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"The recommendations in this report 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 operations of the department should be considered in reaching decisions on courses of action. Findings relating to the department's compliance with applicable laws and regulations should be addressed immediately by management. This report is intended for the information and use of the department and its management. By provisions of state law, this report is a public document, and it has been distributed to appropriate public officials. 
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personnel for workers' compensation claims, there are other claims on the listing that are not being reviewed by anyone. Because the Claims Edit Listing has not been reviewed completely, there is increased risk that the status of all litigation within the department may not be reported correctly to ORM. There is also the risk that the insurance premiums for the department may be calculated incorrectly because the listing is not being reviewed in its entirety. The department should route the Claims Edit Listing from ORM to all appropriate sections within the department for review of accuracy and completeness. In a letter dated November 7, 1996, Ms. Robin M. Houston, Secretary of Labor, stated the department concurred with the finding and administrative procedures have been put in place to correct this situation. Lack of Segregation of Duties Over Bank Reconciliation The Department of Labor, Office of Employment Security (OES), has not implemented procedures that provide for an adequate segregation of duties over the reconciliation of the OES administrative bank account. A good internal control structure should (I) provide adequate segregation of duties so no one employee would be in a position to both initiate and conceal errors and/or irregularities, and (2) ensure that errors or irregularities are detected in a timely manner by employees performing their assigned duties. The fiscal manager has incompatible functions in that she has access to the computer system, records deposits, makes and records wire transfers, provides the information used to determine the cash totals, reconciles the cash total to the federal report, provides this total for the bank reconciliation, and sometimes helps in the actual preparation of the bank reconciliation. Management did not realize that there was a lack of adequate segregation of duties over the OES administrative bank account reconciliation process. By not having proper controls in place, errors or irregularities could occur and not be detected in a timely manner. The department should revise its internal control procedures to provide for the proper segregation of duties in the reconciliation of the OES administrative bank account. In a letter dated November 6, 1996, Ms. Robin M Houston, Secretary of Labor, stated that the department concurred with the finding, and fiscal procedures have been revised to correct the lack of segregation of duties over bank reconciliations. 
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between the State of Louisiana and the U.S. Department of the Treasury to achieve 9rearer eff~ency, effectiveness, and equity Jr) the transfer of federal funds as required by the CMIA of 1990. The agreement specifies the procedures to be used by OES for drawing money for payroll and administrative costs for two programs: Unemployment Insurance administrative costs (CFDA 17.225) and Job Training Partnership Act (CFDA 17.250). The agreement requires actual payroll costs to be drawn using the average clearance pattern, which is based on a three day check clearance. Administrative costs are required to be drawn using the actual and adjusted estimated clearance pattern. The administrative costs consist of the actual expenditures for the current week and an estimate of expenditures for the upcoming week. The agreement requires administrative costs for all programs to be drawn at the same time as payroll. Under these patterns, the bi-weekly payroll and the administrative costs for the two programs are to be drawn on the Friday of the payday so that funds will be received on the following Monday. The department's actual draws were based on the balance in the department's bank account instead of the required clearance patterns. No documentation existed to show how the actual draws were calculated. Also, the department did not draw funds for payroll and administrative costs for these two programs on a consistent basis, drawing funds as many as four weeks apart (March 4 to Apdl 9, 1996), or as often as twice per week in May 1996. Failure to draw payroll and administrative funds timely results in noncompliance with the CMIA Agreement and the department using state funds to provide the funds necessary to cover program expenditures rather than federal funds that were available for that purpose. The department should establish procedures to ensure that funds are drawn in compliance with the CMIA Agreement. In a letter dated September 4, 1996, Ms. Robin M. Houston, Secretary of Labor, stated that the department agreed with the finding. She stated that procedures have been established for the fiscal year beginning July 1, 1996, to ensure that funds are drawn in compliance with the CMIA Agreement. Lack of Review of Claims Edit Listing For the second year, the Department of Labor does not have adequate internal controls in place to determine the accuracy and completeness of the Office of Risk Management's (ORM) Claims Edit Listings. In accordance with rules promulgated by ORM, all claims and litigation, with the exception of expropriations, certain contract suits, and civil service matters, must be reported to ORM. ORM requests that each agency review the quarterly listing for accuracy of the claims reported, including a review for completeness. Any errors or omissions related to the listing are to be reported to ORM. Although the claims listing is being reviewed by department 
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As part of our audit of the financial statements of the State of Louisiana for the year ended June 30, 1996, we conducted certain procedures at the Department of Labor. Our procedures included (1) a review of the department's internal control structure; (2) tests of financial transactions; (3) tests of adherence to applicable laws, regulations, policies, and procedures governing financial activities; and (4) a review of compliance with prior year report recommendations. The June 30, 1996, Annual Fiscal Report of the Department of Labor was not audited or reviewed by us, and, accordingly, we do not express an opinion or any other form of assurance on that report. The department's accounts are an integral part of the financial statements of the State of Louisiana, upon which the Louisiana Legislative Auditor expresses an opinion. Our procedures included interviews with management personnel and selected department personnel. We also evaluated selected documents, files, reports, systems, procedures, and policies as we considered necessary. After analyzing the data, we developed recommen- dations for improvements. We then discussed our findings and recommendations with appropriate management personnel before submitting this written report. 
In our prior management letter dated December 11, 1995, to the Department of Labor, we reported findings relating to cash management procedures, time and attendance records, manual checks, and claims edit listing. The findings relating to time and attendance records and manual checks have been resolved by management. The findings relating to implementing procedures for compliance with the cash management agreement and ensuring controls exist for adequately reviewing the claims edit listing are addressed again in this report. Based upon the application of the procedures referred to previously, all significant findings are included in this report for management's consideration. Noncompliance With Cash Management Improvement Act For the second consecutive year, the Department of Labor, Office of Employment Security (OES), has not implemented procedures to ensure compliance with the Cash Management Improvement Act (CMIA) Agreement. The agreement was entered into 
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