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As part of our audit of the State of Louisiana's financial statem ents for the year ended June 30, 
1999, we conducted certain procedures at the M edical Center of Louisiana at New Orleans. 
Our procedures included (1) a review of the medical center's internal controls; (2) tests of 
financial transactions; (3) tests of adherence to applicable ~aws, regulations, policies, and 
procedures governing financial activities; and (4) a review of compliance with prior year report 
recom m endations. 

The June 30, 1999, Annual Fiscal Report of the M edical Center of Louisiana at New Orleans 
was not audited or reviewed by us, and, accordingly, we offer no form of assurance on that 
report. The m edical center's accounts, under the Louisiana State University Health Care 
Services Division, are an integral part of the State of Louisiana's financial statem ents, upon 
which the Louisiana Legislative Auditor expresses an opinion. 

O ur procedures included interv iews with selected m anagement personnel and other selected 
m edical center personnel. W e also evaluated selected docum ents, files, reports, system s, 
procedures, and policies as we considered necessary. After analyzing the data, we developed 
recom m endations for im provem ents. W e then discussed our findings and recom m endations 
with appropriate m anagem ent personnel before subm itting this written re port. 

In our prior m anagement letter, dated February 3, 1999, we reported findings relating to 
inaccurate patient charges, unlocated m ovable property, and electronic data processing control 
weaknesses. These findings have not been resolved by m anagem ent and are addressed again 
in this report. 

Based on the application of the procedures referred to previously, all significant findings are 
included in this report for m anagem ent's consideration. 

Inaccurate Patient Charges 

For the twelfth consecutive year, the M edical Center of Louisiana at New Orleans has 
not com pleted the developm ent and im plementation of effective proce dures to provide 
m anagem ent with assurance that all charges incurred by patients are accurate. An 
adequate system of internal control requires com plete and accurate patient charges. 
W hile the m edical center has im plem ented im provem ents that have reduced the tim e 
needed to subm it patient billings and have established policies and procedures to 
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monitor the Charge Description Master (master file of charges), billing accuracy is still a 
concern. 

At our request, the m edical center's Coding and Revenue Enhancem ent Departm ent 
audited 30 bills totaling $292,499. Those audits by the Coding Department revealed 
inaccuracies in 29 (98.7%) of the 30 bills. Twenty-eight bills contained undocumented 
charges (overcharges) totaling $24,401 (8.3%). Also, undercharges or unbilled charges 
on 26 of the bills totaled $27,046 (9.3%). As a result, management has no assurance 
that al( bills accurately reflect charges for services perform ed. 

Additional Com m ents: The m edical center's policy referred to by m anagem ent relates 
to late charges and not error rates. Although the net dollar errors are one percent, the 
gross overcharges and undercharges were 8.3% and 9.3% , respectively. Also, the 
num ber of patient bills containing errors was 96,7% . 

nadequate Controls O ver M ovable Property 

For the second consecutive year, the Medical Center of Louisiana at New Orleans did 
not m aintain adequate internal controls over m ovable property as prescribed by the 
commissioner of administration and Louisiana law. Louisiana Revised Statute (R.S.) 
39:325 requires agencies to conduct an annual inventory of m ovable property and report 

any unlocated movable property to the Louisiana Property Assistance Agency (LPAA). 
Louisiana Administrative Cede (LAC) 34:VI1.313 states, in part, that efforts must be 
m ade to locate all m ovable property for which there are no explanations available for 
their disappearance. R.S. 39:323 and LAC 34:Vl1.307 require that acquisitions be 
tagged and inform ation forwarded to LPAA within 45 days of receipt of the m ovable 
property item . In addition, LAC 34:VII.311 states, in part, that property location shall be 
kept current. The following deficiencies in m ovable property records were observed: 

In our previous audit, we reported that the m edical center could not locate 
$9.4 million of m ovable property. In its Certification of Annual Property 
Inventory dated April 29, 1999, the m edical center reported that it still 
could not locate $4.6 million of that movable property. In addition, on 
August 24, 1999, the m edical center's m ovable property section reported 
1,739 items totaling $2.6 m illion as unlocated at its facility for the year 
ended June 30, 1999. Of this amount, $1.9 million (74%) consisted of 
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electronic data processing equipm ent. The total value of unlocated 
property of $7.2 million, which is comprised of the $4.6 million of 
unlocated property from 1998 and $2.6 million in 1999, represents 9% of 
the total m ovable property inventory. 

In a review of 464 m ovable property item s acquired and added to the 
m ovable property listing for the period January through M arch 1999, 69 
items (15%) totaling $351,954 were not reported to LPAA within 45 days 
of re ceipt of the item s. The item s were reported to LPAA between 49 and 
674 days after receipt. 

In a test of 32 m ovable property item s acquire d during the period July 1, 
1998, through March 31, 1999, 8 items (25%) did not have correct 
location codes. 

Failure to locate, tim ely tag, and accurately record location codes of all m ovable property 
exposes the m edical center to possible loss, theft, and m isuse of its assets and could 
result in the m isstatem ent of the m ovable property assets in the financial statem ents. 

The m edical center should continue its efforts to locate all m ovable property and should 
im plem ent adequate internal controls to tim ely tag and ensure the accuracy of location 
codes. M anagem ent concurre d with the finding and recom m endation and outlined a 
plan of corrective action (see Appendix A, page 6). 

Electronic Data Processing Control W eaknesses 

For the second consecutive year, the M edical Center of Louisiana at New Orleans has 
deficiencies relating to access to its Shared Medical System (SMS), an on-line electronic 
data processing (EDP) system. An adequate system of internal controls requires that 
individuals be perm itted access only to data files and functions necessary to perform 
their norm al duties. Furtherm ore, a periodic re view of user access to the SM S should be 
done to elim inate unnecessary access. A re view of 745 individuals having access to the 
SMS determined that 38 individuals (5.1%) had two user identification codes issued to 
them and 6 individuals (.8%) had three user identification codes. 

These conditions occurred because m anagem ent has not placed suffi cient em phasis on 
establishing controls over the EDP function. The medical center does not have written 
procedures that require security adm inistrators to regularly review user access to the 
EDP Systems and elim inate unnecessary access. Failure to establish adequate controls 
in an on-line data entry environm ent could result in the loss of data, inconsistent use of 
on-line data entry procedures, and increased risk that errors or fraud could occur and not 
be detected in a tim ely m anner. 
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M anagem ent of the m edical center should establish written procedures that require 
security adm inistrators to regularly review user access to the EDP system s and 
elim inate unnecessary access. In addition, the m edical center should restrict access to 
application data files to em ployees on a business-need-only basis. M anagem ent 
concurred with the finding and recom m endation and outlined a plan of corrective action 
(see Appendix A, page 8). 

The recommendations in this report represent, in our judgment, those most likely to bring about 
beneficial im provem ents to the operations of the m edical center. The varying nature of the 
recom mendations, their im plem entation costs, and their potential im pact on operations of the 
m edical center should be considered in reaching decisions on courses of action. The finding 
re~ating to the m edical center's com pliance with laws and regulations should be addressed 
im m ediately by m anagem ent. 

This report is intended for the inform ation and use of the M edical Center of Louisiana at New 
Orleans and its m anagem ent. By provisions of state ~aw, this report is a public docum ent, and it 
has been distributed to appropriate public officials. 

EI3:JR:RCL:d 

[MCLNO] 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
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Response to Legislative Audit Finding 
Medical Center of Louisiana 
Inaccurate Patient Charges 

Dear Dr. Kyle: 

W e do not concur with this legislative audit finding. 

Your finding indicates  that 30 bills were audited by the Revenue Enhancem ent Department to determine 
if billings were accurate. The overall variance of the total lost charges, which for the purposes of this 
document are defined as the net over/under changes, was I% of total charg es. According to the results 
of your testing, MCL was performing well within our Hospital Policy which states: 

"Even though every effort shall be m ade to ensure accu rate and tim ely patient billing, 
late and lost charg es will unfortunately occur. The acceptable level of late charg es at 
M CL shall not exceed 10~/= of M CL's gross revenue. This level will be m onitored 
m onthly by the Late and Lost Charges Com mittee," 

Additionally, MCL has placed  em phasis on reducing the total of late and lost charg es through the Late 
and Lost Charge Committee, During the pe~od of August, 1998 through July, 1999, MCL decreased 
total late and lost charges  by over 50% . Numerous other accom plishments have been achieved by the 
Committee and we feel that it demonstrates our on-going commitment to resolution of this issue. 
Specifio details of the challenges and accomplishments of the Committee are outlined in the attached 
docum ent. 

Helen Bates 
Ed Booker 

Ken Laney 
Debble Zim m erm an 

M ~dical Center of Louisiana 
Charity Hospital ~ 1532 Tulane Avenue ~ New Orleans, LA 70112-2860 ~ (504} 568.2311 
UniversityHo~pital ~ 2021 Perdido Street ~ New Orleans, LA T0112-1396 o (504) 588.3000 



LOST AND LATE CHARGE COMMITTEE SUMMARY 
MINUTES AND ACCOMPU 5HMENT$ 

FISCAL YEAR 1999 

LOST AND LATE cHARGE COM MITTr:E ACHIEVEM ENTS 
PROCEDURAL ISSUES 

HIV OUtpatient Clinic (HOP) 
In April, 1998, the committee met with SMS and personnel from the HIV Outpatient Clinic (HOP) to 
determ ine the cause of late and lost charges. During this review session, it was disco vered that the 
Hospital Admission Technicians (HATs) in the HOP did not possess the system access to both enter 
charges and ch arge codes. The HATs had the ability to enter the ciinlc ch arges but then had to batch the 
charge slips so the procedures codes co uld be entered by another source. This process was fragmented 
and cum bemom e causing m any late and Iosl charges. The following solutions were enacted to alleviate 
these prob)em atic issue: 

The HOP HATs wa re given the ability W enter both clinic charg es and procedure co des. 
Hospital Information Systems (HIS) was brought into the project with the specific tasks of 
activating the emboss ers, installing the necess ary wiring, pass words and computer 
term inals needed to accomplish this goal. 
The responsibility of entering charges and procedure co des was moved from the 
fragm ented system of partial charging by the HATs and partial charg ing by Batch  Control 
to the total responsibility of the Director of HOP. As of June 1, 1999, the entering of both 
charg es and procedure codes began in the HOP clinic as one process. 

HOP's late charg es have dropped from a high of $32,849 in October 1998 to $70 in July, 
1999, This equates to 9.43% ofthe HOP's average weekly revenue 
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Rehabilitation Services 
In March 1999, m et with SMS and the Director of Rehabilitation Services to review the patient charge 
process for the Departm ent of Rehabilitation Serv ices. 

Rehabilitation Serv ices experience  chronic late charg es. Therapists often turn ed in 
ch arg e slips m onths after patient visits and/or after patients had com pleted their regim e 
of treatm ent causing very late charg es. Developed a system where by the clerk verified 
that all chargers are entered each day by ch ecking the charges against the daily patient 
viSit I/sting. ff a patient was on the daily patient visi! list arm the clerk had not rece ived a 
ch arge slip for the patient, the clerk would contact the therapist for the charg e slip. 
Therapists were also asked  to subm it charg es to th e clerk twice  a day so that the clerk 
co uld enter these ch arges tim ely. The therapiSts were also instructed as to the 
importance of accurately charging each patient each day. Late charges dropped from a 
high of $4,840 in September, 1998 to $402 in July, 1999. This equated to a 9.41% of the 
average weekly revenue. 
Outpatient ch arg es were late on the Charity Campus due to the absence of HATs within 
this area to re gister outpatients prior to their treatment. If a patient came in for treatment 
and did no have a valid account number, the patient could not be charg ed. The c~erk in 
the outpatient physical therapy are a often had to hold patient's charg es until a valid 
account num ber could be obtained. Now, when a HAT is not available in this area, one 
is sent from another location with the hospital to accommodate patient registration. Late 
charges dropped from a high of $32,302 in January, 1999 to $3,683 in July, 1999. This 
equates to 5% of the avera ge weekly revenue. 

Respira tow  Therapy 
Prior to September, 1998, respiratory therapy did not have a proce ss for ensuring ch arg e entry on 
weekends and holidays. These charg es would have to wait until the next available workday for input. 
Initiatives were put into place so ch arg es  could be input each  day, even weekends and holidays. Late 
charges have dropped from a high of $83,372 in December, 1998 to $50,786 in July, 1999. These 
equates to 15% of Respiratory Therapy's average weekly revenue. 

Opera ting Room 
Met with the Nursing Adm iniStrator over the Operating Room to discuss their ch arg e entry process

. 

Clerical staff was hire d dedicated to charg e entry and processes were added to m onitor charg e entry 
activity. The operating room reco rded late charges as high as $23,696 in August, 1998 dropping to $528 
in July, 1999. This equates to .05% of the Operating Room's average weekly revenue. 
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SYSTEM ISSUES 

Pharm acy 
In AuguSt, 1998, Pharmacy expe~enced a large quantity of group format errors (GFEs) which caused 
Pharm acy charges to post late creating many late charges. Several initiatives were added such as: 

a m icrowave connection 
installation of a new, larg er file server ded icated specifically to Pharm acy 
m oving the Pharm acy fro m the token dng network: to the Ethere al 
upgrading the system to Novel 5.0 in an effort to increase the bandwidth of data tra nsfer 
and to facilitate faSter thro ughput and more accurate thro ughput of data 

Late charges dropped from a high of $711,553.63 In September, 1998 to $366,093 in August, 1999. This 
equates to 20% of Pharm acy's average weekly revenue. 

LA B 
Laboratory Services experienced a vadety of issues to the interface  betw een the dlnical and financial 
databases resulting in late and Lost charges . Presently, the Lab m anually inputs all outpatient charg es 
due to a lack of resource scheduling in the am bulatory patient care areas. Additionally, due to the Non- 
indexed Account Conversion of May 1, 1999, the Lab experience d an increase in late charges. This 
syStem problem is a focus of the SMS Strategic Assessm ent Team . This system problem will also be 
addressed with the Sunquest im plem entation, which  is sched uled to go live in Septem ber, 1999. 

Radiology 
The Depadm ent of Radiology experienced ro uting problem s with the onset of SM S O n:lers on the Charity 
Campus, Orders for Radiology serv ices often printed at an incorrect location and/or printed in a delayed 
tim e fram e, resulting in duplicate ord em end the neoessity to issue num ero us credits. This system 
problem Is another of the focuses of the SM S Strategic Assessment Team . 
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SOLUTIONS 

M CL has contracted with SMS to 8ssist in the correction to these system s issues. The contract with SMS 
has  two main goals: 

Com plete a strategic ass essm ent ofthe system problems. The team rem ained on-site 
for a period of four weeks to analyze and Identify the sourco  of the charge capture Issues 
and m ake recommendations for the resolutions. This 8MS engagement is completed. 
Based on SM S's assessm ent, MCLNO has engaged SM S's ~ssistance with the 
developm ent of the im plem entation plan and the co rrective actions necess ary to co rrect 
system issues. This work is in progress. SMS reports progress  weekly to the CFO. 

Co-Chairm an 
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Response to die Legislative Auditor Findings 
M edical Center o/'Louisiana a! New Orleans 
Unlocated M ovable Property 

Dear Dr. Kyl~: 

M anagemem concurs widn dm finding oflru~dequate Coulrols over M ovable properly 

In order to resolve rJ~ese comrol issues, we propose TJjr followi.~g plan) of action: 

~ Develop a job descripdo, demi!ing the qlmlificafions necessary for the position of MCL Direclor of 
Property,. 

~ Recruit and hire all indiv'idtml who meeLs the nects~  quali~calions, prtgerabl.v ;m expcfic.~ed  
Director of Propewty. 

Additionally. M CL must eslabllsh a more ~)ccu ram mellmdo)ogy of mki~)g Oic ao,e.h'd mot'able prope cly 
iuvemory and n~int~ilxlt~g on a~omte ~c~;om~th',g for the invocatory. 1. order it, ~ccomplisl) this MCL x~ill: 

~ Develop policies and procedures to insure adequate controls ~xisl over the movable property an0 hs 
related dalabase. 

,, Esmbllsh ~ux accurate moveable property dalabase. 
~ Re-h~g all moveable property wiO~ smaller more durable tags Io improve lag pemm,eac.v. 
~ Developatminingprogram forprope rtysmlTwhlelliacludes: 

~ Talcing an accurate inventory 
~ Insuring tlmt all moveable prope.y is ragged and recorded accumteh, and wirlfi. 45 &).*soP 

receipt as required by LPAA 
~ M ainb.'~ining art accurate moveable prnp~rty dat'.~basc, h~suriug. :Ill approerialc 9al)cc~.ork iS 

completed, filed ,q,d recorded or) bo~h tl,~ M CL d;m')base a))d LPAA. 
~ Complete .'m accurate F"Y 2000 tuovable pcopcny invc.lory by 3/31.100 a,id rcsoh.e Ihe discrqzmcles 

by 6130100. 

M edical Center of Louisiana 
Charity Hospital ~ 1532 Tulene Avenue ~ New Orleans, I_A 70112-2860 ~ 1504) 568-2311 
University Hospital ~ 2021 Perdido Street ~ New Orleans, LA 70112-1396 ~ {504}588-3000 
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These ~ctinns will be tl~e responsibility of Helen Bates, Acting CFO - M CL, the Comroller - M CL, to be 
hired and the Director of Property -M CL, to be |dred. ~ 

Helen Bates 
Ed Booker 
Ken La.ney 
Debbie Zimmcrman 

7 



Daniel G. Kyle, Ph.D., CPA 
Legisiative Auditor 
16,00 North Third Street 
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Legislative Audit Response 
Medical Center of Louisiana 
Electronic Data Prooesslng ContrOls 

Dear Dr. Ky~e: 

Management concurs with the finding related to Electronic Data Processing (EDP) Control W eaknesses 

In order to resolve these control issues the following actions will be taken 

1) 

2) 

W ritten procedures will be finalized and issued 

LSU Health Sciences Center (LSUHSC)-HCSD Information Systems will take control of the entire security 
adm inistration process. All other hospitals adopted this procedure. Control wilt transfer to LSUHSC- 
HCSD IS within 2 weeks from this response. 

Future plans are for security adm inistration for SMS accounts to be placed under the Security group at 
LSU Health Sciences Center (LSUHSC). LSUHSC already has a group dedicated to this function. Last 
year. in an audit response concerning security adm inistration for HCSD we indicated a desire to create 
such a group in Baton Rouge or New Orleans for the HCSD hospitals. "To leverage econom ies of scale, 

and the experience LSUHSC has in enterprise security adm inistration, we will propose the creation of one 
to two additional positions to service the security needs of HCSD. W hen approved, control will transfer to 
this group. 

Greg Speyer. Chief Inform ation Officer, LSUHC-HCSD, will be responsible for the im plementation of these 

co: Helen Bates 
Ed Booker 
Greg Speyer 

/ 

Ken Laney 
Debbie Zimm erm an 

M cd]~BI Center o~ Lou~si~rta 
Charity FIo~pital ~ 1532 Tulane Avenue ~ New Orleans

, LA 70112-2860 - (504) 568-2311 
University Hospital ~ 2021 Perdido Street ~ New Orleans, LA 70112-1396 ~ t504) 5B8-3000 


