANA STATE BOARD OF EMBALMERS AND FUNERAL DIRECTORS DEPARTMENT OF HEALTtl AND tlOSPITALS STATE OF LOUISIANA 
NOTES TO FINANCIAL STATEMENTS (CONT1N UED) 

3 - CASH AND CASH EOUIVALENTS The deposits at June 30, 1997 were secured as follows 
Can3,ing Amount on Balance Sheet Bank Balances 

Certificates of Dejgosit 
$ 59,623 ~163.}20 __$222.943 

1. Insured (FDIC) or collateralized with securities held by the entity or its agent in the enti~'s_ name $ 68,258 $162,812 $ 231,070 2. Collateralized with securities held by pledging financial institution's trust department or agent in the entitg's name -0- 
3. Uncollateralized,, including any securities held for the entity but not_ in the entity's name 
4- 

-0- 

TOTAL Bank Balances .$ 68~258 $162~812 $ 231,070 VACATION AND SICK LEA 

13 

The Louisiana Slate Board of Embahners and Funeral Directors has the following polic.,, related to vacation and sick leave: 
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LOUISIANA STATE BOARD OF EMJ3ALMERS AND FUNERAL DIRECTORS I)EPARTMENT OF HEAl .TIt AND HOSPITAI.S STATE OF' I,OUIS1ANA NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
VACATION AND SICK LE (Continued) 

14 

At June 30, 1997, employees of the Board had accunmlated and vested $10,047 of employee leave benefits, which was computed in accordance with GASB Codification Section C60. Of this amount, $ -0- is recorded as an obligation of the General Fund and $10,047 is recorded within the General Long-Term Obligation Account Group because the Board does not expect to pay it out of current resources. No liability has been recorded for accumulated vacation time in excess of 300 hours or for accumulated sick leave which, upon retirement, are used to compute retirement benefits. 5 - !OTA_L__C_OIyMN ON BALA_NCE_ S_f_:IE_E:[~ The total column on the balance sheet is captioned "Memorandum Only" to indicate that it is presented only to facilitate financial maalysis. Data in this colunm does not present financial position in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation. Since the Louisiana State Board of Embahners and Funeral Directors consists of only one fund, no me,norandum totals are presented on the Statement of Revenues, F.xpendilures and Changes in Fund Balance or the Statemenls &Revenues, Expenditures and Fund Balance - Budget (GAAP Basis) and Actual. 
6 - CttANGES IN GENERAL FIXED ASSFTS The changes i1~ general fixed assets follows For the year ended June 30, 1996 
Furniture and equipment Automobiles 

Beginning Balance _Ad_di_(ion_s 
$29,184 11.476 $ 10,195 -0o $ (6,937) -0- 

Ending Balance 
$ 32,442 11,476 Totals $~ 6_6~ ~. !._()Jg,{ $~6,23__7) $ 43~918 



LOUISIANA STATE BOARD OF FAX4BA1..MERS AND FUNERAL DIRECTORS DEPARTMENT OF tlEALTH AND HOSPITALS STATE OF I.OUI Sl AN A NOTES 'I"O FINANCIAL STATEMENTS (CONTI N UED) 
6 - CHANGES 1N GENERAL FIXED ASSETS (Continued) 
For the year ended June 30, 1997 

Ful'niture and equipment Automobiles 
Beginning Balance AAJst_itjgms _Dispositions 
$ 32,442 _11,476 $ 1,962 ~0_- $ (1,696) -0- 

Ending Balance 
$ 32,708 ] 1~476 Totals $43~ 8 .$. !A62 ~AL~2~) ~44A 84 

15 

In accordance with LSA R.S. 39:321-332, the Board has complied with the Louisiana movable property statutes. 7 - EMPLOYEE PENSION PLAN 
Substantially all employees of tile Board are members of the Louisiana State Employees Retirement System (System), a cost--sharing nmltiple-employer defined benefit public employee retirement system (PERS). The System is a statewide public: retirement system for the benefit of state employees, which is administered and controlled by a separate board of trustees. Contributions &participating state agencies are pooled within the System to fund accrued benefits, with contribution rates approved by the Louisiana Legislature. In addition to the employee contribution withheld at 7.5% &covered payroll fol the fiscal years ended June 30, 1997 and 1996, the Board contributed an additional 12.4% and 12.0% of covered payroll for the years ended June 30, 1997 and 1996, respectively. Contributions to the system were funded through employee contributions of $7,242 and $6,934 for the years ended June 30, 1997 and 1996, respectively, and employer contributions of$11,974 and $11,095 for the years ended June 30, 1997 and 1996, respectively. The Board contributed $11,974, $11,095 and $10,510 to the System for the years ended June 30, 1997, 1996 and 1995, respectively, which represented 100% of the required contribution for each year. The total payroll &the Board was $97,811 and $93,772 for the years ended June 30, 1997 and 1996, respectively, and the total payroll covered by the System was $96,560 and $92,458 for the years ended June 30, 1997 and 1996, respectively. Under present statutes, the Board does not guarantee any of the benefits granted by the Retirement System. 



LOUISIANA STATE BOARD OF I~MBALMERS AND FUNERAL DIRECTORS DEPARTMENT OF tlIi:ALTtt AND HOSPITALS STATE OF I,OUISIANA NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
7 - EMPLOYEE PENSION PLAN (Continued) 

16 

All full-time Board employees are eligible to participate in the System Benefits vest with 10 years of service. At retirement age, employees are entitled to annual benefits equal to $300 plus 2.5 per cent &their highest conseculive 36 months' average salary multiplied by their years of credited service. Vested employees may retire at (a) any age with 30 years of service, (b) age 55 with 25 years of service, or (c) age 60 with 10 years of service. The System also provides death and disability benefits. Benefits are established by state statute 
ttistorical trend information showing the System's progress in accumulating sufficient assets to pay benefits when due is presented in the System's 1997 comprehensive annual financial report which is separately issued. Benefits granted by the System are guaranteed by the State of Louisiana under the Louisiana Constitution of 1974. 8 - POSTRET]REMENT HEALTH CARE AND LIFE INSURANCE BENEFITS 
The Board provides certain continuing health care and life insurance benefits for ils retired employees. Substm~tially all ofthe Board employees become eligible for those benefit s if they reach normal retirement age while working for the Board. Those benefits for retirees and similar benefits for active employees are provided lhrough an insurance company whose monthly premiums are paid jointly by the employee and by the Board. The Board's cost of providing retiree health care and life insurance benefits are recognized as expenditures when the monthly premiums are paid. For the years ended June 30, 1997 and 1996 the costs of retiree benefits totaled $1,523 and $1,211, respectively. 9 - LEASE 
The Board occupies leased premises al 3500 N. Causeway Blvd., Suite 1232, Metairie, Louisiana on a three-year operating lease which expires February 28, 1998. The lease requires monthly rental payments of $1,722. All taxes, utilities and building maintenance are paid by the lessor. Rent expense for the years ended June 30, 1997 and 1996 was $20,663 and $20,663, respectively. 
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LOUISIANA STATE BOARD OF EMBAI,MERS AND FUNERAL DIRECTORS DEPARTMENT OF ttEALTtt AND HOSPITALS STATE OF 1,OUIS1ANA 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

~,4 OBLIGATIONS ANGES IN 

17 

The following is a summary of the long-term obligation transactions during the two years ended June 30, 1997: Accumulated annual leave at June 30, 1995 Additions Reductions Accumulated annual leave at June 30, 1996 Additions Reductions Accumulated annual leave at June 30, 1997 

$ 7,456 469 -0- 7,925 2,122 -0- 
Certain of the Board's employees have accumulated annual leave in excess of the 300 hour maximum refe~led to in Note 4. In those cases, increases in accumulated annual leave arise primarily from annual increases in hourly wage rates applied to the hours accumulated. 
11 .- LITIGATION AND CLAIMS At June 30, 1997, the Board was not involved in any litigation and was not aware of any claims which would not be covered by insunmce as provided by coverages self-insured by the Louisiana Department of Risk Management. I)uring the years ended June 30, 1997 and 1996, legal fees of $44,291 and $26,153, respectively, were incurred and recorded as expenditures in the general fund. 12 -. FEE INCREASES 
Pursuant to the passage of House Bill 123 during the fiscal year ended June 30, 1995, individual embalmer and funeral director a~mual renewal fees were increased from $25 to $50, funeral home annual renewal fees were increased from $300 to $400, new funeral home licenses and ownership change fees were increased fiom $500 to $7.';0, and board member per diem allowances were increased from $50 to $100 effective August 15, 1995. 



DERBES & COMPANY CERql IFIED PUBLIC ACCOUN]ANTS. L.L .O 
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DERBES ~~ COMPANY CERTIFIED PUBLIC A(2-(;OUNTAN1 S, L.L .C 3oz7 RIDGELAKE IDP{I\IE POST OFFICE BOX 8176 ME]AIRIE, LOUISIANA 7001 "( ELEPHONE: 504/~~37-22OO TE LEC OF'IE R: 504/837-2214 ALBERT J, DERBES, III, C P.A HUGH J POSNER. CPAo ~ A PFIOF~SSIONAL ACCOUN~ING COFI r C,~AT .~tq 
INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITIt LAWS AND RI~;GULATIONS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Louisiana State Board of Embalmers and Funeral f)irectors Department of Health and Hospitals Stede of Louisiana Metaifie, Louisiana 

20 

We have audited the financial statements of the Louisiana State Board of Embalmers and Funeral Directors (the Board), a component unit of the State of Louisiana, as of June 30, 1997 and for the years ended June 30, 1997 and 1996, and have issued our report thereon dated September 12, 1997. We conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States, and the Louisiana Governmental Audil Guide. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial st~ltements are free of material misstatement. Compliance with laws, regulations and contracts applicable to the Louisiana State Board of Embalmers and Funeral Directors is the responsibility &the Board. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Board's compfiance with certain laws, regulations and contracts. ] ]owever, the objective of our audit of the financial statements was not to pTovide a~a opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. 
The results of our tests disclosed the following instances of noncompliance that are required to be reported herein under Government Auditing Standards. 

MEMBERS;: AMERICAN INSTITU'IE OF {:ERTIFIED PUBLIC ACCOUNTAt~T~ SOCIETY OF LOUISIANA CER'IIFIED PUBLIC ACCOUNTANTS 



Professional Service Contrac 
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The Louisiana State Board of Embalmers and Funeral Directors enlered into a contract for legal services without complying wilh all provisions of the Louisiana statutes and the Louisiana Administrative Code. Our examination of the Board's contract for legal services disclosed the following: 
The contract for the period commencing April 1, 1996 and terminaling on March 31, 1997 specified the maximum amount of expenditures to be $25,000. ttowever, during the contiact period, the Board paid the contractor $35,974, &which $2,640 was recovered by the Board in reimbursement of legal costs incurred during the period. A contract modification would require the approval of the Office of Contractual Review because LSA R. S. 39:1484 (5) and (6) defines contracts to include all contract modifications and LSA R.S. 39:1502 requires the approval of that office. This condition occurred because the Board was unaware of its obligation regarding the above cited stattrtes and regulations. As a result, $8,334 of expenditures were incurred without proper approvals. The Board should ensure that all future contract modifications are properly approved as required by Louisiana statutes and regulations. Furthermore, the Board should monitor expenditures incurred under contracts to ensure that payments do not exceed the terms of the contract. 
I nvesl ments On July 1, 1997, the Board inw:sted $66,724 in a time certificate deposit at Crescent Bank and ]'rust which matures on October 1, 1998. I,SA R.S. 49:327 (D) stales that time certificates of deposit shall mature no~ more than twelve months after the date of their purchase. This condition occurred because the Board was not aware of the above cited statute. We considered these instances of noncompliance in forming our opinion on whether the financial statements of the Louisiana State Board of Embahners and Funeral Directors are presented fairly, in all material respects, in conformity with generally accepted accounting principles, and this report does not affect our report dated September 12, 1997, on those financial statements. TNs report is intended for lbe information of management, the Department oflteahh and Ilospitals, the, Legislative Auditor of the State of Louisiana, and the Office of Statewide Reporting and Accounting Policy. Tiffs restriction is not intended to limit the distribution of this report, which is a matter of public record. 

September 12, 1997 
DERBES & COMPANY CEFITIFIED PUBLIC ACCOUNIAN~S, L.LC, 3027 RIDGELAKE DRIVE ~ POS'/ OFFICE BOX 8176 ~ METAIRllE, LOUIStANA 70011 ~ TELEPHONE 504/837-2200 
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We have audited the financial statements of the Louisiana State Board of t?~.mbahners and Funeral Directors (the Board), a component unit of the State of Louisiana, as of June 30, 1997 and for the years ended June 30, 1997 and 1996, mid have issued our ~eport thereon dated September 12, 1997. We conducted our' audit in accordance with generally accepted auditing standards, Goverament Auditing Standards, issued by the Comptroller General of the United States, and the Louisiana Governmental Andil Guide. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free ofnmterial misstatement. The management of the Louisiana State Board of Embahners and Funeral Directors is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure l:,olicies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolut.e, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial stalements in accordance with generally accel)ted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk thai; procedures may become inadequate becanse of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 
MI:MBERS: AMERICAN INSTITUTE OF CE RTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 



23 
In planning and performing our audit of the financial statements of the Louisiana State Board of Embalmers and Funeral Directors for the years ended June 30, 1997 and 1996, we obtained an understanding of the design of relevant policies and t)~ ocedures and whether they have been placed in ,operation, and we assessed control risk in order to determine our auditing procedures for the pulpose of expressing our opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. 
Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be material weatolesses under standards establishcd by lhe American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the internal control structure element s does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the intern',d control structure and its operation that we consider to be material weaknesses as defined above. This report is intended for the information of management, the Department of Health and Hospitals, the Legislative Auditor of the State of Louisiana, and the Office of Statewide Reporting and Ao.zounting Policy. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 

September 12, 1997 

DERBES & COMPANY CERTIF IE[I PUBLIC ACCOUNTANTS, L.C,C. 3027 RIDGELAKIE DRIVE O, POST OFFICE BOX 8176 ~ METAIRIE, LOUtStANA 70011 II 'TELEPRONE 5041837-2200 


