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As part of our audit of the State of Louisiana's financial statem ents for the year ended June 30, 
1999, we conducted certain procedures at the Executive Departm ent. Our procedures included 

(1) a review of the department's internal control; (2) tests of financial transactions; (3) tests of 
adherence to applicable laws, regulations, policies, and procedures governing financial 
activities; and (4) a review of compliance with prior year report recommendations. 

The June 30, 1999, Annual Fiscal Report of the Executive Departm ent was not audited or 
reviewed by us, and, accordingly, we do not express an opinion or any other form of assurance 
on that report. The departm ent's accounts are an integral part of the State of Louisiana's 
financial statem ents, upon which the Louisiana Legislative Auditor expresses an opinion. 

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

In our prior m anagem ent letter dated Decem ber 11, 1998, we reported findings concerning 
internal audit function, inadequate fund balance - Patients' Com pensation Fund, electronic data 
processing control weaknesses - Patients' Com pensation Fund, inadequate uniform payroll 
system controls - Executive Offi ce, weaknesses in controls over claims payments - Patients' 
Com pensation Fund, inadequate subrecipient m onitoring, and inaccurate federal financial 
reports. The findings relating to the internal audit function, inadequate fund balance - Patients' 
Com pensation Fund, electronic data processing control weaknesses - Patients' Com pensation 
Fund, inadequate uniform payroll system controls - Executive Offi ce, and inadequate 
subrecipient m onitoring have not been resolved and are addressed again in this report. The 
rem aining findings addressed in our previous m anagem ent letter were resolved by 
m anagement. 

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

For the eighth consecutive year, the Executive Departm ent did not have an effective 
internal audit function to examine, evaluate, and report on its internal controls (including 
data processing) and to evaluate compliance with the policies and procedures that 
com prise internal controls. 

Considering the department's reported assets of $108,892,316 and its operating 
revenues of $337,239,832, an effective internal audit function is important to ensure that 
the departm ent's assets are safeguarded and that the department's policies and 
procedures are uniformly applied. Furthermore, the Appropriation Act (Act 19, Section 
6C) of the 1998 Regular Session of the Louisiana Legislature states that the budget 
request of any agency with an appropriation level of $30 m illion or more must include 
w ithin its existing table of organization the position of internal auditor. The departm ent 
did not include the position of internal auditor in its budget request for fiscal year 1999 
as required by state law . 

The Executive Departm ent should take the necessary steps to establish an effective 
internal audit function. M anagem ent concurred with the finding and recom mendation 
and outlined a plan of corrective action (see Appendix A, page 1). 

nadequate Payroll System Controls - 
Executive Office 

For the third consecutive year, the Executive Office did not have adequate internat 
control procedures relating to payroll transactions input into the Uniform Payroll System . 
Adequate controls require that em ployees and supervisors certify the hours of 
attendance or absence from duty on tim e and attendance records. 

In a review of tim e and attendance records for 13 unclassified em ployees for two pay 
periods, the following exceptions were noted: 

Six executive staff em ployees who earn annual and sick leave did not 
have tim e and attendance records--five for two pay periods and one for 
one pay period. 

O ne em ployee who was required to certify her hours of attendance and 
absence from duty under an interagency agreem ent with the Louisiana 
Departm ent of Education did not have tim e and attendance records for 
one pay period. 

O ne em ployee did not subm it a leave slip for leave taken. 
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These exceptions are the result of either isolated problem s or m anagem ent's policy not 
to require tim e and attendance records for executive staff, w hich increases the risk that 
errors and fraud could occur and not be detected tim ely. 

M anagem ent should establish internal control procedures that require time, attendance 
and leave records for each em ployee, which would be signed by the em ployee and 
approved by the appropriate supervisor. M anagem ent partially concurred with the 

finding and has implemented a plan of corrective action (see Appendix A, page 2). By 
policy, m anagem ent exem pts executive staff m em bers appointed by the G overnor from 
subm itting tim e sheets on a regular basis. 

Additional Com m ents: Tim e and attendance records should be m aintained for all 
em ployees including executive staff to ensure that state expenditures are supported by 
written documentation and that state em ployees are accountable for their tim e. 

Electronic Data Processing Control W eaknesses - 
Patients' Com pensation Fund 

For the second consecutive year, the Patients' Com pensation Fund Oversight Board did 
not establish adequate internal controls over the electronic data processing (EDP) 
system used by the board to process over $60 million in claims-related payments for the 
Patients' Compensation Fund (PCF). General EDP controls are part of an adequate 
control environment as are control procedures over (1) application program 
development and maintenance, (2) logical access to programs and data, and 
(3) segregation of duties. Good general EDP controls are necessary to preserve the 
integrity and security of the system and to provide reliance on the results produced by 
the system . Good EDP application controls are necessary to ensure that transactions 
and financial inform ation are com plete, tim ely, and accurate. 

During a review of the general and EDP application controls, the following deficiencies 
were noted: 

2 

Inform ation system responsibilities of m anagem ent and staff were not 

adequately defined either in job descriptions or in agency policies and 
procedures. 

Procedures in place were not adequate to document and ensure that 
current or new com puterized inform ation system s were properly planned, 
developed, im plem ented, m odified, secured, and supported to m eet PCF 
objectives and user needs. 
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Policies and procedures were inadequate to lim it access to the 
inform ation systems network or to secure the database for claim s 
paym ents. 

There w as inadequate written docum entation of input or output reports 
available for m anagem ent to m onitor and ensure that all data were 
com plete and accurate. 

Key data elem ents containing reserve am ounts, payable am ounts, and 
paid am ounts with related calculations were not explained in the system 
docum entation. 

These deficiencies could affect the integrity and security of program s, processing, and 
data. As a result, there is a risk that program s and data could be accessed and 
m odified without proper authorization, review, and approval. 

The Patients' Com pensation Board should establish adequate internal controls over 
EDP to ensure the integrity of program s, processing, and data and to ensure the 
com pleteness and accuracy of financial inform ation. M anagement concurred or 
concurred in part with the findings and recom m endations. For item 2, m anagem ent did 
not concur because progress has been m ade since the auditor's review in June 1999. 

Management is implementing a plan of corrective action (see Appendix A, page 5). 

Lack of Controls Over Medical 
M alpractice Prem ium s - 
Patients' Com pensation Fund 

The Patient's Com pensation Fund Oversight Board did not have adequate segregation 
of duties, did not deposit and record approximately $13 million in receipts timely, and did 
not have proof of financial responsibility on file for all self-insured health care providers 
as required by state law. A good internal control system requires the departm ent to 
establish procedures to properly safeguard its assets and segregate duties to ensure 
that one person is not in the position to both initiate and conceal errors or fraud. Proper 
cash m anagem ent practices and Article 7, Section 9 of the 1974 Louisiana Constitution 
also require that m onies be deposited im m ediately upon receipt in the state treasury. In 

addition, Louisiana Revised Statute 40:1299.42(E) requires self-insured health care 
providers to deposit with the board $125,000 in money or other security as proof of 
financial responsibility. 

The following weaknesses were noted in internal controls over the collection of m edica 
m alpractice prem ium s: 
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The same person who receives the paym ents records the paym ents in 
the subsidiary records, prepares billing statem ents, and re conciles the 
subsidiary records to am ounts deposited and recorded in the general 

ledger system (AFS). 

As of January 14, 1999, the department had not deposited approxim ately 
$13 million in checks received between December 4, 1998, and 
Decem ber 30. 1998. 

In a test of 17 receipts and related health care provider files, none of the 
17 receipts were recorded in the subsidiary records, and there was no 
evidence in the files to docum ent that two self-insured health care 
providers deposited $125,000 in money or securities with the board as 
required by law. 

Failure to develop and im plem ent adequate controls over cash collections for m edical 
m alpractice prem ium s increases the risk that funds could be lost and that fraud and 
errors could occur and not be detected tim ely. 

M anagem ent should segregate the incom patible duties of receiving and recording 
paym ents, establish procedures to ensure paym ents are deposited im m ediately 
according to the constitution, and m aintain evidence of security deposits on file 
according to state law. M anagem ent concurred with the finding and recom mendations 
and outlined a corrective action plan (see Appendix A, page 9). 

nadequate Fund Balance - 
Patients' Com pensation Fund 

For the eighth consecutive year, the Executive Departm ent, Patients' Com pensation 
Fund Oversight Board, did not m aintain an adequate surplus in the Patients' 
Com pensation Fund as required by Louisiana law. Louisiana Revised Statute 

40:1299.44(A)(6)(a) requires that a surplus of 50% of the annual surcharge premiums, 
reserves established for individual claim s, reserves established for incurred but not 
reported claim s, and expenses be m aintained in the fund. 

For the fiscat year ended June 30, 1999, the accum ulated balance of surcharges, 
reserves, and expenses is estimated to be :$410,722,038, which under Louisiana law 
would require a fund balance of $205,361,019. As of June 30, 1999, the actual fund 
balance was $71,597,885, resulting in a shortfall of $133,763,134. This shortfall 
resulted from practices in effect before the Patients' Com pensation Fund Oversight 
Board was created, whereby rates for m edical m alpractice prem ium s were not set 
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based on experience ratings, including historical losses, interest paym ents, and future 
m edical am ounts. 

The board should establish an adequate rate level to achieve the 50% surplus 
requirem ent over a reasonable period of time. The board concurred with the finding and 
recommendation and outlined a plan of corrective action (see Appendix A, page 13). 

nadequate Subrecipient M onitoring 

For the second consecutive year, the Louisiana Federal Property Assistance Agency 
(LFPAA) did not have an adequate monitoring system to ensure that subrecipients 
receiving federal funds com plied with applicable federal regulations and agency policy. 
The receipt of surplus property under the Donation of Federal Surplus Personal Property 
Program (CFDA 39.003) is considered a federal award under federal regulations. The 
Office of Management and Budget (OMB) Circular A-133 requires that the LFPAA, as a 
pass-through entity, ensure that subrecipients expending $300,000 or more in federal 
awards during the subrecipient's fiscal year receive a single audit or program specific 
audit for that year. Furtherm ore, agency procedures require the com pliance officer to 
m onitor the receipt of audit reports from subrecipients needing audits. 

Audit tests of 20 subrecipients that received federal surplus property during fiscal year 
1999 disclosed that no audit reports were on file for these subrecipients. Also, there 
was no evidence that LFPAA asked the subrecipients for their prior year expenditures of 
federal funds from all sources to determ ine whether or not an audit was required. 

M anagem ent has not im plem ented a system to ensure that required audits are 

performed. Failure to ensure that federal subrecipients are audited subjects the agency 
to noncom pliance with federal regulations and agency policy. 

LFPAA should provide for an adequate m onitoring system to ensure that subrecipients 
spending $300,000 or more in federal funds are audited in accordance with federal 
regulations and agency policy. M anagem ent did not concur with the finding and 
recom m endation because it does not believe LFPAA is required to m onitor and m aintain 
a file of audited financial reports for agencies that receive federal funding in excess of 
$300,000 from all federal agencies (see Appendix A, page 15). 

Additional Com m ents: O M B Circular A-133 requires that the LFPAA, as a pass- 
through entity, ensures that subrecipients expending $300,000 or more in federal 
awards during the subrecipient's fiscal year receive a single audit or program specific 
audit for that year. Furtherm ore, agency proce dures require the com pliance offi cer to 
m onitor the receipt of audit reports from subrecipients needing audits. 
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The recommendations in this report represent, in our judgment, those most likely to bring about 
beneficial im provem ents to the operations of the department. The varying nature of the 
recom m endations, their im plem entation costs, and their potential im pact on the operations of 
the departm ent should be considered in reaching decisions on courses of action. Findings 
related to the departm ent's com pliance with applicable laws and regulations should be 
addressed im m ediately by m anagem ent. 

This report is intended for the inform ation and use of the Executive Departm ent and its 
m anagem ent. By provisions of state law, this report is a public docum ent, and it has been 
distributed to appropriate public offi cials. 

BM :W M B:PEP:ss 

[EXECJ 

Respectfully subm itted 

Legislative Auditor 
~A, CFE 



A ppendix A  

M anagem ent's C orrective A ction Plans 
and R esponses to the 

Findings and Recom m endations 



~1. ,I. "M IKE" FOS'I'FR..11~. 
GOV}~RNOR 

~ tMt" of ~oad~iaua 
D IVISIO N C)l AI)M INISIRAqK)N 

O FFICE O F TH E CO M M ISSIO N ER 

Dr. Daniel G . Kyle, CPA , CFE 
Legislative Auditor 
1600 North Third Street 
P. O . Box 94397 
Baton Rouge, Louisiana 70804-9397 

August 26, 1999 

I~'|AR K C. I)RENNEN 
COMM ISSIONER OF ADM INIS1 RATION 

Dear Dr. Kyle: 

Re: Audit Com m ent-Lack of internal Audit Function in the Executive Departm ent 

W e concur w ith the finding on this issue. This departm ent did subm it a 
request for 3 positions and $167,241 dollars in its fiscal year 1999-2000 budget 
request. Due to revenue constraints and inadequate pay levels this item  w as not 
approved for funding w ithin the Governor's Executive Budget subm ission. W e w  
again request funding for this activity in our fiscal year 2000-2001 budget 
subm ission. 

W hile funding has been an issue, another issue rem ains w hich has prevented 
im plem entation w ithin this agency. A lthough Civil Service positions have been 
established, it rem ains our opinion, that the pay grade allocations provided are 

inadequate to attract the level of personnel having the qualification to perform  this 
function. Filling of positions w ith personnel not having the experience and 
qualifications to perform  the functions is not a practical resolution. 

W e agree this issue is im portant, not only to this departm ent, but to a 
departm ents. 

M CD/wjk 

t 

Sincerely 

M ark C. Drennen 
Com m issioner of A dm inistration 

C)U:IC[ O F Tit[ CO M M ISSIO NER * P.O . BO X 94095 ~ BAqO N RO UG[ 
(504) 342-7000 ,FAX (504) 342-1057 
AN [QUA| OPPORTUNI3 Y EMPI OY} R 
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GOVERNOR 

October 13, 1999 

Dr. Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
Post Office Box 94397 
Baton Rouge, LA 70804-9397 

~,~fale of ~nni~iana 
OF/ICE OF THE GOVERNOR 

~ntnn ~{nu~ 
70804-90D4 

POSl OFFICE t~O~ 9aO0a 
(225) 342-7015 

D ear Dr. Kyle: 

M y offi ce is in receipt of your audit findings w ithin the Office  of the G overnor's payroll system 
controls. Upon receipt and review of your findings, w e are providin g the following response. 

Finding l 

Finding 2 

W e concur w ith your findings. H ow ever, these are employees that are not required 
to submit tim e sheets. Tim e sheets are only required by these employees w hen 

there is no contact with the office. (M emorandum attached ) 

W e concur w ith the finding. H ow ever, that employee does subm it a tim e and 
attendance sheet. It w as our policy that an exempted employee did not have to 
subm it a tim e and attendance sheet until that exem pted employee was unable to be 
reached by cell or pager. This has been corrected for the em ployee in question. 

Finding 3: 

~ W e concur w ith your findings. This has been corrected 

In response to our policy not to require time and attendance records for all employees, you indicated 
that we lack emphasis on compliance wi th existing internal control procedures and state rules and 
regulations, thereby increa sing the risk that errors and fraud could occur and not be detected timely. 
W e do not agree w ith your statem ent on thi s particular issue. 
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The employees that are exempted from submitting a time and attendance sheet on a regular basis are 
the senior staffmembers that have been appointed by Govern or Foster and answer directly to him for 
their tim e. 

These individuals are on call twenty-four hours a day, seven days a week. Therefore, it is the policy 
of this offi ce that such individuals are required to subm it a tim e and attendance sheet only w hen they 

are out of the office and cannot be contacted by the Governor or anyone on staff (See attached 
memorandum) 

The above findings in your report have been corrected . All necessary corrections have been m ade 
to insure that all tim e and attendance records are properly m aintained according to Executive 
Order M JF 96-79. 

Chief of Staff 



M 

To: 

From: 

Subject 

Date: 

M 0 

Senior Management Sloff 

S[ephen Perry/Susan Hoffmon 

Payroll Issues 

Moy 11, 1999 

A M 

Just o few issues I would like to cover since the Governor has signed the Executive Order allowing oli 
unclassified exampled employees to earn leave. The Governor signed this order an May 27, 1998. 
lhis memorandum shall be consider on ofticiol rule that has been set torth by this office. 

As stated in the executive order Section 21-A; Leave records shall be moiNoined for all unclassified 
appointees. [his simply means that if you ore on unclassified exempted employee, which you ore, you 
would hove to complete o time sheet and leave slip only if you ore on leave. If you ore out of the 
office and cannot be contacted because of illness, voco

.
tbn, ecl., you ore considered on leave and will 

be required to submit o time sheet and leave slip for that porlicular pay period. II you ore out ol the 
office and you ore called, paged or summonsed back to the office, you ore not considered on official 
leave and no lime shoal or leave slip is required. 

I am requesting that all exempted employees, which ore ~he Senior Management Staff, please adhere 
to these rules that have been set fodh by this executive order. 

If there ore on), questions, please advise 

"[honk you tar your usual and continued cooperation 
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M .J."M IKE"FOSTER, JR 
GOVERNOR 

PATIENTS' CO M PENSA"flON FUND 

Dr. Daniel G. Kyle, CPA, CFE 
Legislative Auditor 
P. O. Box 94397 
Baton Rouge, LA 70804 

D ear D r. Kyle 

August 20, 1999 

P.O . BOX 3718 
BATO N RO UGE, LA 70821 

(504) 342-8784 

This wilt acknowledge receipt of the audit findings relative to the electronic data process 
controls within this Itgeney. The Patient's Compensation Fund Oversight Board's 
response to the deficiencies is attached. 

W hile w e concur in part wi th all the findings, w e are still undergoing th e co mputer 
system co nversion, which was begun last year. W e are very near the co mp letion of the 
project and are co ntinuously addressingtthe co ncerns cited in this audit fin ding. 

Sincerely, 

Seth E. K eener, Jr. 
Acting Executive D irector 

SEK/ll 

An Equal Opportunity Employer 
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PATIENT'S COM PENSATION FU ND 

RESPON SE TO LEGISLATIVE AUD IT FIND IN GS RE GARD IN G EDP CONTROLS 

Contact persons responsible for corrective action: 
Lorraine LeBlanc, Claim s M anager 
D ianne G afford, Inform ation System s N etw ork Tech 2 

1. Responsibilities not adequately defined - Concur in pan 

Due to the audit findings last year, the job duties of the computer support person were 
redefined and a new poSitioa~de~c"ription written to upgrade the position:*(This has 
been accomplished and it is felt the job description defines the responsibilities of-the '~ 
inform ation system s person as it relates to m anagem ent. The position description, 
the organizational flow chart show the IS Tech is directly supervised  by the Claims 
M anager. The Interagency Agr eement between ttie: PCF and ORM , clearly shows the 
ORM  is responsible for maintaining all data and reco rds. The ORM  person directly 
responsible for th is function is, again, the State Risk Claim s M anager. The position 
description states the IS Tech is expected  to assist all office personnel with the 
co mputer system . This includes generating reports requested by the executive office 
and th e Board. 

As w e ar e now entering the final stages of the co mputer system renovation, steps are 
being taken to develop interoffice procedures to be used  to report problem s that arise. 
This w ill fu rther define th e duties of th e IS Tech as th ey relate to all personn el w ithin 
the agency, especially during the one year post-instaUation period allow ed  in the 
co ntract . 

2. Procedures are inadequate regar ding new co mputer system - Do not co ncur 

The new computer system w as planned  and developed by Cam sofl per the RFP 
approved  by the State Offi. ce of Contractual Review 's Pr ocurement Suppo rt Team , 
th e proposal submitted  by Cam soft, which was  drawn up after reviewing the old 
systems, and several m eetings w ith various perso nnel from this offi ce . It is being 
implemented  and modified on a daily basis an d we are in the final stages at this time. 
A ~*reat deal of progress has  been m ade since the review by the Legislative Auditor in 
June 1999. As the system is being used, all personnel wi thin this office co m pile lists 
of problem s or "bugs" th at need co rrecting and th ese are given the IS Tech to forward 
to Cams oft. Cam soft co ntinues to address these problem s on a daily bas is. The 
number of problem s has bee n gr eatly redlDced in the last two wee ks. 
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W e are completely in the new system and use the tw o old system s as m eans of 
checking the new system for accuracy. W e are also testing to be sure that all 
necessary functions and features ar e included and working properly. This is done on 
a daily basis, Final paym ent will not be made until all term s of the contract have been 
m et. 

The contract mandates Cam sofl to continue to co rrect problem s not found prior to the 
project being co nsidered co mplete for up to one year, Procedures have now been 
written regarding the flow of complaints and problem s during this period, to ensure 
the integrity of the overall system . 

For fu rther support of the new system , PCF an d Cam soft have entered into 
m aintenance and technical support co nt ract that will enable us to fu rther modify the 
program  to m eet needs as they arise in the future. 

1. Policies and Procedures ar e inadequate regar ding access - Concur in part 

All personnel ar e required to use passwords to access the netw ork. Each employee 
has a level of authorization established in the computer, which is set based  on his or 
her job duties. This was set up in the old system. The new system continues to have 
a security system, which limits access to employees outside their specific job 
funct ions. The new security system is in place. A s em ployees leave, their ability to 
access the netw ork is terminated as they ar e placed on an  inactive status. Th e security 
system is m aintained  by the IS Tec h and she is the only person within the PCF that 

has access to the program at this time (other then the vendor installing the system). 
The new sec urity has  been tested  an d found to work appropriately. 

The servers ar e kept locked to prevent unauthorized use. They ar e not kept in a 
locked room , as one is not available in our current situation. 

Al l softwar e an d hardwar e is cataloged an d inventoried as appropriate. Softw ar e an d 
licenses are kept in a secure place. The backup an d recovery system was upgraded to 
Backu p Exec when the new server was purchas ed  to support the new system . 

Backups are run daily and tapes stored at the PCF Executive Office , an offsite 
location. 

W e feel w e have m ore than adeq uately lim ited access to the systems netw ork an d 
ha ve secured th e databas e. Form al written policies and procedures are being 
developed regar ding the progr am  security, although several interoffi ce memos have 
been written regarding this issue. 

7 
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4. Inadequate documentation of reports available - Concur 

The agency has been able to produce quarterly reports and annual reports as 
necessary using the old system . This system was extremely complicated an d not user 
friendly, thus lim iting the ability of non-program m ing personnel to obtain 
information. The new system is expected to be sim pler; however, we have not been 
provided sam ples or training on the use of the reporting capabilities of the system . A 
user m anual has been prepared  and it being revi sed  by Cam sofl. It is expected to be 
available within a w eek. Specific lists of req uired  reports w ere given to Cam sofl and 
are expected to be programm ed  into the system by Cam sofl, as  part of the contraau',d 
agreem ent. Cam sofl is still setting up these reports within the system . Once that is 
accomplished, Cam sofl will initiate traini ng of key personn el and then PCF will begin 
testing. Additional training wi ll be obtained from an  outside source  to ensure that 
PCF optim izes the capability of th e A ccess progr am  nov,' on the system . 

H ow ever, there ar e som e reports currently in use, w hich do allow m onitoring of data. 
These include the check register, the refund batch report an d the surchar ge batch 
report. All these features ar e in the new system  and w orking coi'rectiy. Also, the 
current system determ ines the panel and claim num bers autom atically. This increases 
accuracy and helps to elim inate duplica tes. Thi s featu re w as  not available wi th the 
old system . As a fu rther check on inform ation input, work has been segregated  so 
that no one person inputs all th e com puter inf orm ation. This allow s the first person's 
work to be reviewed  during the initial input process an d errors identified and 
co rrected . 

5. Key data elements not explained - Concur in part. 

W e ha ve requested  a co py of the record layout showing every data elem ent used 
along with a complete flowchart of the entire system . This documentation wi ll show 
the prec ise flow of the data process, every file used and all data elem ents used. Thi s 
inform ation w ill verify and docum ent not only th e key data elem ents used , but also 
every  data elem ent in the applica tion. Because thi s inform ation w as not provi ded  by 
the previous vendor, th e co ntract w as  specifically structured  to require that Cam soR, 
the current vendor, provide this inform ation and, as much of the project is co mplete, 
this inf orm ation should now be available. The only changes th at might be made 
m ight be in the flow chart, as  the applica tion is changed  to fix "bugs' an d tighten 
security. 
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This will acknowledge receipt of the audit findings relative to the controls over medical 
malpractice premium s. The Patient's Compensation Fund Oversight Board's response to 
the itemized deficiencies is attached . 

It is felt that with additional personnel and th e implem entation of the new computer 
system , there wi ll be no further findings of deficiencies in these areas. 

Sincerely 

Seth E. K 
State Risk D irect or 

SEK, Jr./] 

An Equal Opportunity Employer 



M ay 3, 1999 

RESPON SE TO LEGISLATIVE AUD IT FIN DING S OF APRIL 27, 1999 

Contact Persons responsible for corrective action: 
Lorraine LeBlanc, Claim s M anager 
Cheryl Jackson, M edical M alpractice Director 
Sandra Alford, Accountant II 

O ne person with m ultiple duties - Concur with finding. 

W e were already aw are of the problem wi th the handling of the receipts of and 
posting of the paym ents. D ue to lack of personnel, co rrective action w as delayed. 
The 1998-1999 budget included an additional person, an  acco untan t technician, w ho 
was to be given some of these duties. This position was filled  on 2/15/99 an d the 
responsibility for receipt of the cheeks has been transferred to the new person. 

Corrective action taken: As of 2/16/99, all chee ks are being sent daily to the acco unt 
tech, who then prepar es the batch list and copies the checks. The actual checks are 
given to the accountan t who prepares th e deposit lists an d se nds the checks to the 
Treasurer's offi ce. The tech th en se nds the batch list, copies of the checks an d any 
documentation tha t was sent wi th the checks, back to the administrative specialist. 
The specialist records the paym ents to the appropriate health care provider's record in 
th e com puter. The specialist reconciles the co mputer records wi th the batch list upon 
completion of posting. The acco untant sends the m ed ical m alpractice director the 
m onthly ledger system printout and this is reconciled  w ith the paym ents posted 
during that m onth. Further, the billing statem ents wi ll be done by the statistical tee h 
as of M ay 1, 1999. Thus, the inco mpatible duties have now been segregated 

Checks not deposited - Concur 

Disciplinary action ha s bee n taken towar ds the individual responsible for this task. 
She w as w ell aw ar e of the three-day tim efi-am e allow ed  for checks to be received and 
deposited..A student worker had been as signed to her in N ovem ber 1998 due to the 
volum e of work she was expected  to handle. She stated  she th ought her supervisor 
was aware of the backlog. Her superviso r was  not awar e tha t checks were not being 
sent. 

Corrective act ion tak en. These duties w er e rea ssigned 2/16/99. Chee ks ar e now sent 
daily to the executive office w here the account tech co pies them, prepar es the batch 
list an d gives the checks directly to the accountan t for tim ely deposit. W ith the 
addition of the account tech an d th e segregation of duties, the checks are deposited  
tim ely. 
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17 receipts not recorded - Concur 

This is the result of a lack of sufficient personnel to accomplish all the duties of the 
office. It wasalso due to the lack ofco mputer ca pabilities, as the system being used 
at the tim e of the audit did not allow for m ore than one person to enter receipts at a 
tim e. 

Corrective action taken - An additional person w as added 2/15/99 in an effort to 
rem ove some duties from the person responsible for recording receipts, thus allowing 
m ore tim e for the posting. Also, the new system does not restrict the number of 
persons posting. On April 19, 1999, tw o additional staff m embers were trained on 
posting in an effort to catch up; however, this is being done in addition to their other 
duties. The person that posts the receipts must also  verify that the proper am ount has 
been paid. It is a tim e consum ing task and too m uch for one perso n, especially w hen 
it is not their so le duty. The 1999 - 2000 budget calls for tw o additional positions, 
one of which will share these duties wi th the current specialist. However, due to the 
paperwork and procedures nec essary to fill a new position, it is not anticipated that 
the position w ill be occupied  until September 1999. It is felt that this addition will 
allow the duties of posting to be done tim ely. 

Lack of docum entation in the f'de - Concur 

There is no permanent position assigned to the duty of filing. Thus, the filing is 
extrem ely behind. The offi ce has student workers to file; however, this is on a part- 
time basis and is inadequate for the volum e of mail received wi thin this offi ce. Office 
personn el have worked  on Saturdays in an attempt to red uce  the backlog of fil ing that 
needs to be done. 

Corrective Action taken- Th e 1999-2000 budget includes the addition of a full time 
position to handle the filing, in addition to student workers. It is felt this wi ll allow 
the files to co ntain curren t information. H owever, due to the paperwork an d 
proced ures necessary to obtain a new position, it is anticipated  that the position will 
not be occupied until Septem ber 1999. Student workers w ill be working full tim e 
during the summer months and will be filing. 

Basically, the negative audit findings revolve around the lack of perso nnel and proper 
com puter programs. The Fund has gr own over the years and the total number of 
nec essary staff has not kept up with the volume of work. W e have added  staff each of the 

11 



past 3 years in an effort to ensure the Fund is run efficiently. W e have hired emergency 
personnel, restricted personnel and authorized overtim e to the extent our budget allow s. 

Page 3 

W e are currently in the process of a computer co nversion, which is expected  to 
completed by May 12, 1999 (although the original completion date was December 15, 
1998, then M arch 31, 1999) but numerous problems have been encountered with the 
program co nversions. The new co mputer system should sim plify some of the procedures 
and allow the office to be run more effectively and effi ciently. 
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Septem ber 9, 1999 

Dr. D aniel O . Kyle, CPA, CFE 
Legislative A uditor 
P O Box 94397 
Baton Rouge, LA 70804-9397 

PATIENTSI COMPENSATION FUND 
O VERSIGHT ~OARD 

O FFICE OF THE EXECUTIVE D IRECTOR 
650 NORTH SP~Tt~ SIREEr 
BARON ROUG~, LA 70802 

(504) 342-6052 
FAX (504) 342-6053 

RE: Inadequate Fund Balance - Patient's Compensation Fund 

D ear D r. K yle 

As requested, the Patient's Compensation Fund Oversight Board (Board) submits hercin its 
response to the above-captioned finding. 

The Board concurs with the finding. The corrective action plan is attached, "hae undersigned is 
the contact person respons ible for the corrective action. At the present tim e there is no 
anticipated completion date. 

Please call if you have any questions. 

Sincerely 

Seth E. Keener 
Acting Executive D irector 
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LEG ISLATIV E A UD IT - PATIENT'S CO M PENSATIO N FU N D - 1999 

Inadequate Fund Balance 

In answer to the specific finding, the follow ing inform ation is offered. In October 1998, the 

Louisiana Patient's Com pensation Oversight Board proposed a rate increase of 15 % per year 
for the next four years based on inform ation supplied by our actuary. It was the actuary's 

finding that this 15 % increase per year for four years would bring the Fund to the point that 
there w ould be no continuing escalation of the unfunded liabilities. After it had addressed the 

issue of stopping the escalation of unfunded liabilities, it was the plan of the Patient's 

Com pensation Fund OversightBoard to continue with increases to reduce the unfunded 
liabilities, and thus achieve an adequate level of surplus over a period of four years. 

Due to opposition from the Louisiana M edical Society, and the individual doctors, to the 
Louisiana Insurance Rating Com m ission, the Rating Com m ission denied the rate increase. A s 
a result of the disapproval of {he requested rate increase by the Louisiana Insurance Rating 

Commission, no increase in rates was granted for this year (1999). W e are now in the process 
of getting new actuarial figures to recom m end an appropriate rate increase for the upcom ing 

year, w ith hope again, that w e can com e up with a figure which will elim inate the escalation of 

tile unfunded liabilities within four years. The Patient's Com pensation Fund Oversight Board 
is attempting to have the necessary documentation for an October presentation to the Louisiana 
Insurance Rating Com m ission. 
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M . J. "M IKE" FOS'I ER, JR 
GOVERNOR 

~ Iate of ~_o~tisiarta 
DIVISIO N O F ADM INISTRATIO N 

LO U ISIANA PRO PERTY ASSISTAN CE AG EN CY 

Dr. D aniel G . K yle, CPA , CFE 
LEG ISLA TIVE AU DITOR 
1600 N orth Third Street 
Baton Rouge, LA 70804-9397 

Dear Dr. Kyle 

Septem ber10,1999 
A -99-061 

M ARK C. DRENNEN 
COMM ISSIONER OF ADM INISTRATION 

Re: Response to Legislative Auditor Finding 
Re Inadequate Sub-recipient M onitoring 

Attached is the response to your request of August 24, 1999 regarding audit findings at the 

Louisiana Federal Property Assistance Agency (LFPAA). W e were under the impression that the 
Schedule 8-3 subm itted to your office on Septem ber 3, 1999, was a sufficient response to these findings 

Should you desire additional inform ation, please do not hesitate to contact us 

IB/M M c/jmc 

Attachm ent 

Sincerely 

Irene Babin 
Director 
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R esponse to Legislative A uditor Finding re Inadequate Sub-recipient M onitoring 

The Louisiana Federal Property Assistance A gency does not concur w ith this finding 

In a m eeting held at LFPAA on M ay 21, 1999, auditors from the Legislative A uditors Offi ce and 
LFPAA m anagem ent agreed that LFPAA would require agencies receiving over $300,000 FM V of 
federal surplus property provide LFPAA with a copy of their audited financial statem ent as required 

by OM B Circular A -133. 

D uring the 1998-99 fiscal year,.there were no recipients that received federal surplus property in 

excess of $300,000 FM V . 

LFPAA does not agree with the Legislative Auditor's interp retation of OM B Circular A -133. W e 
do not believe that LFPAA is required to m onitor and m aintain a file of audited Financial reports for 
agencies that receive federal funding in excess of $300,000 from all federal sources. However, 
I_,FPA A w ill advise all recipients of federal surplus property of their responsibility to provide 
LFPAA w ith an audited financial statem ent if their combined federal fu nding exceeds $300,000. 


