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Independent Auditor's Report 
on the Financial Statements 

 
 
 

LOUISIANA STATE POLYGRAPH BOARD 
OFFICE OF THE GOVERNOR 
EXECUTIVE DEPARTMENT 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
We have audited the accompanying basic financial statements of the Louisiana State Polygraph Board, a 
component unit of the State of Louisiana, as of June 30, 2004, and for the years ended June 30, 2004 and 2003, as 
listed in the table of contents.  These financial statements are the responsibility of the Louisiana State Polygraph 
Board’s management.  Our responsibility is to express an opinion on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States.  Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free 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. 
 
In our opinion, the basic financial statements referred to above present fairly, in all material respects, the financial 
position of the Louisiana State Polygraph Board as of June 30, 2004, and its changes in financial position and its 
cash flows for the years ended June 30, 2004 and 2003, in conformity with accounting principles generally accepted 
in the United States of America.   
 
In accordance with Government Auditing Standards, we have also issued our report dated August 18, 2004, on our 
consideration of the Louisiana State Polygraph Board’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws and regulations.  That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be read in conjunction with this report in considering 
the results of our audit. 
 
The Louisiana State Polygraph Board has not presented management’s discussion and analysis that accounting 
principles generally accepted in the United States has determined is necessary to supplement, although not required 
to be part of, the basic financial statements. 
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Our audit was conducted for the purpose of forming an opinion on the Louisiana State Polygraph Board’s basic 
financial statements.  The accompanying supplementary financial information listed in the table of contents is 
presented for the purpose of additional analysis and is not a required part of the basic financial statements.  Such 
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, 
in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole. 
 

Respectfully submitted, 

 
Steve J. Theriot, CPA 
Legislative Auditor 
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STATEMENT A

LOUISIANA STATE POLYGRAPH BOARD
OFFICE OF THE GOVERNOR
EXECUTIVE DEPARTMENT
STATE OF LOUISIANA

Statement of Net Assets, June 30, 2004

June 30, 2004

ASSETS
Cash (note 2) $9,554
Receivables (note 3) 130
     Total assets 9,684

LIABILITIES
Current liabilites - accounts payable (note 4) 326

NET ASSETS - unrestricted $9,358

The accompanying notes are an integral part of this statement.
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STATEMENT B

LOUISIANA STATE POLYGRAPH BOARD
OFFICE OF THE GOVERNOR
EXECUTIVE DEPARTMENT
STATE OF LOUISIANA

Statement of Revenues, Expenses,
  and Changes in Fund Net Assets
For the Years Ended June 30, 2004 and 2003

June 30, 2004 June 30, 2003

OPERATING REVENUES
Licenses $5,235 $4,725 

OPERATING EXPENSES
Cost of sales and services 449 5,387 
Administration 3,595 4,913 
     Total operating expenses 4,044 10,300 

OPERATING GAIN (LOSS) 1,191 (5,575)

NONOPERATING REVENUES
Interest income 17 36 

INCREASE (DECREASE) IN NET ASSETS 1,208 (5,539)

NET ASSETS AT BEGINNING OF YEAR 8,150 13,689 

NET ASSETS AT END OF YEAR $9,358 $8,150 

The accompanying notes are an integral part of this financial statement.
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STATEMENT C

LOUISIANA STATE POLYGRAPH BOARD
OFFICE OF THE GOVERNOR
EXECUTIVE DEPARTMENT
STATE OF LOUISIANA

Statement of Cash Flows
For the Years Ended June 30, 2004 and 2003

June 30, 2004 June 30, 2003

Cash flows from operating activities:
  Cash received from customers, including cash deposits $5,235 $4,769 
  Cash paid to suppliers for goods and services (449) (5,387)
  Other operating expenses (3,700) (4,679)
  Net cash provided (used) by operating activities 1,086 (5,297)

Cash flows from investing activities - 
  Interest received 17 131 

Net increase (decrease) in cash 1,103 (5,166)

Cash at beginning of year 8,451 13,617 

Cash at end of year $9,554 $8,451 

Reconciliation of operating gain (loss) to net cash 
  provided (used) by operating activities:
  Operating gain (loss) $1,191 ($5,575)
  Adjustments to reconcile operating gain (loss) to net cash 
    provided (used) by operating activities:
    Changes in assets and liabilities:
      (Increase) decrease in receivables (130) 44 
      Increase in payables 25 234

        Net cash provided (used) by operating activities $1,086 ($5,297)

The accompanying notes are an integral part of this financial statement.
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LOUISIANA STATE POLYGRAPH BOARD 
OFFICE OF THE GOVERNOR 
EXECUTIVE DEPARTMENT 
STATE OF LOUISIANA 
 
Notes to the Financial Statements 
As of and for the Years Ended June 30, 2004 and 2003 
 
 
 
INTRODUCTION 
 
The Louisiana State Polygraph Board is a component unit of the State of Louisiana created in 1980 in accordance 
with Louisiana Revised Statutes (R.S.) 37:2831-2854.  On June 26, 2001, the board, as provided by R.S. 36:4(1), 
was transferred from the Department of Economic Development to the Executive Department, Office of the 
Governor.  The board is composed of five members appointed by the governor to serve terms concurrent with the 
governor.  The board members serve without compensation.  The board is charged with the responsibility of 
regulating all persons who purport to be able to detect deception or to verify the truth of statements through the use 
of polygraph instrumentation.  The operations of the board are funded by certification fees and earnings on its 
interest-bearing checking account.  Since the board has no employees, the board’s secretary performs all accounting 
functions. 
 
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A. BASIS OF PRESENTATION 
 
The accompanying financial statements have been prepared on the full accrual basis in accordance with 
accounting principles generally accepted in the United States of America.  The Governmental Accounting 
Standards Board (GASB) is the accepted standard setting body for establishing governmental accounting 
principles and reporting standards.  These principles are found in the Codification of Governmental 
Accounting and Financial Reporting Standards, published by the GASB.  The board applies all GASB 
pronouncements as well as applicable Financial Accounting Standards Board (FASB) statements and 
interpretations, Accounting Principles Board (APB) Opinions, and Accounting Research Bulletins (ARBs) 
of the Committee on Accounting Procedure issued on or before November 30, 1989, unless those 
pronouncements conflict with or contradict GASB pronouncements.  The board does not apply FASB 
pronouncements issued after November 30, 1989. 

B. REPORTING ENTITY 
 

GASB Codification Section 2100 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 has 
financial accountability over the board in that the governor appoints the board members and can impose his 
will on the board.  The accompanying financial statements present information only as to the transactions 
and activities of the Louisiana State Polygraph Board.  Annually, the State of Louisiana issues basic 
financial statements, which include the activity contained in the accompanying financial statements. 
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C. FUND ACCOUNTING 
 
All activities of the board are accounted for within a single proprietary (enterprise) fund.  Proprietary funds 
are used to account for operations that are (a) financed and operated in a manner similar to private business 
enterprises where the intent of the governing body is that the cost of providing goods or services to the 
general public on a continuing basis be financed or recovered primarily through user charges; or (b) where 
the governing body has decided that periodic determination of revenues earned, expenses incurred, and/or 
net income is appropriate for capital maintenance, public policy, management control, accountability, or 
other purposes. 
 
D. BASIS OF ACCOUNTING 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  Basis of accounting relates to the timing of the measurements made, regardless of 
the measurement focus applied.  The transactions of the board are accounted for on a flow of economic 
resources measurement focus.  With this measurement focus, all assets and all liabilities associated with the 
operations are included on the Statement of Net Assets. 
 
Revenues are recognized in the accounting period when they are earned and expenses are recognized when 
the related liability is incurred. 
 
Proprietary funds distinguish operating revenues and expenses from nonoperating items.  Operating 
revenues and expenses generally result from providing services and/or producing and delivering goods in 
connection with a proprietary fund’s principal ongoing operations.  License fees are considered operating 
revenue.  The interest earnings from the interest-bearing checking account are considered nonoperating 
revenue.  All expenses are operating expenses. 
 
E. BUDGET PRACTICES 
 
The board submitted its annual budget to the various agencies prescribed by R.S. 39:1331-1342, in 
accordance with R.S. 36:803.  The budget is prepared on a full accrual basis of accounting.  Although 
budget amounts lapse at year-end, the board retains its unexpended net assets to fund expenses of the 
succeeding year.  Formal budget integration is not employed as a management control device during the 
year. 
 
F. CASH 
 
Cash consists of the amount in an interest-bearing demand deposit account.  Under state law, the board may 
deposit funds within a fiscal agent bank organized under the laws of the State of Louisiana, the laws of any 
other state in the Union, or the laws of the United States.  Furthermore, the board may invest in time 
certificates of deposit of state banks organized under the laws of the State of Louisiana, national banks 
having their principal offices in 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. 
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G. EQUIPMENT 
 
In accordance with policy established by the Division of Administration, Office of Statewide Reporting and 
Accounting Policy, only equipment valued at or above $5,000 is capitalized and depreciated for financial 
statement purposes.  The board does not own any equipment valued at or above $5,000. 
 
H. COMPENSATED ABSENCES, PENSION 
 BENEFITS, AND POSTRETIREMENT 
 HEALTH CARE AND LIFE INSURANCE 
 BENEFITS 
 
The board has no employees; therefore, no compensated absences, pension benefits, or postretirement 
benefits are provided by the board. 
 

2. CASH 
 
The board has cash (book balance) totaling $9,554 at June 30, 2004.  Under state law, these deposits (or the 
resulting bank balances) 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 the federal deposit insurance must at all times 
equal the amount on deposit with the fiscal agent.  At June 30, 2004, the board has $9,554 in deposits (collected 
bank balances), which are fully secured from risk by federal deposit insurance. 
 
3. RECEIVABLES 
 
The board has an unrestricted receivable balance of $130 at June 30, 2004, which represents reimbursement of 
administrative expenses.     
 
4. PAYABLES 
 
The board has payable balances as follows: 
 

June 30,
2004

Payable to vendors $276
Other 50

     Total $326

 
5. LEASE OBLIGATIONS 
 
The board has no lease obligations at June 30, 2004. 
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6. LITIGATION AND CLAIMS 
 
No litigation is pending against the board at June 30, 2004. 
 
7. RELATED PARTY TRANSACTIONS 
 
The board was not involved in any related party transactions for the two-year period ended June 30, 2004. 
 



____________________________________________________ SCHEDULE 1 

 
- 15 - 

LOUISIANA STATE POLYGRAPH BOARD 
OFFICE OF THE GOVERNOR 
EXECUTIVE DEPARTMENT 
STATE OF LOUISIANA 
SUPPLEMENTAL FINANCIAL INFORMATION 
 
 
 

ANNUAL FISCAL REPORT TO THE OFFICE OF THE GOVERNOR, 
DIVISION OF ADMINISTRATION, 

OFFICE OF STATEWIDE REPORTING AND ACCOUNTING POLICY 
As of and for the Year Ended June 30, 2004 

 
 
The following supplemental information presents the financial position of the Louisiana State Polygraph Board as 
of June 30, 2004, and the results of its operations (including cash flows) for the year then ended.  The information 
is presented in the format requested by the Office of Statewide Reporting and Accounting Policy for consolidation 
into the Louisiana Comprehensive Annual Financial Report. 
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OTHER REPORT REQUIRED BY 
 

GOVERNMENT AUDITING STANDARDS 
 
 
The following pages contain our report on compliance with laws and regulations and on internal control as required 
by Government Auditing Standards, issued by the Comptroller General of the United States.  The report is based 
solely on the audit of the financial statements and includes, where appropriate, any reportable conditions and/or 
material weaknesses in internal control or compliance matters that would be material to the presented financial 
statements. 
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Report on Compliance and on Internal Control  Over Financial Reporting  
Based on an Audit of the Basic Financial Statements Performed  

in Accordance With Government Auditing Standards 
 
 
 
LOUISIANA STATE POLYGRAPH BOARD 
OFFICE OF THE GOVERNOR 
EXECUTIVE DEPARTMENT 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
We have audited the financial statements of the Louisiana State Polygraph Board, a component unit of the State of 
Louisiana, as of June 30, 2004, and for the years ended June 30, 2004 and 2003, and have issued our report thereon 
dated August 18, 2004.  We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 
 
Compliance 
 
As part of obtaining reasonable assurance about whether the Louisiana State Polygraph Board’s financial 
statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws 
and regulations, noncompliance with which could have a direct and material effect on the determination of financial 
statement amounts.  However, providing an opinion on compliance with those provisions was not an objective of 
our audit, and, accordingly, we do not express such an opinion.  The results of our tests disclosed the following 
instance of noncompliance that is required to be reported under Government Auditing Standards. 
 

Lack of Usage Policy and Supporting  
  Documentation Over Board Expenses 
 
The Louisiana State Polygraph Board does not have a written policy that restricts the use of telephones, 
computer, and Internet usage to board business related purposes only and has failed to maintain supporting 
documentation of certain expense transactions.  Article VII, Section 14 of the Louisiana Constitution 
prohibits the funds of the state (the board) to be donated to any person for which there is no liability to the 
state.  In addition, good internal control requires that the board maintain proper documentation that 
supports expenses incurred. 
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Our review of the board’s expenses for fiscal years ended June 30, 2004, and June 30, 2003, ($4,044 and 
$10,300, respectively) disclosed the following: 

 
• A review of 19 months of telecommunication charges identified eight phone numbers with 

frequent usage.  While three phone numbers were determined to be business related, three 
phone numbers were determined to be personal calls totaling $130 and two phone numbers 
totaling $74.36 could not be identified as business related.  In addition, for four of the 19 
months, invoices that itemize long-distance usage could not be reviewed because the board 
did not maintain the invoices. 

 
• Supporting documentation for eight (15%) of the 53 expense transactions could not be 

provided, which includes the four telecommunication invoices mentioned above.   
 

Failure to restrict the use of board assets to business purposes and to maintain proper supporting 
documentation increases the risk that the board’s assets will be subject to unauthorized and illegal uses.  
 
The Louisiana State Polygraph Board should adopt a policy that restricts the use of telephones, computer, 
and Internet usage to board operations only.  Furthermore, the board should review all long-distance usage 
and seek reimbursement for all non-business related charges from board members.  In addition, the board 
should ensure that proper documentation is maintained for all incurred expenses.  Management concurred 
with the finding and will determine a corrective action plan during the next board meeting (see Appendix 
A, page 1).   

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered the Louisiana State Polygraph Board’s internal control over 
financial reporting to determine our auditing procedures for the purpose of expressing an opinion on the financial 
statements and not to provide assurance on the internal control over financial reporting.  However, we noted the 
matter relating to lack of usage policy and supporting documentation over board expenses as mentioned in the 
compliance section of this report that we consider to be a reportable condition.  In addition, we noted two matters 
involving the internal control over financial reporting and its operation that we consider to be reportable conditions.  
The first matter relates to the board’s operation and its limited staff that precludes an adequate segregation of duties 
and other features of an adequate system of internal control, although to employ such controls may not be cost 
beneficial.  The other reportable condition is described below.  Reportable conditions involve matters coming to our 
attention relating to significant deficiencies in the design or operation of the internal control over financial reporting 
that, in our judgment, could adversely affect the Louisiana State Polygraph Board’s ability to record, process, 
summarize, and report financial data consistent with the assertions of management in the financial statements. 

 
Insufficient Controls Over License Fees 
 
The Louisiana State Polygraph Board has not established adequate control procedures over its license 
revenues.  A good internal control system should include a reconciliation of licenses issued to the total fees 
collected and recorded in the accounting records and identify the disposition of each card as issued or not 
issued (voided or damaged). 
 
The review of the board’s revenue for fiscal years ended June 30, 2004, and June 30, 2003, ($5,235 and 
$4,725, respectively) disclosed that the board could not account for two of 90 license/renewal cards used in 
fiscal year 2004 and eight of 103 license/renewal cards issued in fiscal year 2003.  While the board does 
issue consecutive numbered cards, the board does not have existing procedures to account for the 
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disposition of each card or a formal reconciliation process.  Insufficient control procedures employed by 
the board increase the risk that errors and/or fraud will occur and not be detected in a timely manner and 
that license fees revenue will be materially misstated.  
 
The Louisiana State Polygraph Board should establish control procedures that reconcile licenses issued to 
the total fees collected and recorded in the accounting records and identify the disposition of each card as 
issued or not issued.  Management concurred in part with the finding but will determine a corrective action 
plan during the next board meeting (see Appendix A, page 2).   

 
A material weakness is a condition in which the design or operation of one or more of the internal control 
components does not reduce to a relatively low level the risk that misstatements 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.  Our consideration of the internal control 
over financial reporting would not necessarily disclose all matters in the internal control that might be reportable 
conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be 
material weaknesses.  We consider the inadequate segregation of duties, described previously, to be a material 
weakness. 
 
This report is intended solely for the information and use of the Louisiana State Polygraph Board and its 
management and is not intended to be, and should not be, used by anyone other than these specified parties.  Under 
Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document. 
 

Respectfully submitted, 

 
Steve J. Theriot, CPA 
Legislative Auditor 
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