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the 1995 Regular Session of the Louisiana Legislature requires agencies with budgets in excess of $30 million to use existing program resources and table of organization for the purpose of establishing an internal auditor position. Considering the size of OSFA's assets ($33,111,530) and revenues ($35,539,469) at June 30, 1996, an effective internal audit function is important to ensure that the OSFA's assets are safeguarded and that the OSFA's policies and procedures are uniformly applied. OSFA should continue its efforts to fill the position of intemal auditor so that an effective internal audit function is implemented. In a letter dated August 7, 1996, Mr. Jack L. Guinn, Executive Director, concurred with the finding and recommendation. On November 12, 1996, OSFA hired an internal auditor who is a certified public accountant. The recommendation in this report represents, in our judgment, that most likely to bring about a beneficial improvement to the operation of the office. The nature of the recommendation, the implementation cost, and the potential impact on operations of the office should be considered in reaching a decision on a course of action. By provisions of state law, this report is a public document, and it has been distributed to appropnate public officials. 
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As part of our audit of the State of Louisiana's financial statements for the year ended June 30, 1996, we conducted certain procedures at the Office of Student Financial Assistance. Our procedures included (1) a review of the office's intemal 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 recommen- dations. The June 30, 1996, Annual Fiscal Report of the Office of Student Financial Assistance 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 office's accounts are an integral part of the State of Louisiana's financial statements, upon which the Louisiana Legislative Auditor expresses an opinion. Our procedures included interviews with management personnel and selected office personnel. We also evaluated selected documents, files, reports, systems, procedures, and policies as we considered necessary. After analyzing the data, we developed recommendations for improvement. We then discussed our findings and recommendations with appropriate management personnel before submitting this written report. 
In our prior report on the Office of Student Financial Assistance for the year ended June 30, 1995, we reported a finding related to the need for an internal audit function. This finding has not been resolved and is addressed again in this report. Based ,Jpon the application of the procedures referred to previously, all significant findings are included in this report for management's consideration. llnternal Audit Function I--or the sixth consecutive year, the Office of Student Financial Assistance (OSFA) did not have an effective internal audit function to examine, evaluate, and report on its internal controls and to evaluate the extent to which its employees complied with those controls. OSFA established an intemal audit function and appointed an intemal auditor in June 1996, but that person was subsequently promoted out of the position. Act 16 of 
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Under the provisions of state taw, this report is e public documenL A copy of this report has been submitted to the Governor, to the Attomey General, and to other public officials as required by state law. A copy of this report has been made available for public inspection at the Baton Rouge office of the Legislative Auditor. 
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