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Baton Rouge, Louisiana 

1600 NORTtl TlllRD S'I'KE['71" 
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W e were engaged to audit the accom panying general purpose financial statem ents of the 
Louisiana Board of Exam iners for Nursing Facility Adm inistrators, a com ponent unit of the State 
of Louisiana, as of and for the two years ended June 30, 1995, as listed in the foregoing table 
of contents. These financial statements are the responsibility of management of the Louisiana 
Board of Exam iners for Nursing Facility Adm inistrators. 

As explained in Exhibit A of this report, the board's accounting records were incom plete and 
contained major inadequacies. These inadequacies made it impractical to apply sufficient audit 
procedures to enable us to express an opinion on the fair presentation of the accom panying 
general purpose financial statem ents. 

Because we were not able to apply sufficient auditing procedures to satisfy ourselves as to the 
am ounts included in the general purpose financial statem ents, the scope of our work was not 
sufficient to enable us to express, and we do not express, an opinion on the general purpose 
financial statem ents. 

In accordance with Governm ent Auditing Standards, we have also issued a report dated 
M ay 22, 1996, on our consideration of the board's internal control structure and a report dated 
M ay 22, 1996, on its com pliance with laws and regulations. 

M GT:M LD:dl 

[NFA] 

Legislative Auditor 
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Balance Sheet, June 30, 1995 

ASSETS AND OTHER DEBITS 
Cash and cash equivalents 
Accounts receivables - NSF checks 
Due from other funds - DHH interagency 
transfers 
Other assets - accrued interest 
Fixed assets 

TOTAL ASSETS AND 
OTHER DEBITS 

LIABILITIES AND FUND EQUITY 
Liabilities: 

Accounts payable 
Payroll deductions and withholdings payable 
Due 1o other funds - retirement 
Other liabilities - accrual vacation and payoff 
Total Liabilities 

Equity and Other Credits: 
Investment in general fixed assets 
Fund balance - unreserved - 
undesignated 
Total Equity and Other Credits 

TOTALLIABILITIES, EQUITY 
AND OTHER CREDITS 

The accom panying notes are an 

GOVERNM ENTAL 

FUND - 
GENERALFUND 

$153,214 
510 

49,641 
207 

$203,572 

$12,966 
4,088 
5,706 
18.877 
41.637 

161.935 
161.935 

$203,572 

ntegral part of this statement 
3 

ACCOUNT 
GROUP - 
GENERAL 
FIXED 
ASSETS 

$84,116 

$84,116 

NONE 

$84,116 

84.116 

$84,116 

Statem ent A 

TOTAL 

(MEMORANDUM 
ONLY) 

$153,214 
510 

49,641 
207 

84.116 

$287,688 

$12,968 
4,088 
5,706 
18.877 
41.637 

84,116 

161.935 
246.051 

$287,688 
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GOVERNM ENTAL FUND - G ENERAL FUND 

Statem ent of Revenues, Expenditures, 
and Changes in Fund Balance 
For the Tw o Years Ended June 30, t995 

REVENUES 
Licenses, perm its, and fees 
Use of money and property - interest earnings 
O ther 

Total revenues 

EXPENDITURES 
General governm ent: 
Personal services and related benefits 
Operating serv ices 
M aterials and supplies 
Travel and other charges 
Capital outlay - fixed assets 
Total expenditures 

EXCESS (Deficiency) OF REVENUES 
OVER EXPENDITURES 

FUND BA LANCE AT BEG INNING O F YEAR 

FUND BALANCE AT END OFYEAR 

Statem ent B 

JUNE 30. 1995 JUNE 30. 1994 

$199,585 
3.398 

289.594 
492,577 

164,122 
128.629 
29,891 
17,904 
38.877 
379.423 

113.154 

48.781 

$161,935 

The accom panying notes are an integral part of this statement 

4 

$110,662 
3,307 

115.030 
228.999 

24,155 
76,538 
49,044 
12.361 

262,098 

(33,099) 

81.880 

$48.781 
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GOVERNM ENTAL FUND - G ENERAL FUND 

Statem ent of Revenues, Expenditures, and 
Changes in Fund Balance - Budget 
(GAAP/Non-GAAP Basis) and Actual 
For the Tw o Years Ended June 30. 1995 

REVENUES 
Revenues - Statement B 

EXPENDITURES 
Expenditures - Statement B 

EXCESS (Deficiency) OF REVENUES 
OVER EXPENDITURES 

FUND BALANCE AT BEG INNING 
O F YEAR 

JUNE 30 1995 

BUDGET ACTUAL 

VARIANCE 
FAVO RABLE 

(UNFAVORABLE) 

$488,830 $492,577 $3,747 

411.437 379.423 32.014 

77,393 113,154 35,761 

60,000 48.781 

FUND BALANCE AT END OF YEAR $137,393 $161,935 

The accom panying notes are an integral part of this statem ent 

5 

$24,542 
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Notes to the Financial Statem ents 
As and for the Two Years Ended June 30. 1995 

A. SUM MARY O F SIG NIFICANT ACCO UNTING PO LICIES 

The Exam iners of the NFA Board is a com ponent unit of the State of Louisiana created within 
the Louisiana Departm ent of Health and Hospitals, as provided by Louisiana Revised Statute 
37:2501. The board is com posed of 13 m em bers, appointed by the Governor who serve term s 
of various years. The board is charged with the responsibility of setting standards for nursing 
facility adm inistrators, exam ining and licensing NFA's, setting standards of practice, and 
developing and m aintaining federally m andated Certified Nurses Aide Registry. Operations of 
the board are funded with self-generated and interagency transfers from DHH. 

In April of 1984, the Financial Accounting Foundation established the Governmental Accounting 
Standards Board (GASB) to promulgate generally accepted accounting principles and reporting 
standards with respect to activities and transactions of state and local governmental entities. In 
June of 1987, the GASB issued a revised codification of governm ental accounting and financial 
reporting standards. The codification and subsequent GASB pronouncem ents are recognized 
as generally accepted accounting principles for state and local governm ent. 

The NFA Exam iners Board prepares its financial statem ents in accordance w ith the standards 
established by the GASB. GASB Codification Section 2100 establishes criteria for determ ining 
the governm ental reporting entity and has defined the governm ental reporting entity to be the 
State of Louisiana. The accom panying statements present only transactions of the NFA 
Exam iners Board, a com ponent unit of the State of Louisiana. 

Annually the State of Louisiana issues general purpose financial statements, which include the 
activity contained in the accom panying financial statem ents. The general purpose financial 
statem ents are issued by the Louisiana Division of Adm inistration, Office of Statewide 
Reporting and Accounting Policy and audited by the Louisiana Legislative Auditor. 

B. FUND ACCO UNTING 

The accounts of NFA Exam iners Board are organized on the basis of funds and account 
groups, each of which is considered a separate accounting entity. The operations of each fund 
are accounted for with a separate set of self-balancing accounts that com prise its assets, 
liabilities, fund equity, revenues and expenditures. Revenues are accounted for in these 
individual funds based upon the purpose for which they are to be spent and the m eans by 
which spending activities are controlled. The funds presented in the financial statem ents are 
descdbed as follows: 
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Notes to the Financial Statements (Continued) 

General Fund 

The General Fund is the principal fund and is used to account for the general operations 
of the board. The various fees and charges due the board are accounted for in this 
fund. G eneral operating expenditures are paid from this fund. 

Account G roups 

The two account groups are not funds. They are concerned only with the m easure- 
m ent of financial position, not with m easurem ent of results of operations. 

C. BASIS O F ACCO UNTING 

Basis of accounting refers to when revenues and expenditures are recognized and reported in 
the financial statem ents. Basis of accounting relates to the tim ing of the m easurem ents m ade

, 

regardless of the m easurem ent focus applied. The board's records are m aintained on the 
accrual basis of accounting using the following practices: 

Revenues 

Revenues for biennial re-registration are reported in the fiscal year in which they are 
used. 

All other revenues are reported within the year received or accrued 

Expenditures 

Expenditures are recognized and paid for during the fiscal year in which the obligations 
are incurred or accrued. 

Other Financing Sources (Uses) 

Interagency transfers from DHH to operate the CNA Registry are recognized and 
expensed during the fiscal year in w hich they are received or accrued. 

D. G ENERA L FIXED ASSETS 

Fixed assets used in the governm enta 
accounted for in the General Fixed Asset 

fund type operations (general fixed assets) are 
Account G roup, rather than in governm ental funds. 
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Notes to the Financial Statements (Continued) 

Depreciation has not been provided on general fixed assets. All fixed assets are valued at 
historical cost or estim ated historical cost. 

The changes in general fixed assets follow: 

Balance, July 1, 1993 
Additions 
Deletions 

Balance. June 30. 1994 

Balance, July 1, 1994 
Additions 
Deletions 

Balance. June 30. 1995 

E. ENCUM BRANCES 

Furniture and 
Equipm ent 

$24,741 
20,588 

(90) 

$45,239 

$44,969 
39,147 
NO NE 

$84,116 

The board does not use encum brance accounting other than up to 300 hours of annual leave 
per full-tim e em ployee. 

F. VACATIO N A ND SICK LEAVE 

The Exam iners of the NFA Board has the following policy related to vacation and sick leave 

Vacation and sick leave are accum ulated by classified and unclassified em ployees according to 
Civil Service regulations. 

At June 30, 1995, employees of the board had accumulated and vested $13,616 of em ployee 
leave benefits, which was com puted in accordance with GASB Codification C60

. O f this 
amount, $13,616 is recorded as an obligation of the General Fund. 
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G . PENSIO N PLAN 

Substantially all em ployees are m em bers of the State Em ployees Retirem ent System or the 
Social Security System . In addition to the em ployee contribution withheld at 7.5 percent of 
gross salary, the state contributes an additional 11.9 percent and 7.65 percent of gross salary 
to the State Retirem ent and Social Security System s, respectively. Contributions to the system 
are funded through em ployee and employer contributions of $10,887 and $15,775, respectively, 
for the year ended June 30, 1995, and $8,399 and $1,497, respectively, for the year ended 
June 30, 1994. The total current year payroll of the agency (all types of wages) was $138,120, 
and its current year payroll covered by the retirement system(s) was $111,087 for the year 
ended June 30, 1995, and total payroll of the agency was $103,913 and its payroll covered by 
the retirement system(s) was $88,790 for the year ended June 30, 1994. Under present 
statutes, the agency does not guarantee any of the benefits granted by the retirement system . 

H. LEASES 

O perating Leases 

Nature of the 
O Deratina Leases 1995-96 1996-97 1997-98 1998-99 

Offi ce space  
Copy m achine 
Postage m achine 

Total 

$30,444 
4,893 
3.593 

$38,930 

$30,444 
4,893 
3.593 

$38,930 

$30,444 
4.893 

$35,337 

$30,444 

$30.444 

Rental expense for operating leases with scheduled rent increases is based on the relevant 
lease agreem ent except in those cases where a tem porary rent reduction is used as an 
inducem ent to enter the lease. In those instances, rental expense is determ ined on either a 
straight-line or interest basis over the term of the lease and not in accordance with lease term s 
as required by GASB Statem ent 13. 

CASH AND CASH EQUIVALENTS 

For reporting purposes, cash and cash equivalents include cash, dem and deposits, tim e 
deposits, and certificates of deposit. Under state law, the Exam iners of the NFA Board m ay 
deposit funds within a fiscal agent bank selected and designated by the Interim Em ergency 
Board. Further, the board m ay invest in tim e certificates of deposit of state banks organized 
under the laws of Louisiana, national banks having their principal offices in the state of 
Louisiana, in savings accounts or shares of savings and loan associations and savings banks

, 

10 
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and in share accounts and share certificate accounts of federally or state chartered credit 
unions. 

As reflected on Statem ent A, the Exam iners of the NFA Board had cash and cash equivalents 

totaling $153,064 at June 30, 1995. Cash and cash equivalents are stated at cost, which 
approxim ates m arket. Under state law these deposits m ust be secured by federal deposit 
insurance or the pledge of securities owned by the fiscal agent bank. The m arket value of the 
pledged securities plus the federal deposit insurance m ust at all tim es equal the am ounts on 
deposit with the fiscal agent. These pledged securities are held in the nam e of the pledging 
fiscal agent bank in a holding or custodial bank in the form of safekeeping receipts held by the 
state treasurer. The deposits at June 30, 1995, were secured as follows: 

Cash Equivalents 
Certificates Money 

Cash of Deposit Markets Tota 

Carrying amount on balance sheet $62,718 $50,000 $40,346 $153,064 

Bank balances: 

Insured (FDIC) or collateralized with 
securities held by the entity or its 
agent in the entity's name $62,718 $50,000 $40,346 $153,064 

J. DUE TO/FRO M OTHER FUNDS 

ndividual fund type balances due to/from other funds at June 30, 1995, are as follows 

Fund 

Departm ent of Health and Hospitals 

K. TOTAL CO LUM NS O N STATEM ENTS 

Due From 

Other Funds 

$49,641 

The total columns on the statements are captioned Memorandum Only (overview) to indicate 
that they are presented only to facilitate financial analysis. Data in these colum ns do not 
present financial position or results of operations in conform ity with generally accepted 
accounting principles. Neither is such data com parable to a consolidation. 
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12 
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Schedule of Per Diem  Paid Board M em bers 
For the Tw o Years Ended June 30

, 1995 

A. A. Kelley, Jr 
Ray Naquin 
Robert Rimes 
Harold Gam burg 
M yron A. W alker, M .D 
Joe Donchess 
John M atessino 
Enrica Singleton 
Betty Adam s 
Joseph Ham rick 
Maxine McCullough 
Elizabeth Hum phrey 

Tota 

13 

Schedule 1 

JUNE 30, 1995 JUNE 30. 1994 

$7,050 

$1,450 
500 
450 
650 
250 
300 
450 

1,800 
450 
600 
600 

$7,500 



OTHER REPO RTS REQ UIRED BY 

GO VERNM ENT AUDI~ NG STANDARDS 

The following pages contain reports on internal control structure and com pliance with laws and 
regulations required by Governm ent Auditing Standards, issued by the Com ptroller General of 
the United States. The report on internal control structure is based solely on the audit of the 
financial statem ents and includes, w here appropriate, any reportable conditions and/or m aterial 
weaknesses. The report on com pliance with laws and regulations is, likewise, based solely on 
the audit of the presented financial statements and presents, where applicable, compliance 
m atters that would be m aterial to the presented financial statem ents. 
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W e were engaged to audit the general purpose financial statem ents of the Louisiana Board of 
Exam iners for Nursing Facility Adm inistrators, a com ponent unit of the State of Louisiana, as of 
June 30, 1995, and for the two years then ended, and have issued our report thereon dated 
M ay 22, 1996. O ur report dated M ay 22, 1996, stated that because we were not able to satisfy 
ourselves as to the am ounts included in the general purpose financial statem ents, the scope of 
our work was not sufficient to enable us to express, and we did not express, an opinion on the 
financial statem ents. 

O ur audit w as to have been conducted in accordance w ith generally accepted auditing 
standards and Governm ent Auditing Standards, issued by the Com ptroller General of the 
United States. However, because of the control weaknesses noted in this exhibit, we were not 
able to apply the foregoing standards. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statem ents are free of 
m aterial m isstatem ent. 

M anagem ent of the Louisiana Board of Exam iners for Nursing Facility Adm inistrators is 
responsible for establishing and m aintaining an internal control structure. In fulfilling this 
responsibility, estimates and judgments by management are required to assess the expected 
benefits and related costs of internal control structure policies and procedures. The objectives 
of an internal control structure are to provide m anagem ent with reasonable, but not absolute, 
assurance that assets are safeguarded against loss from unauthorized use or disposition, and 
that transactions are executed in accordance with m anagem ent's authorization and recorded 
properly to perm it the preparation of general purpose financial statem ents in accordance with 
generally accepted accounting principles. Because of inherent lim itations in any internal control 

structure, errors or irregularities may nevertheless occur and not be detected. Also, projection 
of any evaluation of the structure to future periods is subject to risk that procedures may 
becom e inadequate because of changes in conditions or that the effectiveness of the design 
and operation of policies and procedures m ay deteriorate. 

EXHIBIT A 
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In planning and perform ing our audit of the general purpose financial statem ents of the 
Louisiana Board of Exam iners for Nursing Facility Adm inistrators, for the two years ended 
June 30, 1995, we obtained an understanding of the internal control structure. W ith respect to 
the internal control structure, we obtained an understanding of the design of relevant policies 
and procedures and whether they have been placed in operation, and we assessed control risk 
in order to determ ine our auditing procedures for the purpose of expressing an opinion on the 
general purpose financial statem ents and not to provide an opinion on the internal control 
structure. Accordingly, we do not express such as opinion. 

In our consideration of the internal control structure, we noted that the size of the board's 
operations precludes an adequate segregation of duties and other features of an adequate 
internal control structure, although to em ploy such controls m ay not be cost beneficial, w hich 
we c~ si~er t~ ~  a r~pm't~ e c~r'~it;,~r~ ~",d, er star',dar6s estab~is~,e~ by the Am ~ icar~ ~,~stit~te 
of Certified Public Accountants. Reportable conditions involve m atters com ing to our attention 
relating to significant deficiencies in the design or operation of the internal control structure that, 

in our judgment, could adversely affect the entity's ability to record, process, summarize, and 
report financial data consistent w ith the assertions of m anagem ent in the general purpose 
financial statem ents. The results of our tests disclosed the follow ing m atters that we consider 
to be reportable conditions. 

Accounting Control W eaknesses 

For the second consecutive audit, the Louisiana Board of Exam iners for Nursing Facility 
Adm inistrators did not provide proper internal controls or m aintain com plete accounting 
records during the period under audit. A good internal control structure should provide 
for adequate segregation of duties so that no one individual would be in a position to 
both initiate and conceal errors and/or irregularities. In addition, a proper internal control 
structure requires that records be maintained that (1) provide evidence that the board 
has fulfilled its stewardship responsibilities, (2) properly reflect and account for the 
receipt and disbursement of funds, (3) properly manage and safeguard assets, and 
(4) provide for the preparation of financial statements in accordance with generally 
accepted accounting principles. 

In our review of the internal control structure, we noted that the certified public 

accountant (CPA) contracted by the board has the following responsibilities, which we 
believe does not adequately segregate the duties of this individual's function: 

EXHIBIT A 
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Prepare and m aintain the general ledger 

M aintain the board's blank check stock. 

Signature authority on the board's checking account. 

M aintain facsim ile signature stam ps 

Affix required signatures on the checks 

Reconcile the checking account. 

Prepare the board's sem i-m onthly payroll register 

Prepare the board's sem i-m onthly payroll checks 

Prepare federal and state withholding tax returns 

Prepare a portion of the board's non-payroll checks 

Prepare adjusting journal entries as needed 

Prepare the board's financial statements 

In addition, in our review of the board's financial records, it was noted that approxim ately 

600 individual transactions were recorded by the CPA on journal entries without 
adequate documentation. The CPA recorded the journal entries without any type of 
journal entry document being prepared explaining the reason that the transaction was 
recorded. W ithout adequate docum entation, an audit trail does not exist and the 
transaction cannot be evaluated for appropriateness to the operations of the board. 

W e noted that the board used receipts with duplicate receipt num bers to support a 
significant portion of its revenue generated during the period. Use of duplicate cash 
receipt num bers increases the risk that revenues will not be properly recorded. It also 
does not provide a clear audit trail that would allow each transaction to be properly 
evaluated with regard to the operations of the board. In addition, we were unable to 
reconcile the board's general ledger to the financial statem ents for the year ended 
June 30. 1995. 

EXHIBIT A 



LEGISLATIVE AUDITOR 

LO UISIANA BOARD O F EXAM INERS FOR 
NURSING FACILITY A DM INISTRATO RS 
DEPARTM ENT O F HEALTH AND HOSPITALS 
STATE O F LO UISIANA 
Internal Control Report 
M ay 22, 1996 
Page 4 

The board should establish internal control policies and procedures that provide for an 
adequate segregation of duties and m aintain com plete and adequately docum ented 
accounting records. In a letter dated M ay 23, 1996, M r. Kem p W right, Executive 
Director, responded that "In a m eeting with representatives of the Legislative Auditor on 
April 23, 1996, it was m utually determ ined that the following steps could be taken to 
adequately segregate the duties of the board's Certified Public Accountant (CPA): 

Rescind signature authority on the board's checking account. 
Destroy all facsim ile signature stam ps. 
M aintain the board's blank check stock at board office. 

"The board's CPA was unaware of the states [sic] documentation requirements for 
journa~ entries. However, journa| entries are prepared with journal entry documents 
attached to supporting docum entation which explains the reason for the transaction. 

"in January 1996, the board instituted a new system of receipting. All m onies received 
needing to be receipted are scanned w ith an optical im aging system along w ith the 
corresponding deposit slip and stored according to date and deposit num ber. The new 
system elim inates the need for receipt books, thereby elim inating the possibility of 
duplicating receipt num bers. 

"Regarding the reconciliation of the board's general ledger to the financial statements, 
the board has revised the financial statem ents for FYE June 30, 1995 to reconcile with 
the corresponding financial statem ents and will subm it the financial statem ents to the 
Division of Adm inistration and to the Office of the Legislative Auditor." 

Payroll Overpaym ents 

The Board of Exam iners for Nursing Facility Adm inistrators did not have an adequate 
internal control structure over its payroll function. A good internal control structure 
requires that adequate control procedures be in place to reduce the risk that payroll 
related errors and/or irregularities could occur and not be detected in a tim ely m anner. 
During the past five and one-half years, a form er em ployee received approxim ately 
$15,000 of salary payments in excess of salary approvals by the board. This former 
em ployee was paid on a sem i-m onthly payroll period basis; however, the gross pay per 
payroll period continued to change for som e undeterm ined reason. None of the other 
employees' pay changed in this manner, except for valid pay increases or adjustments. 
W e were unable to determ ine a consistent pattern for the overpaym ents during the five 
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and one-half year period. The overpaym ents were not detected in a tim ely m anner 
because the board had not adopted adequate controls that provided for proper board 
approval over salary increases, proper calculation of pay rates, appropriate supervisory 
review of payroll transactions, and proper supervisory review of payroll disbursem ents. 

The board should strengthen its internal accounting controls over payroll rate changes. 
In addition, the board should seek restitution from the em ployee. In a letter dated 
M ay 23, 1996, M r. Kem p W right, Executive Director, responded that "O n April 13, 1995, 
the board initially presented inform ation to the Office of the Legislative Auditor that 
indicated that a form er em ployee had apparently been overpaid and that the board was 
beginning an investigation. The overpaym ents were detected as a result of newly 
instituted accounting controls over payroll. The board was unable to calculate an 
accurate amour~t of o'Jerpaymer~t, a~ , subsequer~t~J, the Office of ~,he L~gis~atNe A~d~tor 
assum ed the investigation on June 22, 1995. The board was provided an approxim ate 
figure as to the overpaym ent on M ay 8, 1996. 

"The board will continue to strengthen its internal controls over payroll rate changes and 
will seek restitution from the form er em ployee. The board will rely on the Offi ce of the 
Legislative Auditor to provide an exact am ount of the overpaym ent." 

A m aterial weakness is a reportable condition in which the design or operation of one or m ore 
of the specific internal control structure elem ents does not reduce to a relatively low level the 
risk that errors or irregularities in am ounts that would be m aterial in relation to the general 
purpose financial statem ents being audited m ay occur and not be detected within a tim ely 
period by em ployees in the norm al course of perform ing their assigned functions. 

O ur consideration of the internal control structure would not necessarily disclose all m atters in 
the internal control structure that m ight be reportable conditions and, accordingly, would not 
necessarily disclose all reportable conditions that are also considered to be m aterial 
weaknesses as defined above. However, we believe that the m atters relating to inadequate 
segregation of duties and accounting control weaknesses are m aterial weaknesses as defined 
abo~te. 

These conditions were considered in determ ining the nature, tim ing, and extent of the proce- 
dures to be perform ed in our audit of the board's financial statem ents for the two years ended 
June 30. 1995. 
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This report is intended for the inform ation and use of the board and its m anagem ent
. By 

provisions of state law, this report is a public document
, and it has been distributed to 

appropriate public offi cials. 
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Re.atdAfinn~ M at~.ri~l to the. ~ e.ner~l PtJrt3ose Financial Statem ents 

LO UISIANA BOARD O F EXAM INERS FOR 
NURSING FACILITY ADM INISTRATO RS 
DEPARTM ENT O F HEALTH AND HOSPITALS 
STATE O F LO UISIANA 
Baton Rouge, Louisiana 

W e were engaged to audit the general purpose financial statem ents of the Louisiana Board of 
Exam iners for Nursing Facility Adm inistrators, a com ponent unit of the State of Louisiana, as of 
June 30, 1995, and for the two years then ended, and have issued our report thereon dated 
M ay 22, 1996. O ur report dated M ay 22, 1996, stated that because we were not able to satisfy 
ourselves as to the am ounts included in the general purpose financial statem ents, the scope of 
our work was not suffi cient to enable us to express, and we did not express, an opinion on the 
financial statem ents. 

W e were unable to audit the financial statem ents of the Louisiana Board of Exam iners for 
Nursing Facility Adm inistrators because of the deficiencies in internal controls as discussed in 
Exhibit A of this report. O ur audit w as to have been conducted in accordance w ith generally 
accepted auditing standards and Governm ent Auditing Standards, issued by the Com ptroller 
General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statem ents are free of m aterial 
m isstatem ent. 

Com pliance with laws, regulations, and contracts applicable to the Louisiana Board of 
Exam iners for Nursing Facility Adm inistrators is the responsibility of the board's m anagem ent. 
As part of obtaining reasonable assurance about whether the financial statem ents are free of 
m aterial m isstatem ent, we perform ed tests of the board's com pliance with certain provisions of 
laws, regulations, and contracts. However, our objective was not to provide an opinion on 
overall com pliance with such provisions. Accordingly, we do not express such an opinion. 

M aterial instances of noncom pliance are failures to follow requirem ents, or violations of 
prohibitions, contained in statutes, regulations, contracts, or grants that cause us to conclude 
that the aggregation of the m isstatem ents resulting from those failures or violations is m aterial 
to the general purpose financial statem ents. The results of our tests of com pliance disclosed 
the instance of noncom pliance relating to nurse aides' certification card fees that m ay be 
m aterial to the general purpose financial statem ents but for which the ultim ate resolution cannot 
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presently be determ ined. Accordingly, no provision for any liability that m ay result has been 
recognized in the Louisiana Board of Exam iners for Nursing Facility Adm inistrators' 1995 
financial statem ents. The rem aining instances of noncom pliance, although not m aterial to the 
financial statem ents, are required to be reported herein under Governm ent Auditing Standards. 

Nurse Aides' Certification Card Fees 

The Board of Examiners for Nursing Facility Administrators imposed a $10 fee to certify 
nurse aides without statutory authority. The $10 fee was to be used to defray the costs 
of issuing certification cards to certified nurse aides. State law does not address nurse 
aides; however, federal law 42 U.S.C. 1396r(e) requires that the state establish and 
m aintain a registry of all individuals who have satisfactorily com pleted a nurse aide 
training and com petency evaluation program . In addition, the law states that "a state 
m ay not im pose any charges on a nurse aide relating to the registry ." 

During the year ended June 30, 1995, the board received $103,476 from the 
Departm ent of Health and Hospitals' Division of Health Services Financing through an 
interagency agreem ent to m aintain the nurse aide registry . The total fees collected for 
the certification cards for the year ended June 30, 1995, was $186,088 or 38 percent of 
total revenue reported for the year. The board cited as its authority Louisiana Revised 

Statute (LSA-R.S.) 37:2504, which enumerates the functions of the board over 
individuals who are nursing facility adm inistrators. This statute does not em power the 
board with any authority over certified nurse aides or any authority to im plem ent such 
fees. The fee was m ade effective Decem ber 1, 1994, through the adoption of an 
em ergency rule as published in the O ctober 1994, Louisiana Register. LSA-R.S. 49:968 
also requires the board to subm it a report of a fee increase to the House Com m ittee on 
Health and W elfare and the Senate Com m ittee on Health and W elfare prior to the 
adoption of the fee. No evidence was found that the board com plied with this regulation. 
The board's executive director stated that the emergency rule cited m ay have been in 
error and that the fee was the result of discussions with the Departm ent of Health and 
Hospitals. W e question the board's authority to im pose such a fee. 

The board should pursue a legal opinion from the Attorney General as to the legality of 
the fee. Until that opinion is received, the board should discontinue collecting the fee for 
the certification cards for certified nurse aides. In a letter dated M ay 23, 1996, 
M r. Kem p W right, Executive Director, responded that "The board does not agree with 
the opinion issued in the audit findings, furtherm ore, the board m aintains that it has 
statutory authority under LA R.S. 37:2504(C) to institute a charge for issuance of a card 
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to certified nurse aides. The authority which was cited when the rule was published as 
an em ergency rule, as a notice of intent, and as a rule, was not in error. The board is 

fully cognizant of 42 U.S.C. 1396r(e) and 42 CFR 483.156(b)(5) and it is the opinion of 
the board that offering a card or certificate to a certified nurse aide who is under no 
obligation to purchase such a card is not in conflict with federal law. The board does not 
assess a $10 fee to certify nurse aides. Revenues received from the card sales are 
prim arily used to further defray the costs of m aintaining the nurse aide registry, as the 
registry has grown from approxim ately 20,000 certified nurse aides in 1990 to over 
70.000 certified nurse aides in 1996. 

"Adoption and im plem entation of the fee was properly approved by the board as is 
evident in the m inutes of the regular quarterly m eeting of the board on Septem ber 8, 
1994. Reports of the fee im plem entation were subm itted to both the House and Senate 
Com m ittees on Health and W elfare on August 28, 1995, in accordance with the 

Administrative Procedures Act. (Receipts available) 

"The board has requested a legal opinion from the Attorney General relative to all 
concerns expressed in the prelim inary draft of your audit findings." 

Additional Com m ents: O ur research disclosed that the only law addressing "nurse 
aides" is federal law. Although the board contends that it has statutory authority under 

LSA-R.S. 37:2504(C) to institute a charge for the issuance of a card to certified nurse 
aides, it is our opinion that LSA-R.S. 37:2501-2511 relates to the board's statutory 
authority to issue licenses and registration certificates to individuals as nursing facility 
adm inistrators. Therefore, we reaffi rm our position that the board has no statutory 
authority to institute a charge for the issuance of a card to certified nurse aides. 

State Sales and Use Taxes 

During the two years ended June 30, 1995, the Louisiana Board of Exam iners of 
Nursing Facility Adm inistrators paid state sales and use taxes on purchases when the 
board w as exem pt from such taxes. LSA-R.S. 47:305.29 states that sales and use tax 
im posed by the state under LSA-R.S. 47:302 and 47:321 shall not apply to purchases 
by the state and any of its agencies and boards. During the two year period, the board 

paid a significant amount of state sales and use tax on purchases that were subject to 
taxes. W e estimate the taxes paid exceeded $9,500. 
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The board should discontinue paying state sales and use tax on taxable purchases. 
M anagem ent of the board responded that "The board has discontinued paying state 
sales and use tax on taxable purchases. The board is also seeking reim bursem ent from 
certain suppliers who provided goods purchased through Division of Adm inistration state 
contracted vendors." 

Special M eals 

The Board of Exam iners for Nursing Facility Adm inistrators did not com ply with state 
travel regulations. The Office of the Governor, Division of Adm inistration Policy and 
Procedures Memorandum 49 (PPM 49), the state's travel regulations, establishes 
guidelines for special m eals. It states that all special m eals m ust have prior approval 
from the com m issioner of adm inistration to be reim bursed, unless specific authority for 
approval has been delegated to a departm ent head for a period not to exceed one fiscal 
year. Our exam ination disclosed 21 instances of the board incurring special meals 
amounting to approximately $1,332. All the meals were incurred within the domicile of 
the board and in association w ith m eetings between board m em bers, em ployees, and/or 
board contractors. The recipients of these special m eals included the executive 
director, the assistant executive director, the board's contracted attorney, the board's 
contracted certified public accountant, and the board's contracted consultant. The 
board em ployees were not entitled to the special m eal provisions and the board 
contracts did not provide for the paym ent of such expenditures. In m ost instances, the 
m eetings took place during the lunch hour. W e found no evidence that the board had 
obtained the approval of the com m issioner of adm inistration. 

The board should not incur special m eals without the specific authorization of the 
com m issioner of adm inistration and should com ply with all provisions of PPM 49. In a 
letter dated M ay 23, 1996, M r. Kem p W right, Executive Director responded that "Special 
m eals are no longer incurred without the specific authorization of the com m issioner of 
adm inistration." 

W e considered these instances of noncom pliance in form ing our opinion on whether the board's 
financial statem ents are presented fairly, in all m aterial respects, in conform ity with generally 
accepted accounting principles, and this report does affect our report dated M ay 22, 1996, 
which offers no assurance on those financial statem ents. 
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This report is intended for the inform ation and use of the board and its m anagement. By 
provisions of state law, this report is a public docum ent, and it has been distributed to the 
appropriate public officials. 
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Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
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W e were engaged to audit the accom panying general purpose financial statem ents of the 
Louisiana Board of Exam iners for Nursing Facility Adm inistrators, a com ponent unit of the State 
of Louisiana, as of and for the two years ended June 30, 1995, as listed in the foregoing table 
of contents. These financial statements are the responsibility of management of the Louisiana 
Board of Exam iners for Nursing Facility Adm inistrators. 

As explained in Exhibit A of this report, the board's accounting records were incom plete and 
contained major inadequacies. These inadequacies made it impractical to apply sufficient audit 
procedures to enable us to express an opinion on the fair presentation of the accom panying 
general purpose financial statem ents. 

Because we were not able to apply sufficient auditing procedures to satisfy ourselves as to the 
am ounts included in the general purpose financial statem ents, the scope of our work was not 
sufficient to enable us to express, and we do not express, an opinion on the general purpose 
financial statem ents. 

In accordance with Governm ent Auditing Standards, we have also issued a report dated 
M ay 22, 1996, on our consideration of the board's internal control structure and a report dated 
M ay 22, 1996, on its com pliance with laws and regulations. 
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Balance Sheet, June 30, 1995 

ASSETS AND OTHER DEBITS 
Cash and cash equivalents 
Accounts receivables - NSF checks 
Due from other funds - DHH interagency 
transfers 
Other assets - accrued interest 
Fixed assets 

TOTAL ASSETS AND 
OTHER DEBITS 

LIABILITIES AND FUND EQUITY 
Liabilities: 

Accounts payable 
Payroll deductions and withholdings payable 
Due 1o other funds - retirement 
Other liabilities - accrual vacation and payoff 
Total Liabilities 

Equity and Other Credits: 
Investment in general fixed assets 
Fund balance - unreserved - 
undesignated 
Total Equity and Other Credits 

TOTALLIABILITIES, EQUITY 
AND OTHER CREDITS 

The accom panying notes are an 

GOVERNM ENTAL 

FUND - 
GENERALFUND 

$153,214 
510 

49,641 
207 

$203,572 

$12,966 
4,088 
5,706 
18.877 
41.637 

161.935 
161.935 

$203,572 

ntegral part of this statement 
3 

ACCOUNT 
GROUP - 
GENERAL 
FIXED 
ASSETS 

$84,116 

$84,116 

NONE 

$84,116 

84.116 

$84,116 

Statem ent A 

TOTAL 

(MEMORANDUM 
ONLY) 

$153,214 
510 

49,641 
207 

84.116 

$287,688 

$12,968 
4,088 
5,706 
18.877 
41.637 

84,116 

161.935 
246.051 

$287,688 
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Statem ent of Revenues, Expenditures, 
and Changes in Fund Balance 
For the Tw o Years Ended June 30, t995 

REVENUES 
Licenses, perm its, and fees 
Use of money and property - interest earnings 
O ther 

Total revenues 

EXPENDITURES 
General governm ent: 
Personal services and related benefits 
Operating serv ices 
M aterials and supplies 
Travel and other charges 
Capital outlay - fixed assets 
Total expenditures 

EXCESS (Deficiency) OF REVENUES 
OVER EXPENDITURES 

FUND BA LANCE AT BEG INNING O F YEAR 

FUND BALANCE AT END OFYEAR 

Statem ent B 

JUNE 30. 1995 JUNE 30. 1994 

$199,585 
3.398 

289.594 
492,577 

164,122 
128.629 
29,891 
17,904 
38.877 
379.423 

113.154 

48.781 

$161,935 

The accom panying notes are an integral part of this statement 

4 

$110,662 
3,307 

115.030 
228.999 

24,155 
76,538 
49,044 
12.361 

262,098 

(33,099) 

81.880 

$48.781 
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GOVERNM ENTAL FUND - G ENERAL FUND 

Statem ent of Revenues, Expenditures, and 
Changes in Fund Balance - Budget 
(GAAP/Non-GAAP Basis) and Actual 
For the Tw o Years Ended June 30. 1995 

REVENUES 
Revenues - Statement B 

EXPENDITURES 
Expenditures - Statement B 

EXCESS (Deficiency) OF REVENUES 
OVER EXPENDITURES 

FUND BALANCE AT BEG INNING 
O F YEAR 

JUNE 30 1995 

BUDGET ACTUAL 

VARIANCE 
FAVO RABLE 

(UNFAVORABLE) 

$488,830 $492,577 $3,747 

411.437 379.423 32.014 

77,393 113,154 35,761 

60,000 48.781 

FUND BALANCE AT END OF YEAR $137,393 $161,935 

The accom panying notes are an integral part of this statem ent 

5 

$24,542 
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Notes to the Financial Statem ents 
As and for the Two Years Ended June 30. 1995 

A. SUM MARY O F SIG NIFICANT ACCO UNTING PO LICIES 

The Exam iners of the NFA Board is a com ponent unit of the State of Louisiana created within 
the Louisiana Departm ent of Health and Hospitals, as provided by Louisiana Revised Statute 
37:2501. The board is com posed of 13 m em bers, appointed by the Governor who serve term s 
of various years. The board is charged with the responsibility of setting standards for nursing 
facility adm inistrators, exam ining and licensing NFA's, setting standards of practice, and 
developing and m aintaining federally m andated Certified Nurses Aide Registry. Operations of 
the board are funded with self-generated and interagency transfers from DHH. 

In April of 1984, the Financial Accounting Foundation established the Governmental Accounting 
Standards Board (GASB) to promulgate generally accepted accounting principles and reporting 
standards with respect to activities and transactions of state and local governmental entities. In 
June of 1987, the GASB issued a revised codification of governm ental accounting and financial 
reporting standards. The codification and subsequent GASB pronouncem ents are recognized 
as generally accepted accounting principles for state and local governm ent. 

The NFA Exam iners Board prepares its financial statem ents in accordance w ith the standards 
established by the GASB. GASB Codification Section 2100 establishes criteria for determ ining 
the governm ental reporting entity and has defined the governm ental reporting entity to be the 
State of Louisiana. The accom panying statements present only transactions of the NFA 
Exam iners Board, a com ponent unit of the State of Louisiana. 

Annually the State of Louisiana issues general purpose financial statements, which include the 
activity contained in the accom panying financial statem ents. The general purpose financial 
statem ents are issued by the Louisiana Division of Adm inistration, Office of Statewide 
Reporting and Accounting Policy and audited by the Louisiana Legislative Auditor. 

B. FUND ACCO UNTING 

The accounts of NFA Exam iners Board are organized on the basis of funds and account 
groups, each of which is considered a separate accounting entity. The operations of each fund 
are accounted for with a separate set of self-balancing accounts that com prise its assets, 
liabilities, fund equity, revenues and expenditures. Revenues are accounted for in these 
individual funds based upon the purpose for which they are to be spent and the m eans by 
which spending activities are controlled. The funds presented in the financial statem ents are 
descdbed as follows: 
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General Fund 

The General Fund is the principal fund and is used to account for the general operations 
of the board. The various fees and charges due the board are accounted for in this 
fund. G eneral operating expenditures are paid from this fund. 

Account G roups 

The two account groups are not funds. They are concerned only with the m easure- 
m ent of financial position, not with m easurem ent of results of operations. 

C. BASIS O F ACCO UNTING 

Basis of accounting refers to when revenues and expenditures are recognized and reported in 
the financial statem ents. Basis of accounting relates to the tim ing of the m easurem ents m ade

, 

regardless of the m easurem ent focus applied. The board's records are m aintained on the 
accrual basis of accounting using the following practices: 

Revenues 

Revenues for biennial re-registration are reported in the fiscal year in which they are 
used. 

All other revenues are reported within the year received or accrued 

Expenditures 

Expenditures are recognized and paid for during the fiscal year in which the obligations 
are incurred or accrued. 

Other Financing Sources (Uses) 

Interagency transfers from DHH to operate the CNA Registry are recognized and 
expensed during the fiscal year in w hich they are received or accrued. 

D. G ENERA L FIXED ASSETS 

Fixed assets used in the governm enta 
accounted for in the General Fixed Asset 

fund type operations (general fixed assets) are 
Account G roup, rather than in governm ental funds. 
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Depreciation has not been provided on general fixed assets. All fixed assets are valued at 
historical cost or estim ated historical cost. 

The changes in general fixed assets follow: 

Balance, July 1, 1993 
Additions 
Deletions 

Balance. June 30. 1994 

Balance, July 1, 1994 
Additions 
Deletions 

Balance. June 30. 1995 

E. ENCUM BRANCES 

Furniture and 
Equipm ent 

$24,741 
20,588 

(90) 

$45,239 

$44,969 
39,147 
NO NE 

$84,116 

The board does not use encum brance accounting other than up to 300 hours of annual leave 
per full-tim e em ployee. 

F. VACATIO N A ND SICK LEAVE 

The Exam iners of the NFA Board has the following policy related to vacation and sick leave 

Vacation and sick leave are accum ulated by classified and unclassified em ployees according to 
Civil Service regulations. 

At June 30, 1995, employees of the board had accumulated and vested $13,616 of em ployee 
leave benefits, which was com puted in accordance with GASB Codification C60

. O f this 
amount, $13,616 is recorded as an obligation of the General Fund. 
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G . PENSIO N PLAN 

Substantially all em ployees are m em bers of the State Em ployees Retirem ent System or the 
Social Security System . In addition to the em ployee contribution withheld at 7.5 percent of 
gross salary, the state contributes an additional 11.9 percent and 7.65 percent of gross salary 
to the State Retirem ent and Social Security System s, respectively. Contributions to the system 
are funded through em ployee and employer contributions of $10,887 and $15,775, respectively, 
for the year ended June 30, 1995, and $8,399 and $1,497, respectively, for the year ended 
June 30, 1994. The total current year payroll of the agency (all types of wages) was $138,120, 
and its current year payroll covered by the retirement system(s) was $111,087 for the year 
ended June 30, 1995, and total payroll of the agency was $103,913 and its payroll covered by 
the retirement system(s) was $88,790 for the year ended June 30, 1994. Under present 
statutes, the agency does not guarantee any of the benefits granted by the retirement system . 

H. LEASES 

O perating Leases 

Nature of the 
O Deratina Leases 1995-96 1996-97 1997-98 1998-99 

Offi ce space  
Copy m achine 
Postage m achine 

Total 

$30,444 
4,893 
3.593 

$38,930 

$30,444 
4,893 
3.593 

$38,930 

$30,444 
4.893 

$35,337 

$30,444 

$30.444 

Rental expense for operating leases with scheduled rent increases is based on the relevant 
lease agreem ent except in those cases where a tem porary rent reduction is used as an 
inducem ent to enter the lease. In those instances, rental expense is determ ined on either a 
straight-line or interest basis over the term of the lease and not in accordance with lease term s 
as required by GASB Statem ent 13. 

CASH AND CASH EQUIVALENTS 

For reporting purposes, cash and cash equivalents include cash, dem and deposits, tim e 
deposits, and certificates of deposit. Under state law, the Exam iners of the NFA Board m ay 
deposit funds within a fiscal agent bank selected and designated by the Interim Em ergency 
Board. Further, the board m ay invest in tim e certificates of deposit of state banks organized 
under the laws of Louisiana, national banks having their principal offices in the state of 
Louisiana, in savings accounts or shares of savings and loan associations and savings banks

, 

10 
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and in share accounts and share certificate accounts of federally or state chartered credit 
unions. 

As reflected on Statem ent A, the Exam iners of the NFA Board had cash and cash equivalents 

totaling $153,064 at June 30, 1995. Cash and cash equivalents are stated at cost, which 
approxim ates m arket. Under state law these deposits m ust be secured by federal deposit 
insurance or the pledge of securities owned by the fiscal agent bank. The m arket value of the 
pledged securities plus the federal deposit insurance m ust at all tim es equal the am ounts on 
deposit with the fiscal agent. These pledged securities are held in the nam e of the pledging 
fiscal agent bank in a holding or custodial bank in the form of safekeeping receipts held by the 
state treasurer. The deposits at June 30, 1995, were secured as follows: 

Cash Equivalents 
Certificates Money 

Cash of Deposit Markets Tota 

Carrying amount on balance sheet $62,718 $50,000 $40,346 $153,064 

Bank balances: 

Insured (FDIC) or collateralized with 
securities held by the entity or its 
agent in the entity's name $62,718 $50,000 $40,346 $153,064 

J. DUE TO/FRO M OTHER FUNDS 

ndividual fund type balances due to/from other funds at June 30, 1995, are as follows 

Fund 

Departm ent of Health and Hospitals 

K. TOTAL CO LUM NS O N STATEM ENTS 

Due From 

Other Funds 

$49,641 

The total columns on the statements are captioned Memorandum Only (overview) to indicate 
that they are presented only to facilitate financial analysis. Data in these colum ns do not 
present financial position or results of operations in conform ity with generally accepted 
accounting principles. Neither is such data com parable to a consolidation. 
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Schedule of Per Diem  Paid Board M em bers 
For the Tw o Years Ended June 30

, 1995 

A. A. Kelley, Jr 
Ray Naquin 
Robert Rimes 
Harold Gam burg 
M yron A. W alker, M .D 
Joe Donchess 
John M atessino 
Enrica Singleton 
Betty Adam s 
Joseph Ham rick 
Maxine McCullough 
Elizabeth Hum phrey 

Tota 

13 

Schedule 1 

JUNE 30, 1995 JUNE 30. 1994 

$7,050 

$1,450 
500 
450 
650 
250 
300 
450 

1,800 
450 
600 
600 

$7,500 



OTHER REPO RTS REQ UIRED BY 

GO VERNM ENT AUDI~ NG STANDARDS 

The following pages contain reports on internal control structure and com pliance with laws and 
regulations required by Governm ent Auditing Standards, issued by the Com ptroller General of 
the United States. The report on internal control structure is based solely on the audit of the 
financial statem ents and includes, w here appropriate, any reportable conditions and/or m aterial 
weaknesses. The report on com pliance with laws and regulations is, likewise, based solely on 
the audit of the presented financial statements and presents, where applicable, compliance 
m atters that would be m aterial to the presented financial statem ents. 



DANIEl. G. KYLE, PI I.D., CPA, CFE 
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BATON ROUGE, LOUISIANA 70804-9397 

M ay 22, 1996 

LO UISIANA BOARD O F EXAM INERS FOR 
NURSING FACILITY ADM INISTRATO RS 
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Baton Rouge, Louisiana 
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TELEPHONE: (504) 339-3800 
FACSIMILE: (504) 339-3870 

W e were engaged to audit the general purpose financial statem ents of the Louisiana Board of 
Exam iners for Nursing Facility Adm inistrators, a com ponent unit of the State of Louisiana, as of 
June 30, 1995, and for the two years then ended, and have issued our report thereon dated 
M ay 22, 1996. O ur report dated M ay 22, 1996, stated that because we were not able to satisfy 
ourselves as to the am ounts included in the general purpose financial statem ents, the scope of 
our work was not sufficient to enable us to express, and we did not express, an opinion on the 
financial statem ents. 

O ur audit w as to have been conducted in accordance w ith generally accepted auditing 
standards and Governm ent Auditing Standards, issued by the Com ptroller General of the 
United States. However, because of the control weaknesses noted in this exhibit, we were not 
able to apply the foregoing standards. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statem ents are free of 
m aterial m isstatem ent. 

M anagem ent of the Louisiana Board of Exam iners for Nursing Facility Adm inistrators is 
responsible for establishing and m aintaining an internal control structure. In fulfilling this 
responsibility, estimates and judgments by management are required to assess the expected 
benefits and related costs of internal control structure policies and procedures. The objectives 
of an internal control structure are to provide m anagem ent with reasonable, but not absolute, 
assurance that assets are safeguarded against loss from unauthorized use or disposition, and 
that transactions are executed in accordance with m anagem ent's authorization and recorded 
properly to perm it the preparation of general purpose financial statem ents in accordance with 
generally accepted accounting principles. Because of inherent lim itations in any internal control 

structure, errors or irregularities may nevertheless occur and not be detected. Also, projection 
of any evaluation of the structure to future periods is subject to risk that procedures may 
becom e inadequate because of changes in conditions or that the effectiveness of the design 
and operation of policies and procedures m ay deteriorate. 

EXHIBIT A 
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In planning and perform ing our audit of the general purpose financial statem ents of the 
Louisiana Board of Exam iners for Nursing Facility Adm inistrators, for the two years ended 
June 30, 1995, we obtained an understanding of the internal control structure. W ith respect to 
the internal control structure, we obtained an understanding of the design of relevant policies 
and procedures and whether they have been placed in operation, and we assessed control risk 
in order to determ ine our auditing procedures for the purpose of expressing an opinion on the 
general purpose financial statem ents and not to provide an opinion on the internal control 
structure. Accordingly, we do not express such as opinion. 

In our consideration of the internal control structure, we noted that the size of the board's 
operations precludes an adequate segregation of duties and other features of an adequate 
internal control structure, although to em ploy such controls m ay not be cost beneficial, w hich 
we c~ si~er t~ ~  a r~pm't~ e c~r'~it;,~r~ ~",d, er star',dar6s estab~is~,e~ by the Am ~ icar~ ~,~stit~te 
of Certified Public Accountants. Reportable conditions involve m atters com ing to our attention 
relating to significant deficiencies in the design or operation of the internal control structure that, 

in our judgment, could adversely affect the entity's ability to record, process, summarize, and 
report financial data consistent w ith the assertions of m anagem ent in the general purpose 
financial statem ents. The results of our tests disclosed the follow ing m atters that we consider 
to be reportable conditions. 

Accounting Control W eaknesses 

For the second consecutive audit, the Louisiana Board of Exam iners for Nursing Facility 
Adm inistrators did not provide proper internal controls or m aintain com plete accounting 
records during the period under audit. A good internal control structure should provide 
for adequate segregation of duties so that no one individual would be in a position to 
both initiate and conceal errors and/or irregularities. In addition, a proper internal control 
structure requires that records be maintained that (1) provide evidence that the board 
has fulfilled its stewardship responsibilities, (2) properly reflect and account for the 
receipt and disbursement of funds, (3) properly manage and safeguard assets, and 
(4) provide for the preparation of financial statements in accordance with generally 
accepted accounting principles. 

In our review of the internal control structure, we noted that the certified public 

accountant (CPA) contracted by the board has the following responsibilities, which we 
believe does not adequately segregate the duties of this individual's function: 

EXHIBIT A 
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Prepare and m aintain the general ledger 

M aintain the board's blank check stock. 

Signature authority on the board's checking account. 

M aintain facsim ile signature stam ps 

Affix required signatures on the checks 

Reconcile the checking account. 

Prepare the board's sem i-m onthly payroll register 

Prepare the board's sem i-m onthly payroll checks 

Prepare federal and state withholding tax returns 

Prepare a portion of the board's non-payroll checks 

Prepare adjusting journal entries as needed 

Prepare the board's financial statements 

In addition, in our review of the board's financial records, it was noted that approxim ately 

600 individual transactions were recorded by the CPA on journal entries without 
adequate documentation. The CPA recorded the journal entries without any type of 
journal entry document being prepared explaining the reason that the transaction was 
recorded. W ithout adequate docum entation, an audit trail does not exist and the 
transaction cannot be evaluated for appropriateness to the operations of the board. 

W e noted that the board used receipts with duplicate receipt num bers to support a 
significant portion of its revenue generated during the period. Use of duplicate cash 
receipt num bers increases the risk that revenues will not be properly recorded. It also 
does not provide a clear audit trail that would allow each transaction to be properly 
evaluated with regard to the operations of the board. In addition, we were unable to 
reconcile the board's general ledger to the financial statem ents for the year ended 
June 30. 1995. 

EXHIBIT A 
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The board should establish internal control policies and procedures that provide for an 
adequate segregation of duties and m aintain com plete and adequately docum ented 
accounting records. In a letter dated M ay 23, 1996, M r. Kem p W right, Executive 
Director, responded that "In a m eeting with representatives of the Legislative Auditor on 
April 23, 1996, it was m utually determ ined that the following steps could be taken to 
adequately segregate the duties of the board's Certified Public Accountant (CPA): 

Rescind signature authority on the board's checking account. 
Destroy all facsim ile signature stam ps. 
M aintain the board's blank check stock at board office. 

"The board's CPA was unaware of the states [sic] documentation requirements for 
journa~ entries. However, journa| entries are prepared with journal entry documents 
attached to supporting docum entation which explains the reason for the transaction. 

"in January 1996, the board instituted a new system of receipting. All m onies received 
needing to be receipted are scanned w ith an optical im aging system along w ith the 
corresponding deposit slip and stored according to date and deposit num ber. The new 
system elim inates the need for receipt books, thereby elim inating the possibility of 
duplicating receipt num bers. 

"Regarding the reconciliation of the board's general ledger to the financial statements, 
the board has revised the financial statem ents for FYE June 30, 1995 to reconcile with 
the corresponding financial statem ents and will subm it the financial statem ents to the 
Division of Adm inistration and to the Office of the Legislative Auditor." 

Payroll Overpaym ents 

The Board of Exam iners for Nursing Facility Adm inistrators did not have an adequate 
internal control structure over its payroll function. A good internal control structure 
requires that adequate control procedures be in place to reduce the risk that payroll 
related errors and/or irregularities could occur and not be detected in a tim ely m anner. 
During the past five and one-half years, a form er em ployee received approxim ately 
$15,000 of salary payments in excess of salary approvals by the board. This former 
em ployee was paid on a sem i-m onthly payroll period basis; however, the gross pay per 
payroll period continued to change for som e undeterm ined reason. None of the other 
employees' pay changed in this manner, except for valid pay increases or adjustments. 
W e were unable to determ ine a consistent pattern for the overpaym ents during the five 

EXHIBIT A 
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and one-half year period. The overpaym ents were not detected in a tim ely m anner 
because the board had not adopted adequate controls that provided for proper board 
approval over salary increases, proper calculation of pay rates, appropriate supervisory 
review of payroll transactions, and proper supervisory review of payroll disbursem ents. 

The board should strengthen its internal accounting controls over payroll rate changes. 
In addition, the board should seek restitution from the em ployee. In a letter dated 
M ay 23, 1996, M r. Kem p W right, Executive Director, responded that "O n April 13, 1995, 
the board initially presented inform ation to the Office of the Legislative Auditor that 
indicated that a form er em ployee had apparently been overpaid and that the board was 
beginning an investigation. The overpaym ents were detected as a result of newly 
instituted accounting controls over payroll. The board was unable to calculate an 
accurate amour~t of o'Jerpaymer~t, a~ , subsequer~t~J, the Office of ~,he L~gis~atNe A~d~tor 
assum ed the investigation on June 22, 1995. The board was provided an approxim ate 
figure as to the overpaym ent on M ay 8, 1996. 

"The board will continue to strengthen its internal controls over payroll rate changes and 
will seek restitution from the form er em ployee. The board will rely on the Offi ce of the 
Legislative Auditor to provide an exact am ount of the overpaym ent." 

A m aterial weakness is a reportable condition in which the design or operation of one or m ore 
of the specific internal control structure elem ents does not reduce to a relatively low level the 
risk that errors or irregularities in am ounts that would be m aterial in relation to the general 
purpose financial statem ents being audited m ay occur and not be detected within a tim ely 
period by em ployees in the norm al course of perform ing their assigned functions. 

O ur consideration of the internal control structure would not necessarily disclose all m atters in 
the internal control structure that m ight be reportable conditions and, accordingly, would not 
necessarily disclose all reportable conditions that are also considered to be m aterial 
weaknesses as defined above. However, we believe that the m atters relating to inadequate 
segregation of duties and accounting control weaknesses are m aterial weaknesses as defined 
abo~te. 

These conditions were considered in determ ining the nature, tim ing, and extent of the proce- 
dures to be perform ed in our audit of the board's financial statem ents for the two years ended 
June 30. 1995. 

EXHIBIT A 
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This report is intended for the inform ation and use of the board and its m anagem ent
. By 

provisions of state law, this report is a public document
, and it has been distributed to 

appropriate public offi cials. 

M GT:M LD:d 

INFA) 

ed 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
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DEPARTM ENT O F HEALTH AND HOSPITALS 
STATE O F LO UISIANA 
Baton Rouge, Louisiana 

W e were engaged to audit the general purpose financial statem ents of the Louisiana Board of 
Exam iners for Nursing Facility Adm inistrators, a com ponent unit of the State of Louisiana, as of 
June 30, 1995, and for the two years then ended, and have issued our report thereon dated 
M ay 22, 1996. O ur report dated M ay 22, 1996, stated that because we were not able to satisfy 
ourselves as to the am ounts included in the general purpose financial statem ents, the scope of 
our work was not suffi cient to enable us to express, and we did not express, an opinion on the 
financial statem ents. 

W e were unable to audit the financial statem ents of the Louisiana Board of Exam iners for 
Nursing Facility Adm inistrators because of the deficiencies in internal controls as discussed in 
Exhibit A of this report. O ur audit w as to have been conducted in accordance w ith generally 
accepted auditing standards and Governm ent Auditing Standards, issued by the Com ptroller 
General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statem ents are free of m aterial 
m isstatem ent. 

Com pliance with laws, regulations, and contracts applicable to the Louisiana Board of 
Exam iners for Nursing Facility Adm inistrators is the responsibility of the board's m anagem ent. 
As part of obtaining reasonable assurance about whether the financial statem ents are free of 
m aterial m isstatem ent, we perform ed tests of the board's com pliance with certain provisions of 
laws, regulations, and contracts. However, our objective was not to provide an opinion on 
overall com pliance with such provisions. Accordingly, we do not express such an opinion. 

M aterial instances of noncom pliance are failures to follow requirem ents, or violations of 
prohibitions, contained in statutes, regulations, contracts, or grants that cause us to conclude 
that the aggregation of the m isstatem ents resulting from those failures or violations is m aterial 
to the general purpose financial statem ents. The results of our tests of com pliance disclosed 
the instance of noncom pliance relating to nurse aides' certification card fees that m ay be 
m aterial to the general purpose financial statem ents but for which the ultim ate resolution cannot 
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presently be determ ined. Accordingly, no provision for any liability that m ay result has been 
recognized in the Louisiana Board of Exam iners for Nursing Facility Adm inistrators' 1995 
financial statem ents. The rem aining instances of noncom pliance, although not m aterial to the 
financial statem ents, are required to be reported herein under Governm ent Auditing Standards. 

Nurse Aides' Certification Card Fees 

The Board of Examiners for Nursing Facility Administrators imposed a $10 fee to certify 
nurse aides without statutory authority. The $10 fee was to be used to defray the costs 
of issuing certification cards to certified nurse aides. State law does not address nurse 
aides; however, federal law 42 U.S.C. 1396r(e) requires that the state establish and 
m aintain a registry of all individuals who have satisfactorily com pleted a nurse aide 
training and com petency evaluation program . In addition, the law states that "a state 
m ay not im pose any charges on a nurse aide relating to the registry ." 

During the year ended June 30, 1995, the board received $103,476 from the 
Departm ent of Health and Hospitals' Division of Health Services Financing through an 
interagency agreem ent to m aintain the nurse aide registry . The total fees collected for 
the certification cards for the year ended June 30, 1995, was $186,088 or 38 percent of 
total revenue reported for the year. The board cited as its authority Louisiana Revised 

Statute (LSA-R.S.) 37:2504, which enumerates the functions of the board over 
individuals who are nursing facility adm inistrators. This statute does not em power the 
board with any authority over certified nurse aides or any authority to im plem ent such 
fees. The fee was m ade effective Decem ber 1, 1994, through the adoption of an 
em ergency rule as published in the O ctober 1994, Louisiana Register. LSA-R.S. 49:968 
also requires the board to subm it a report of a fee increase to the House Com m ittee on 
Health and W elfare and the Senate Com m ittee on Health and W elfare prior to the 
adoption of the fee. No evidence was found that the board com plied with this regulation. 
The board's executive director stated that the emergency rule cited m ay have been in 
error and that the fee was the result of discussions with the Departm ent of Health and 
Hospitals. W e question the board's authority to im pose such a fee. 

The board should pursue a legal opinion from the Attorney General as to the legality of 
the fee. Until that opinion is received, the board should discontinue collecting the fee for 
the certification cards for certified nurse aides. In a letter dated M ay 23, 1996, 
M r. Kem p W right, Executive Director, responded that "The board does not agree with 
the opinion issued in the audit findings, furtherm ore, the board m aintains that it has 
statutory authority under LA R.S. 37:2504(C) to institute a charge for issuance of a card 
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to certified nurse aides. The authority which was cited when the rule was published as 
an em ergency rule, as a notice of intent, and as a rule, was not in error. The board is 

fully cognizant of 42 U.S.C. 1396r(e) and 42 CFR 483.156(b)(5) and it is the opinion of 
the board that offering a card or certificate to a certified nurse aide who is under no 
obligation to purchase such a card is not in conflict with federal law. The board does not 
assess a $10 fee to certify nurse aides. Revenues received from the card sales are 
prim arily used to further defray the costs of m aintaining the nurse aide registry, as the 
registry has grown from approxim ately 20,000 certified nurse aides in 1990 to over 
70.000 certified nurse aides in 1996. 

"Adoption and im plem entation of the fee was properly approved by the board as is 
evident in the m inutes of the regular quarterly m eeting of the board on Septem ber 8, 
1994. Reports of the fee im plem entation were subm itted to both the House and Senate 
Com m ittees on Health and W elfare on August 28, 1995, in accordance with the 

Administrative Procedures Act. (Receipts available) 

"The board has requested a legal opinion from the Attorney General relative to all 
concerns expressed in the prelim inary draft of your audit findings." 

Additional Com m ents: O ur research disclosed that the only law addressing "nurse 
aides" is federal law. Although the board contends that it has statutory authority under 

LSA-R.S. 37:2504(C) to institute a charge for the issuance of a card to certified nurse 
aides, it is our opinion that LSA-R.S. 37:2501-2511 relates to the board's statutory 
authority to issue licenses and registration certificates to individuals as nursing facility 
adm inistrators. Therefore, we reaffi rm our position that the board has no statutory 
authority to institute a charge for the issuance of a card to certified nurse aides. 

State Sales and Use Taxes 

During the two years ended June 30, 1995, the Louisiana Board of Exam iners of 
Nursing Facility Adm inistrators paid state sales and use taxes on purchases when the 
board w as exem pt from such taxes. LSA-R.S. 47:305.29 states that sales and use tax 
im posed by the state under LSA-R.S. 47:302 and 47:321 shall not apply to purchases 
by the state and any of its agencies and boards. During the two year period, the board 

paid a significant amount of state sales and use tax on purchases that were subject to 
taxes. W e estimate the taxes paid exceeded $9,500. 
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The board should discontinue paying state sales and use tax on taxable purchases. 
M anagem ent of the board responded that "The board has discontinued paying state 
sales and use tax on taxable purchases. The board is also seeking reim bursem ent from 
certain suppliers who provided goods purchased through Division of Adm inistration state 
contracted vendors." 

Special M eals 

The Board of Exam iners for Nursing Facility Adm inistrators did not com ply with state 
travel regulations. The Office of the Governor, Division of Adm inistration Policy and 
Procedures Memorandum 49 (PPM 49), the state's travel regulations, establishes 
guidelines for special m eals. It states that all special m eals m ust have prior approval 
from the com m issioner of adm inistration to be reim bursed, unless specific authority for 
approval has been delegated to a departm ent head for a period not to exceed one fiscal 
year. Our exam ination disclosed 21 instances of the board incurring special meals 
amounting to approximately $1,332. All the meals were incurred within the domicile of 
the board and in association w ith m eetings between board m em bers, em ployees, and/or 
board contractors. The recipients of these special m eals included the executive 
director, the assistant executive director, the board's contracted attorney, the board's 
contracted certified public accountant, and the board's contracted consultant. The 
board em ployees were not entitled to the special m eal provisions and the board 
contracts did not provide for the paym ent of such expenditures. In m ost instances, the 
m eetings took place during the lunch hour. W e found no evidence that the board had 
obtained the approval of the com m issioner of adm inistration. 

The board should not incur special m eals without the specific authorization of the 
com m issioner of adm inistration and should com ply with all provisions of PPM 49. In a 
letter dated M ay 23, 1996, M r. Kem p W right, Executive Director responded that "Special 
m eals are no longer incurred without the specific authorization of the com m issioner of 
adm inistration." 

W e considered these instances of noncom pliance in form ing our opinion on whether the board's 
financial statem ents are presented fairly, in all m aterial respects, in conform ity with generally 
accepted accounting principles, and this report does affect our report dated M ay 22, 1996, 
which offers no assurance on those financial statem ents. 
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This report is intended for the inform ation and use of the board and its m anagement. By 
provisions of state law, this report is a public docum ent, and it has been distributed to the 
appropriate public officials. 

M GT:M LD:dl 

[NFA] 

itted 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
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