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DEPARTMENT OF EDUCATION 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
As part of the audit of the State of Louisiana’s financial statements for the year ended June 30, 
2003, we considered the state Department of Education’s internal control over financial 
reporting and over compliance with requirements that could have a direct and material effect on 
a major federal program; we examined evidence supporting certain accounts and balances 
material to the State of Louisiana’s financial statements; and we tested the department’s 
compliance with laws and regulations that could have a direct and material effect on the State of 
Louisiana’s financial statements and major federal programs as required by Government 
Auditing Standards and U.S. Office of Management and Budget Circular A-133. 
 
The Annual Fiscal Report of the Department of Education is not audited or reviewed by us, and, 
accordingly, we do not express an opinion on that report.  The department’s accounts are an 
integral part of the State of Louisiana’s financial statements, upon which the Louisiana 
Legislative Auditor expresses an opinion. 
 
In our prior management letter on the state Department of Education for the year ended 
June 30, 2002, we reported findings relating to improper charging of administrative expenditures 
to federal awards, ineffective controls over subrecipient monitoring, and inadequate controls 
over the Title I program.  The finding on inadequate controls over the Title I program has been 
resolved by management. The findings relating to improper charging of administrative 
expenditures to federal awards and ineffective controls over subrecipient monitoring have not 
been resolved and are addressed again in this report.  
 
Based on the application of the procedures referred to previously, all significant findings are 
included in this letter for management’s consideration.  All findings included in this management 
letter that are required to be reported by Government Auditing Standards will also be included in 
the State of Louisiana’s Single Audit Report for the year ended June 30, 2003. 
 

Improper Charging of Administrative 
  Expenditures to Federal Awards 
 
For the third consecutive year, the state Department of Education (SDE) did not have 
adequate internal control to ensure that direct costs charged to federal programs 
complied with federal regulations when administering the Title I (CFDA 84.010) and 
Special Education Cluster (SEC) (CFDA 84.027/84.173).  
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Office of Management and Budget (OMB) Circular A-87 states that costs are allowable if 
they are necessary and reasonable for the proper and efficient performance and 
administration of the federal award, are allocated to the particular program to the extent 
of relative benefits received, and appropriately documented.     
 
Based on audit tests, administrative expenditures totaling $304,056 were not properly 
charged to federal programs and these amounts are questioned costs as follows: 
 

1. Expenditures totaling $278,271 lacked the detailed documentation 
necessary to make a determination of allowability for the costs charged to 
the SEC. 

• Seven professional service contracts totaling $209,858 for the 
Teach Louisiana State Certification project, a state program, were 
charged to SEC.   

• Five professional service contracts totaling $68,413 for Learning 
Intensive Networking Communities for Success Program (LINCS), 
a state program, were charged to SEC.   

2. Expenditures totaling $25,785 were charged to programs other than the 
actual program affected. 

• Eight computers were purchased for eight employees who work 
on federal programs or state activities.  The costs for the 
computers, $12,200, were allocated to the SEC program; 
however, one of the eight employees worked on other federal 
programs.  The remaining employees were contracted by the 
department to provide services for the Teach Louisiana 
Certification program, a state program.    

• Rental and data port charges were allocated for three employees 
who work on other federal programs or state activities.  The costs, 
$13,585, were allocated to Title I and SEC; however, one of the 
three employees worked on other federal programs and two of the 
employees worked on other state activities. 

Failure to ensure that payment documentation supports the allocation of costs increases 
the risk that inaccurate, unsupported, or fraudulent expenditures could be improperly 
charged to the federal programs without timely detection.  Without supporting 
documentation, the department cannot ensure compliance with allowable cost 
requirements. 
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The SDE should implement procedures to ensure that federal costs are properly 
allocated, including a more detailed review of supporting documentation.  The SDE 
should consult with the U.S. Department of Education regarding the resolution of 
questioned costs noted in this finding as well as the allowability of any related indirect 
costs claimed.  Management concurred in part with our finding, acknowledging that the 
source documentation can be improved to further clarify individual grant goals on source 
documents for contracts and purchase orders and to ensure that the documentation 
supports the allocation of costs.  However, management did not concur with any of the 
questioned costs, stating in part, it believes the funds were appropriately used to support 
federal objectives (see Appendix A, pages 1-2). 
 
Additional Comments:  Whether or not expenditures “support federal objectives” is not 
the criteria upon which the questioned costs are based.  In accordance with OMB A-87, 
the general criteria affecting allowability of costs of federal awards require that the costs 
must be appropriately documented and must be allocable to a particular program if the 
goods or services involved are charged or assigned to such in accordance with relative 
benefits received.   
 
Ineffective Controls Over Subrecipient Monitoring  
 
For the third consecutive year, the SDE did not have adequate internal control to monitor 
subrecipients for compliance with program requirements of the following federal 
programs: 
 

• Adult Education (AE) (CFDA 84.002)  

• Title I Grants to Local Educational Agencies (Title I) (CFDA 84.010)  

• Special Education Cluster (SEC) (CFDA 84.027/84.173)   

• Temporary Assistance for Needy Families (TANF) (CFDA 93.558)  

OMB Circular A-133 requires the pass-through entity to monitor the activities of 
subrecipients to ensure that federal awards are used for authorized purposes in 
compliance with applicable federal laws and regulations and that performance goals are 
achieved.  OMB A-133 also requires the pass-through entity to (1) issue a management 
decision on subrecipient single audit report findings; (2) ensure that the subrecipient 
takes corrective action; and (3) consider any effects the audit may have on the entity’s 
own records.  The management decision should clearly state whether the finding is 
sustained, the reasons for the decision, and the expected actions including repayment of 
related disallowed costs, as well as financial adjustments needed, if any. 
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In a review of the SDE’s subrecipient monitoring function, audit tests disclosed the 
following deficiencies: 
 

• In a sample of 14 TANF monitoring files tested for fiscal review, none of 
them contained documentation or evidence of the procedures performed 
to examine for allowability of expenditures. One file included evidence of 
possible fraudulent transactions that were not listed as exceptions by the 
monitor.  A copy of a provider’s March 2003 reimbursement claim form 
revealed that the contractor requested reimbursement for several children 
that were either included more than once at a site or were included for 
reimbursement at multiple sites.  The SDE monitors did not detect these 
irregularities even though they had a copy of the claim in the monitoring 
file.  Also, the Division of Appropriation Control reviewed and paid the 
reimbursement claim and did not note these irregularities.  After calling 
these transactions to the attention of department management, additional 
monitoring was begun on the contractor.  To date, the department has 
found $77,680 in subrecipient liability and is continuing to evaluate this 
issue.  These costs are considered known questioned costs. 

• For 47 single audit reports tested, 15 included findings related to a major 
federal program requiring management decisions.  One (7%) of the 
reports reviewed, issued on December 5, 2002, included four reportable 
conditions in internal control over the Title I and SEC programs, one 
questioning $15,490 in SEC salary overpayments.  The management 
decision dated June 30, 2003, addressed only two of the four findings, 
and the subrecipient’s responses to the findings included in the audit 
report were accepted without any further evidence of corrective action.  
Also, the decision did not address the finding with the questioned costs.  
Until prompted by our auditor in July 2003, the department had not taken 
steps to ensure that the questioned costs had been returned to the SDE 
per the subrecipient’s response to the finding. 

• The SDE’s Division of Education and Finance (DEF) “fiscal reviews” of 
subrecipients for allowed/unallowed activities or costs for Title I and SEC 
are limited in number and are not performed in a timely manner.  The 
reviews were done only after the federal grants were closed, up to 27 
months after the funds were expended.  For Title I, four on-site monitoring 
reviews were started in fiscal year 2003; however, no reviews were 
completed during fiscal year 2003, including one begun in January 2001.  
For SEC, six fiscal reviews opened during the 2000 and 2001 fiscal years 
were closed during fiscal year 2003 and three new reviews were started. 



LEGISLATIVE AUDITOR 
 
 
DEPARTMENT OF EDUCATION 
STATE OF LOUISIANA 
Management Letter, Dated February 20, 2004 
Page 5 
 
 
 

• In a sample of five AE monitoring files tested, none of them included 
evidence of fiscal monitoring procedures.  Programmatic reviews 
designed to test performance measures were documented in these files; 
however, four (80%) included findings or exceptions, but included no 
evidence of follow-up or corrective action; three (60%) indicated the need 
for technical assistance, but had no documentation of technical 
assistance planned or provided; one (20%) did not include the 
performance measure worksheet documenting whether or not the 
measures were met; and one (20%) indicated untimely (22 months after 
the date of the review) communication of review results with the 
subrecipient.  

Based on discussions with staff, SDE program personnel do not have the level of 
training necessary to perform their specific monitoring responsibilities.  The department 
did develop written policies and procedures outlining the subrecipient monitoring 
function; however, they were not disseminated to department personnel until October 
2002. 
 
The SDE’s failure to adequately monitor subrecipients impairs the department’s 
evaluation of the impact of subrecipient activities on its own ability to comply with laws 
and regulations applicable to the programs.  Specifically, this has resulted in known 
questioned costs totaling $77,680.  Costs incurred by a subrecipient that have not been 
appropriately monitored by the pass-through entity may be treated as unallowable costs.  
Therefore, if controls are not strengthened and the department does not comply with the 
federal compliance requirement of subrecipient monitoring, the department may be 
subject to the questioning of all federal funds passed through to subrecipients.  During 
the 2003 year, the SDE passed through a total of $375,353,670 in federal funds through 
Title I ($203,093,631); SEC ($100,261,255); TANF ($62,315,213); and AE ($9,683,571). 
 
The SDE should further develop and implement comprehensive written policies and 
procedures for subrecipient monitoring that are centrally managed to ensure compliance 
with all of its programs’ requirements.  Management should ensure that program 
monitors are adequately trained to perform fiscal monitoring to include the recognition of 
indications of fraudulent transactions and that program personnel are trained in how to 
properly resolve subrecipient single audit findings as well as in-house findings.  In 
addition, the DEF’s fiscal reviews should be performed timely to allow the subrecipient 
and the SDE to take more timely corrective actions for noncompliance issues or 
disallowed costs.  Management concurred with the finding and recommendation and 
outlined a plan of corrective action (see Appendix A, pages 3-6). 
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Inadequate Internal Controls Over  
  Federal Payroll Certifications 
 
The SDE failed to ensure that payroll expenditures charged to federal programs were 
fairly and accurately allocated.  OMB Circular A-87, Cost Principles for State and Local 
Governments, Attachment B, Section 11h states that when employees work on multiple 
activities or cost objects, a distribution of their salaries must be supported by personnel 
activity reports or equivalent documentation reflecting an after-the-fact distribution of the 
actual activity.  Budget estimates or other distribution percentages determined before the 
services are performed do not qualify as support for charges to federal awards but may 
be used for interim accounting purposes, provided that quarterly comparisons of actual 
costs are made.  Also, good internal controls should include the proper separation of 
duties including the assignment of incompatible functions to separate individuals. 
 
Based on interviews with departmental employees and reviews of the SDE’s written 
policies and procedures, we determined the following: (1) the Division of Appropriation 
Control performs incompatible functions including receiving, maintaining, and processing 
A-87 employee payroll certifications and making financial adjustments; (2) certain 
employees’ payroll charges were based on budget estimates rather than actual work 
performed; (3) the SDE’s policies and procedures prohibit time administrators from 
maintaining copies of time certifications with time and attendance records; and (4) the 
SDE did not perform quarterly comparisons of actual efforts to budgeted efforts to 
determine if payroll adjustments were needed. 
 
Failure to implement adequate control procedures over the payroll certification process 
may prevent the accurate allocation of payroll expenditures charged to federal programs 
and increase the risk of erroneous or fraudulent charges.  During 2003, the SDE 
expended over $25 million in federal administrative funds.  
 
The SDE should develop and implement procedures to ensure that expenditures 
charged to federal programs are fairly and accurately allocated.  This includes ensuring 
that payroll certifications are maintained and processed in a centralized location, 
independent of the budget and accounting units.  Management did not concur with the 
finding, noting that it believes it has complied with the payroll certification requirements 
(see Appendix A, pages 7-9). 
 
Additional Comments:  Allowing the employees to keep a copy of their payroll 
certifications for comparison would help to mitigate the risk caused by the incompatible 
functions within the Division of Appropriation Control.  Management notes that 
comparisons between budgeted efforts and actual efforts were made on an ongoing 
basis.  However, federal guidelines specifically require quarterly comparisons.  Our audit 
evidence indicated that comparisons were performed only twice during the year.   
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Inadequate Controls Over the Special  
  Education Grants for Infants and Families  
  With Disabilities Program 
 
In a report issued May 30, 2003, the Bureau of Internal Audit (BIA) of the SDE reported 
that the SDE had not adequately monitored its subrecipients of the Special Education 
Grants for Infants and Families With Disabilities Program (CFDA 84.181) for 
programmatic and fiscal requirements.  The Code of Federal Regulations, 34 CFR 
303.501(a)(2), states that each lead agency is responsible for the monitoring of 
programs and activities used by the state to carry out this program.  The SDE has not 
adopted and used proper methods of administering program oversight, including 
monitoring agencies and organizations, enforcing any obligations imposed on those 
agencies under federal regulations, providing technical assistance to those agencies 
and organizations, and correcting deficiencies that are identified through monitoring. 
 
During on-site visits of seven school districts and 11 of their contracted family service 
coordinators, the BIA found internal control weaknesses and noncompliance with federal 
regulations resulting in questioned costs totaling $53,198 as follows: 
 

• One provider could not provide supporting documentation for claims for a 
three month period resulting in $13,917 in questioned costs. 

• One provider claimed reimbursement for ineligible children and verified 
fewer than those claimed resulting in $3,338 in questioned costs.   

• One provider claimed 100% reimbursement for two supervisors who 
supervise staff who do not work 100% on this program and claimed 
reimbursement for ineligible children resulting in $35,943 in questioned 
costs.    

SDE management in the Division of Special Populations as well as the DEF partially 
concurred with the finding.  Also, the three subrecipients whose costs were questioned 
were notified that an audit resolution process will begin.  
 
Recommendations for improvement and management’s full response to these findings 
may be found in the audit report referred to previously.  In addition, the SDE should 
consult with the U.S. Department of Education regarding the resolution of the questioned 
costs.  To obtain a copy of the audit report and management’s response, contact the 
Department of Education, Claiborne Building, 1201 North Third Street, Baton Rouge, 
Louisiana 70802. 
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Noncompliance With State Reporting Law 
 
The SDE did not comply with reporting requirements of R.S. 24:514:I that states the 
SDE shall use assurances on certain performance and statistical data provided as part 
of the financial statement audits of local school boards for reporting to the legislature. In 
a letter dated May 29, 2002, all Parish/City School Superintendents were informed by 
the state Superintendent of Education of the requirement noting that “The revision to this 
statute requires the independent auditors to report on performance and statistical data 
prepared by the local school boards for the fiscal year ending June 30, 2002.” The CPA 
audits of school boards, including the additional assurances, were completed and 
submitted to the SDE.  However, the assurance data were not compiled by the SDE nor 
were they used to reconcile to the SDE’s electronic data that was ultimately reported to 
the legislature. 
 
Audit testing in January 2003, noted that plans were in place for the SDE to verify that 
the data provided electronically by the school districts agreed with the required 
assurances and that this verification process would be documented.  However, 
additional testing in June 2003, noted that the department did not verify its data against 
the assurances and reported its unaudited system data to the legislature.     
 
As a result of the SDE’s actions, the legislature will not receive timely, audited data for 
its use in making Minimum Foundation Program funding decisions.  Also, local school 
boards incurred additional audit costs by paying CPAs to provide additional audit 
assurances that were ultimately not used. 
 
The SDE should develop and implement verification procedures to ensure compliance 
with R.S. 24:514:I.  This should include reconciling and documenting differences in 
audited and system data and reporting the most accurate, timely information to the 
legislature.  Management concurred with the finding, but offered additional comments 
stating, in part, that the process used by the Legislative Auditor to implement this statute 
is unworkable and of no value, and that the auditor refused to meet with SDE staff on 
this issue (see Appendix A, pages 10-11). 
 
Additional Comments:  Staff of the Legislative Auditor met on numerous occasions 
with SDE staff to ensure agreement on the performance data to be included and tested 
by the various school boards’ external auditors.  Guidance was distributed to the school 
boards and their external auditors by the SDE and the Legislative Auditor to ensure an 
understanding of the requirements.  The failure occurred when that audited data was 
returned to the SDE and the SDE did not reconcile it to SDE records. 
 

The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial improvements to the operations of the department.  The varying nature of the 
recommendations, their implementation costs, and their potential impact on the operations of 
the department should be considered in reaching decisions on courses of action.  Findings 
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relating to the department's compliance with applicable laws and regulations should be 
addressed immediately by management. 
 
This letter is intended for the information and use of the department 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 letter is a public document, and it has been distributed to 
appropriate public officials. 
 

Respectfully submitted, 

 
Grover C. Austin, CPA 
First Assistant Legislative Auditor 
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Management’s Corrective Action 
Plans and Responses to the 

Findings and Recommendations 


























