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HAMMOND DEVELOPMENTAL CENTER 
OFFICE FOR CITIZENS WITH  
  DEVELOPMENTAL DISABILITIES 
DEPARTMENT OF HEALTH AND HOSPITALS 
STATE OF LOUISIANA 
Hammond, Louisiana 
 
As required by Louisiana Revised Statute 24:513, we conducted certain procedures at the Hammond 
Developmental Center.  Our procedures included (1) a review of the center's internal controls; (2) tests of financial 
transactions for the period from July 1, 2002, through May 12, 2004; (3) tests of adherence to applicable laws, 
regulations, policies, and procedures governing financial activities for the period from July 1, 2002, through 
May 12, 2004; and (4) a review of compliance with prior year report recommendations.  Our procedures were more 
limited than would be necessary to give an opinion on internal control and on compliance with laws, regulations, 
policies, and procedures governing financial activities. 
 
Specifically, we interviewed management personnel and selected center personnel and evaluated selected 
documents, files, reports, systems, procedures, and policies, as we considered necessary.  After analyzing the data, 
we developed recommendations for improvement.  We then discussed our findings and recommendations with 
appropriate management personnel before submitting this written report. 
 
The Annual Fiscal Reports of the Hammond Developmental Center were not audited or reviewed by us, and, 
accordingly, we do not express an opinion on these reports.  The center’s accounts are an integral part of the State 
of Louisiana's financial statements, upon which the Louisiana Legislative Auditor expresses opinions. 
 
In our prior report on the Hammond Developmental Center, dated February 28, 2002, we reported findings relating 
to the failure to update and reconcile inventory records, the lack of segregation of duties in the ISIS/HR system, and 
the untimely reporting of delinquent receivables.  The finding relating to the untimely reporting of delinquent 
receivables has been resolved by management.  The findings relating to the failure to update and reconcile 
inventory records and the lack of segregation of duties in the ISIS/HR system are addressed again in this report. 
 
Based on the application of the procedures referred to previously, all significant findings are included in this report 
for management's consideration. 
 

Failure to Update and Reconcile Inventory Records 
 

For the second consecutive audit, the Hammond Developmental Center did not maintain adequate perpetual 
inventory records for its pharmacy inventory.  Adequate internal control would include accurate perpetual 
inventory records, which reconcile to the inventory amounts on hand. In our physical count of 20 items, 10 
items (50%) did not agree to the amounts recorded in the perpetual inventory system.  The center was unable 
to reconcile these item counts to the perpetual inventory records.   
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Failure to maintain and reconcile a proper perpetual inventory system increases the risk that losses will occur 
and remain undetected. The center should ensure that inventory procedures are adequately followed, including 
accurate perpetual inventory records that reconcile to the number of items on hand.  Management concurred 
with the finding and recommendation and outlined a plan of corrective action (see Appendix A, pages 1-2). 
 
Inadequate Controls Over the ISIS/HR System 
 
For the second consecutive audit, the Hammond Developmental Center has not maintained adequate internal 
control over the state’s computer-related human resources and payroll system (ISIS/HR).  An adequate system 
of internal control requires that individuals be permitted access only to data files and functions necessary to 
perform their normal duties.  Furthermore, a periodic review of user access should be done to eliminate 
unnecessary access. 
 
A review of individuals with access to ISIS/HR revealed three Employee Administration (EA) personnel had 
access that allows them to perform the incompatible activities of (1) creating a new position and maintaining 
existing positions; (2) entering new hires including basic pay, merit increases, and entering terminations; 
(3) changing or entering time sheet data on any employee; and (4) entering retroactive calculations that could 
affect an employee’s paycheck.  In addition, five employees have access to the retroactive calculation 
processor in ISIS/HR. 
 
Failure to establish adequate controls in an on-line data entry environment increases the risk that errors or 
fraud could occur and not be detected in a timely manner.  Furthermore, failure to establish adequate 
segregation of duties and lack of appropriate monitoring could allow an EA employee to enter fictitious 
employee bank account and payroll information and fraudulently receive paychecks without being detected.   
 
Management should establish written procedures that require the security administrator to regularly review 
user access to ISIS/HR and eliminate unnecessary access.  In addition, management should separate the duties 
and the system accesses that allow the performance of incompatible functions by one individual.  Management 
concurred with the finding and recommendation and outlined a plan of corrective action (see Appendix A, 
page 3). 
 

The recommendations in this report represent, in our judgment, those most likely to bring about beneficial 
improvements to the operations of the center.  The varying nature of the recommendations, their implementation 
costs, and their potential impact on the operations of the center should be considered in reaching decisions on 
courses of action.  
 
This report is intended solely for the information and use of the center 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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