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To the Governor, the Members of the Legislature, and the Taxpayers of Louisiana

The State of Louisiana Single Audit Report, along with the June 30, 1999, Comprehensive
Annual Financial Report, provides an overview of the operations of Louisiana state government.
Each year the Louisiana Legislative Auditor audits the activities of state government’s
departments, agencies, universities, and other organizational units to ensure accountability and
to review agency compliance with certain laws and regulations relating to financial matters.  The
results, including reportable findings, are included in my Single Audit Report.

As a result of my audit of the 1999 Comprehensive Annual Financial Report, I issued a qualified
opinion on the state’s general purpose financial statements contained in the separately issued
Louisiana Comprehensive Annual Financial Report.  My opinion, dated December 23, 1999,
was qualified because the state’s financial statements did not include financial data on
Grambling State University in the discretely presented component units, which should have
been included to conform with generally accepted accounting principles.

The 1999 Single Audit Report includes my report on the Schedule of Expenditures of Federal
Awards, along with my reports on compliance with laws and regulations and internal control
over financial reporting and federal programs for the State of Louisiana.  The report contains 90
matters that require the attention of state government, including questioned costs in federal
programs of $16,470,589.  The respective federal grantors will determine the resolution of those
questioned costs.

The Executive Summary highlights the statewide issues that are major concerns as well as
issues that are material to the state’s financial operations.  The report continues to cite the State
of Louisiana for not implementing an effective internal audit function and for not maintaining
adequate internal accounting controls over movable property.  The report also highlights
findings on two newly established community colleges.  In establishing their administrative
operations, Baton Rouge Community College and South Louisiana Community College failed to
install proper accounting controls over receipts and disbursements, which resulted in
inadequate financial reporting by the two colleges.  The findings point out the numerous control
deficiencies in existence at both community colleges.

Louisiana’s governmental leadership continues to face many challenges and many difficult
decisions including changes in law, resources, and technology.  These changes represent
challenges that we must face with integrity, intelligence, and foresight.  As Legislative Auditor, I
am committed to providing accurate, timely, and relevant information to the legislature and
taxpayers of Louisiana to assist them in addressing the current problems facing our state.

Sincerely,

Daniel G. Kyle, CPA, CFE
Legislative Auditor
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Introduction

The Single Audit Report for the fiscal year ended June 30, 1999, contains the Schedule of
Expenditures of Federal Awards along with the auditor’s report thereon.  Also included are the
auditor’s reports on internal control and compliance related to the financial statements and
internal control and compliance related to major federal award programs.  These audit reports
are supported by the schedules of findings and questioned costs in the accompanying report.

The single audit, as performed by the Louisiana Legislative Auditor and other auditors, meets
the requirements of the Single Audit Act as amended in 1996, and the associated U.S. Office
of Management and Budget (OMB) Circular A-133.

The single audit includes various departments, agencies, universities, and other organizational
units included in the Comprehensive Annual Financial Report of the State of Louisiana using
the criteria established by Governmental Accounting Standards Board Statement 14, “The
Financial Reporting Entity.”  Status as a component unit was determined by evaluating the
primary government’s financial accountability, which includes selection of a voting majority of
the governing authority, imposition of will, financial benefit and/or burden, and fiscal
dependence.

Our Vision

A government responsive to the needs of the people of Louisiana and accountable for
efficient, effective, and appropriate use of public resources through timely, objective and
accurate public communications.

Our Mission

To provide legislative oversight relating to the use of public funds within Louisiana’s state
and local governments

Our Objectives

• Provide the legislature and other public officials with accurate, relevant information for use
in their decision-making process

• Provide quality audit services for state and local governments and those who rely on those
services

• Maintain a credible, professional organization devoted to serving the needs of our
customers

• Provide personnel, environment, and resources to meet the needs of our customers
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Findings and Questioned Costs

As a result of auditing Louisiana’s general purpose financial statements and Schedule of
Expenditures of Federal Awards, we noted certain deficiencies concerning internal control and
compliance with laws and regulations.  These deficiencies are presented in the schedules of
findings and questioned costs as described in the Table of Contents of the accompanying
report.

Our audit for fiscal year ended June 30, 1999, indicated that approximately 58% of the findings
reported in prior audits were resolved.  A total of 90 findings were reported within this year’s
Single Audit Report.  This total includes 27 findings (30%) that were repeat findings from a
prior audit.

The 1999 Single Audit Report discloses questioned costs of $16,470,589, which are detailed
within the findings that are presented in the Schedule of Federal Award Findings and
Questioned Costs (Schedule C) of the accompanying report.  The resolution of these
questioned costs will be determined by the respective grantors.

Below and on the following page are graphical descriptions of the trend of total findings over
the past five years, the number of repeat findings as compared to new findings for this fiscal
year, and the state’s reported questioned costs over the past five years.  It is important to note
that the criteria for reporting federal findings were changed significantly by OMB Circular A-
133, which explains in part the reduction in total findings during fiscal years 1997, 1998, and
1999.

Trend of Findings
       Findings                                    Over the Past Five Years
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Statewide Areas of Concern

Four findings were reported in the 1999 Single Audit Report that warrant statewide concern.
One of those four findings,  “Ineffective Internal Audit Function,” represents a material
weakness in internal control.  For a finding to be considered a statewide concern, it has one or
more of the following characteristics:

1. It exists at numerous departments throughout the state.
2. It arises from current statewide policies that do not satisfactorily address the state's

needs.
3. It could have a significant fiscal impact on either the state as a whole or on a segment

of the state.

Material Weakness

Ineffective Internal Audit Function

For the seventeenth consecutive year, the State of Louisiana did not have an effective internal audit
function for state government to examine, evaluate, and report on its internal control, including data
processing, and to evaluate its compliance with the policies and procedures of the control system.

Although internal audit resources exist within some agencies, a study and evaluation of the state's
internal control found that an effective internal audit function did not exist at eleven state agencies.  An
effective internal audit function is needed to ensure that the state's assets are safeguarded and that state
policies and procedures are uniformly applied.

Other Statewide Findings

Improper Use of Nonrecurring Revenue

For the fourth consecutive year, the State of Louisiana did not use nonrecurring revenue to retire or
defease bonds “in addition to existing amortization requirements of the state,” as required by both the
Louisiana Constitution and Act 6 of the 1998 Regular Session.  Nonrecurring revenue of $147,014,000,
resulting from the General Fund unreserved - undesignated fund balance for fiscal year ended (FYE)
June 30, 1997, was declared by the Revenue Estimating Conference and placed in an escrow agent
bank account on June 22, 1998.  During FYE June 30, 1999, at least $42 million of the $147 million in
escrow was used to defease debt with maturity dates falling in the 1999 fiscal year.  Defeasing short-term
debt requirements has the effect of reducing the state’s debt service expenditures paid from current
collections and frees up funds for other purposes.  However, it does not fulfill the constitutional
requirement that nonrecurring revenue be used “in addition to existing amortization requirements.”

Management should use nonrecurring revenues to retire or defease bonds “in addition to the existing
amortization requirements,” instead of using the funds to meet existing amortization requirements.
Management should consider selecting bonds for defeasement that would provide the greatest overall
cost savings to the state in the long-term.
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Noncompliance With State’s Movable Property Regulations

The State of Louisiana did not ensure that all state agencies, hospitals, universities, and component units
maintain adequate internal accounting control over movable property as prescribed by the Commissioner
of Administration and Louisiana law.  The state's policies and procedures should be uniformly applied to
ensure that movable property is adequately safeguarded and accurately reported in the financial
statements.

An audit of movable property records throughout the state disclosed that ten state agencies, five
technical colleges, two state hospitals, two community colleges, one state developmental center, one
state board, and one state school did not maintain an adequate movable property control system.
Several of these agencies have had movable property audit findings for more than one year.

The State of Louisiana should take the necessary measures to ensure that all state agencies, hospitals,
universities, and component units maintain adequate internal accounting control over movable property
to comply with the state movable property regulations as prescribed by the Commissioner of
Administration and Louisiana law.

Inconsistent Billing of Insurance Premiums

For the second consecutive audit period, the Office of Risk Management (ORM), under the direction of
the Office of Planning and Budget (OPB), billed state agencies for the cost of insurance in a manner that
may cause federal programs to bear an inequitable share of the cost.  OMB Circular A-87 mandates cost
principles designed to ensure that federal awards bear only their fair share of costs.

Annually, ORM bills each state agency for various types of insurance.  To calculate the amount of
premium necessary for each class of insurance, ORM considers exposure (the magnitude of potential
losses) and experience (past losses).  However, because of budget constraints, OPB did not include the
full amount of calculated premiums in the state’s budget.  In addition, rather than implementing an
across-the-board reduction, OPB designated the specific amount of premium that each agency was to be
charged.

As a result of the state’s inconsistent reductions in billings, state agencies receiving federal funding
through interagency transfers or directly may have been billed at a higher rate than agencies without
available federal funding.  The state has contracted for outside assistance in calculating the amount of
any overcharges to federal programs for fiscal years 1997 through 1999.  Because this project is
incomplete, an estimate of questioned costs is currently unavailable.

The state should continue the process of determining which federal programs, if any, have been charged
an inequitable amount of insurance cost and the amount of those overcharges.  Any identified
overcharges should be reimbursed to the federal government.  In the future, if insurance premium
reductions should be necessary, the state should use a method that will ensure that federal programs
bear an equitable share of costs.
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Other Material Findings

During the 1999 Single Audit, the statewide finding “Ineffective Internal Audit Function,”
discussed previously, is considered to be a material weakness in internal control over financial
reporting.

For a finding to be considered a material weakness in internal control over financial reporting,
the design or operation of one or more of the specific internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions.

Two other findings described below were considered to be material weaknesses in internal
control over compliance with federal program requirements.  For a finding to be considered a
material weakness in internal control over compliance, the design or operation of one or more
of the internal control components does not reduce to a relatively low level the risk that
noncompliance with applicable requirements of laws, regulations, contracts, and grants that
would be material in relation to a major federal program being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions.

DEPARTMENT OF SOCIAL SERVICES

Inadequate Control Over Vocational Rehabilitation Grants to States Program

The Department of Social Services, Division of Rehabilitation Services (LRS), did
not maintain adequate internal control and did not consistently adhere to its
established procedures in the administration of the Rehabilitation Services -
Vocational Rehabilitation Grants to States federal program.  Audit interviews
disclosed that the LRS central office failed to perform oversight monitoring of the
regional offices and, therefore, the regional offices did not timely enter
obligations into the accounting system.  Also, three counselors served clients to
whom they were related.  Finally, some counselors had incompatible duties in
that they authorized services and had access to the accounting system to both
obligate funds and process payments to service providers and clients.

In a review of client files, it was noted that in two of 20 case files examined, the
eligibility determination was extended beyond the time frame established by
federal regulations and internal policy, and the file did not contain documentation
of the client’s consent for that extension.  This exception has occurred for the
second consecutive year.
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BATON ROUGE COMMUNITY COLLEGE

Inadequate Administration of the Rehabilitation Services -
Vocational Rehabilitation Grants to States Program

Baton Rouge Community College (BRCC) did not comply with certain laws,
regulations, and contract provisions that regulate the Rehabilitation Services -
Vocational Rehabilitation Grants to States federal program.  The audit of
program records disclosed instances of noncompliance including:

Eligibility

Three of 10 participant files tested in BRCC’s Office of Special Programs
did not contain adequate documentation of the students’ disability.

Allowable Costs

BRCC allocated 75% and 80% of salary and related benefits for the
program director and assistant director, respectively, to the grant.
However, the director and assistant director did not maintain time sheets
to document actual time spent on grant activities, resulting in federal
questioned costs of $50,959.

Procurement

BRCC paid a contractor $1,200 to obtain communication facilitators for
the summer 1999 term without a signed contract or invoice requesting
payment resulting in those costs being questioned.  Also, BRCC paid
$12,488 in excess of the contract amount to provide closed captioning
services, resulting in those costs being questioned.

Financial Reports

The Office of Special Programs did not submit all required financial
reports timely in accordance with the grant agreement.
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Louisiana Community and Technical College System

Following is a summary of findings from Baton Rouge Community College and South
Louisiana Community College. These findings are included in the accompanying report.

BATON ROUGE COMMUNITY COLLEGE

Bank Account Not Reconciled to Accounting Records

Baton Rouge Community College (BRCC) has not reconciled its operating bank
account to the accounting records since the account was opened in July 1998.
During the period from July 1998 through June 30, 1999, the operating bank
account receipts and disbursements totaled $6,728,633 and $4,691,046,
respectively.  BRCC accounting personnel’s unfamiliarity with the accounting
software and bank reconciliation procedures contributed to the failure to
reconcile the bank account.

Inadequate Controls Over Cash Receipts

BRCC has not established adequate controls over cash receipts.  During fiscal
year 1999, BRCC deposited cash and checks from tuition, fees, and other self-
generated sources totaling $1,861,416.  A review of controls over cash receipts
revealed the following weaknesses:

• BRCC did not reconcile cash receipts for tuition and fees to amounts
recorded and deposited in the bank.

• Library copy machine fees were collected, but no records were
maintained of the number of copies made or total receipts collected from
the copy machine.

• Documentation indicated that fees for educational seminars totaling
$11,595 were remitted to the accounting office but only $11,370 was
deposited and recorded in BRCC’s general ledger.

• During December 1998, the college bookstore refunded $2,493 in cash
to BRCC’s accounting office.  However, this cash was not recorded in
the college’s accounting records or deposited in the bank until May 4,
1999.
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• Cash receipts in the Bursar’s Office were not adequately safeguarded.
Several different individuals including two student bursars, the Director
of Accounting, and the Administrative Specialist I routinely received
payments from students and accessed the cash drawer.  In addition,
three employees had knowledge of the combination to the office’s safe.
Also, the combination to the safe was not properly safeguarded and
other employees could obtain the combination as well.  These
weaknesses possibly contributed to the theft of $1,300 from the office’s
safe reported on March 1, 1999.

Lack of Controls Over Student Accounts Receivable

BRCC did not establish adequate internal control over student accounts
receivable.  The following weaknesses were noted:

• BRCC has never reconciled the amounts owed by the students in the
student database to the student accounts receivable balance in the
college’s general ledger.  At June 30, 1999, there was an unreconciled
difference of $8,783 between the student records and the general
ledger.

• At June 30, 1999, BRCC’s student accounts receivable totaling $91,675
included $88,382 (96%) in accounts that were more than 91 days
delinquent and $45,400 (50%) that were more than 6 months delinquent.

Financial Reporting Weaknesses

BRCC has weaknesses in its controls over financial reporting.  A review of
BRCC’s controls over financial reporting disclosed the following deficiencies:

Accounts Payable

BRCC could not produce a subsidiary ledger or other listing of accounts
payable totaling $345,007 at June 30, 1999.  In addition, BRCC did not use its
accounting system to track outstanding obligations that may represent
accounts payables at year-end.  Tests of unrecorded payables at June 30,
1999, disclosed that accounts payable of $106,194 had not been recorded in
the accounting records.

Payroll Expenditures

BRCC did not reconcile monthly invoices from Louisiana State University for
reimbursement of payroll expenditures totaling $3,317,016 to the distribution
of those costs in the general ledger at June 30, 1999.  As a result,
management was unaware that $80,561 in instruction program expenditures
for January 1999 had been incorrectly distributed to other functional accounts.
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Tuition and Fees Revenues

BRCC did not reconcile tuition and fees recorded in student accounts to the
general ledger balance of tuition and fees revenue totaling $1,566,647 at
June 30, 1999.  As a result, management was unaware that tuition and fees
totaling $43,113 received in July 1998 for the fall 1998 term had not been
posted to the general ledger.

Plant Fund Assets

Assets totaling $3,202,219 were omitted from BRCC’s Investment in Plant
Fund.  These assets include land and buildings of the former James M.
Frazier Campus of the Louisiana Technical College that were transferred to
BRCC on April 22, 1999.  The omission of these assets resulted in BRCC’s
Investment in Plant Fund being understated by 22% at June 30, 1999.

SOUTH LOUISIANA COMMUNITY COLLEGE

Accounting Control Weaknesses

South Louisiana Community College (SLCC) did not establish adequate
accounting controls or maintain accurate and complete accounting records for
the fiscal year ended June 30, 1999.  The following deficiencies were noted:

Cash

Cash receipts were not deposited timely and bank reconcilations were not
prepared timely.  Furthermore, deposit records were not properly maintained.
Some of the deficiencies noted were:

• SLCC began collecting self-generated revenues in June 1998, but did
not open a bank account and make the initial deposit of $48,891 until
September 1998.

• SLCC did not deposit cash receipts timely after the bank account was
opened.  In a test of deposits, receipts were not deposited timely up to
64 business days after the date of receipt.

• Five of 10 bank statements were not reconciled until 32 to 117 business
days after the date of the bank statement.

• Although SLCC’s bank account was opened in September 1998, deposit
records were not prepared until approximately March 1999, and deposit
records did not agree with receipt documentation.
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Revenues

SLCC did not have a proper segregation of duties between employees in that
they both collected and accounted for revenues.

General

1. Numerous employees collected revenue including all business
office employees, the executive vice president, deans,
counselors, an admissions records technician, and a typist.

2. SLCC did not maintain adequate control over receipts or receipt
books.  SLCC was not aware of how many receipt books were
initially purchased or distributed to employees for use.  After
use, receipt books were discarded.  Not all receipts were
prenumbered, and many prenumbered receipts could not be
located or traced to deposit records.  Some receipts had no
indication of who received the monies, while other receipts were
pre-signed.

Tuition and Fees

SLCC had inadequate record keeping over tuition and fee revenues.
Numerous records, such as class rosters, student files, and receipt
and deposit records could not be reconciled.  Some of the
deficiencies noted were:

1. No ledgers were maintained to track student account activity;
therefore, student tuition and fee revenues and receivables
could not be readily identified.

2. Refunds of tuition and fees were not always documented or
calculated.

3. Student files could not always be located or did not contain
required enrollment information.

Bookstore Receipts

SLCC operated a bookstore in the summer and fall semesters of
fiscal year 1999.  Neither bookstore sales nor the cost of books sold
could be properly identified and reported in the financial statements
because of the following:

1. No inventory listing or ledger was maintained to track
bookstore purchases, sales, returns, or ending inventory.

2. Bookstore receipts were not prenumbered, and several
employees collected cash for book sales.
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3. Management could neither provide a standard price list for
books sold nor explain how book prices were determined.

Payroll

Except for adjunct instructors, time sheets for SLCC employees were not
approved on-site by immediate supervisors; they were approved at the Board
of Supervisors - University of Louisiana System office in Baton Rouge.

Expenditures

In a test of 20 disbursements, two payments did not have adequate
supporting documentation for the expenditure, and seven payments did not
have the supporting documentation cancelled or marked “paid” to prevent
duplicate payment.  Four of these items required receiving reports, but two
did not have receiving reports on file.

Inadequate Financial Reporting

SLCC did not have adequate procedures for preparing the financial
statements for the fiscal year ended June 30, 1999.  The financial statements
contained numerous errors and omitted certain material accounts and note
disclosures that are required by generally accepted accounting principles or
by the Division of Administration, Office of Statewide Reporting and
Accounting Policies. Also, beginning fund balance was not recorded in the
current year financial statements.  The prior year financial statements
indicated a deficit ending fund balance of ($65,125).

In addition to these findings, BRCC and SLCC had findings relating to noncompliance with
movable property regulations as reported in the accompanying report.  BRCC also had
findings relating to the administration of federal programs.
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Expenditures of Federal Awards
In addition to auditing the state’s general purpose financial statements, we examined
expenditures of major federal award programs administered by the State of Louisiana
reporting entity.  For the fiscal year ended June 30, 1999, the State of Louisiana reported
approximately $6.6 billion in monetary and non-monetary activity (including loan programs) for
the federal award programs administered by the state.

Major federal award programs within the State of Louisiana were identified on a statewide
basis in accordance with the criteria established by OMB Circular A-133 and the Single Audit
Act as amended in 1996.  Major federal award programs for the year ended June 30, 1999,
are programs for which total expenditures (activity) by the state and the federal government’s
risk in outstanding loan balances exceeded $16,123,498 for the fiscal year.  Cumulatively,
these programs accounted for approximately 90% of the state’s expenditures (activity) of
federal award programs for the year ended June 30, 1999.

We performed our audit considering the internal control and procedures relevant to compliance
with requirements applicable to federal award programs as required by OMB Circular A-133.
We obtained an understanding of the design of relevant policies and procedures and
determined whether they have been placed in operation, and we assessed control risk.  We
performed procedures to determine whether the State of Louisiana had complied with the
applicable compliance requirements of major programs as identified in the OMB Circular A-133
Compliance Supplement issued in April 1999.

The following graph illustrates the trend of total expenditures of federal awards disbursed by
the state (excluding the loan balances) over the past five years.

Trend of Expenditures of Federal Awards
Over the Past Five Years
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DANIEL G. KYLE, PH.D., CPA, CFE
         LEGISLATIVE AUDITOR

February 23, 2000

Report on Compliance and on Internal Control Over Financial
Reporting Based on an Audit of Financial Statements Performed

in Accordance With Government Auditing Standards

HONORABLE MURPHY J. “MIKE” FOSTER, JR., GOVERNOR
HONORABLE JOHN J. HAINKEL, JR., PRESIDENT, AND
  MEMBERS OF THE SENATE
HONORABLE CHARLES W. DEWITT, JR., SPEAKER, AND
  MEMBERS OF THE HOUSE OF REPRESENTATIVES
STATE OF LOUISIANA
Baton Rouge, Louisiana

We have audited the general purpose financial statements of the State of Louisiana as of and
for the year ended June 30, 1999, and have issued our report thereon dated December 23,
1999, which was qualified because the general purpose financial statements did not include
financial data for Grambling State University.  Financial data for Grambling State University
should be included to conform with generally accepted accounting principles, and the effects
of that departure on the general purpose financial statements are not reasonably
determinable.  We did not audit the financial statements of certain component units of the
State of Louisiana.  Those financial statements were audited by other auditors whose reports
have been furnished to us.  This report, insofar as it relates to those component units, is based
solely on the reports of other auditors.

We conducted our audit in accordance with generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the State of Louisiana’s general
purpose financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grants, noncompliance
with which could have a direct and material effect on the determination of financial statement
amounts.  However, providing an opinion on compliance with those provisions was not an
objective of our audit, and, accordingly, we do not express such an opinion.  The results of our
tests disclosed instances of noncompliance described in Schedule B (pages 11 through 68)
and Schedule C (pages 69 through 132) that, although not material to the financial statements,
are required to be reported herein under Government Auditing Standards.  We also noted
other
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insignificant instances of noncompliance in separate letters to management that are not
required to be reported herein under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the State of Louisiana’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the general purpose financial statements and not to provide
assurance on the internal control over financial reporting.  However, we noted certain matters
involving the internal control over financial reporting and its operation that we consider to be
reportable conditions.  Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control over financial reporting
that, in our judgment, could adversely affect the State of Louisiana’s ability to record, process,
summarize, and report financial data consistent with the assertions of management in the
financial statements.  Reportable conditions are described in Schedule B (pages 11 through
68) and Schedule C (pages 69 through 132) of the accompanying schedules of findings and
questioned costs.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions.  Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control that might
be reportable conditions and, accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material weaknesses.  However, of the reportable
conditions described above, we consider the item described in Schedule B pages 47 through
48 to be a material weakness.  We also noted other insignificant matters involving the internal
control over financial reporting in separate letters to management, which are not required to be
reported herein under Government Auditing Standards.
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In connection with our audit, we reviewed the prior audit findings on compliance and internal
control to determine whether management had implemented appropriate action to correct the
conditions giving rise to those findings.  The results of our review indicate that management
had taken appropriate corrective action with respect to the prior audit findings, except for the
matters described in the Schedule of Unresolved Prior Audit Findings (Schedule D, page 133),
which have been addressed in our current report.

This report is intended solely for the information and use of the Governor and certain other
statewide elected officials of the State of Louisiana and their appointees (management) as well
as federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.  Under Louisiana Revised Statute
24:513, this report is distributed by the Legislative Auditor as a public document.

Respectfully submitted,

Daniel G. Kyle, CPA, CFE
Legislative Auditor

MVG:MWB:PEP:dl
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Report on Compliance With Requirements Applicable to Each
Major Program and on Internal Control Over Compliance in

Accordance With OMB Circular A-133

HONORABLE MURPHY J. “MIKE” FOSTER, JR., GOVERNOR
HONORABLE JOHN J. HAINKEL, JR., PRESIDENT, AND
  MEMBERS OF THE SENATE
HONORABLE CHARLES W. DEWITT, JR., SPEAKER, AND
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Compliance

We have audited the compliance of the State of Louisiana with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year
ended June 30, 1999.  The State of Louisiana’s major federal programs are identified in the
Summary of Auditor’s Results section (Schedule A, page 9) of the accompanying schedules of
findings and questioned costs.  Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the responsibility of
the Governor and other statewide elected officials of the State of Louisiana and their
appointees (management).  Our responsibility is to express an opinion on the State of
Louisiana’s compliance based on our audit.  We did not audit compliance with those
requirements by the Southern University System.  Compliance with the requirements by that
university was tested by other auditors whose report has been furnished to us.  Our report,
insofar as it relates to compliance with the requirements referred to previously by the Southern
University System, is based solely on the report of the other auditors.  As described in note B
to the Schedule of Expenditures of Federal Awards, Grambling State University was not
audited in time to be included in this report and will be issued under separate cover by other
auditors.

We conducted our audit of compliance in accordance with generally accepted auditing
standards; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations.  Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
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assurance about whether noncompliance with the types of compliance requirements referred
to above that
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could have a direct and material effect on a major federal program occurred.  An audit includes
examining, on a test basis, evidence about the State of Louisiana’s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances.  We believe that our audit provides a reasonable basis for our opinion.  Our
audit does not provide a legal determination of the State of Louisiana’s compliance with those
requirements.

In our opinion, based on our audit and the report of the other auditors, the State of Louisiana
complied, in all material respects, with the requirements referred to previously that are
applicable to each of its major federal programs for the year ended June 30, 1999.  However,
the results of our auditing procedures disclosed instances of noncompliance with those
requirements that are required to be reported in accordance with OMB Circular A-133 and
which are described in Schedule C (pages 69 through 132) of the accompanying schedules of
findings and questioned costs.

Internal Control Over Compliance

The Governor and other statewide elected officials of the State of Louisiana and their
appointees (management) are responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs.  In planning and performing our audit, we considered the State
of Louisiana’s internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133.  We did not consider the internal
controls, including applicable internal administrative controls, used in administering federal
award programs of the Southern University System.  Those internal controls, including
applicable internal administrative controls, were considered by other auditors whose report has
been furnished to us.  Our report, insofar as it relates to the internal controls used in
administering federal award programs of the Southern University System, is based solely on
the report of the other auditors.  As described in note B to the Schedule of Expenditures of
Federal Awards, Grambling State University was not audited in time to be included in this
report and will be issued under separate cover by other auditors.
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We noted certain matters involving the internal control over compliance and its operation that
we consider to be reportable conditions.  Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the design or operation of the internal control
over compliance that, in our judgment, could adversely affect the State of Louisiana’s ability to
administer a major federal program in accordance with the applicable requirements of laws,
regulations, contracts, and grants.  Reportable conditions are described in Schedule C (pages
69 through 132) of the accompanying schedules of findings and questioned costs.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
noncompliance with applicable requirements of laws, regulations, contracts, and grants that
would be material in relation to a major federal program being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions.  Our consideration of the internal control over compliance would not necessarily
disclose all matters in the internal control that might be reportable conditions and, accordingly,
would not necessarily disclose all reportable conditions that are also considered to be material
weaknesses.  However, of the reportable conditions described previously, we consider the
items described in Schedule C pages 98 through 100 and pages 113 through 114 to be
material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the general purpose financial statements of the State of Louisiana as of and
for the year ended June 30, 1999, and have issued our report thereon dated December 23,
1999, which was qualified because the general purpose financial statements did not include
financial data for Grambling State University.  Financial data for Grambling State University
should be included to conform with generally accepted accounting principles, and the effects
of that departure on the general purpose financial statements are not reasonably
determinable. Our audit was performed for the purpose of forming an opinion on the general
purpose financial statements taken as a whole.  The accompanying Schedule of Expenditures
of Federal Awards (Appendix A) is presented for purposes of additional analysis as required by
OMB Circular A-133 and is not a required part of the general purpose financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the
general purpose financial statements.
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The Southern University System’s portion of the Schedule of Expenditures of Federal Awards
accompanying this report was not audited by us, but was audited by other auditors whose
report has been furnished to us.  The federal award programs for this university reflect total
activity and the federal government’s risk in their outstanding loan balances of $49,427,328,
which comprise approximately 0.75 percent of total activity and the federal government’s risk in
outstanding loan balances for the state as of and for the year ended June 30, 1999.  Our
assurance, insofar as it relates to the amounts included for the Southern University System, is
based solely on the report of the other auditors.

In our opinion, based on our audit and the report of the other auditors, except for the effects of
the omission of data for Grambling State University, the information in the Schedule of
Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the
general purpose financial statements taken as a whole.

In connection with our audit, we reviewed the prior audit findings on compliance and internal
control to determine whether management had implemented appropriate action to correct the
conditions giving rise to those findings.  The results of our review indicate that management
had taken appropriate corrective action with respect to the prior audit findings, except for the
matters described in the Schedule of Unresolved Prior Audit Findings (Schedule D, page 133),
which have been addressed in our current report.

This report is intended solely for the information and use of the Governor and certain other
statewide elected officials of the State of Louisiana and their appointees (management) as well
as federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.  Under Louisiana Revised Statute
24:513, this report is distributed by the Legislative Auditor as a public document.

Respectfully submitted,

Daniel G. Kyle, CPA, CFE
Legislative Auditor

MVG:MWB:PEP:dl
[SA99]
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STATE OF LOUISIANA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Financial Statement Findings
For the Year Ended June 30, 1999

COMPLIANCE WITH LAWS, REGULATIONS,
CONTRACTS, AND GRANTS

EDUCATION, DEPARTMENT OF

Inadequate Controls Over Contracts
  and Cooperative Endeavor Agreements

The state Department of Education (SDE) has not established adequate internal controls over
contracts and cooperative endeavor agreements to ensure compliance with state laws and
regulations and contractual terms.  Louisiana Revised Statute 39:1500 requires that within 60
days of the completion of performance under a professional, personal, consulting, or social
service contract, the department shall prepare and submit a final evaluation report to the
director of contractual review, and no contract shall be entered into by the department with any
contractor for which a delinquent final evaluation report remains outstanding.  In addition, the
Louisiana Administrative Code 34:V.121(G)(1) requires that certain contracts and cooperative
endeavor agreements be approved by the Department of Civil Service.  Also, the annual
appropriation act requires the department to return to the state treasury the balance of any
unused funds disbursed to a contractor unless approval to retain the funds is obtained from the
Division of Administration and the Joint Legislative Committee on the Budget.  Finally, the
cooperative endeavor agreements executed between the department and the contractor
contained specific criteria to be followed before making any disbursements.

A review of eight professional service contracts and five cooperative endeavor agreements,
along with the related audit reports, disclosed the following deficiencies:

• Seven contracts totaling $2,013,597 for fiscal year 1997-98 did not have final
evaluation reports on file with the Office of Contractual Review as required by
state law.  Six of these contracts were inappropriately renewed in fiscal year
1998-99.

• Unexpended funds totaling $39,272, which were disbursed to a contractor during
fiscal year 1996-97, were improperly carried forward and expended in fiscal year
1997-98.  The SDE did not obtain authorization from the Division of
Administration and the Joint Legislative Committee on the Budget to retain the
funds.

• The SDE disbursed $50,000 to a contractor before receiving a required audit
engagement letter.  Another $50,000 was disbursed to the same contractor
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before receiving and approving the prior year audit as required by the
cooperative endeavor agreement.

• The SDE disbursed $67,500 to a contractor before the SDE conducted a
required site visit.

• The SDE did not receive required semiannual programmatic and expense reports
from four contractors.

• The SDE did not obtain Civil Service approval as required for one cooperative
endeavor agreement totaling $270,000.

Management has neither implemented the necessary controls nor adequately trained its
employees as to the regulations applicable to state contracts and cooperative endeavor
agreements.  As a result, the risk increases that contractors may incur unallowable costs that
may not be detected in a timely manner, which would subject the department to noncompliance
with state laws and regulations and contractual terms.

Management should implement the necessary controls and adequately train its employees as to
the applicable state laws and regulations related to disbursements on contracts and cooperative
endeavor agreements.  In addition, the SDE should attempt to recover the $39,272 retained and
expended by the contractor without proper authorizations. Management concurred with the
finding and outlined a plan of corrective action (B-20).

Inadequate Controls Over Data in the
  Minimum Foundation Program

For the third consecutive year, the SDE has not audited financial information and personnel
data reported by the parish and city school systems used in the allocation and distribution of the
Minimum Foundation Program (MFP).  In addition, the SDE does not have adequate controls to
minimize the amount of errors reported by the local school systems that are input into the
computer system and are used to determine the student membership for the MFP formula.
Furthermore, the SDE had not finalized any of the student count audits from the October 1,
1998, student counts as of June 30, 1999.  For fiscal year 1999, the SDE distributed
$2,183,801,750 in state General Fund MFP monies to the local school systems.

Both Louisiana Revised Statute (R.S.) 17:7(d) and Attorney General Opinion 89-185 require the
SDE to be fiscally accountable for the MFP and the information submitted by the school boards.
The SDE established the Division of Education Finance within the Office of Management and
Finance to meet this requirement.  Adequate controls for a computerized data collection system
should include edit checks and reviews to detect errors.
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A review of the SDE’s current policies, procedures, and eight MFP student count audits for fiscal
year 1998 disclosed the following weaknesses:

• The SDE did not audit approximately $1.5 billion in ad valorem taxes, sales
taxes, and other revenues that were reported by the local school systems and
included in the fiscal year 1999 MFP formula.  Local revenues are used to
determine the equitable allocation of MFP funds and to determine if incentives
should be paid for efforts above the minimum required of local school systems.
The SDE requires the local school systems to transmit the information before the
certified public accountants perform audits of the systems.

• The SDE did not audit the October 1, 1998, budgeted personnel data that were
reported by the local school systems and used in the MFP formula.  A total of
$53,411,522 of pay raise enhancements was funded in fiscal year 1999 for
57,999 certificated staff based on this data.  The auditor found that for fiscal year
1999, 63 staff were reported as employees in more than one district.  Of these 63
staff, 27 (43%) were improperly included in the MFP formula and were funded
$19,106.  In addition, it could not be determined if two staff of Orleans Parish
School Board were improperly included in the MFP formula because Orleans
Parish failed to respond to the auditor’s request for information.  The possible
overfunding for these two staff is $1,864.  The computer system used to report
this data accepts certificate numbers as valid without checking other districts for
duplicate certificate numbers.

• The SDE does not use audited financial data to determine if school districts
expended 70% of the local general fund on instruction. The House Concurrent
Resolution establishing the MFP requires the SDE to report those districts not
meeting the 70% requirement to the House and Senate Committees on
Education.  Because the data are unaudited, this information may be inaccurate.
The local school systems receive annual audits of their financial data; however,
the SDE does not reconcile the data submitted from the school systems to the
audited financial data.

• The SDE uses variance analyses comparing financial data submitted in the prior
year to data submitted in the current year to determine the validity of information
submitted by the local school systems.  However, this information is unaudited in
both cases.  Furthermore, the SDE does not require the local school systems to
provide explanations for large variances noted in these analyses.  The SDE’s
variance analyses for eight local school systems found 836 variances of 20% or
greater, of which 235 had dollar variances of at least $100,000, but no
explanation was required by the SDE.
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• The SDE did not finalize any student count audits for October 1, 1998, data
during fiscal year 1999.  In a review and test of the SDE’s policies, procedures,
and 8 (12%) of the 66 SDE student count audits for fiscal year 1998, the
following weaknesses were detected:

1. The department funded 71 students twice.  The Student Information
System (SIS) database permits a school system to enter a student who
has the same state identification number, name, birth date, sex, and race
as a student reported by another school system (multiple enrollment).
The SDE funds each school system that reports the student, even though
at least one school system has reported the student in error.  The SDE
then performs audit procedures at each school system to determine
which, if any, is entitled to report the student.  The estimated overfunding
in fiscal year 1998 that resulted from these multiple enrollment students in
eight school districts is $190,651.

2. The SIS permits a school system to enter a student who has the same
phonetic first name, last name, birth date, and sex, but different state
identification numbers (duplicate students) as another funded student in
the same or different school system.  In the test sample for the eight
school districts, duplicate students within the same school system
resulted in overfunding of $64,306.

3. The MFP provides additional funding to districts through the use of
weights for certain student populations.  Those students designated as at-
risk, special education - gifted and talented, special education - other
exceptionalities, and vocational education student units receive additional
weights of 17%, 60%, 150%, and 5%, respectively.  The SDE does not
consistently audit these membership counts.  Of the eight districts
reviewed, the SDE did not audit five districts’ at-risk membership and five
districts’ special education memberships and four districts’ vocational
education student units.

• Student enrollment has the risk of being inflated because no formal policy exists
for dropping no-show and excessive absent students.  No-shows are students
who are included in a school’s enrollment because they were enrolled at the
school the previous year, but they have not reported to school on any day in the
current school year.  A performance audit issued by the Office of the Legislative
Auditor in January 1999 recommended that the Board of Elementary and
Secondary Education (BESE) establish a written policy directing local systems
when to drop these students from enrollment.
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Without verification of data reported by the local school systems and used in the MFP formula,
the SDE cannot be sure that MFP funds are accurately and equitably distributed.  The SDE
uses detective and corrective controls over student enrollment data, which are not as efficient
and effective as preventive controls.  Having no policy for dropping no-show and excessive
absent students, as well as funding multiple students and those duplicate students within the
same school system, provides incentive for the school systems to overstate student enrollment
and results in improper allocation.  It also shifts the responsibility of verifying enrollment from the
local school system to the SDE and requires the use of limited audit resources to determine
which school system, if any, is entitled to report each student listed on the exception reports.

In the 1999 Regular Session of the Legislature, R.S. 24:514(I) was enacted to require that local
school systems and the SDE include schedules of performance and statistical data to be
audited as part of the financial statements.  The SDE should audit and/or reconcile financial and
personnel data reported by the local school systems to independently audited data.  The SDE
should issue all MFP audit reports timely and react appropriately to those reports.  In addition,
the SDE should establish computer controls to detect duplicate teacher certificate numbers in all
districts and should consider rejecting multiple student enrollments and duplicate students within
the same school system until provided evidence of enrollment and attendance.  Furthermore, a
written policy should be developed for dropping no-show and excessive absent students from
enrollment.  Management did not concur with the finding.  However, the SDE plans to bring
certain policies back to BESE for reaffirmation or revision.  See management’s response at
B-21.

Additional Comments:  The SDE did not audit nor use audited local district revenue data,
budgeted personnel data, or financial data for fiscal year 1999.  The SDE cited corrective action
taken and/or planned for fiscal year 2000.  Such corrective action has no impact for the year
audited.  Management responded in part that the MFP weighted categories, which includes at-
risk, are all audited on a 3-year cycle.  However, 16 of 66 school districts were not scheduled to
receive audits of their at-risk membership based on the 3-year rotational schedule provided by
the SDE.

Noncompliance With Year 2000 Regulations

The SDE did not comply with executive orders designed to ensure that current purchases of
computer hardware and software are Year 2000 compliant by the turn of the century.  Executive
Order MJF 96-50, as amended by Executive Order MJF 98-04, requires all contracts in excess
of $5,000 for the purchase of computer hardware, software, firmware products, data processing
services, information systems, and custom computer items to contain a provision requiring the
items or services purchased to be Year 2000 compliant by July 1, 1999.  The Code of Federal
Regulations [34 CFR 80.36] requires a state to follow the same policies and procedures it uses
for procurements from its non-federal funds when procuring property and services under a
federal grant.
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A test of nine purchase orders disclosed that none of the orders included the required Year
2000 provision.  These purchases totaled $116,041, of which $11,200 was funded by the state
and the following federal programs:

• Special Education - Grants to States (CFDA 84.027), $75,627

• Technology Literacy Challenge Fund Grants (CFDA 84.318), $17,749

• Safe and Drug-Free Schools and Communities - State Grants (CFDA 84.186),
$11,465

Language requiring Year 2000 compliance was omitted from procurement documents because
the SDE purchasing director was not knowledgeable of this requirement.  Because the Year
2000 provision was not included in the purchase orders for these purchases, the department
may have no recourse against vendors if the hardware and software provided are subsequently
found not to be Year 2000 compliant.  Any cost associated with replacement or modification of
these products might therefore be borne by the department.  Furthermore, purchasing computer
equipment that is not Year 2000 compliant could impair the department’s ability to provide
services to the public.

The SDE should obtain assurances that the computer-related hardware and software purchased
are Year 2000 compliant for the contracts awarded without the Year 2000 provision and should
initiate corrective action if they are not.  In addition, the department should include the Year
2000 provision in all future contracts in accordance with Executive Order MJF 98-04 and 34
CFR 80.36.  Management concurred with the finding and outlined a plan of corrective action
(B-27).

ELECTIONS AND REGISTRATION,
  DEPARTMENT OF

Violations of State Laws and Regulations

In reports dated August 9, 1999, and March 17, 1999, the Investigative Division of the Office of
the Legislative Auditor reported that the Department of Elections and Registration had
committed the following acts that may be violations of the public bid law, state ethics code, state
Civil Service regulations, state travel regulations, and other state laws:

• From August 1991 to January 1999, the department purchased 3,247 AVM
voting machines totaling $6,755,585 from Election Services, Inc. (ESI), without
competitive bids.  The voting machines were purchased at prices exceeding
those available from other vendors, and the necessity of the purchase of at least
some of the machines was questionable.
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• From 1992 through 1998, the department purchased 122,650 AVM voting
machine counters from Independent Voting Machine Company (IVM).  The
purchases totaled $5,473,395 plus $3,216,250 for installation.   The counters
were purchased at prices double the market rate and, in some instances, the
department purchased counters removed from its own trade-in machines.  The
department paid a contractor nearly four times the available rate for installation.
In some instances, department employees participated in the installation, and
IVM billed the department twice for the same work.  The total cost of the counters
and installation for each machine was more than twice the cost of purchasing a
completely reconditioned machine from an AVM dealer.

• IVM contributed money and incurred risk for a real estate investment on which
Commissioner of Elections Jerry Fowler may have profited.

• The department entered into drayage contracts with companies directly
associated with a former Director of Elections while he held that post.  From 1991
through 1998, these companies were paid $497,245.  The Assistant
Commissioner of Minority Affairs also received $9,796 from his association with
the two companies.

• A contractor was paid for drayage services although the work was actually
performed, in part, by department employees and an individual employed by
another department contractor.

• A department employee was paid $5,540 from 1996 through July 1998 for
contract labor and rental of his personal vehicle by a company holding a drayage
contract.

• The department entered into a drayage contract with an employee through an
attorney acting on the employee’s behalf.  Payments on this contract from 1995
through 1998 totaled $123,269.

• The department entered into warehouse contracts with two employees and the
wife of a former Director of Elections while he held that post.  Payments on these
contracts totaled $121,433.

• The department paid a firm $465,140 between October 1990 through June 1998
to perform accessibility inspections of polling places, voting machine
warehouses, and the offices of Registrars of Voters.  A department contract
attorney is the vice president, owner, and a registered lobbyist for this firm.  The
husband of the department’s Director of Registration is an employee of this firm.
He was responsible for the firm’s performance on the 1997-98 contract.
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• The time and attendance and expense reports for four department employees
indicated that they were working during certain times and at specific locations
that do not agree with observations of investigative auditors.  On certain
occasions, department employees were observed engaged in personal activities
during their normal work hours.

• The department’s Director of Elections and the Assistant Commissioner of
Minority Affairs received $52,911 in travel expense reimbursements related to
travel from their personal residences to work in their domicile, in violation of state
travel regulations.

• The department provided voter registration data to elected state officials and
other individuals without charge, in violation of state law.  Lost revenue is
estimated to be $36,077.

• The department’s Director of Information Systems used a department vehicle
and a department employee for personal use.

Since the release of these reports, Commissioner Fowler and nine other current and former
employees of the department have been indicted by an East Baton Rouge Parish grand jury on
various charges including malfeasance in office, filing false public documents, money
laundering, payroll fraud, and profit splitting.  The significance and pervasiveness of these
findings compounded by the extent of management’s involvement precludes the application of
sufficient audit procedures necessary for opining on the department’s financial statements as of
June 30, 1999, and for the two years then ended.

Recommendations for improvement and management’s full response to these findings may be
found in the audit reports referred to previously.

EXECUTIVE DEPARTMENT

Improper Use of Nonrecurring Revenue

For the fourth consecutive year, the State of Louisiana did not use nonrecurring revenue to
retire or defease bonds “in addition to existing amortization requirements of the state,” as
required by both the Louisiana Constitution and Act 6 of the 1998 Regular Session.
Nonrecurring revenue of $147,014,000, resulting from the General Fund unreserved -
undesignated fund balance for fiscal year ended (FYE) June 30, 1997, was declared by the
Revenue Estimating Conference and placed in an escrow agent bank account on June 22,
1998.  During FYE June 30, 1999, at least $42 million of the $147 million in escrow was used to
defease debt with maturity dates falling in the 1999 fiscal year.  Defeasing short-term debt
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requirements has the effect of reducing the state’s debt service expenditures paid from current
collections and frees up funds for other purposes.  However, it does not fulfill the constitutional
requirement that nonrecurring revenue be used “in addition to existing amortization require-
ments.”

The current practice of paying short-term debt service requirements with nonrecurring revenue
makes the expected benefits of the Constitutional Amendment requiring defeasement “in
addition to the existing amortization requirements” unrealizable.  The state analyzes and selects
bonds for defeasance primarily to free specific amounts for expenditure in specific years rather
than determining the greatest overall cost savings to the state in the long term.

In Attorney General Opinion 95-267-A, the Attorney General states, “In interpreting a
constitutional article, one is not bound by the literal interpretation, where it would lead to . . . a
plain violation of the spirit and purpose of the enactment.  The real purpose and intent of a
constitutional provision, as determined from a consideration of all its component sections and
paragraphs, must prevail over a literal meaning which would assign an effect contravening the
primary purpose and intent thereof.”  The revised statute that was enacted to implement the
Constitutional Amendment requires that the nonrecurring revenues be used for capital outlay,
early retirement or defeasement of debt, or extraordinary and nonrecurring expenditures.  When
the amendment is read in conjunction with the related revised statute, the intent seems clear.
Using nonrecurring revenues to finance debt service obligation that came due as early as 36 to
40 days after the funds were placed in the escrow account does not seem to comply with the
spirit or intent of the Constitutional Amendment.

Management should use nonrecurring revenues to retire or defease bonds “in addition to the
existing amortization requirements,” instead of using the funds to meet existing amortization
requirements.  Management should consider selecting bonds for defeasement that would
provide the greatest overall cost savings to the state in the long-term.  Management does not
concur with the finding (B-153).

Inadequate Fund Balance -
  Patients' Compensation Fund

For the eighth consecutive year, the Executive Department, Patients’ Compensation Fund
Oversight Board, did not maintain an adequate surplus in the Patients’ Compensation Fund as
required by Louisiana law.  R.S. 40:1299.44(A)(6)(a) requires that a surplus of 50% of the
annual surcharge premiums, reserves established for individual claims, reserves established for
incurred but not reported claims, and expenses be maintained in the fund.

For the fiscal year ended June 30, 1999, the accumulated balance of surcharges, reserves, and
expenses is estimated to be $410,722,038, which under Louisiana law would require a fund
balance of $205,361,019.  As of June 30, 1999, the actual fund balance was $71,597,885,
resulting in a shortfall of $133,763,134.  This shortfall resulted from practices in effect before the
Patients’ Compensation Fund Oversight Board was created, whereby rates for medical
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malpractice premiums were not set based on experience ratings, including historical losses,
interest payments, and future medical amounts.

The board should establish an adequate rate level to achieve the 50% surplus requirement over
a reasonable period of time.  The board concurred with the finding and recommendation and
outlined a plan of corrective action (B-29).

Lack of Controls Over Medical
  Malpractice Premiums

The Patients’ Compensation Fund Oversight Board did not have adequate segregation of
duties, did not deposit and record approximately $13 million in receipts timely, and did not have
proof of financial responsibility on file for all self-insured health care providers as required by
state law. A good internal control system requires the department to establish procedures to
properly safeguard its assets and segregate duties to ensure that one person is not in the
position to both initiate and conceal errors or fraud.  Proper cash management practices and
Article VII, Section 9 of the 1974 Louisiana Constitution also require that monies be deposited
immediately upon receipt in the state treasury.  In addition, R.S. 40:1299.42(E) requires self-
insured health care providers to deposit with the board $125,000 in money or other security as
proof of financial responsibility.

The following weaknesses were noted in internal controls over the collection of medical
malpractice premiums:

• The same person who receives the payments records the payments in the
subsidiary records, prepares billing statements, and reconciles the subsidiary
records to amounts deposited and recorded in the general ledger system (AFS).

• As of January 14, 1999, the department had not deposited approximately $13
million in checks received between December 4, 1998, and December 30, 1998.

• In a test of 17 receipts and the related health care provider files, none of the 17
receipts were recorded in the subsidiary records, and there was no evidence in
the files to document that two self-insured health care providers deposited
$125,000 in money or securities with the board, as required by law.

Failure to develop and implement adequate controls over cash collections for medical
malpractice premiums increases the risk that funds could be lost and that fraud and errors could
occur and not be detected timely.

Management should segregate the incompatible duties of receiving and recording payments,
establish procedures to ensure payments are deposited immediately according to the
constitution, and maintain evidence of security deposits on file according to state law.
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Management concurred with the finding and recommendations and outlined a corrective action
plan (B-33).

Noncompliance With State’s
  Movable Property Regulations

The State of Louisiana did not ensure that all state agencies, hospitals, universities, and
component units maintain adequate internal accounting controls over movable property as
prescribed by the Commissioner of Administration and Louisiana law.  Considering the amount
of movable property additions ($139,469,000), deletions ($113,782,000), and ending balance
($942,902,000) for the General Fixed Asset Account Group, and ending balances for enterprise
funds ($12,233,000), internal service funds ($20,218,000), trust funds ($10,445,000), and
universities and component units ($1,512,668,000), as reported by the Division of
Administration, Office of Statewide Reporting and Accounting Policy for the year ended June 30,
1999, the state’s policies and procedures should be uniformly applied to ensure that movable
property is adequately safeguarded and accurately reported in the financial statements.

Good internal control requires that adequate control procedures be in place to ensure that
(1) the acquisition, valuation, and disposition of movable property is accurately reflected in the
accounting records; (2) the location of all movable items is monitored and updated frequently;
and (3) the amounts recorded in the financial statements are materially correct.  In addition,
good internal control should ensure that movable property is properly safeguarded against loss
arising from unauthorized use, that movement of items from one location to another is recorded,
and that errors in processing transactions are recognized and corrected.  Furthermore, R.S.
39:323-325, 330, and the Louisiana Administrative Code (LAC) Title 34 Part VII Section 313 (B)
require the following:

1. Property managers are responsible for the maintenance of property identification
marks as prescribed by the Commissioner.

2. The property manager is required to update the master inventory listing on a
monthly basis by submitting all property transactions to the Commissioner.

3. Each property manager is required to take a complete physical inventory of all
property at least once each fiscal year.

4. Upon completion of the annual inventory, each property manager is required to
submit a certified report to the Commissioner containing all exceptions or
discrepancies found when comparing the results of the physical inventory to the
perpetual inventory records.

5. When any property is entrusted to any other officer or employee of an agency,
the property manager shall require a written receipt for such property to be
executed by the person receiving the property.
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The Louisiana Property Assistance Agency (LPAA) has been designated by the Commissioner
as the agency that will collect, account for, and maintain the transactions and reports that are
required by state law; however, not all state entities are required to report to LPAA.  LAC Title
34 Part VII Section 307(A) requires that acquisitions are tagged and information is forwarded to
LPAA within 45 days after receipt of these items.  In addition, R.S. 39:326(D) provides the
Commissioner with the authority to invoke sanctions upon an agency that is in noncompliance
with movable property regulations, including the restriction of property acquisitions by that
agency.

The audit of movable property records throughout the state disclosed collective amounts of
$34,555,174 in additions; $36,989,913 in deletions; and $224,283,683 in ending balances of
movable property for those ten state agencies, five technical colleges, two state hospitals, two
community colleges, one state developmental center, one state board, and one state school that
have not maintained an adequate movable property control system as follows:

1. For the third consecutive year, the state Department of Education (SDE) did not
maintain adequate internal control over movable property. Various tests of
movable property disclosed the following weaknesses:

• As noted in the prior audit, the Louisiana Learning Resource System
(LLRS), an SDE program that provides property to local educational
agencies to aid disabled students, had not performed an adequate
inventory because it did not have access to its computerized inventory
files.  LLRS lost access to these files approximately three years ago when
the files were downloaded from the SDE mainframe to a personal
computer as a cost-saving measure.  Consequently, in succeeding years,
the property liaisons did not perform the necessary work to certify their
inventory.  The 1999 physical inventory of the LLRS property disclosed
that 393 items, totaling $373,045, could not be located.

• In a sample of 60 movable property items, totaling $170,803, from various
SDE property locations, the following discrepancies were noted:

1. Four items (7%), totaling $5,142, could not be located.

2. Two additional items not included in our sample were found in the
custody of the SDE but were not tagged or included in the
property records. The value of these items could not be
determined.

• A sample of 10 transactions, totaling $664,865, disclosed that one item
with a cost of $2,797 was tagged 11 days beyond the 45-day limit, was
recorded on the property inventory incorrectly with the same serial
number as that of another similar item, and could not be located.
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• The SDE inventory procedures are inadequate in that the property
manager does not receive invoices related to property purchases in a
timely manner.  Consequently, the property manager records the
purchase order amount of property items in the master inventory and later
changes these amounts when invoices are received.  This procedure
increases the risk of incorrectly recording property costs and duplicates
work.   As of June 28, 1999, the manager had possession of 50 purchase
orders, totaling $196,285, ranging in date from September 9, 1998, to
May 20, 1999, but had not yet received the invoices.  The amount of
misstatement for the property recorded at purchase order value could not
be determined.

2. For the third consecutive year, the Department of Social Services, Office of the
Secretary, failed to maintain adequate internal control over movable property.
Certain conditions occurred because monthly reconciliations between
department records and LPAA records were not performed to ensure accurate
movable property records.  The test of movable property disclosed the following:

• The movable property balance at June 30, 1999, according to the Annual
Fiscal Report, is $610,022 more than the projected balance according to
the LPAA records at June 30, 1999.

• Twelve of 24 items tested (50%) were not tagged and entered as new
acquisitions in the LPAA system within 45 days of receipt.

• Six of 48 items tested (12.5%) were not in the proper location according
to the LPAA Master File Inventory Listing.  The internal property transfer
forms for the items were either not processed timely or not recorded in
the LPAA system.

3. For the second consecutive year, the Department of Revenue did not have
adequate internal control to ensure that movable property is properly and
accurately reported to LPAA in compliance with state movable property
regulations.  Seventy items totaling $950,566 were selected from LPAA records
and tested for timely entry into the LPAA system.  Fifty-eight of those items were
also tested for tagging and location.  In addition, auditors haphazardly selected
18 assets found in local offices and traced those items to LPAA records.  The
department had deficiencies in internal control and noncompliance with movable
property regulations as follows:

• Fifteen of the 70 items tested (21%) totaling $18,416 were not reported
timely to LPAA.

• Six of the 58 items tested (10%) totaling $2,956 were not located.
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• Two of the 58 items tested (3%) totaling $18,678 were not tagged.

• One of the 18 items traced (5%) from the asset to LPAA records was not
found in the LPAA records.  The value of the asset was $1,082.

• There was no reconciliation of monthly LPAA reports of additions and
deletions to department records.

• The Certification of Annual Property Inventory for the Department of
Revenue listed $86,436 in discrepancies.  Many of the unlocated items
were computers and printers.

• The Certification of Annual Property Inventory for the Office of Alcohol
and Tobacco Control was not approved by LPAA because it was not
submitted timely.  The report was due January 5, 1999, but was
submitted on March 26, 1999.

4. For the second consecutive year, the Department of Insurance did not timely
notify the LPAA of acquisitions as required by state law.  The department
acquired approximately 210 movable property items totaling $260,000.  A review
of 46 of those acquisitions disclosed 16 items (35%) totaling $14,511 that were
not reported to LPAA until 49 to 92 days after the receipt of the property.

5. For the second consecutive year, the State Employees Group Benefits Program
did not comply with the state movable property laws and regulations.  Two of 20
(10%) movable property acquisitions ($2,061 of $208,065) tested were not
tagged and added to the LPAA inventory system until 128 to 136 days after
receipt of the property.

6. The Department of Health and Hospitals (DHH) did not maintain adequate
controls over movable property and did not comply with the state’s movable
property laws and regulations.  Various tests of movable property disclosed the
following:

• Nineteen of 132 items ($26,329 of $136,531) purchased during the year
were not tagged and added to the inventory system until 48 to 146 days
after receipt of the property.  Three items remained untagged as of the
test date.

• Two of 24 items ($1,101 of $24,457) tested on the department’s inventory
as of January 31, 1999, were not tagged.

7. The Department of Natural Resources did not maintain adequate internal control
over movable property.  The following deficiencies in internal control were noted:
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• The department does not have a procedure for documenting the issuance
or return of equipment assigned to employees for home use.  Instead, the
department relies on employees to complete a form to account for home-
stored items each year when inventory is certified.  The department could
not locate 3 of 11 items ($3,459 of $21,777) that dropped off the home-
storage records in fiscal year 1999.  One of the three items ($316 of
$3,459) was listed at the home of a retired employee.

• The annual inventory report for the Office of Management and Finance
indicated that 58 items, totaling $102,570, were not located.  The
department later reported that 24 items, totaling $42,391, had been
found.  However, a test of 15 ($33,546) of those located items revealed
one item, totaling $2,698, had not been located.

• Two of 20 items ($1,262 of $16,780) selected from movable property
records and tested for location were not found.

• Three of 20 items ($6,378 of $24,661) selected from the main office
building and traced to movable property records were not in the location
indicated on the property records.

• Thirty-eight missing items, totaling $70,845, were removed from the
movable property records in fiscal year 1999.  These items included 10
computers totaling $29,796, 18 computer monitors totaling $14,965, and
one copier totaling $16,232.

8. Louisiana State University Health Sciences Center (LSUHSC) - Health Care
Services Division (HCSD) does not have an adequate system of internal control
over its restricted fund expenditures to ensure compliance with state laws and
internal policies and procedures.  There were movable property deficiencies
noted during the audit.  See a detailed reporting of the finding in Schedule B,
page 31.

9. For the second consecutive year, the Medical Center of Louisiana at New
Orleans did not maintain adequate internal control over movable property. The
following deficiencies in movable property records were observed:

• In the previous audit, the medical center could not locate $9.4 million of
movable property.  In its Certification of Annual Property Inventory dated
April 29, 1999, the medical center reported that it still could not locate
$4.6 million of that movable property.  In addition, on August 24, 1999,
the medical center’s movable property section reported 1,739 items,
totaling $2.6 million, as unlocated at its facility for the year ended
June 30, 1999.  Of this amount, $1.9 million (74%) consisted of electronic
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data processing equipment.  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 movable
property inventory.

• In a review of 464 movable property items acquired and added to the
movable property listing for the period January through March 1999, 69
items (15%) totaling $351,954 were not reported to LPAA within 45 days
of receipt of the items.  The items were reported to LPAA between 49 and
674 days after receipt.

• In a test of 32 movable property items acquired during the period July 1,
1998, through March 31, 1999, eight items (25%) did not have correct
location codes.

10. Baton Rouge Community College did not comply with movable property
regulations.  There were movable property deficiencies noted during the audit.
See detailed reporting in finding # F-99-GSA-BRCC-1 in Schedule C, page 96.

11. South Louisiana Community College (SLCC) did not comply with state movable
property laws and regulations.  The following deficiencies were noted during the
audit:

• Twenty-nine of 30 items tested (97%) were not tagged and reported to
LPAA in a timely manner.  Twenty-seven items were not tagged and
reported to LPAA until 50 to 146 business days after receipt.  Two items
tested that were received in December 1998 and January 1999 had not
been tagged or reported to LPAA as of October 1999.

• SLCC received a copy machine as a donation during the 1999 fiscal year
but could not provide a date of donation.  As of December 1999, the
college had not tagged the copier or added it to the inventory listing.

• SLCC did not have an inventory of library books.

• No forms are used to document transfers or loans of property between
locations.  Two of 15 items tested (13%) were not in the correct location
per the inventory listing.

12. Neither Pinecrest Developmental Center nor its satellite agency, Leesville
Developmental Center, maintained adequate internal control to ensure that
movable property was properly and accurately reported to LPAA in compliance
with state movable property regulations.  A review of movable property disclosed
the following weaknesses:
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• The property control manager at Pinecrest Developmental Center
reported 47 items of equipment, totaling $118,449, to LPAA from 47
working days to more than two years after the items were received by the
center.

• As of March 1999, the accountant at Pinecrest Developmental Center had
not prepared reconciliations between ISIS (general ledger) and LPAA
reports since May 1998.  The accountant at Leesville Developmental
Center had not prepared reconciliations since June 1998.

• Neither Pinecrest nor Leesville Developmental Center has procedures to
test the annual certifications made by the departmental property
managers to ensure that all information is complete and accurate.

• The property manager at Pinecrest Developmental Center prepares the
necessary documentation to delete items from the inventory without any
independent review or approval.

13. The Capital Area Human Services District did not comply with state movable
property regulations.  A test of 24 items totaling $76,091 purchased during the
year disclosed 12 items totaling $48,010 were not tagged and added to the
inventory system until 48 to 106 days after receipt of the property.

14. E. A. Conway Medical Center did not comply with LPAA regulations.  A review of
the property general ledger disclosed that 53 items totaling $98,217 had not been
tagged within 45 days of receipt.  In addition, the component units of the
computer system were not tagged. Only the central processing unit was tagged
even though computer units included the central processing unit and the monitor.

15. The Louisiana Board of Examiners of Nursing Facility Administrators did not
update movable property records timely as required by Louisiana law.  The board
did not report one of three acquisitions totaling $466 in fiscal year 1998 to LPAA
until 89 days after acquisition and as of October 28, 1999, has not reported to
LPAA four of five fiscal year 99 acquisitions totaling $3,585.  The board does not
conduct periodic reviews of LPAA reports to verify that acquisitions have been
added to its property control listing.

16. For the second consecutive audit, the Governor’s Office of Elderly Affairs does
not have adequate internal controls over the reporting of its movable property.
The office’s 1998 Certification of Annual Property Inventory incorrectly reflected
the amount of exceptions or discrepancies identified during the office’s current
and previous three years’ inventory process.  In addition, management did not
reconcile additions in its movable property records to acquisitions in its general
ledger for fiscal years 1997 and 1998 but used derived amounts (based on



LEGISLATIVE AUDITOR

Schedule B

STATE OF LOUISIANA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Financial Statement Findings (Continued)

28

deletions and beginning and ending balances) for movable property additions for
these years.  By reporting these unreconciled amounts for current and prior year
additions, the office understated movable property at June 30, 1997, by $48,855,
overstated fiscal year 1998 additions by $66,108, and overstated movable
property at June 30, 1998, by $17,253 in the office’s 1998 financial statements.

17. For the second consecutive audit, the Louisiana School for the Visually Impaired
did not maintain adequate controls over movable property and did not fully
comply with the state’s movable property laws and regulations.  The following
deficiencies in movable property records were noted:

• Seven items, totaling $11,612, reported in the prior audit as not being
tagged or added to the inventory were still not tagged as of March 29,
1999.

• Four of 24 items acquired during fiscal years 1998 and 1999, valued at
$16,781, were not tagged and added to the inventory until 71 to 79 days
after receipt of the property.

18. Louisiana Technical College, Baton Rouge Campus did not maintain adequate
internal control over movable property as prescribed by movable property
regulations.  The following deficiencies were noted in control over movable
property:

• The technical college reported incorrect amounts for movable property in
its June 30, 1998, and June 30, 1997, Annual Fiscal Reports.  Amounts
for movable property were reported using LPAA reports dated after the
fiscal year-end without adjusting for transactions occurring between fiscal
year-end and the report dates.

• The monthly reports provided by LPAA could not be located for
December 1997 and May 1998.

• In a test of 10 acquisitions, one item was not tagged within 45 days of
receipt of the item.  The cost of one item was understated in the movable
property records.  The time required to update the LPAA records for the
10 items sampled ranged from 3 months to 15 months after acquisition.

19. For the second consecutive audit, Louisiana Technical College, Delta Ouachita
Campus did not have adequate internal controls to ensure that movable property
is properly and accurately reported to the LPAA in compliance with state movable
property regulations.  An examination of movable property purchases of $44,985
for the period July 1, 1997, through February 1, 1999, disclosed that 6 purchases
were not tagged or on the property listing, 3 purchases were not in the proper
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location, 23 purchases were not tagged within the 45-day time period, and 17
equipment purchases were not valued correctly in the LPAA system resulting in a
net understatement for these items in LPAA records of $666.

20. Louisiana Technical College, Evangeline Campus did not comply with state
movable property regulations.  A test of movable property records revealed that
the technical college had not recorded and tagged 12 items of equipment and
office furnishings, totaling $12,754, until 88 to 434 days after receipt of the
property.

21. Louisiana Technical College, River Parishes Campus did not comply with
movable property regulations.  In a review of donated items, five vehicles,
totaling $63,425, and six machinery items, totaling $4,500, were not tagged and
reported to LPAA.  In addition, during the period July 1, 1997, to December 31,
1998, the technical college did not forward movable property information to LPAA
within 45 days for 39 (51%) of 76 items purchased.  The submission of movable
property information to LPAA ranged from 50 to 198 days after receipt of these
items.

22. Louisiana Technical College, Slidell Campus did not comply with state movable
property regulations.  A test of 66 property items, totaling $47,986, disclosed 61
items (92%), totaling $45,283, were not reported to LPAA within 45 days of
receipt of the items.  Four of the items, totaling $3,376, were reported 767 days
late; 56 items, totaling $40,515, were reported 17 days late; and one item,
totaling $1,392, was reported 7 days past the 45 days allowed.

The State of Louisiana should take the necessary measures to ensure that all state agencies,
hospitals, universities, and component units maintain adequate internal accounting control over
movable property to comply with state movable property regulations as prescribed by the
Commissioner of Administration and Louisiana Law.  Management concurred with the finding
and outlined a plan of corrective action.  See management’s response at B-159.

LABOR, DEPARTMENT OF

Inadequate Compilation Process

The Department of Labor did not submit accurate and complete annual fiscal reports (AFRs) to
the Division of Administration (DOA) for the Office of Workforce Development (OWD) and the
Office of Workers’ Compensation (OWC) by the due date of September 1, 1999.  R.S. 39:79
requires that a sworn statement be prepared in the format devised and approved by the
commissioner of administration, and the affidavit attached to the AFR states that the financial
statements present fairly the financial position of the department.  The AFRs were due to the
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DOA’s Office of Statewide Reporting and Accounting Policy (OSRAP) by September 1, 1999,
for the year ended June 30, 1999.

The first report submitted and the subsequent drafts of the reports contained significant errors
as follows:

1. Accounts payable supporting schedules were revised three times and continued
to contain errors because of addition and subtraction mistakes.

2. For the OWD, the original AFR submitted on September 2, 1999, contained the
following errors:

• Statement A - The fund balance amount of $12,087,963 did not agree to
the Statement B fund balance amount of $23,895,566.

• Schedule 8 (Federal Expenditures) - The total disbursements reported
for the JTPA Cluster were $49,126,151.  The total per audit was
$66,016,553.

• Several notes contained errors including the notes on disallowed costs,
leases, and fund deficits.

3. The OWD submitted a revised AFR on September 20, 1999.  The following
errors continued to be a problem:

• Statement A - The fund balance amount of $15,260,725 did not agree to
the Statement B fund balance amount of $8,339,019.

• Schedule 8 - The total disbursements reported for the JTPA Cluster were
$49,126,151.  The total per audit was $66,016,553.

4. The OWC submitted an original AFR and a revised AFR on the same day,
September 2, 1999.  The revised AFR included an error in that the fund balance
on Statement B of $707,311 did not agree to the fund balance on Statement A of
$937,026.

The department did not have adequate written procedures for employees to use to compile
information included in the AFRs.  Also, no one independent of the AFR preparation process
performed a detailed review of the AFRs, including comparison of the accounting system
reports and adjusting entries to the AFR amounts to ensure completeness and accuracy.
Revised AFRs for OWD and OWC were submitted to DOA on September 27, 1999, which is 26
days late.



LEGISLATIVE AUDITOR

Schedule B

STATE OF LOUISIANA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Financial Statement Findings (Continued)

31

The Department of Labor should develop written AFR compilation procedures and should
perform supervisory review of the AFR compilation to ensure that timely, accurate AFRs are
submitted in the future. Management concurred with the finding and recommendation and
outlined a corrective action plan (B-43).

LOUISIANA STATE UNIVERSITY
  HEALTH SCIENCES CENTER
  (HEALTH CARE SERVICES DIVISION)

Inadequate Controls Over Restricted
  Fund Expenditures

Louisiana State University Health Sciences Center (LSUHSC) - Health Care Services Division
(HCSD) does not have an adequate system of internal control over its restricted fund
expenditures to ensure compliance with state laws and internal policies and procedures.  An
adequate system of internal control requires that policies and procedures be established and
implemented to ensure that expenditures are in compliance with state laws and internal policies
and procedures.  The following deficiencies were noted during the audit:

• Various hospitals under the administration of HCSD failed to comply with
movable property regulations.  Louisiana Administrative Code 34:VII.307(A)
requires that all items of qualified property be tagged and reported to the
Louisiana Property Assistance Agency within 45 days of actual receipt of the
property.  The following exceptions were noted:

1. On October 15, 1998, the Medical Center of Louisiana at New Orleans
(MCLNO) purchased a tape drive for $3,860 through the restricted fund.
In addition, on October 28, 1998, MCLNO purchased 10 pieces of
warehouse equipment (including three trucks), totaling $146,183, through
the restricted fund.  As of July 22, 1999, these property items were not
tagged.

2. HCSD Central Office purchased six printers, totaling $6,543, through the
restricted fund for University Medical Center (UMC).  UMC received the
printers on November 15, 1998.  As of June 17, 1999, these property
items were not tagged.

3. On October 1, 1998, HCSD Central Office purchased teleconferencing
equipment, totaling $16,000, from LSUHSC - Shreveport through the
restricted fund.  As of June 23, 1999, this equipment still had LSUHSC -
Shreveport tag numbers and was still listed on the LSUHSC - Shreveport
inventory.
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• Various hospitals under the administration of HCSD failed to comply with internal
policies and procedures.  Procedures established for the administration of the
restricted funds require that a monthly report titled “Restricted Project Monthly
Report” be issued by each project manager on each project.  The purpose of this
report is to monitor project activity and to detail the project budget,
encumbrances, items in process, and any unobligated balances.  In addition,
internal procedures require a “Direct Pay Check Request” form be attached to
each reimbursement request along with proper authorization and the original
invoice.  This form is used by the medical center to request payment from
LSUHSC for a restricted fund expenditure.  The following matters were noted:

1. Of the five projects tested for evidence of monthly reports being properly
filed with HCSD's Budget Unit, none were found.

2. Of the 23 restricted fund expenditures tested, six items did not have the
required “Direct Pay Check Request” attached; one request lacked
authorized signatures; and four requests did not have the original invoice
attached.

• HCSD failed to monitor restricted fund expenditures. Good internal control
requires that expenditures be monitored at the agency/hospital level and centrally
for all agencies/hospitals, so that budgets, purchase orders, and contracts are
not over expended.

1. HCSD Central Office did not maintain project files for each of its restricted
fund projects and, as a result, was unable to determine the total amount
of expenditures of each project.  This information was not available until
HCSD Central Office “re-created” files for each project.

2. Information such as total expenditures by hospital and by project was not
available centrally for all agencies/hospitals.  The information was not
available because HCSD's Budget Unit did not monitor total expenditures
and activities of the restricted fund to ensure budgets, purchase orders,
and contracts were not over expended.

Since management has not placed sufficient emphasis on compliance with state law, internal
policies, and adequate internal control, the risk increases that errors and/or fraud could occur
and not be detected in a timely manner.  It also subjects HCSD to noncompliance with state
laws and internal policies and procedures.

Management should develop and implement adequate internal control over its restricted funds
to ensure compliance with state laws and internal policies and procedures. Management
concurred with the finding and outlined a plan of corrective action (B-58).
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NATURAL RESOURCES, DEPARTMENT OF

Untimely Deposits

The Department of Natural Resources did not have adequate control procedures in place to
ensure that all cash receipts are deposited immediately upon receipt as required by state law.
Article VII, Section 9 of the Louisiana Constitution requires that all money received by state
agencies shall be deposited in the state treasury immediately upon receipt.  The Division of
Administration and State Treasurer Policies and Procedures Manual defines immediately as
“within 24 hours of receipt.”  In addition, good internal control requires that all money received
by the department be deposited timely to properly safeguard assets.

The department’s main office and three area offices collect and deposit payments of various
fees into the state treasury.  One hundred and eighty-four payments received during the fiscal
year were selected to test for timeliness of deposit.  Of the 184 payments, 115 payments (63%)
had no evidence of a receipt date and could not be tested.  Of the remaining 69 payments, 48
payments (70%) were not deposited timely.  The payments were deposited from 3 to 55 days
after receipt, for an average of 17 days late, and ranged from $5 to $77,730, for an average
payment of $3,716.

Management has not placed sufficient emphasis on the importance of depositing receipts
timely.  Also, the department’s cash receipts function is decentralized with at least 27
employees in the main office, along with employees at three area offices, receiving payments.
In some cases, checks are routed through several employees before being submitted to the
accounting section for deposit.  Also, checks are often held until the supporting documents are
processed or problems are resolved, which could take days, weeks, or longer.  The untimely
deposit of funds increases the risk of loss or abuse, deprives the state of interest earnings, and
subjects the department to noncompliance with state law.

Management of the department should implement procedures that would require the immediate
processing and deposit of all receipts in accordance with state law.  Management concurred
with the finding and recommendation and outlined a plan of corrective action (B-78).

NEW ORLEANS HOME AND REHABILITATION CENTER

Noncompliance With Year 2000 Regulations

The New Orleans Home and Rehabilitation Center has not complied with executive orders
designed to ensure that computer equipment and software are Year 2000 compliant by the turn
of the century.  Executive Order MJF 96-50, as amended by Executive Order MJF 98-04,
requires all departments to evaluate the impact of Year 2000 on their computer information
systems to determine which systems must be corrected or replaced as a result of the potential
adverse impact of the Year 2000.  Departments were ordered to initiate corrective action that
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will be effective on or before July 1, 1999, to ensure that their services and/or operations will not
be interrupted because of the Year 2000.  The center uses electronic data processing
equipment and software that are not Year 2000 compliant for the automated time clock, the
perpetual consumable inventory control, and the resident trust accounting systems.  The Year
2000 issue is critical because many computer systems were not designed to accommodate a
four-digit year date, such as 1999 or 2000, and may sort and process dates using just the last
two digits (00) of the year.  By using only the last two digits, the computer may read the 2000
date as the year 1900 and may process information incorrectly.

The three systems mentioned previously will not be Year 2000 compliant by July 1, 1999,
because the center did not become aware of the executive orders or the availability of Year
2000 funding until February 25, 1999.  Therefore, the 1999 fiscal year budget does not contain
Year 2000 planning and upgrade funding.  Applications for funding were submitted March 4,
1999, March 30, 1999, and April 22, 1999, totaling $40,000, $40,157, and $35,245, respectively.
However, none of the requests were funded.  Failure to upgrade systems timely reduces the
opportunity for corrective actions, if needed, which may impair the center’s ability to accurately
process payroll, consumable inventory, and patient trust transactions.

The New Orleans Home and Rehabilitation Center should develop a plan to address the Year
2000 issue.  The plan should not only include acquiring computer hardware and software that is
Year 2000 compliant but should also include contingency plans that would address the loss of
key systems as a result of unexpected Year 2000 problems.  Management concurred with our
finding and recommendation and outlined a plan of corrective action (B-79).

Weaknesses in Controls Over Cash Receipts
  and Disbursements and Theft of Funds

The New Orleans Home and Rehabilitation Center did not have adequate internal controls over
cash receipts and disbursements associated with the Resident Trust Fund.  Good internal
controls should provide for the adequate segregation of duties and an appropriate system of
authorization and approval of transactions to safeguard assets, to ensure that accounting data
are both accurate and reliable, and to ensure that errors and/or fraud are detected in a timely
manner.

There was inadequate segregation of duties in that the fiscal officer, Mr. James F. Reese,
performed incompatible functions.  This individual was entrusted with the maintenance of
accounting records, including budgets and approvals.  He had custody of blank checks and was
one of the required check signers.  He also performed bank reconciliations and posted
accounting entries.  There were also no reconciliations between the individual resident account
balances and the balances contained in the Resident Trust Fund bank accounts.  This
inadequate segregation of duties and the lack of reconciliations resulted in a theft of Resident
Trust Fund monies.
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In an internal review report dated April 9, 1999, the Department of Health and Hospitals, Bureau
of Internal Audit reported that the former fiscal officer misappropriated $18,485 of Resident
Trust Fund monies. The misappropriations occurred during the period February 4, 1998,
through October 26, 1998, and involved nine separate incidents, ranging in amounts from $993
to $3,875.  There were also two other instances where the former fiscal officer attempted to
negotiate checks totaling $8,951 and $9,946, respectively.  These two attempts at a further
misappropriation of funds failed when the bank made inquiries to the center’s management
about missing endorsements on the checks.

Management is responsible for maintaining a system that adequately safeguards assets and
results in the reporting of accurate financial data.  Failure to provide such a system does not
assure management that errors and/or fraud are being detected in a timely manner.
Management’s high regard for the integrity of the fiscal officer and the lack of emphasis on
sound policies and procedures that safeguard assets resulted in the possible theft and abuse of
public funds. The former fiscal officer’s actions indicate possible violations of R.S. 14:67, “Theft”;
R.S.14:72, “Forgery”; R.S. 14:134, “Malfeasance in Office”; and R.S. 42:1461(A), “Obligation
Not to Misuse Public Funds.”  Management informed us that the misappropriation of funds has
been reported to the Orleans Parish District Attorney.

The New Orleans Home and Rehabilitation Center should establish internal control policies and
procedures that are designed to prevent and/or detect fraudulent transactions and restrict the
assignment of incompatible functions.  Management concurred with the finding and recommen-
dation and outlined a plan of corrective action (B-81).

RISK MANAGEMENT, OFFICE OF

Overstatement of Reserves for Claim Payments

For the third consecutive year, the Office of Risk Management (ORM) has overstated reserves
for second injury claims and has not requested timely reimbursements from the Second Injury
Fund.  The Second Injury Fund exists to encourage the employment of physically handicapped
employees who have a permanent, partial disability by protecting employers and their insurers
from excess liability when a subsequent injury to such an employee merges with his preexisting
disability.  R.S. 23:1378 divides the financial responsibility for paying second injury claims
between the insurer (ORM) and the Second Injury Fund.  In addition, it sets limits for insurer
reserves for future payments and states that no reimbursement will be made to the insurer
unless the insurer certifies compliance with those limits on reserves.

In a test of 148 open second injury claims, reserves were overstated beyond the legal limit in
four claims, for $122,450.  In addition, two claims were closed within the fiscal year even though
reimbursements of $10,566 were still due from the Second Injury Fund.  These errors occurred
because some claim adjusters did not adhere to established procedures.  Failure to set
reserves at the proper amount and failure to bill timely places the office at risk of losing
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reimbursements from the Second Injury Fund.  In addition, errors in reserves cause
misstatements on the financial statements of the State of Louisiana.

ORM should comply with legal limits on reserves for second injury claim payments.
Furthermore, ORM should request timely reimbursements from the Second Injury Fund.
Management concurred with the finding and outlined a plan of corrective action (B-90).

SOUTH LOUISIANA COMMUNITY COLLEGE

Violation of Record Retention Laws

South Louisiana Community College violated record retention laws when it discarded all but a
few used receipt books for tuition, fees, books, and other collections for the fiscal year ended
June 30, 1999.  R.S. 44:36(A) states that agencies are required to retain records for a minimum
of three years from the date on which the public record was made.  R.S. 24:514(C) states, “No
officer shall destroy any voucher or other paper belonging to his office before it has been
examined by the legislative auditor or certified public accountant authorized to perform an audit
in lieu of the legislative auditor.”

Without the receipt books, we could not account for all receipts issued and, therefore, could not
verify the completeness of records or revenues collected.  There was a lack of an audit trail
since all receipts were not prenumbered, and for those receipts that were prenumbered, many
were missing from the deposit records.

This situation occurred because of management’s lack of emphasis on internal controls and its
lack of understanding of the applicable laws and regulations.  Failure to maintain accountability
for all revenues collected results in noncompliance with laws and regulations, an inability to
issue accurate financial statements, and increases the risk of fraud.

Management should develop and implement procedures to ensure that all financial records are
maintained until audited and to ensure compliance with record retention laws.  Management
concurred with the finding and recommendation and outlined a plan for corrective action
(B-122).

SOUTHERN UNIVERSITY AND A&M COLLEGE
  (BATON ROUGE)

Improper Handling of License Plate Fees

The former Chancellor of the Southern University - Baton Rouge Campus, Dr. Marvin Yates,
inappropriately transmitted to the Southern University Alumni Federation $199,000 of special
license plate fees received by the university during the period from December 1993 to
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November 1997, which may have resulted in a violation of Louisiana law.  A special College and
University License Plate Contract entered into on March 2, 1993, between the university and the
Louisiana Department of Public Safety and Corrections required that fees be paid to Southern
University, not the Southern University Alumni Federation.  The contract entered into pursuant
to R.S. 47:463.31 requires the Department of Public Safety and Corrections to pay a $25 royalty
fee to the university for each special license plate sold, to be used for academic or financial
need based scholarships for students at that institution.  The contract also requires that the
management board of the university be responsible for disbursing the funds received and for
establishing the scholarship program.  In addition, Article VII, Section 14(A) of the Louisiana
Constitution of 1974 provides that the funds, credit, property or things of value of the state or of
any political subdivision shall not be loaned, pledged, or donated to or for any person,
association, or corporation, public or private.

According to the Alumni Federation, $196,053 of the funds was expended for scholarships that
were awarded at the discretion of the former Chancellor.  The remaining funds were transferred
back to the university on March 13, 1998.  The former Chancellor made approximately 235
awards to 199 recipients.  These awards were not reported to nor coordinated with the Southern
University student financial aid office to determine if the students were eligible for the awards
and to ensure that financial awards did not exceed the students’ financial need.

By forwarding funds designated for the university to the Southern University Alumni Federation
and selecting the recipients of the scholarships, the former Chancellor was in violation of the
requirements spelled out in the contract and may have violated Louisiana law.  In addition, by
failing to coordinate awards with the student financial aid office, students may have received
financial assistance awards that they were not eligible to receive.

The university should take the appropriate action to ensure that all university funds are
deposited in the proper university accounts and that employees adhere to policies and
procedures for awarding scholarships.  Management of the university concurred with the finding
and recommendation and outlined corrective action taken (B-126).

SOUTHERN UNIVERSITY AT NEW ORLEANS

Lack of Signed Contracts

Southern University at New Orleans did not have signed contracts with vendors that operate the
campus bookstore and provide video game machines in the Student Center.  The university
also did not advertise and award these contracts as required by the Louisiana Procurement
Code.  Attorney General Opinion 89-132 states that contracts involving the procurement of a
combination of services and supplies must be advertised and awarded in accordance with the
Louisiana Procurement Code.  In addition, proper internal controls and good business practices
require that the university and vendors providing services to the university have written signed
contracts specifying the terms and conditions of the contracts.
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On May 29, 1998, the university advertised and rebid the bookstore contract that expired
July 31, 1998.  The bid was awarded to a vendor; however, a written, signed contract was not
executed as of August 11, 1999.  The unsigned contract requires the vendor to pay a fixed rent
of $55,000 per year, payable in equal quarterly installments, plus the vendor is required to
furnish two textbook scholarships annually.  As of June 30, 1999, the vendor should have
remitted three payments totaling $41,250; however, only one payment of $13,750 was made
during fiscal year 1999.  In addition, the vendor provided no textbook scholarships.  The
university has made no effort to collect the amounts due from the vendor.

The university did not have a contract for video game machines in the Student Center and did
not advertise to award a contract for the fiscal year ended June 30, 1999.  The vendor providing
the video game machines has provided these services for many years and has been remitting to
the university a 50% cash commission on cash receipts collected when the machines are
emptied weekly.

Because the university does not have written, signed contracts, contractual rights of the
university may be difficult to enforce against these vendors.  In addition, untimely receipt of rent
from vendors and cash payments from vendors increases the risk of lost revenues and fraud.

The university should ensure that contracts for services are awarded in accordance with the
Louisiana Procurement Code and are approved and signed before allowing vendors to provide
these services.  The university should also establish adequate internal control monitoring
procedures to ensure that amounts due the university are collected in accordance with the
terms of the contracts.  Management of the university concurred with the finding and
recommendation and outlined a plan of corrective action (B-139).

STATE EMPLOYEES GROUP BENEFITS PROGRAM

Claims Imaging System Not Year 2000 Compliant

The State Employees Group Benefits Program (SEGBP) did not update or replace the claims
imaging system to ensure that computer operations are not interrupted because of the Year
2000.  Executive Order MJF 96-50, Section 4, requires departments to evaluate the impact of
Year 2000 on their computer information systems and, on or before July 1, 1999, correct or
replace those systems that will be adversely impacted.  Although the department determined
that the claims imaging system could not be made Year 2000 compliant, the system had not
been replaced by July 1, 1999.  The claims imaging system is critical to the claims payment
process because it displays the supporting documentation from which claims are paid.  Without
the system, claims processors would be forced to rely on hardcopy documentation, drastically
reducing workflow and delaying claims payments.  Failure to replace the claims imaging system
could result in a disruption of operations after January 1, 2000.
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SEGBP should update or replace the claims imaging system before January 1, 2000, to avoid a
disruption of operations.  Management concurred with the finding and recommendation and
outlined a plan of corrective action (B-146).

INTERNAL CONTROL OVER FINANCIAL REPORTING

BATON ROUGE COMMUNITY COLLEGE

Bank Account Not Reconciled
  to Accounting Records

The Baton Rouge Community College (BRCC) has not reconciled its operating bank account to
the accounting records since the account was opened in July 1998.  Good internal controls
require reconciliation of the bank account balance to the accounting records on a monthly basis.
A bank reconciliation provides management with a basis to ensure that all transactions that
affect both the bank account and the accounting records are in agreement and that no errors or
fraud have occurred.

During the period from July 1998 through June 30, 1999, the operating bank account receipts
and disbursements totaled $6,728,633 and $4,691,046, respectively.  BRCC accounting
personnel’s unfamiliarity with the accounting software and bank reconciliation procedures
contributed to the failure to reconcile the bank account.   Failure to reconcile the bank account
timely could lead to the misappropriation of funds and increases the risk that assets could be
lost or misused and not be detected timely.

BRCC should reconcile its operating bank account to the college’s accounting records monthly.
Management concurred with the finding and recommendation and outlined a plan of corrective
action (B-3).

Financial Reporting Weaknesses

BRCC has weaknesses in its controls over financial reporting.  An adequate control system
should ensure that transactions are properly recorded in the accounting records and should
include periodic reconciliations of those records to the general ledger account balances.  In
addition, the system should provide information sufficient to identify all assets and liabilities at
year-end.
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Our review of BRCC’s controls over financial reporting disclosed the following deficiencies:

Accounts Payable

BRCC could not produce a subsidiary ledger or other listing of accounts payable totaling
$345,007 at June 30, 1999.  In addition, BRCC did not use its accounting system to
track outstanding obligations that may represent accounts payables at year-end.  The
lack of a detailed listing of the accounts payable balance and the failure to track
obligations increases the risk of unrecorded payables at year-end.  Our tests for
unrecorded payables at June 30, 1999, disclosed that accounts payable of $106,194
had not been recorded in the accounting records.

Payroll Expenditures

BRCC did not reconcile monthly invoices from Louisiana State University for
reimbursement of payroll expenditures totaling $3,317,016 to the distribution of those
costs in the general ledger at June 30, 1999.  As a result, management was unaware
that $80,561 in instruction program expenditures for January 1999 had been incorrectly
distributed to other functional accounts.  Failure to reconcile the distribution of costs in
the general ledger to supporting documentation increases the risk of misclassification of
program expenditures.

Tuition and Fees Revenue

BRCC did not reconcile tuition and fees recorded in student accounts to the general
ledger balance of tuition and fees revenue totaling $1,566,647 at June 30, 1999.  As a
result, management was unaware that tuition and fees totaling $43,113 received in July
1998 for the fall 1998 term had not been posted to the general ledger.  Failure to
reconcile the general ledger revenue balance to the amounts recorded in the student
accounts increases the risk that all revenue may not be properly recorded.

Plant Fund Assets

Assets totaling $3,202,219 were omitted from BRCC’s Investment in Plant Fund.   These
assets include land and buildings of the former James M. Frazier Campus of the
Louisiana Technical College that were transferred to BRCC on April 22, 1999, by the
Louisiana State Board of Elementary and Secondary Education.  The omission of these
assets resulted in BRCC’s Investment in Plant Fund being understated by 22% at
June 30, 1999.

These deficiencies occurred because BRCC’s accounting staff did not have sufficient
knowledge or experience with the college’s accounting system to generate listings of account
transactions and reconcile subsidiary records to the general ledger or to use the system’s
capabilities to track assets and outstanding obligations.
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Management of BRCC should adequately train accounting staff to fully use the accounting
system’s capabilities to track college assets and liabilities and to produce subsidiary ledgers or
other information necessary to periodically reconcile general ledger accounts to subsidiary data.
In addition, cost distributions in the general ledger should also be periodically reconciled to
supporting documentation.  Management concurred with the finding and recommendation and
outlined a plan of corrective action (B-4).

Inadequate Controls Over Cash Receipts

BRCC has not established adequate controls over cash receipts.  Adequate internal controls
should include a reconciliation of amounts received to amounts recorded and deposited in the
bank.  In addition, access to cash receipts should be limited and all receipts should be
deposited in the bank timely.  During fiscal year 1999, BRCC deposited cash and checks from
tuition, fees, and other self-generated sources totaling $1,861,416.  A review of BRCC’s controls
over cash receipts revealed the following weaknesses:

• BRCC did not reconcile cash receipts for tuition and fees to amounts recorded
and deposited in the bank.  Manual written receipts are issued by the Bursar’s
Office for all tuition and fees received.  However, BRCC did not reconcile the
amount of the manual receipts issued to receipts recorded in the college’s
accounting system or to the individual bank deposits.  As a result, management
of BRCC could not provide reasonable assurance that all cash received during
fiscal year 1999 was recorded in the college’s accounting records and deposited
in the bank.

• Cash receipts for copy machine fees were not adequately controlled.  From
August 1998, until March 19, 1999, library copy machine fees were collected at
the library circulation desk.  However, no records were maintained of the number
of copies made or the total receipts collected from the copy machine.  Beginning
on March 19, 1999, an automated counter was installed on the copy machine
that recorded the number of copies purchased.  However, there was no
comparison of the number of copies purchased and the amounts collected.

• Fees for educational seminars were not adequately controlled.  BRCC’s
Business and Industry Institute (Institute) sponsored educational seminars and
collected a $45 fee directly from each participant.  The fees collected by the
Institute were subsequently remitted to BRCC’s accounting office.  Documenta-
tion maintained by the Institute indicated that fees totaling $11,595 were remitted
to the accounting office but only $11,370 was deposited and recorded in BRCC’s
general ledger.

• Cash received from BRCC’s bookstore was not deposited timely.  BRCC
awarded a book grant of up to $150 per semester to qualified students to
purchase textbooks from the bookstore.   At the end of the semester, students
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were required to return the books to the bookstore.  The bookstore retained
selected books for resale and a refund for these books was paid directly to the
college to be used for additional book grants.  During December 1998, the
college bookstore refunded $2,493 in cash to BRCC’s accounting office.   This
cash was not recorded in the college’s accounting records or deposited in the
bank until May 4, 1999.

• Cash receipts in the Bursar’s Office were not adequately safeguarded.  Several
different individuals including two student bursars, the Director of Accounting,
and the Administrative Specialist I routinely received payments from students
and accessed the cash drawer.  In addition, three employees had knowledge of
the combination to the office’s safe.  Also, the combination to the safe was not
properly safeguarded and other employees could obtain the combination as well.
These weaknesses in safeguarding cash receipts may have contributed to a theft
of $1,300 from the office’s safe reported on March 1, 1999.

Lack of adequate controls and safeguards over cash receipts increases the risk that errors or
fraud relating to cash receipts may occur and not be detected timely.

Management of BRCC should establish policies and procedures to ensure that all receipts are
adequately safeguarded, are reconciled to amounts recorded and deposited, and are deposited
timely.  Management concurred with the finding and recommendation and outlined a plan of
corrective action (B-7).

Inadequate Segregation of Duties

BRCC did not maintain an adequate segregation of duties over the accounting function of the
college.  Good internal controls should include the proper separation of duties including the
assignment of incompatible duties to separate individuals.  In reviewing the internal control over
the college’s accounting function, it was noted that the Director of Accounting performed the
following incompatible duties:

• Collected cash and checks for payment of student tuition and fees, recorded
cash receipts in the accounting records, prepared bank deposits, and was
responsible for reconciling the college’s bank account

• Calculated and approved refunds due to students, recorded refunds in the
accounting records, and prepared and signed student refund checks

• Approved purchase orders, approved invoices for payment, recorded purchases
in the accounting records, and prepared and signed checks

• Initiated, approved, and recorded adjustments to the accounting records
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BRCC did not provide sufficient employees in the accounting department to provide for an
adequate segregation of duties.  The limited number of employees in the accounting department
made it necessary for the Director of Accounting to perform all accounting functions.

Management is responsible for maintaining a system that adequately safeguards assets.
Failure to adequately segregate incompatible duties increases the risk that errors or fraud may
be perpetrated and concealed.

Management of BRCC should provide adequate staffing and proper training to allow for a
proper segregation of duties within the college’s accounting department.  Management
concurred with the finding and recommendation and outlined a plan of corrective action (B-8).

Lack of Controls Over Student
  Accounts Receivable

BRCC has not established adequate internal controls over student accounts receivable.  An
adequate system of internal control should include periodic reconciliations of individual student
accounts to the general ledger and should provide for the timely collection of student accounts
receivable.  The following weaknesses were noted relating to student accounts receivable:

• BRCC has never reconciled the amounts owed by the students in the student
data base to the student accounts receivable balance in the college’s general
ledger.  BRCC maintains individual student records in a data base that includes
amounts the student owes to the college. At June 30, 1999, there was an
unreconciled difference of $8,783 between the student records and the general
ledger.  Failure to reconcile individual student records to the general ledger
balance increases the risk that all receivables may not be properly recorded in
the general ledger.

• BRCC has not established policies and procedures for the timely collection of
student accounts receivable.  At June 30, 1999, BRCC’s student accounts
receivable totaling $91,675 included $88,382 (96%) in accounts that were more
than 91 days delinquent and $45,400 (50%) that were more than 6 months
delinquent.  At June 30, 1999, management of BRCC had not actively pursued
collection of these receivables.  Without adequate procedures for the timely
collection of accounts receivable, BRCC may not receive all amounts that it is
owed.

Management did not place adequate emphasis on internal control over student accounts
receivable resulting in increased risk that amounts owed to the college will not be properly
recorded and collected.
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Management of BRCC should establish policies and procedures for periodic reconciliations of
individual student accounts receivable to the general ledger and for the timely collection of
student accounts receivable.  Management concurred with the finding and recommendation and
outlined a plan of corrective action (B-9).

EDUCATION, DEPARTMENT OF

Inadequate Audit Resolution

The state Department of Education (SDE) does not have adequate procedures to resolve audit
findings in a timely manner.  An adequate system of internal control requires follow-up and
resolution of audit findings in a timely manner and requires that control procedures are
developed and implemented to prevent reportable findings from reoccurring.

The current superintendent of the department was appointed effective July 1, 1996.  The deputy
superintendent of the Office of Management and Finance was appointed effective
November 30, 1992.  The trend in audit findings for the last four fiscal years is as follows:

Number of Total
Number of Repeat Questioned

Fiscal Year Ended June 30, Findings Findings Costs

1996 13 3 $232,937
1997 9 3 387,129
1998 14 7 567,630
1999 18 5 782,504

Considering the growing number of findings and the nature of the findings relating to internal
control weaknesses, noncompliance with federal and state laws and regulations, and the
significant amount of questioned costs, this trend indicates a breakdown of the department’s
control environment and subjects the state’s resources to the risk of loss or misuse.

The SDE should develop and implement adequate procedures to resolve audit findings in a
timely manner. Management did not concur with the finding.  Management expressed that it did
not concur with many of the findings, that some of the findings do not appear reportable or
material, that the timing of the findings causes many to be repeated the next year, and that the
auditor’s designation of “questionable” cost is incorrect.  See management’s response at B-13.

Additional Comments:  In the response we received from the SDE, management expressed
concern over the quality of the audit and whether the findings are reportable or material.  That
decision rests with the judgment of the auditor.  We find that the bureaucracy within the SDE is
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preventing implementation of a control system that would assist the department in identifying
weaknesses in operations or areas where the department is not complying with laws and
regulations.  Furthermore, during this audit, it took SDE management an average of 30 working
days to respond to fiscal year 1999 audit findings.

Inadequate Information Systems Controls

The SDE has not developed adequate internal controls over information systems (IS) activities
to ensure the integrity of programs, processing, and data.  To ensure that the processing of
transactions and financial data information is performed according to management's design,
good internal controls require that:

(1) a strategic plan to achieve department IS goals is developed, communicated,
and periodically reviewed;

(2) security policies and procedures are developed, implemented, and documented;

(3) on-line and physical access to computer programs and equipment is limited to
current employees with a business need;

(4) each user is assigned an individual User ID and confidential password to provide
for an audit trail and to ensure accountability for system activities;

(5) there is adequate segregation of duties among employees receiving and
approving requests for system changes, developing and/or making the changes,
testing the changes, approving the changes, moving the changes into production,
and operating the system;

(6) a Disaster Recovery/Contingency Plan is developed and tested; and

(7) the design and operation of controls over development of programs, changes to
programs, access to programs and data, and segregation of incompatible duties
are regularly reviewed.

Annually, the SDE's Information Technology Services process information relating to
approximately $2.8 billion of expenditures.  The following deficiencies in internal controls were
noted:

Strategic Planning

• The SDE did not have a strategic plan to ensure that data processing resources
were allocated on a basis consistent with the department's overall plans.
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Security Policies and Procedures

• The SDE did not have formal security policies and procedures to address the
Local Area Network environment, personal computers, Internet access, and Web
page administration.

• The SDE did not have formal procedures for notifying security administrators to
adjust or eliminate on-line access when employees transferred or terminated.

• The internal network or Intranet within the SDE was not protected from the
Internet because the SDE had bypassed its firewall to accommodate
incompatible software.

• The SDE did not monitor and follow up on attempted network security violations.

On-line and Physical Access

• Physical access to computer equipment and programs was not restricted to
those with a business-need-only for access.  Furthermore, supervisory personnel
disengaged the data center's electronic security system designed to protect
employees, equipment, and data.

• On-line system-wide access as well as access to alter security and other critical
files was not assigned on a business-need-only basis.

Individual User IDs

• Certain employees shared User IDs and passwords.  These included those IDs
used to grant or change network access as well as student IDs.  In addition,
project leaders shared their User IDs and passwords with program analysts to
make programming changes.

Segregation of Duties

• The SDE had an inadequate segregation of duties in program change
management.  The project leader had the authority to receive the request for
change, develop and/or make the change, test the change, and move the change
to production without obtaining approval. In addition, computer operators
occasionally made non-routine emergency programming changes directly to the
production JCL (job control language).
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Disaster Recovery

• The SDE did not have a Disaster Recovery/Contingency Plan to allow for
continued operation of critical data processing services in the event of
unexpected interruption of operations or in the event that normal data processing
facilities are unavailable for an extended period of time.

Review of System Controls

• The SDE did not perform internal audits of information system internal controls to
ensure that essential control activities were designed effectively, placed into
operation, and functioned consistently.

• The SDE did not have a clear audit trail of change requests to the system or the
review and approval of those changes.

These control deficiencies existed because upper management did not consistently include data
processing issues in its strategic planning and channeled department resources into other
areas.  As a result, the risk exists that programs and data could be accessed and modified
without proper authorization, review, and approval; that errors or fraud could occur and not be
detected; and that a disaster could occur and the department may not be able to fully recover
lost programs and data.

The SDE should establish adequate IS procedures and controls to ensure the integrity of
programs, processing, and data, to include proper disaster recovery.  Management partially
concurred with the finding and described corrective action taken (B-24).

EXECUTIVE DEPARTMENT

Ineffective Internal Audit Function

For the seventeenth consecutive year, the State of Louisiana did not have an effective internal
audit function for state government to examine, evaluate, and report on its internal control,
including data processing, and to evaluate its compliance with the policies and procedures of
the control system.

Currently in Louisiana, over 100 internal auditors provide coverage to state agencies, state
hospitals, state colleges/universities and various component units.  The Governor also
established the Office of the State Inspector General (IG) in fiscal year 1988 to provide an
internal audit function for state agencies and to provide other valuable services to the state
through investigative auditing and the operation of a complaint hotline.  However, because of
funding limitations, the IG does not have adequate staffing to perform an effective internal audit
function.  Currently, there are 13 auditors in the IG's office.
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Although internal audit resources exist within the agencies noted previously, our study and
evaluation of the state's internal control for the year ended June 30, 1999, found that an
effective internal audit function did not exist in the following agencies.  While the following
should not be considered an all-inclusive list, their approximate collective assets and revenues
demonstrate the need for an effective internal audit function within Louisiana state government.

General 
Appropriations/

Assets Revenues

Department of Agriculture and Forestry $13,357,916 $50,822,847
Department of Education 136,628,374 2,825,784,072
Executive Department 108,892,316 337,239,832
Department of Health and Hospitals 123,750,483 3,442,989,955
Department of Labor 27,755,178 153,229,043
Department of Natural Resources 106,451,559 251,973,939
Department of Public Safety and Corrections -
  Corrections Services 73,327,092 540,167,854
Department of Revenue 736,406,394 5,226,332,459
Office of Risk Management 177,201,678 155,622,985
Department of Social Services 59,136,867 756,939,870
Office of Telecommunications Management 9,522,556 43,913,708

          Total $1,572,430,413 $13,785,016,564

Act 19 of the 1998 Regular Session of the Louisiana Legislature requires agencies with an
appropriation level 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 state's
reported assets (approximately $44 billion) and its operating revenues (approximately $16
billion) and the number of control and compliance findings contained in this report, an effective
internal audit function is needed to ensure that the state's assets are safeguarded and that state
policies and procedures are uniformly applied.

The State of Louisiana should take the necessary steps to establish an effective internal audit
function by either reallocating or increasing available internal audit resources or by pursuing
other alternatives to accomplish this objective.  Management concurred in part with the finding
and mentioned the lack of financial resources.  See management’s response at B-158.
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INSURANCE, DEPARTMENT OF

Inadequate Planning for Year 2000 Computer Issues

The Department of Insurance has not adequately planned for the potential impact of the Year
2000 on the financial information received from the Louisiana Receivership Office (LRO).  The
Year 2000 issue is significant in that computer technology is essential to the daily operation of
state government.  Information systems have typically been designed to store and process the
last two digits of the date and, therefore, may read the 2000 date as the year 1900 and process
information inaccurately.

The general ledger system of LRO maintains the account balances of the insurance company
estates that are in receivership.  As of November 19, 1999, that system is not Year 2000
compliant, increasing the risk that data processed after January 1, 2000, may be inaccurate and
incomplete.  Although LRO is under the control of the Nineteenth Judicial District Court system,
the department has custodial responsibility for the estate assets and is responsible for
accurately reporting these balances in the department’s annual financial report.  Audited assets
in these estates total $56,244,072 for the fiscal year ended June 30, 1999.

The department did not include LRO in its Year 2000 implementation plan.  The Year 2000
conversion is currently being performed in-house by an LRO Information Systems employee,
who is evaluating and analyzing the system.  Conversion is expected to be complete by
January 1, 2000, which leaves little margin for error.

The department should develop a contingency plan for accurately reporting LRO estate assets
in the event that LRO cannot provide the necessary data from its general ledger system.
Management concurred with the finding and outlined a plan of corrective action (B-41).

LABOR, DEPARTMENT OF

Inadequate Documentation and Monitoring
  for Information System Access

The Department of Labor did not adequately document and monitor logical access to its various
information systems to ensure the integrity of programs, processing, and data.  Effective internal
control over logical access to information systems in a decentralized security administration
environment requires (1) an overall security administration function to coordinate and oversee
the activities of each individual performing security administration duties; (2) procedures for
assigning, documenting, and monitoring system users; and (3) assignment of access on a
business need only basis with adequate segregation of duties.
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The department did not have a comprehensive policy for overall security administration.  The
shared security administration responsibilities for two technical support personnel, three internal
security personnel, and 136 cost center managers were neither coordinated nor monitored.  The
department had no standard procedures for authorizing or documenting user access and there
was no central record that identified each user by name and user ID, listed all access assigned
to the user, and identified who assigned that access.

The information systems’ security structure had not been reviewed in over 10 years to
determine if it supported current needs of management and users, and security reports had not
been generated for management’s review and update.  Inactive user IDs were not automatically
revoked, and unsuccessful repeated attempts by users to access information systems were not
reported to management for investigation.  The following matters were also observed:

• Ninety-one percent of users, through one broadly defined security group, have
access to various programs’ databases that contain employer, employee,
claimant, and participant information.  Access to all of this information does not
appear to be necessary in the performance of their job duties.

• Twelve users outside of the department’s fiscal unit had access to the accounting
system that was not required for their duties and three users had unnecessary
duplicate user IDs.

• Fourteen users within the department’s fiscal unit were given access to the
accounting system to perform incompatible duties, including one or more of the
following functions: vendor and/or employee masterfile maintenance; data entry
of purchase requisition and purchase and receiving reports; processing of
invoices, payments, and refunds; and posting to and adjustments for the general
ledger.

• Two retired employees had active user IDs and there was evidence that one of
these IDs was used six months after the employee retired.

These conditions existed because management did not place sufficient emphasis on controlling
logical access to the department’s information systems.  Failure to establish adequate access
controls over information systems and applications could result in increased risk that programs
or data may be accessed and modified without proper authorization, review, and approval, and
that errors or fraud could occur and not be detected in a timely manner.

The Department of Labor should establish, document, and monitor comprehensive policies and
procedures for logical access to its various information systems to ensure the integrity of
programs, processing, and data.  Management concurred in part with the finding and outlined a
plan of corrective action.  Management responded, in part, that it “does have a comprehensive
policy for security administration, including standardized procedures for authorizing and
documenting user access and centralized records. . . .”  See management’s response at B-48.
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Additional Comments:  No evidence of a comprehensive written security policy was provided
when requested by the auditor for all systems and applications.  No standardized procedures
were provided for authorizing and documenting user access for all systems and applications.
Documentation of access authorization was decentralized among numerous people with
security administration functions and was not maintained in a usable manner to provide an
adequate audit trail.

LOUISIANA TECHNICAL COLLEGE,
  CHARLES B. COREIL CAMPUS

Inadequate Internal Control Over Cash

Louisiana Technical College, Charles B. Coreil Campus did not have adequate internal control
over cash.  A good system of controls would segregate duties so that no one employee is in a
position to commit errors or fraud that would not be detected timely by another employee in the
regular course of assigned duties.  Good internal control also requires that amounts deposited
and recorded be reconciled to underlying receipt documentation. In addition, Article VII, Section
9(A) of the Louisiana Constitution requires that all money received by a state agency shall be
deposited in the state treasury immediately upon receipt.

Deficiencies in internal control included:

1. The technical college had no procedures to ensure that all receipts were
deposited properly.  In addition, the technical college did not perform a daily
reconciliation of cash received by employees and cash submitted for deposit.
There was no accountability for receipt numbers issued.

During the audit, an employee confessed to theft of $5,000, but the actual
amount of the theft has not been determined.  She admitted to accepting money
from students and not turning in the money or the cash receipt documents to the
accountant for deposit.  Following the admission of theft, the employee resigned
from the technical college.

2. Deposits for the technical college for the two years ending June 30, 1999, were
not deposited timely.  We examined five deposits, which consisted of 57
individual cash receipts.  Four of the five deposits had 31 individual cash
receipts, or 54%, that were not deposited timely.  Twenty-one receipts were
deposited 3 to 30 calendar days after receipt and ten receipts were deposited 30
to 90 days after receipt.

3. One employee had access to the blank checks, prepared the checks, and had
signature authority on the zero-balance cash account.
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Management did not place adequate emphasis on internal control.  Failure to understand and
assess internal control risk increases the risk that errors and fraud could occur and not be
detected timely.

The technical college should establish adequate internal control over cash receipts to include a
reconciliation of amounts deposited to the underlying receipt documentation, timely deposit of
cash receipt transactions, and adequate segregation of duties.  The technical college should
also implement procedures to ensure that its cash accounts are monitored properly to guard
against theft or misuse.  Management concurred with the finding and recommendation and
implemented a plan of corrective action (B-65).

MEDICAL CENTER OF LOUISIANA AT NEW ORLEANS

Electronic Data Processing Control Weaknesses

For the second consecutive year, the Medical 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
permitted access only to data files and functions necessary to perform their normal duties.
Furthermore, a periodic review of user access to the SMS should be done to eliminate
unnecessary access.  A review of 745 individuals having access to the SMS determined that 38
individuals (5.1%) had two user identification codes issued to them and six individuals (.8%) had
three user identification codes.

These conditions occurred because management has not placed sufficient emphasis on
establishing controls over the EDP function.  The medical center does not have written
procedures that require security administrators to regularly review user access to the EDP
systems and eliminate unnecessary access.  Failure to establish adequate controls in an on-line
data entry environment 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 timely
manner.

Management of the medical center should establish written procedures that require security
administrators to regularly review user access to the EDP systems and eliminate unnecessary
access.  In addition, the medical center should restrict access to application data files to
employees on a business-need-only basis.   Management concurred with the finding and
recommendation and outlined a plan of corrective action (B-69).

Inaccurate Patient Charges

For the twelfth consecutive year, the Medical Center of Louisiana at New Orleans has not
completed the development and implementation of effective procedures to provide management
with assurance that all charges incurred by patients are accurate.  An adequate system of
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internal control requires complete and accurate patient charges.  While the medical center has
implemented improvements that have reduced the time needed to submit patient billings and
have established policies and procedures to monitor the Charge Description Master (master file
of charges), billing accuracy is still a concern.

At our request, the medical center’s Coding and Revenue Enhancement Department audited 30
bills totaling $292,499.  Those audits by the Coding Department revealed inaccuracies in 29
(96.7%) 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 all bills accurately reflect
charges for services performed.

Management of the medical center should ensure the accuracy of patient billing.  Management
did not concur with the finding.  The chief executive officer stated that the overall one percent
variance was well within the medical center’s policy.  In addition, he outlined challenges and
accomplishments relating to this issue.  See management’s response at B-70.

Additional Comments:  The medical center’s policy referred to by management relates to late
charges and not error rates.  Although the net dollar errors are 1%, the gross overcharges and
undercharges were 8.3% and 9.3%, respectively.   Also, the number of patient bills containing
errors was 96.7%.

NATURAL RESOURCES, DEPARTMENT OF

Inaccurate Financial Reporting

The Department of Natural Resources did not have adequate internal control to ensure that
accurate annual financial statements were submitted to the Division of Administration, Office of
Statewide Reporting and Accounting Policy (OSRAP) for the 1999 fiscal year.  Good internal
control requires that management perform a comprehensive review of the annual financial
statements to ensure that any preparation errors are detected and corrected in a timely manner.
During a review of the annual financial statements of various offices within the department, the
following errors were noted:

1. Office of the Secretary - Payroll Clearing Account additions of $25,297,857 were
overstated by $352,865 and the ending balance of $31,534 was understated by
$352,865.

2. Office of Coastal Restoration and Management:

• The department could not provide documentation to support the Wetlands
Fund encumbrances that were disclosed in the original annual financial
statement.  The encumbrance amount of $19,551,196 that was later
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provided by management, with documentation, was understated by $5.2
million.

• The department incorrectly recorded a $7,004,472 adjustment in the
financial statements.  As a result, assets and liabilities on the Balance
Sheet and Federal Revenue on the Statement of Revenues,
Expenditures, and Changes in Fund Balances (Operating Statement)
were overstated by $7,004,472.  Furthermore, the fund balance amount
on the Balance Sheet did not agree to the Operating Statement fund
balance amount; the difference was $7,004,472.

3. Copy Center - Cash of $72,221 was understated by $27,105 and total liabilities of
$60,867 were overstated by $21,101.  These errors caused a material
misstatement of the Copy Center’s financial statements.

These errors were the result of inadequate training of staff and the lack of overall review by
upper management to ensure accurate preparation of the financial statements.  Inaccurate
financial reporting by the department could cause material misstatements in the State of
Louisiana's Comprehensive Annual Financial Report.

Management should ensure adequate training of employees who prepare the financial
statements and should implement a comprehensive review process to ensure accurate
preparation of the financial statements.  Management concurred with the finding and
recommendation and outlined a plan of corrective action (B-75).

Mineral Income Incorrectly Recorded
  in Accounting Records

For the second consecutive year, the Department of Natural Resources incorrectly recorded
mineral income (major state revenues) in the state's financial accounting system for the fiscal
year ended June 30, 1999, and the errors were not detected in a timely manner.  The errors
totaling approximately $8.2 million were as follows:

• $6.6 million that should have been recorded as major state revenue remained in
the agency’s unclassified suspense account, making it unavailable for
expenditure by the state.

• $1.6 million in statutorily dedicated funds were classified to the wrong revenue
code, making those funds available for expenditure in the wrong fund.

The department's system of internal control did not include an effective supervisory review of
individual transactions nor an overall review of the reasonableness of revenues by type as
compared to revenue collections.  Considering the department's collection of approximately
$215 million in major state revenues, the department should have an adequate system of
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internal control, including supervision and review, to ensure that errors in classifications are
detected and corrected in a timely manner.  Failure to detect errors in classifications could
cause material misstatements to the department's financial statements as well as material
misstatements to the State of Louisiana's Comprehensive Annual Financial Report.

The department should develop and implement procedures to ensure that major state revenues
are correctly recorded in the state's financial accounting system.  Management concurred with
the finding and recommendation and outlined a plan of corrective action (B-77).

PUBLIC SAFETY AND CORRECTIONS -
  CORRECTIONS SERVICES, DEPARTMENT OF

Wardens of Louisiana State Penitentiary
  and Dixon Correctional Institute
  Do Not Live on Prison Grounds

For the fourth consecutive year, the wardens of Louisiana State Penitentiary (LSP) and Dixon
Correctional Institute (DCI) did not reside at their respective institutions.  It would be prudent for
the department to employ the most effective methods relating to its housing and vehicle
expenses and the on-site management of its correctional institutions by providing housing for
the wardens of LSP and DCI at their respective institutions.

We have been informed that the current LSP warden does not reside at the institution because
the warden’s residence at Angola had been seriously damaged.  The LSP warden was
appointed to that position on March 23, 1995, and was previously employed as the warden of
DCI at Jackson, Louisiana.  However, he continues to reside in a house at DCI, approximately
34 miles one way from LSP.  As a result, the department is currently incurring additional
commuting costs for him to travel back and forth from DCI to LSP.

In addition, the current DCI warden receives a housing allowance totaling $4,810 per year, and
the department is incurring additional commuting costs because he has been displaced by the
LSP warden.  The DCI warden resides in a private home approximately seven miles from the
institution and, as a result, neither warden is on-site to address emergencies at their respective
institutions.

Corrections Services should review the housing arrangements at LSP and DCI and consider
housing the wardens at their respective institutions to provide for immediate on-site availability.
Management did not concur with the finding and recommendation (B-86).
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REVENUE, DEPARTMENT OF

Inadequate Controls Over Financial Reporting

The Department of Revenue did not have adequate internal control over the compilation of the
annual financial statements for the year ended June 30, 1999.  Revenues as reported in the
financial statements were understated $1,421,972; the notes to the financial statements had
seven errors ranging from $27,813 to $69,820,329; and the Schedule of Expenditures of
Federal Awards contained two errors, $85,283 and $36,680.  Good internal control requires
adequate supervision and review of the compilation of financial statements so that preparation
errors can be detected and corrected in a timely manner by agency employees.  The lack of
adequate supervision and review increases the risk that errors in the financial statements can
occur and not be detected in a timely manner.

The Department of Revenue should establish adequate internal control over financial reporting
to include supervision and review of the compilation process.  Management concurred in part
with the finding and stated that the employees in the Controllers Division are properly
supervised and their work is reviewed.  The material errors made in the footnotes were a result
of key employee turnover in the Controllers Division, the lack of clearly documented procedures,
and incorrect data furnished to the Controllers Division by other divisions.  Management outlined
a plan of corrective action to reduce the risk of significant errors in the future (B-87).

Information Systems Control Weaknesses

The Department of Revenue did not have adequate internal control over its computer-related
Information Systems (IS) functions, which could affect the integrity of programs, processing, and
data.  IS general controls should include controls over (1) organization and management of
electronic data processing activities, (2) application development and maintenance, (3) system
software support, (4) computer operations, (5) security administration policies and procedures,
and (6) logical security.  Good IS general controls are necessary to preserve the integrity of the
system and to provide reliance on the results produced by the system.

The Department of Revenue’s Information Systems annually process information for over $5
billion in taxes and over six million tax returns, as well as other various types of transactions.
Control deficiencies were observed that related to systems development and changes; access
to programs, systems, and data; computer operations; and segregation of duties.  These
deficiencies could affect the integrity of programs, processing, and data.  As a result, a general
risk exists that programs and data could be accessed and modified without proper authorization,
review, and approval.

Management of the Department of Revenue should establish adequate internal control for IS
general operations to preserve the integrity of computer programs, processing, and data.
Management concurred with the finding and recommendation and outlined a plan of corrective
action (B-89).
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SOUTH LOUISIANA COMMUNITY COLLEGE

Accounting Control Weaknesses

South Louisiana Community College (SLCC) did not establish adequate accounting controls or
maintain accurate and complete accounting records for the fiscal year ended June 30, 1999.
Adequate internal control requires that accurate and complete financial records be maintained
that (1) properly reflect and account for the receipt and disbursement of funds, (2) properly
manage and safeguard assets, and (3) provide for the preparation of financial statements in
accordance with generally accepted accounting principles.  The following deficiencies in internal
control and accounting records were noted:

Cash

Cash receipts were not deposited timely nor were bank reconciliations prepared timely.
Furthermore, deposit records were not properly maintained.  Untimely bank deposits and
bank reconciliations and inadequate records to support deposits increase the risk that
accounting records could contain errors that would not be detected in a timely manner
by college personnel and that cash assets could be lost or stolen.  Some of the
deficiencies noted are as follows:

1. SLCC began collecting self-generated revenues in June 1998, but did not
open a bank account and make the initial deposit of $48,891 until
September 1998.

2. SLCC did not deposit cash receipts timely after the bank account was
opened.  In a test of 11 deposits made to SLCC’s bank account, 567
(81%) of 702 receipts were not deposited timely (up to 64 business days
after the date of receipt).

3. Five of 10 bank statements were not reconciled until 32 to 117 business
days after the date of the bank statement.

4. Although SLCC’s bank account was opened in September 1998, deposit
records were not prepared until approximately March 1999, and deposit
records did not agree with receipt documentation.  For instance,
numerous receipts had dates that were after the dates of deposit.  SLCC
staff attempted to revise documentation and match receipt documents
with deposits, but those efforts failed.
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Revenues

SLCC did not have a proper segregation of duties between employees in that they both
collected and accounted for revenues.  Furthermore, a limited number of employees
should collect revenue; receipts should be provided for all collections; and all receipts
and receipt books should be accounted for and reconciled to bank deposits and
accounting records.  Failure to have proper segregation of duties and to control and
reconcile receipts with deposits increases the risk that errors and fraud will not be
detected in a timely manner.

General

1. The collection of funds was not limited to specific employees whose
duties were properly segregated so that no one employee could both
perpetrate and conceal errors or fraud during the normal course of their
duties.  Numerous employees collected revenue including all business
office employees, the executive vice president, deans, counselors, an
admissions records technician, and a typist.

2. SLCC did not maintain adequate control over receipts or receipt books.

• SLCC was not aware of how many receipt books were initially
purchased or distributed to employees for use.  After use, receipt
books were discarded.

• Not all receipts were prenumbered, and many prenumbered
receipts could not be located or traced to the deposit records.
There was evidence of duplicate receipts being issued and voided
receipts were not maintained.  Consequently, employees could
not certify that all receipts were accounted for and that all funds
had been remitted for deposit.

• Some receipts had no indication of who received the monies,
while other receipts were pre-signed.  An employee acknowledged
that she created receipts in an attempt to agree other existing
records to amounts deposited.  Some receipts that she used had
been pre-signed by another employee; one receipt was created
for a fictitious student.

Tuition and Fees

SLCC had inadequate record keeping over tuition and fee revenues.  Numerous
records, such as class rosters, student files, and receipt and deposit records,
could not be reconciled.  Consequently, management is unable to verify that
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tuition and fee revenues and receivables have been properly recorded in the
financial statements.  Some of the deficiencies noted include the following:

1. No ledgers were maintained to track student account activity;
therefore, student tuition and fee revenues and receivables could
not be readily identified.  A lack of accounts receivable records
prevents SLCC from taking sufficient and timely action to collect
student receivables and impedes the determination of refunds due
when students drop out of the college.

2. Refunds of tuition and fees were not always properly documented
or calculated.

• Before the bank account was opened and checks and
cash were still on hand, SLCC would issue refunds for
student tuition by returning a student’s original check or
money order.  This practice made it impossible to reconcile
the students’ files with receipt records.

• Management cannot certify that the correct refund
amounts were paid to students for the 1998 fall semester
because drop dates were not always documented.

• Employees were inconsistent in the methods used to
calculate refunds of tuition and fees.

3. Student files could not always be located or did not contain
required enrollment information.

Bookstore Receipts

SLCC operated a bookstore in the summer and fall semesters of fiscal year
1999.  Neither bookstore sales nor the cost of books sold could be properly
identified and reported in the financial statements because of the following lack of
documentation:

1. No inventory listing or ledger was maintained to track bookstore
purchases, sales, returns, or ending inventory.

2. Bookstore receipts were not prenumbered, and several
employees collected cash for book sales.  Consequently, manage-
ment cannot be certain that all sales were deposited and recorded
in the accounting records.
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3. Management could not provide a standard price list for books sold
nor explain how book prices were determined.

Payroll

Except for adjunct instructors, time sheets for SLCC employees were not approved
on-site by immediate supervisors; they were approved at the Board of Supervisors -
University of Louisiana System office in Baton Rouge.  The immediate supervisor should
approve time sheets to minimize the risk of processing time sheets for nonexistent or
former employees or time sheets that contain incorrect hours worked or leave taken.

Expenditures

In a test of 20 expenditures, two payments (10%) did not have adequate supporting
documentation for the expenditure, and seven payments (35%) did not have the
supporting documentation cancelled or marked “paid” to prevent duplicate payment.
Four of these items required receiving reports, but two (50%) did not have a receiving
report on file.

Management’s lack of involvement in establishing adequate policies and procedures is
evidenced by inadequate segregation of duties among employees, inadequate safeguarding of
assets, and incomplete and inaccurate financial records for every major type of transaction.
Because of these internal control weaknesses, errors or irregularities may occur and not be
detected in a timely manner and accurate financial statements cannot be prepared.

Management should establish written policies and procedures, including the proper segregation
of duties and adequate record keeping, to ensure that assets are safeguarded, and financial
reports are accurate.  Furthermore, these procedures should ensure the timely detection of
errors.  Management concurred with the finding and recommendation and outlined a plan for
corrective action (B-120).

Inadequate Financial Reporting

SLCC did not have adequate procedures for preparing the financial statements for the fiscal
year ended June 30, 1999.  As discussed below, the financial statements contained numerous
errors and omitted certain material accounts and note disclosures that are required by generally
accepted accounting principles or by the Division of Administration, Office of Statewide
Reporting and Accounting Policies.

1. Revenues and expenditures in the financial statements for Current Funds are
understated in that they do not include all activity for the fiscal year.

• Revenues include only the amount that was deposited into SLCC’s
account in the state treasury.  Revenues deposited into SLCC’s local
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bank account and not transferred to the state treasury account were
erroneously excluded.

• Expenditures include only the amounts paid from SLCC’s cash account in
the state treasury.  Expenditures paid from the local bank account are not
reflected in the financial statements.

2. Transactions have not been reported in the appropriate fund type in the financial
statements.

• Building use fees should have been recorded in Plant Funds, not in
Current Funds - Restricted.

• Bookstore sales and calculator rentals were reflected in the General Fund
instead of the Auxiliary Enterprise Funds.

3. Beginning fund balance was not recorded in the current year financial
statements.  The prior year financial statements indicated a deficit ending fund
balance of ($65,126).

4. The financial statements do not include all fund types for which there was activity
as of June 30, 1999, nor do the statements include all accounts that had
balances as of June 30, 1999.

• Accounts receivable for student tuition and fees were not reported on the
Balance Sheet.

• The Auxiliary Enterprises fund type includes a balance of $12,097 in
accounts receivable; this balance should have been reported in Cash.

• Plant Funds have no activity or balances in the operating statements or
on the Balance Sheet.  However, the Notes to the Financial Statements
disclose an ending balance of $134,829, additions of $78,947, and
deletions of $7,908.

• Accounts payable and accrued payroll were not reported on the Balance
Sheet.

5. Notes to the Financial Statements contain inaccurate information.

• A $213,500 adjustment to the budget was not included in the budgetary
comparison in the Notes to the Financial Statements.
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• The disclosure of Auxiliary Enterprise fund operations, by type of auxiliary
operation, indicates incorrectly that SLCC had an auxiliary operation for
housing instead of a bookstore.  Furthermore, the note disclosure is
incomplete.

Management did not establish policies and procedures for compiling the financial information
that must be included in the financial statements that are prepared in accordance with generally
accepted accounting principles and the instructions of the Division of Administration.
Furthermore, accounting records have not been maintained in a manner that would enable
SLCC to compile some of the necessary financial information.  The lack of adequate internal
control procedures over the preparation of the financial statements results in the risk that
material or significant errors relating to financial reporting could occur and not be detected in a
timely manner.

Management should develop and implement control procedures relating to recording and
summarizing financial information to ensure that financial statements are prepared in
accordance with generally accepted accounting principles and the instructions of the Division of
Administration.  Management concurred with the finding and recommendation and outlined a
plan for corrective action (B-121).

SOUTHERN UNIVERSITY AT NEW ORLEANS

Improper Collection of Funds and
  Unauthorized Bank Account

Southern University at New Orleans (SUNO) did not have adequate internal controls over the
collection, deposit, and disbursement of funds for a Celebrity Golf Tournament for the benefit of
SUNO scholarships and did not comply with the Southern University System’s policies and
procedures.  Southern University System’s Administrative and Fiscal Policies and Procedures
Memorandum No. 32 (Collection of Cash and Fees, Cashiers, and Off Campus Bank Accounts)
and good internal controls require segregation of duties for the authorization and approval of
transactions and specific record keeping and accountability of assets.

Adequate internal controls were not in place to ensure that all funds received and disbursed
were related to the activities of the golf tournament and that all funds collected were deposited
into a university bank account.  The funds were collected by the chancellor of SUNO and a
Southern University - Baton Rouge Campus employee and were deposited into an unauthorized
bank account.  The Baton Rouge Campus employee acted as coordinator for the golf
tournament and was the only authorized signer on the account, which was opened with the
knowledge and approval of the SUNO chancellor.  These two employees circumvented the
internal controls of the Southern University System.  In examining the receipts and
disbursements related to the golf tournament, the following deficiencies were noted:
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1. Certain expenditures were not supported by documentation as legitimate
expenditures for the golf tournament.  Of $29,722 deposited and subsequently
disbursed from the special bank account, only $5,503 was properly supported by
invoices and other documentation.  Unexpended funds of $10,245 were returned
to the university, and the remaining $13,974 was not accounted for and was not
supported by proper documentation.

2. Adequate records and segregation of duties were not maintained to ensure that
there was proper accounting for all funds received, so we could not determine
that all funds received were deposited.

3. Checks were deposited to the special bank account that were not intended for
nor related to the golf tournament.  A refund check made payable to Southern
University for $3,995 from National Spirit Group, Ltd., was deposited into the
SUNO Celebrity Golf Classic Account.  The Athletic Foundation paid $3,995 for
cheerleader uniforms, and the university also paid $3,995 for these same
uniforms, resulting in a duplicate payment.  The refund check from the National
Spirit Group, Ltd., should have been deposited into the university account.  A
copy of the cancelled check provided by the vendor appears to have been
endorsed by the SUNO chancellor.  The chancellor stated that he was not aware
of the transaction, and the signature on the back of the check was not his.  After
an investigation by the Southern University System internal auditor, the $3,995
was returned to the university by the golf tournament coordinator.  In addition, a
check for $227, which was apparently a refund of cheerleaders expenditures,
and a check for $2,000, which was an unrestricted contribution from a private
company to SUNO, were deposited into the Celebrity Golf Classic Account at the
direction of the SUNO chancellor.  These amounts should also have been
deposited into the university’s bank account.

4. Two checks, totaling $6,000, were disbursed from unrelated accounts of
Southern University - New Orleans and were deposited into the SUNO Celebrity
Golf Classic Account.  A $3,000 check dated May 12, 1998, from the SUNO 5K
Walk/Run Threshold 2000 Account was deposited into the SUNO Celebrity Golf
Classic Account as seed money for the golf tournament.  The Walk/Run account
was established to account for funds raised for scholarships.  A $3,000 check
dated May 7, 1998, from the Dr. Gerald Peoples, Chancellor - Contributions
Account (established to account for funds that the chancellor deems can be
spent at his discretion) was also deposited into the SUNO Celebrity Golf Classic
Account as seed money for the golf tournament.  The $6,000 has been returned
to the university and deposited into the chancellor’s account, although $3,000
was paid from the SUNO 5K Walk/Run Threshold 2000 Account.

Failure to adhere to internal controls established by the university resulted in a lack of
accountability and an increased risk of misappropriation of funds.
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SUNO should consult with its legal counsel regarding the appropriate actions to take in
obtaining a proper accounting for and the recovery of funds associated with the golf tournament.
The university should ensure that its employees comply with the Southern System’s
Administrative and Fiscal Policies and Procedures and should ensure that internal controls are
in place to safeguard assets.  Management of the Southern University System concurred with
the finding and recommendation and outlined corrective action taken (B-132).

Lack of Controls Over Student Center Cash Receipts

SUNO has not maintained adequate internal controls over collecting and depositing cash
receipts at the Student Center.  Good internal controls and business practices require that the
university monitor the operations of the Student Center to ensure that amounts due the
university are computed accurately, received promptly, and recorded and deposited on a timely
basis.

The Student Center has video game machines, billiard tables, and a bowling alley.  A vendor
who services the video game machines on a weekly basis empties the machines and leaves
50% of the cash collections with the Student Center director as the university’s commission.
Fees charged for bowling or for playing billiards are collected from the students by a Student
Center attendant.  Records obtained from the video game vendor reflect that a total of $8,552
was remitted to the Student Center director during fiscal year ended June 30, 1999; however,
university records show that only $1,457 was deposited.  This indicates that a shortage of at
least $7,095 exists for video game receipts.  As of June 30, 1999, only $4,257 (including $1,457
for video game machines) has been deposited for all activities in the Student Center compared
to $14,921 for the year ended June 30, 1998.  This may indicate that further shortages exist for
bowling and billiard table collections.  On June 24, 1999, the Student Center director reported to
university police that all of the Student Center cash receipt records were stolen from his office.

Controls over Student Center collections are inadequate in that the video game vendor is
remitting university commissions in the form of cash payments at the point of collection, and
there is no review by the Comptroller’s Office of the amounts deposited versus the amounts
collected for all activities at the Student Center.  This increases the risk that errors and fraud
could occur and not be detected in a timely manner.

SUNO should require vendors to remit commissions by check directly to the Comptroller’s
Office. The university should also establish adequate monitoring procedures to ensure that
amounts collected by the Student Center are deposited promptly and are recorded accurately in
the accounting records.  Management of the university concurred with the finding and
recommendation and outlined a plan of corrective action (B-133).
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DEPARTMENT OF STATE

Inadequate Controls Over Property
  Resulting in a Theft

The Department of State failed to maintain adequate internal control over property (documents,
artifacts, movable property, and supplies) stored by the archives department.  Good internal
controls require that adequate procedures be in place to ensure that the acquisition and
disposition of property is accurately reflected in department records, and property is properly
protected and safeguarded against loss and that any thefts and/or fraud are detected in a timely
manner.  An audit of property stored in the archives department disclosed the following:

1. A database of items has been established for the items maintained by the
archives department.  However, periodic inventories are not conducted to ensure
that the database is current and any discrepancies are explained.

2. Areas of the second and third floors of the archives building are used by the
archives department for storage.  The storage area on the second floor is a
locked, but unattended, area.  Keys to this area have been provided to 15
employees (9 in Archives, 3 in Building Operations, 1 in Executive, 1 in Human
Resources, and 1 at the Old State Capitol).  These keys can be duplicated.  The
third floor is an unlocked and unattended area, which is accessible by anyone
using either the public or freight elevator.

3. Within the storage areas on both floors, there is a vault and a vault within a vault.
On the second floor, these vaults store the most valuable items of the archive
collection.  The combination to the vaults has been provided to five employees
(two in Archives and three in Building Operations).  However, when individuals
are allowed access in the vault by one of these employees, their actions are
generally not monitored.

4. Removal of items from the storage areas is generally under the honor system.  A
log book is maintained only in the second floor storage area.  The log book
records the individual removing the item, the removal date and time, the
description of the item being removed, the reason for removal, and the location of
the item before removal.  The log book also records the return date of the item
and the initials of the individual returning the item.  The log book is infrequently
reviewed by archive department staff to determine whether the item has been
returned.

Because controls were inadequate, the Department of State had a theft by an employee from
both the general storage area and the vaults.  The employee admitted to taking computer
equipment with a value of $5,257, a semi-automatic pistol with a value of $1,500, a foot officer's
sword with a value of $5,000, and two flintlock rifles with a value of $4,450, as well as several
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valuable documents.  The Department of State cannot verify that these were all the items that
were taken.  In addition, the extent of the theft was not realized until an investigation was
conducted by the State Police following the report of theft of one of the computers.  After
investigation by the State Police, the department was able to recover the computer equipment,
sword, and documents but not the other property.  In addition, the Department of State failed to
disclose this theft to the Office of the Legislative Auditor in the Annual Financial and Compliance
Representation Letter.

Failure to maintain adequate internal control over property increases the risk that a future theft
of property could occur and remain undetected.

The Department of State should develop and implement adequate procedures to ensure that
the acquisition and disposition of property is accurately reflected in department records, that
property is properly protected and safeguarded against loss, and that any thefts and/or fraud are
detected in a timely manner.  In addition, any incidents involving theft and/or fraud should be
reported to the Office of Legislative Auditor and should be disclosed in the Financial and
Compliance Representation Letter.  Management partially concurred with the finding and
described corrective action taken (B-143).

STATE EMPLOYEES GROUP BENEFITS PROGRAM

Inadequate Information Systems Controls

For the second consecutive year, the State Employees Group Benefits Program (SEGBP) did
not have adequate internal control over its information systems (IS) that annually process
approximately $260 million of claims expenditures, as well as various other transactions.  Good
controls are necessary to preserve the integrity and security of the systems and to provide
reliance on the results produced by the systems.

During our review of IS functions, the following deficiencies in internal control were noted:

• SEGBP does not have adequate backup and disaster recovery procedures for its
claims imaging system.  Adequate internal control requires that SEGBP
implement backup and disaster recovery procedures to ensure that claims will be
paid within thirty days as required by R.S. 22:657. The system relies on obsolete
hardware and equipment is not available to perform a backup in case of system
failure.  In addition, the vendor no longer provides support for the system. The
lack of adequate backup and disaster recovery procedures increases the risk that
images will be lost and that claims will not be paid within the time limit prescribed
by R.S. 22:657.
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• SEGBP does not have adequate security procedures to ensure that employees
do not have access to data greater than their business need as follows:

1. Employees in the Administrative, Executive, Fiscal, Customer Service,
and Legal divisions had access to enter, adjudicate, void, and adjust
claims in the claims processing system.

2. SEGBP does not have written procedures that require security
administrators to regularly review user access in the Advantage Financial
System (AFS) and in the Automated Governmental Purchasing System
(AGPS).

3. The chief operating officer, an employee outside of the IS division, has
unrestricted access to the computer room.  Computer operations
personnel are the only employees who would normally need access to
the computer room, the master console, and other sensitive equipment
located in the computer room.

Adequate internal control requires written procedures, standardized access
profiles and independent review of user access to ensure that employees are
permitted access only to data files and functions necessary to perform their
duties. Also, adequate internal control requires that physical access to the
computer room and sensitive areas of the computer center be restricted and
monitored for the limited time period when access is granted.  The lack of
adequate security procedures could result in unauthorized use and improper
payments.

• SEGBP does not have an IS auditor.  Adequate internal control requires that an
IS division the size and complexity of SEGBP obtain periodic reviews of its
general and application controls by an IS auditor. Although an IS auditor was
employed for five months of the 1999 fiscal year, he did not issue any audit
reports.  The position had been vacant for three months by the end of the fiscal
year. The absence of an IS auditor means that no one independent of the IS
division is assessing the adequacy of IS controls.

SEGBP does not have adequate transaction input procedures to ensure that
claims and eligibility data are entered accurately.  Adequate internal control
requires the use of batch totals and validation reports to verify data entry and
changes made to master files.  Failure to verify the completeness and accuracy
of data input increases the risk of undetected errors or fraud.
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SEGBP should establish adequate procedures and controls over its information systems to
ensure the integrity of programs, processing, and data.  Management concurred or concurred in
part with the findings and recommendations, except for number 3 under the second bullet.  For
item 3, management did not concur and stated that restricting access to the computer center
would prevent the Chief Operating Officer from properly monitoring SEGBP’s activities and
facilities.  Management described corrective action taken (B-147).

Additional Comments:  Monitoring computer operations and activities is normally the
responsibility of the head of the IS division, the chief information officer.  Access to the computer
center should be restricted to computer operations personnel and granted to others on a
business-need only basis.
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STATE OF LOUISIANA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Federal Award Findings and Questioned Costs
For the Year Ended June 30, 1999

FINDINGS COVERING MORE THAN ONE FEDERAL AGENCY

EDUCATION, DEPARTMENT OF

F-99-CC-EDUC-1 - Advance Payments to Fiscal Agents
Questioned Costs

10.560 - State Administrative Expenses for Child Nutrition $19,450
84.010 - Title I Grants to Local Educational Agencies 48,000
84.186 - Safe and Drug-Free Schools and Communities -

State Grants 50,000
84.298 - Innovative Education Program Strategies 16,000
Special Education Cluster:
  84.027 - Special Education - Grants to States     38,500

$171,950

An audit of records and contracts disclosed that $573,700 was paid in advance to fiscal agents
before agreed-upon services were performed.  The Louisiana Constitution of 1974, Article VII,
Section 14(A) states, in part, that the funds, credit, property, or things of value of the state or
any political subdivision shall not be loaned, pledged, or donated to or for any person,
association, or corporation, public or private.  In addition, federal regulations require that federal
funds be expended in accordance with state laws, as well as federal regulations.  The state
Department of Education (SDE) has eight regional offices located at school boards or public
universities throughout the state that provide services to the surrounding school districts.  The
SDE has fiscal agent contracts with these school boards and universities to finance the housing
and operations of its regional offices.  The terms of these contracts provide for certain payment
amounts at certain times.  During the fiscal year, contract payments to fiscal agents totaling
$573,700 were made in advance, pursuant to these terms, before services were rendered.  As a
result, the SDE loaned funds to the fiscal agent school boards and universities, which is a
violation of the Louisiana Constitution.   The funding source for the $573,700 of contract
payments includes state and federal program funds as follows:
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State General Fund $401,750
State Administrative Expense for 
  Child Nutrition (CFDA 10.560) 19,450
Title I Grants to Local Educational
  Agencies (CFDA 84.010) 48,000
Special Education - Grants to States
  (CFDA 84.027) 38,500
Safe and Drug-Free Schools
  (CFDA 84.186) 50,000
Innovative Education Program Strategies
  (CFDA 84.298) 16,000

          Total $573,700

Management did not develop the necessary controls or training for its employees to ensure
compliance with federal and state laws.  As a result, $171,950 of federal funds are questioned
costs.  State law related to advances was also violated.

Management should implement the necessary controls and train its employees to ensure that
expenditures and contracts comply with federal and state laws.  In addition, the SDE should
consult with the U.S. Department of Education regarding the resolution of the questioned costs.
Management partially concurred with the finding.  Management expressed that the funds were
either spent on allowable costs or returned to the SDE and, thus, should not be questioned
costs.  See management’s response at B-12.

F-99-CC-EDUC-2 - Inadequate Subrecipient Monitoring
Questioned Costs

10.558 - Child and Adult Care Food Program $0
84.002 - Adult Education - State Grant Program
84.010 - Title 1 Grants to Local Educational Agencies
84.011 - Migrant Education - Basic State Grant Program
84.013 - Title 1 Program for Neglected and
                   Delinquent Children
84.048 - Vocational Education - Basic Grants to States
84.162 - Immigrant Education
84.181 - Special Education - Grants for Infants and
                   Families with Disabilities
84.186 - Safe and Drug-Free Schools and Communities -
                   State Grants
84.196 - Education for Homeless Children and Youth
84.213 - Even Start - State Educational Agencies
84.216 - Capital Expenses
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84.243 - Tech-Prep Education
84.276 - Goals 2000 - State and Local Education Systemic
                   Improvement Grants
84.281 - Eisenhower Professional Development State Grants
84.298 - Innovative Education Program Strategies
84.318 - Technology Literacy Challenge Fund Grants
Child Nutrition Cluster:
  10.553 - School Breakfast Program
  10.555 - National School Lunch Program
  10.559 - Summer Food Service Program for Children
JTPA Cluster:
  17.250 - Job Training Partnership Act
Special Education Cluster:
  84.027 - Special Education - Grants to States
  84.173 - Special Education - Preschool Grants
Child Care Cluster:
  93.575 - Child Care and Development Block Grant

The SDE did not have an adequate monitoring system to ensure that subrecipients receiving
federal funds complied with applicable federal regulations and departmental policy.  The Office
of Management and Budget Circular A-133 requires that the SDE, as a pass-through entity,
(1) identify federal awards made by informing each subrecipient of the CFDA title and number,
award name and number, award year, and the name of the federal agency; (2) advise
subrecipients of the requirements imposed on them by federal laws, regulations, and the
provisions of contracts or grant agreements as well as any supplemental requirements imposed
by the SDE; (3) require each subrecipient to permit the SDE and auditors to have access to the
records and financial statements as necessary; and (4) ensure that subrecipients expending
$300,000 or more in federal awards during the subrecipient’s fiscal year receive a single audit or
a program specific audit for that year.  Furthermore, the superintendent has not designated any
other person to sign subgrants and contracts on behalf of the department, except him.  In prior
fiscal year 1998, 41 federal programs administered by the SDE passed through approximately
$517.7 million of federal funds to over 600 subrecipients.  The auditor selected a fiscal year
1999 application and agreement for the 24 largest programs that passed through funds during
fiscal year 1998 and the following deficiencies were noted:

• Nineteen (79%) did not include the correct CFDA program title.

• Seven (29%) did not include the correct CFDA number.

• Three (13%) did not inform the subrecipient of the applicable program rules and
regulations.
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• Twenty-four (100%) did not inform the subrecipient that federal law requires that
they have a single audit or a program specific audit if the expenditure level of
$300,000 or more in federal awards is incurred during the fiscal year.

• Twenty-four (100%) did not ask the subrecipient for the prior year expenditures of
federal funds from all sources to determine the necessity of a single audit or
program specific audit.

• A member of SDE middle management signed six (25%) of the subgrants, which
is not SDE policy.  The superintendent has not delegated this authority.

• Fifteen (62%) did not include a right to audit clause.

Management has not implemented the necessary controls and adequately trained its employees
as to the regulations applicable to federal programs.  As a result, the risk increases that
subrecipients will incur unallowable program costs that may not be detected in a timely manner
and subjects the department to noncompliance with federal regulations and departmental policy.

Management should implement the necessary controls and adequately train its employees as to
the applicable federal regulations and policies for funds passed through to subrecipients.
Management partially concurred with the finding and described corrective action taken (B-26).

EXECUTIVE, DEPARTMENT OF

F-99-CC-EXEC-1 - Inconsistent Billing of
                                    Insurance Premiums

Questioned Costs
10.500 - Cooperative Extension Service Cannot Determine
10.557 - Special Supplemental Nutrition Program

     for Women, Infants, and Children
10.558 - Child and Adult Care Food Program
17.225 - Unemployment Insurance
20.205 - Highway Planning and Construction
39.003 - Donation of Federal Surplus Personal Property
83.544 - Public Assistance Grants
84.010 - Title 1 Grants to Local Educational Agencies
84.048 - Vocational Education - Basic Grants to States
84.126 - Rehabilitation Services - Vocational Rehabilitation

     Grants to States
84.186 - Safe and Drug-Free Schools and Communities -

     State Grants
93.558 - Temporary Assistance for Needy Families
93.563 - Child Support Enforcement
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93.568 - Low-Income Home Energy Assistance
93.569 - Community Services Block Grant
93.658 - Foster Care - Title IV-E
93.667 - Social Services Block Grant
93.959 - Block Grants for Prevention and Treatment

       of Substance Abuse
Food Stamp Cluster:
  10.551 - Food Stamps
  10.561 - State Administrative Matching Grants

        for Food Stamp Program
Employment Services Cluster:
  17.207 - Employment Service
  17.801 - Disabled Veterans’ Outreach Program
  17.804 - Local Veterans’ Employment Representative Program
JTPA Cluster:
  17.246 - Employment and Training Assistance -

         Dislocated Workers
  17.250 - Job Training Partnership Act
Student Financial Assistance Cluster:
  84.007 - Federal Supplemental Educational

         Opportunity Grants
  84.032 - Federal Family Education Loans
  84.033 - Federal Work-Study Program
  84.038 - Federal Perkins Loan Program -

         Federal Capital Contributions
  84.063 - Federal Pell Grant Program
  84.268 - Federal Direct Loan
  93.342 - Health Professions Student Loans, Including

         Primary Care Loans/Loans for Disadvantaged Students
  93.364 - Nursing Student Loans
  93.820 - Scholarships for Students of Exceptional Financial Need
  93.925 - Scholarships for Health Professions Students from

         Disadvantaged Backgrounds
Special Education Cluster:
  84.027 - Special Education - Grants to States
  84.173 - Special Education - Preschool Grants
TRIO Cluster:
  84.042 - TRIO - Student Support Services
  84.044 - TRIO - Talent Search
  84.047 - TRIO - Upward Bound
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Child Care Cluster:
  93.575 - Child Care and Development Block Grant
  93.596 - Child Care Mandatory and Matching Funds of the

         Child Care and Development Fund
Medicaid Cluster:
  93.775 - State Medicaid Fraud Control Units
  93.777 - State Survey and Certification of Health Care

         Providers and Suppliers
  93.778 - Medical Assistance Program
Research and Development Cluster:
   Various Programs

For the second consecutive audit period, the Office of Risk Management (ORM), under the
direction of the Office of Planning and Budget (OPB), billed state agencies for the cost of
insurance in a manner that may cause federal programs to bear an inequitable share of the
cost.  Office of Management and Budget (OMB) Circular A-87 mandates cost principles
designed to ensure that federal awards bear only their fair share of costs.  Included in this
circular are regulations governing the preparation and application of cost allocation plans used
to distribute the cost of certain central state governmental services among the various federal
programs.   OMB Circular A-87, Attachment A, Section C (1) lists several criteria that a cost
must meet to be allowable for federal reimbursement.  Included in these criteria are
requirements that the cost be consistent with policies, regulations, and procedures that apply
uniformly to both federal awards and other activities of the governmental unit and that costs
must be accorded consistent treatment.

Annually, ORM bills each state agency for various types of insurance.  To calculate the amount
of premium necessary for each class of insurance, ORM considers exposure (the magnitude of
potential losses) and experience (past losses).  However, because of budget constraints, OPB
did not include the full amount of calculated premiums in the state's budget.  In addition, rather
than implementing an across-the-board reduction, OPB designated the specific amount of
premium that each agency was to be charged.  For example, ORM calculated that the
Department of Health and Hospitals should pay 8.3% of the state's total projected insurance
cost.  However, after adjustments by OPB, this department's share increased to 12.7%.
Conversely, ORM calculated that the Department of Corrections should pay 6.7% of the state's
total projected insurance costs.  However, OPB reduced the Department of Corrections’
premium to zero.  The Department of Health and Hospitals has significant federal funding
sources while the Department of Corrections does not.

As a result of the state's inconsistent reductions in billings, state agencies receiving federal
funding through interagency transfers or directly may have been billed at a higher rate than
agencies without available federal funding.  The state has contracted for outside assistance in
calculating the amount of any overcharges to federal programs for fiscal years 1997 through
1999.  Because this project is incomplete, an estimate of questioned costs is currently
unavailable.
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The state should continue the process of determining which federal programs, if any, have been
charged an inequitable amount of insurance cost and the amount of those overcharges.  Any
identified overcharges should be reimbursed to the federal government.  In the future, if
insurance premium reductions should be necessary, the state should use a method that will
ensure that federal programs bear an equitable share of the costs.  Management concurred with
the finding and described corrective action taken (B-155).

HEALTH AND HOSPITALS, DEPARTMENT OF

F-99-CC-DHH-1 - Audits of Federal Subrecipients and State
Contractors Not Obtained and Findings
Not Resolved Timely

Questioned Costs
10.557 - Special Supplemental Nutrition Program for

     Women, Infants, and Children  $912,228
93.196 - Cooperative Agreements for Drug Abuse

     Treatment Improvement Projects in Target Cities    231,402
93.268 - Immunization Grants      79,133
93.630 - Developmental Disabilities Basic Support and

     Advocacy Grants      65,019
93.917 - HIV Care Formula Grants    360,936
93.940 - HIV Prevention Activities - Health Department Based 1,278,579
93.958 - Block Grants for Community Mental Health Services    168,188
93.959 - Block Grants for Prevention and Treatment of

     Substance Abuse 1,292,404
93.994 - Maternal and Child Health Services Block

Grant to the States    213,354

          $4,601,243

For the fourth consecutive year, the Department of Health and Hospitals (DHH) failed to adhere
to federal requirements and departmental policies that require audits of subrecipients and social
services contractors.  OMB Circular A-133 requires that the pass-through entity ensure that
subrecipients expending $300,000 or more in federal awards have met the audit requirements
of the circular and the pass-through entity must evaluate audit findings and determine that an
acceptable corrective action plan has been prepared and implemented.  In addition,
departmental policy requires that (1) all subrecipients who receive between $25,000 and
$300,000, and (2) all state/local governments and corporations (profit/non-profit) other than
subrecipients that have a social services contract with DHH and receive $100,000 or more in
funds from one or more state contracts must have a financial and compliance audit performed in
accordance with Government Auditing Standards.
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During the fiscal year ended June 30, 1996, the department developed a comprehensive
monitoring system to track contracts that require audits and to monitor the receipt of audit
reports and the resolution of any findings.  In addition, DHH policy numbers 3175-95 and 3105-
96 were issued defining responsibility in the department for audit report monitoring and defining
federal and departmental audit requirements.  A review of the monitoring system disclosed that
the department had not obtained audit reports for all of its subrecipients and contractors.  The
table below shows information for those subrecipients and contractors whose audit reports have
not been received.

1995 1996 1997 1998

Total contracts 251 153 180 162

Number of subrecipients and
  contractors without audit reports 18 6 9 21
 
Total payments to subrecipients
  and contractors without audit reports $2,057,134 $601,136 $1,058,253 $2,499,226

Number of subrecipients and contractors
  without audit reports that have a
  FYE June 30, 1999, contract 8 3 7 20

FYE JUNE 30,

The monitoring system also disclosed that the department had not resolved all the audit findings
contained in the audit reports that the department had received.  The following table shows
information for those subrecipients and contractors with unresolved audit findings.

1995 1996 1997 1998

Total audit reports received 233 147 171 141

Number of subrecipients and
  contractors with unresolved 
  audit findings 11 6 10 6
 
Total payments to subrecipients
  and contractors with unresolved
  audit findings $845,250 $658,749 $1,932,385 $521,399

Number of subrecipients and 
  contractors with unresolved 
  audit findings that have a
  FYE June 30, 1999, contract 7 6 9 6

FYE JUNE 30,
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Employees are not following the established procedures for reporting audit information to the
contracts management section, for ensuring that required audits are performed, and for
ensuring that all findings are reviewed for subsequent resolution in a timely manner.  Failure to
ensure that federal subrecipients or state contractors receive the required audits and failure to
promptly follow up on the report findings increases the risk that federal and/or state funds will
not be expended in accordance with applicable laws and regulations.  Also, a letter dated
July 20, 1999, from the U.S. Department of Health and Human Services stated, “Any costs
incurred by a subrecipient that has not been appropriately monitored by the prime recipient may
be treated as unallowable costs.”  Accordingly, questioned costs for the subrecipients noted
above are $4,601,243.

DHH should ensure that employees follow departmental policies regarding audit requirements
so that federal subrecipients and social services contractors are audited as required by
applicable laws and regulations and so that all findings are reviewed for subsequent resolution
in a timely manner.  Management concurred with the finding and recommendation and outlined
a plan of corrective action (B-37).

LABOR, DEPARTMENT OF

F-99-CC-LABR-1 - Improper Charging of Payroll Expenditures
to Federal Programs

Questioned Costs
17.225 - Unemployment Insurance $218,433
17.253 - Welfare-to-Work Grants to States and Localities     53,482
93.569 - Community Services Block Grant     66,323
Food Stamp Cluster:
  10.561 - State Administrative Matching Grants
                    for Food Stamp Program   33,136
Employment Services Cluster:
  17.207 - Employment Service   96,728
JTPA Cluster:
  17.246 - Employment and Training Assistance -

Dislocated Workers
  17.250 - Job Training Partnership Act   237,532

$705,634

For the second consecutive year, tests of administrative expenditures disclosed that direct
personnel charges were not based on the actual time worked or on an approved cost allocation
plan or rate for administering the following six major federal programs and one nonmajor
program.
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• Community Services Block Grant (CSBG) (CFDA 93.569)

• State Administrative Matching Grants for Food Stamp Program (LaJET) (CFDA
10.561)

• Job Training Partnership Act (JTPA Title II) (CFDA 17.250)

• Employment and Training Assistance - Dislocated Workers (Title III) (CFDA
17.246)

• Welfare-to-Work Grants to States and Localities (CFDA 17.253)

• Unemployment Insurance (UI) (CFDA 17.225)

• Employment Services (ES) (CFDA 17.207)

OMB Circular A-87 states that personal services for employees working on multiple activities be
supported by time and attendance records based on actual time activity.  In addition, according
to OMB Circular A-133, the general criteria affecting allowability of costs under federal awards
includes costs being reasonable and necessary for the performance and administration of
federal programs.

Based on audit tests, expenditures of $725,004 were not properly charged to the actual
programs affected and these amounts are questioned costs as follows:

• For one attorney in the Legal Division, the salary and related benefits of $58,108
were distributed equally to CSBG, JTPA, and the Office of Labor without regard
to how the actual time was spent on each program.

• Although five Equal Opportunity and Compliance (EOC) Division employees
performed work for other programs, salaries and related benefits were each
charged at 100% as follows: $46,954 to CSBG, $47,235 to JTPA, $48,328 to UI,
and $96,728 (two employees) to ES, respectively.

• For nine personnel in various sections (Fiscal Section, Audit & Security, Office
Services, JTPA/ES Administration, and the Duplicating Center), salaries and
related benefits totaling $170,105 were charged directly to the UI program for
services performed that affected other federal programs.

• For five Fiscal Division employees, salaries and related benefits totaling $33,136
were charged to the LaJET program.  That amount was overcharged in relation
to the services performed for the program.
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• For four Fiscal Division personnel, who performed the accounting and financial
reporting functions primarily for JTPA Titles II and III, salaries and related
benefits totaling $179,879 were charged without regard to how the actual time
was spent to JTPA Title II, Title III, and Welfare-to-Work programs.

• For one JTPA fiscal monitor, salary and related benefits totaling $44,531 were
charged to the program; however, no evidence existed that any JTPA monitoring
function was performed.

The current method of charging salaries to programs was established several years ago.
Because actual time spent on these programs by employees is not documented, the CSBG,
LaJET, JTPA, Title III, Welfare-to-Work, UI, and ES programs are not being charged for the
actual personnel expenditures incurred by these programs.

The Department of Labor should make direct personnel charges to the CSBG, LaJET, JTPA,
Title III, Welfare-to-Work, UI, and ES programs that reflect actual time/cost spent on these
programs or should base those charges on an approved cost allocation plan or rate.
Management concurred with the finding and recommendation (B-42).

F-99-CC-LABR-2 - Inadequate Internal Control
                                    Over Disbursements

Questioned Costs
17.002 - Labor Force Statistics $0
17.005 - Compensation and Working Conditions Data
17.203 - Labor Certification for Alien Workers
17.225 - Unemployment Insurance
17.245 - Trade Adjustment Assistance - Workers
17.253 - Welfare-to-Work Grants to States and Localities
17.504 - Consultation Agreements
17.E-9454621 - State Occupational Information Coordinating Council
93.569 - Community Services Block Grant
93.571 - Community Services Block Grant Discretionary Awards -

Community Food and Nutrition
Employment Services Cluster:
  17.207 - Employment Service
  17.801 - Disabled Veterans’ Outreach Program
  17.804 - Local Veterans’ Employment Representative Program
JTPA Cluster:
  17.246 - Employment and Training Assistance -
                    Dislocated Workers
  17.250 - Job Training Partnership Act
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The Department of Labor did not have adequate internal control for the Office of Workforce
Development’s disbursements cycle.  Good internal control over disbursements requires that
procedures are established and followed to ensure disbursements have original, complete, and
accurate documentation; that funding is available; and that transactions are approved,
processed, and reported in an accurate, consistent, and timely manner.   The following
conditions were noted for the $18.8 million of disbursements tested:

• Disbursements totaling $13.7 million did not have evidence that documentation
was reviewed by the Fiscal Division for completeness and accuracy before
and/or after the disbursement transactions were processed.

• Invoices totaling $4,080,307 were not canceled or marked as “Paid” to prevent
duplicate payment.

• Liabilities totaling $2,156,996 were incurred and paid without review and
approval by one or more of the following:  the budget officer, the undersecretary,
and/or the purchasing agent. Of this amount, $2,054,096 was not reviewed and
approved by the budget officer for available funding.

• Disbursements totaling $1,917,630 were improperly coded/classified in the
accounting system.  Louisiana Revised Statute (R.S.) 39:78(B) provides that
there are to be appropriate program structures so that the financial information is
reflective of the program operations as specified in the appropriation acts.

• Disbursements totaling $1,591,014 were authorized by incorrect cost center
managers and another $208,551 had no authorization for payment.  For
example, cost center managers of other projects/programs such as Information
Services and Job Training Partnership Act approved invoices charged to the
Unemployment Insurance program.

• Invoices totaling $834,902 were paid an average of 4½ months after the invoice
date.  R.S. 39:1695 requires invoices to be paid within 90 days.

• Invoices totaling $812,930 did not have evidence of pre-auditing for clerical
accuracy.

• Payments totaling $675,315 were either paid from copies of invoices or had no
invoice on file.

• Payments totaling $379,855 had errors and omissions.  For example, the
required approval from the state purchasing agency or state contractual review
was missing; the amount paid did not agree to the invoice amount and/or
exceeded the approved purchase order amount; payments for maintenance were
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made on surplused equipment; payment was made without evidence that the
goods/services were received; and cancelled checks were not available.

These conditions exist because management did not place sufficient emphasis on monitoring
internal control over the disbursement cycle.  Failure to develop, follow, and enforce policies
and procedures results in the risk of noncompliance with agency and state regulations and laws
and increases the risk of errors and fraud.

The Department of Labor, Office of Workforce Development, should establish and follow internal
control procedures to ensure disbursements are properly budgeted, approved, and supported
by appropriate documentation and reported in a consistent and timely manner.  Management
partially concurred with the finding and recommendation and outlined a plan of corrective action
(B-50).

SOCIAL SERVICES, DEPARTMENT OF

F-99-CC-DSS-1 - Inadequate Monitoring of Federal
                                 Subrecipients and State Contractors

Questioned Costs
14.231 - Emergency Shelter Grants Program $103,451
84.187 - Supported Employment Services for Individuals

With Severe Disabilities 574,670
93.558 - Temporary Assistance for Needy Families 1,032,480
93.568 - Low Income Home Energy Assistance 128,261
Child Care Cluster:
  93.596 - Child Care Mandatory and Matching Funds of the

Child Care and Development Fund   1,231,363

$3,070,225

For the sixth consecutive year, the Department of Social Services (DSS) does not have an
adequate monitoring system to ensure that federal subrecipients and social services contractors
are audited in accordance with federal and departmental regulations.  Furthermore, the
department does not have an adequate monitoring system to ensure that subrecipients
receiving federal funds comply with applicable federal regulations.  OMB Circular A-133 requires
the department to ensure that each subrecipient expending federal pass-through funds totaling
$300,000 or more has an annual audit.  OMB Circular A-133 also indicates that a pass-through
entity is responsible for notifying each subrecipient of federal award information and applicable
compliance requirements, monitoring each subrecipient’s activities to provide reasonable
assurance that the subrecipient administers federal awards in compliance with federal
requirements, and ensuring that the subrecipient takes prompt corrective action on any audit
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findings.  Departmental policy, established in accordance with Louisiana Administrative Code
34:V:134, requires state contractors that receive $100,000 or more in state funds to have a
financial and compliance audit performed in accordance with Government Auditing Standards.

A review of the department’s monitoring function disclosed the following:

1. The department does not have reliable procedures in place to ensure the proper
identification of subrecipients.

• Eleven of 46 contracts (24%) examined were identified as federal
subrecipients by the department even though the contracts were 100%
state-funded.

• The department failed to make a determination and enter into its tracking
system two contracts totaling $4,538,341.

• The department was unable to properly prepare the “Schedule of Non-
State Subrecipients of Major Federal Programs” for its annual fiscal report
as required by the Division of Administration, Office of Statewide
Reporting and Accounting Policy.

2. Fourteen of 29 subrecipients (48%) examined were not adequately monitored by
the department.

• The department did not perform monitoring procedures for 11 of the
subrecipients.

• The department did not receive an audit report for three of the
subrecipients and was unable to locate one audit report that was
recorded as received.

• The department failed to monitor findings in the Single Audit Report for
the State of Louisiana for three subrecipients.

• The department failed to timely inform 11 subrecipients of the
department’s decision on the monitoring and/or audit findings and did not
ensure timely corrective measures were taken by the subrecipient.

3. Four of 20 subrecipients (20%) examined were not properly notified of the federal
award information.

4. The department often does not contact contractors with multi-year contracts until
the end of the contract to determine whether an audit is required in accordance
with federal or departmental regulations.
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Failure to ensure that federal subrecipients and state contractors receive audits and/or are
monitored in accordance with state and federal regulations increases the risk that contractors
will not expend federal financial assistance and/or state funds in accordance with applicable
laws and regulations.  A letter dated July 20, 1999, from the U.S. Department of Health and
Human Services states, “Any costs incurred by a subrecipient that has not been appropriately
monitored by the prime recipient may be treated as unallowable costs.”  Accordingly, questioned
costs for the federal subrecipients noted above are $3,070,225.

DSS should ensure that federal subrecipients and state contractors are properly identified and
are audited and monitored as required by federal and departmental laws and regulations.  Three
offices of DSS responded to the finding.  The Office of Management and Finance (OM&F) did
not concur that the department does not have reliable procedures to ensure the proper
identification of subrecipients.  OM&F agreed that some state-funded contracts were
erroneously entered into the tracking system as federal subrecipients, but points out that the
requirement for an A-133 audit is based on the entity as a whole, not by contract.  However,
OM&F did concur that the “Schedule of Non-State Subrecipients of Major Federal Programs”
was not prepared properly but did not provide a plan of corrective action.  The Office of
Community Services and the Office of Family Support concurred with finding and have either
started or have already implemented corrective action plans to address their issues.  See
management’s response at B-110.

Additional Comments:  We agree that the requirement for an A-133 audit is based on an entity
as a whole, not by contract.  However, we fail to understand the use of a tracking system that
contains known erroneous information.  Furthermore, the department will continue to experience
problems with preparing a reliable “Schedule of Non-State Subrecipients of Major Federal
Programs,” as required by the Division of Administration, as long as the tracking system
contains errors and omissions.

F-99-CC-DSS-2 - Noncompliance With the Cash Management
                                  Improvement Act Agreement

Questioned Costs
84.126 - Rehabilitation Services - Vocational Rehabilitation $0

Grants to States
93.558 - Temporary Assistance for Needy Families
93.658 - Foster Care - Title IV-E
93.667 - Social Services Block Grant
Food Stamp Cluster:
  10.561 - State Administrative Matching Grants for

Food Stamp Program
Child Care Cluster:
  93.575 - Child Care and Development Block Grant
  93.596 - Child Care Mandatory and Matching Funds of the

Child Care and Development Fund
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DSS failed to comply fully with the Cash Management Improvement Act (CMIA) Treasury-State
agreement.  The following federal programs in the CMIA agreement are affected:

• State Administrative Matching Grants for Food Stamp Program (CFDA 10.561)

• Rehabilitation Services - Vocational Rehabilitation Grants to States (CFDA
84.126)

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

• Child Care and Development Block Grant (CCDBG) (CFDA 93.575)

• Foster Care - Title IV-E (CFDA 93.658)

• Social Services Block Grant (SSBG) (CFDA 93.667)

The CMIA prescribes rules and procedures for timing the transfer of federal funds to states so
that the amount of federal funds on hand is reduced to a minimum.  State agencies are required
to develop clearance patterns for programs covered by the agreement and to request federal
funds based on those patterns.  Clearance patterns are to be developed by tracking
disbursements from issuance to bank clearance for a period of at least three consecutive
months.  The Treasury-State agreement specifies the federal programs, the specific
components of each program (assistance or vendor payments, payroll, general administrative,
et cetera), and the clearance patterns that will be used for each component.  Based on the
clearance pattern, a funding technique, which is a method of transferring federal funds to the
state, is established.

Tests of compliance with the CMIA agreement disclosed that clearance patterns have not been
developed nor have the patterns been revised in a timely manner as required by 31 CFR 205.8.
Furthermore, DSS has not transferred federal funds to the state in accordance with the funding
techniques specified in the Treasury-State agreement.

Development of Clearance Patterns

• The department developed a single clearance pattern for each of its computer
sub-systems, instead of developing a clearance pattern for each of its federal
programs.  The sub-system clearance pattern was then applied to the assistance
component of each federal program that processed assistance payments through
each sub-system.  CMIA Policy Statement Number 11 states, “A single clearance
pattern could be applied to a group of programs serving similar recipients or to
the vendor payments component of several different programs.”  However, there
has been no verification by management that all of the programs within each
sub-system serve similar recipients or vendors.  Therefore, one clearance pattern
may not represent actual payment activity of each of these programs.
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• TANF payments made through the JOBS Automated System during fiscal year
ended June 30, 1999, no longer included child-care providers, a major
component in the prior year.  Management failed to develop a new clearance
pattern as a result of this significant change as required by 31 CFR 205.7(c)(1).

Use of Funding Techniques

• The department cannot identify actual transactions within each sub-system to the
various programs processed within the sub-system.  The transfers of federal
funds to the state were made based on an allocation of costs estimated by the
department.  The allocation was made by calculating a percentage of each
program’s costs to total expenditures, using internal records dated one to two
months prior.  The use of allocated cost, instead of actual cost, prevents the
department from following the funding techniques established in the CMIA
agreement.  The affected programs and components include Foster Care - Title
IV-E, SSBG, State Administrative Matching Grants for Food Stamp Program,
TANF, and CCDBG for the payroll and administrative cost components and
Foster Care - Title IV-E and SSBG for the assistance payments component.

• The administrative costs component of the Rehabilitation Services - Vocational
Rehabilitation Grants to States program should be drawn using the actual-at-
fixed-intervals funding technique.  This method allows a state to draw federal
funds based on actual expenditures of the prior week.  Draws were based on the
actual and adjusted estimate funding technique.

Management of the department has not placed sufficient emphasis on compliance with the
CMIA agreement.  Failure to develop clearance patterns in a timely manner and failure to
request federal funds in accordance with the Treasury-State agreement may result in the
assessment of interest penalties payable to the federal government for the State of Louisiana.

The department should establish and implement procedures to ensure that actual clearance
patterns are developed for each program in accordance with the CMIA, should revise clearance
patterns in a timely manner when there are significant changes to a program that could affect a
clearance pattern, and should apply the correct funding technique when calculating federal
draws.  Management did not concur that its methodology used in developing clearance patterns
violates CMIA policy; however, management did agree to develop a new clearance pattern as a
result of significant changes in TANF payments.  Management noted that each subsystem, with
the exception of the Tracking Information Payment System (TIPS), represents a single federal
program, and even though TIPS has various funding sources, this does not indicate that the
recipients or vendors are varied.  Management concurred in part with the comments on funding
techniques and indicated that administrative expenditures are determined on a monthly basis
and in accordance with the federally approved Cost Allocation Plan.  In addition, management
stated that the department has not paid any interest penalties for noncompliance with the CMIA
agreement.  See management’s response at B-116.
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Additional Comments:  We concur that the department may use various funding sources to
provide services through TIPS to its Foster Care clients.  However, management has not
verified that all of the funding sources participate equally in providing such services.
Furthermore, the department has failed to recognize that the Child Care and Development Block
Grant transactions are also processed through TIPS.  This federal program does not serve
recipients or vendors that are similar to those of the other programs within TIPS.

Management did not respond to the audit comments on funding techniques that relied on the
use of allocated costs instead of actual costs to request federal funds.  Management indicated
that administrative costs are funded using the Cost Allocation Plan.  If this is the case,
management should revise the CMIA Treasury-State agreement to indicate the actual method
that is used and should request federal funds monthly.

Management noted that it has not paid any interest penalties for noncompliance with the CMIA
agreement.  However, the Division of Administration, Office of Statewide Reporting and
Accounting Policy is responsible for payments of interest penalties to the federal government
not the department.

U.S. DEPARTMENT OF AGRICULTURE

EDUCATION, DEPARTMENT OF

F-99-USDA-EDUC-3 - Inadequate Monitoring for Child and
                                        Adult Care Food Program

Questioned Costs
10.558 - Child and Adult Care Food Program $0

The state Department of Education (SDE) did not have an adequate monitoring system to
ensure the adequate resolution of disallowed costs for subgrantees of the Child and Adult Care
Food Program (CFDA 10.558).  The Code of Federal Regulations [7 CFR 3015(b)] requires the
SDE to maintain accurate and complete records of the source and application of grant and
subgrant funds.  Also, 7 CFR 3015(h) requires that a system be employed by each grant
recipient to ensure the timely and appropriate resolution of audit findings and recommendations.
Tests of federal compliance disclosed the following:

• The SDE did not maintain accurate and complete records of the resolution of
disallowed costs for subgrantees.  On June 29, 1999, the auditors requested the
SDE to compile information and provide them with a listing of amounts owed by
subgrantees for disallowed costs arising from audits, administrative reviews, and
overclaims, and also, amounts turned over to the Attorney General for collection.
This information was provided on August 24, or 56 days later.  A review of the
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SDE listing of amounts owed by subgrantees and the amounts turned over to the
Attorney General disclosed the following exceptions:

1. The SDE did not refer subrecipient overclaims to the Attorney General for
collection in a timely manner.  A review of the 49 overclaims totaling
$1,290,192 disclosed overclaims for $15,056 and $783 from 1985 and
1987, respectively, that were not referred to the Attorney General until
July 20, 1999.  Section 7 CFR 226.14(a) provides that claims be referred
to the appropriate legal authority if the subgrantee has not responded to a
second demand letter after 60 days.

2. The SDE did not make written demands to subgrantees for the return of
overpayments in a timely manner.  The review disclosed that 10 of 13
second demand letters were not sent to subgrantees after 30 days as
required by Section 7 CFR 226.14(a).  In addition, two of these second
demand letters were dated two years after the first demand letters.

• A test of 21 SDE administrative reviews of subgrantee programs with disallowed
costs and interviews with SDE personnel disclosed the following deficiencies:

1. The SDE closed two of the 21 administrative reviews before disallowed
costs of $279 and $1,600 were correctly resolved.  Section 7 CFR
226.6(n) requires the SDE to ensure that the subgrantee has corrected all
violations within 60 days of written notification or terminate the program
participation of the subgrantee.

2. The SDE did not ensure that deficiencies cited in three of the 21
administrative reviews were resolved within 60 days.  Section 7 CFR
226.6(n) requires the SDE to ensure that the subgrantee has corrected all
violations within 60 days of written notification or terminate the program
participation of the subgrantee.  The SDE took 75, 118, and 150 days,
respectively, to resolve the three findings.

The SDE did not ensure that its personnel were familiar with the CFR requirements or that those
requirements were consistently applied.  As a result, the SDE lacks assurance that subgrantee
disallowed costs were resolved in a timely manner in compliance with federal regulations.

The SDE should develop and implement adequate internal controls to ensure that program
personnel are familiar with and comply with the CFR relating to appropriate resolution of
disallowed costs for subgrantees of the Child and Adult Care Food Program.  Management did
not concur with the finding.  Management stated, in part, that based on a letter from the U.S.
Department of Agriculture, an overclaim is resolved when the SDE makes a decision to submit it
to the Attorney General for collection.  Management also stated that the finding was incorrect in
regard to the timing of second demand letters for those cases in appeal, in that the wording
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should be that second demand letters must be submitted “after” not “within” 30 or 60 days.  See
management’s response at B-25.

Additional Comments:  The SDE did not provide the letter from the USDA that was cited in its
response until after the response was received, and the letter does not address the
administrative reviews or overclaims noted in the finding.  In addition, the cases cited in the
finding were not under appeal.  Finally, the word “within” has been corrected to “after” with
respect to the time frame for second demand letters, but this did not negate any part of the
finding.

PUBLIC HEALTH, OFFICE OF

F-99-USDA-OPH-1 - Reconciliation of Food Instruments
Not Performed Within Required Time

Questioned Costs
10.557 - Special Supplemental Nutrition Program

for Women, Infants, and Children $0

The Office of Public Health (OPH) has not been able to perform a reconciliation of each food
instrument issued with food instruments redeemed for the Special Supplemental Food Program
for Women, Infants, and Children (CFDA 10.557, WIC) within the required time period.  The
Code of Federal Regulations [7 CFR 246.12, (n)] requires the state agency to identify
disposition of all food instruments by performing a reconciliation of each food instrument issued
with food instruments redeemed within 150 days of the first valid date for participant use.

Because of a problem with the loading of automated data from the food instruments issue sites
(parish health units and contract agencies) to the mainframe computer, there are 121,287
unmatched food instruments at June 30, 1999, totaling $5,161,572.  Included in the 121,287
records are 4,074 food instruments, totaling $151,961, that were not reconciled within 150 days
of the first valid date for participant use.  By not identifying the disposition of food instruments
within 150 days of the instrument’s validation date, lost, stolen, or expired instruments could be
cashed and not detected in a timely manner.  Also, the Code of Federal Regulations [7 CFR
246.23 (a) (4)] states that the Food Nutrition Service of the U.S. Department of Agriculture could
issue a claim against OPH for its unreconciled instruments.

OPH should work with the food instruments issue sites to ensure that the required data from the
issue sites are uploaded timely to the mainframe computer.  Until this problem is resolved, the
reconciliation of food instruments issued with food instruments redeemed cannot be completed
within the required time.  Management concurred with the finding and recommendation and
outlined a plan of corrective action (B-85).
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U.S. DEPARTMENT OF LABOR

LABOR, DEPARTMENT OF

F-99-USDOL-LABR-3 - Inadequate Control Over Monitoring
                                          JTPA Subrecipient Audits

Questioned Costs
JTPA Cluster: $0
  17.246 - Employment and Training Assistance -
                     Dislocated Workers
  17.250 - Job Training Partnership Act

The Louisiana Department of Labor did not have adequate internal control to ensure compliance
with OMB Circular A-133 audit requirements for subrecipients of the Job Training Partnership
Act (JTPA Title II) (CFDA 17.250) and the Employment and Training Assistance-Dislocated
Workers (JTPA Title III) (CFDA 17.246) programs that comprise the Job Training Partnership
Act Federal Cluster (JTPA).  OMB Circular A-133 requires that the pass-through entity
(1) ensure that subrecipients expending $300,000 or more in Federal awards have met the audit
requirements of the circular, (2) monitor subrecipient activities for compliance with federal
requirements, (3) evaluate audit findings and determine that an acceptable corrective action
plan has been prepared and implemented, and (4) inform each subrecipient of the Catalog of
Federal Domestic Assistance (CFDA) title and number for federal awards received.

A review of the department’s subrecipient monitoring function disclosed that although the
department maintains an audit control log on subrecipient audits, the department does not
always ensure that audit reports are received and that findings or questioned costs are resolved
in a timely and proper manner.  A review of the department’s system over the receipt and
resolution of subrecipient audit reports revealed the following:

• Five audit reports were received in excess of one year from the subrecipients’
fiscal year end date and two audit reports had not been received and were
overdue by 5½ and 18 months, respectively.  OMB Circular A-133 provides that
audits under the circular shall be completed no later than 9 months after the end
of the audit period.

• There were two instances in which the receipt of the audit reports and the
resolution of audit findings or questioned costs were not recorded in the audit
control log.

• Resolution of audit findings was not made within 180 days after the receipt of the
audit report as required by federal regulations for two audits reviewed.  The
resolution process for one of the two audit reports was completed 215 days after
receipt.  There was no evidence of a final resolution for the other audit report.
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• For one audit report reviewed, the department relied on the subrecipient’s written
corrective action plan for the resolution of a repeat finding.  There was no
evidence that the department ensured implementation of the corrective action
plan in either year.

• The department had not communicated CFDA titles and numbers to the
subrecipients of the JTPA programs.

The department did not have adequate procedures for tracking the status, including resolution
of any questioned costs or findings, of JTPA subrecipient audit reports.  Failure by the
department to adequately monitor JTPA subrecipients increases the risk that the subrecipient
will not administer or expend JTPA funds in accordance with applicable state and federal laws
and regulations and that instances of noncompliance will not be detected and resolved in a
timely manner.

The Louisiana Department of Labor should monitor subrecipient compliance with applicable
laws and regulations for the approximately $60 million of JTPA funds passed through to
subrecipients. Management concurred with the finding and recommendation and outlined a
corrective action plan (B-44).

F-99-USDOL-LABR-4 - Inadequate Control Over On-Site
                                           Monitoring of JTPA Subrecipients

Questioned Costs
JTPA Cluster: $0
  17.246 - Employment Training and Assistance -
                     Dislocated Workers
  17.250 - Job Training Partnership Act

For the second consecutive year, the Louisiana Department of Labor did not adequately monitor
subrecipients for compliance with the Job Training Partnership Act (JTPA Title II) (CFDA
17.250) and the Employment and Training Assistance-Dislocated Workers (JTPA Title III)
(CFDA 17.246) programs that comprise the Job Training Partnership Act Federal Cluster
(JTPA).  OMB Circular A-133 includes requirements for the pass-through entity to monitor
subrecipient activities for compliance with federal requirements.  Federal regulations and the
state’s JTPA Coordination and Special Services Plan require on-site monitoring of JTPA
subrecipients at least once each year.  Also, the preamble to the OMB Circular A-133 states
that the OMB expects pass-through entities to consider various risk factors such as the relative
size and complexity of awards administered by, and prior experience with, each subrecipient in
developing subrecipient monitoring procedures.

The JTPA monitoring unit did not maintain a log to identify its on-site reviews of subrecipients.
In addition, JTPA program monitors did not document the risk of subrecipient noncompliance in
planning their monitoring procedures.  A review of the on-site monitoring function revealed the
following:
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• The JTPA office did not have a comprehensive tracking system to identify all
JTPA subrecipients, funding sources, dates when monitoring reviews were due
or completed, dates monitoring reports were issued, or the scope and results of
reviews.

• Planning was not documented for on-site monitoring reviews.  There was no
evidence that the size of awards, complexity of compliance requirements, results
of audits, results of prior monitoring reviews, or results of desk reviews performed
by the fiscal, technical assistance, or management information system units were
used to evaluate risk in order to plan monitoring procedures.

• Three subrecipients that expended $4.5 million under Title II and Title III formula
grants were not monitored during the year.  Eight subrecipients that expended
approximately $700,000 under the Title III National Reserve Shipbuilding
Industry-Wide Project agreement (NR-022-7-003) were not monitored during the
year.

• Nine subrecipients that expended $24.7 million under Titles II-A, II-C, and III
were monitored in May and June 1999; however, as of September 10, 1999,
reports have not been issued and findings and/or questioned costs, if any, have
not been resolved.

• Ten subrecipients that were monitored and that expended $24.9 million under
Titles II-A, II-B, II-C, and Title III were not adequately monitored in all cases to
ensure compliance with various OMB Circular A-133 compliance features
including allowable costs, cash management, equipment management,
suspension and debarment, and program income, among other requirements.

• The “Monitoring Review Guide” used by the monitors had not been updated to
reflect current OMB circulars.  In addition, a test of 16 sets of JTPA program
monitors’ working papers revealed the following:

1. In seven instances, working papers did not include or use the “Monitoring
Review Guide” or other appropriate guidance.

2. In 15 instances, the preparer did not initial or date working papers and in
12 instances, there was no evidence that a supervisor reviewed the
working papers for content and completeness.

3. In 11 instances, the working papers did not support all conclusions made
in the monitors’ reports.

4. In five instances, the follow-up on corrective action did not appear
adequate.  Either there was no evidence that findings or questioned costs
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were resolved or there was no evidence that the corrective action plan, as
provided by the subrecipient, had been implemented.

The department did not have adequate procedures for tracking the status of JTPA subrecipient
on-site monitoring reviews.  In addition, the department neither ensured that monitors
addressed the risk of noncompliance in planning nor considered the adequacy of its test
procedures for detecting noncompliance.  Finally, because of the retirement, resignation, and
transfer of program monitors, four of eight monitor positions were vacant during the year.

Failure by the department to adequately monitor JTPA subrecipients increases the risk that the
subrecipients will not administer or expend JTPA funds in accordance with applicable federal
and state laws and regulations.  Without adequate documentation of the monitoring function, the
department cannot ensure that subrecipients have been properly monitored.

The Louisiana Department of Labor should implement procedures to ensure that on-site
monitoring is adequate for determining subrecipient compliance with applicable laws and
regulations for the approximately $60 million of JTPA funds passed through to subrecipients.
Management concurred in part with the finding and recommendation and outlined a corrective
action plan.  Management stated that the compliance features mentioned in bullet 5 are not
contained in OMB Circular A-133.  See management’s response at B-45.

Additional Comments:  OMB Circular A-133 requires the pass-through entities to ensure that
subrecipients comply with federal laws and regulations.  The compliance features mentioned in
bullet 5 are contained in Appendix B to OMB Circular A-133, which is considered part of the
Circular.

F-99-USDOL-LABR-5 - Noncompliance With the Unemployment
                                            Insurance Program Requirements

Questioned Costs
17.225 - Unemployment Insurance $1,823,516

The Department of Labor, Office of Workforce Development (OWD), charged other programs’
costs to the Unemployment Insurance (UI) program (CFDA 17.225) and used UI program
monies for an unallowed activity.  OMB Circular A-87 provides that costs must be reasonable
and necessary for the performance and administration of federal awards and must be allocable
to the federal awards in accordance with the relative benefits received.  In addition, Section
303(a)(8) of the Social Security Act, as amended, provides that administrative grant funds may
be used only for the purposes and in the amounts necessary for proper and efficient
administration of the UI program.
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Expenditures for goods and services totaling $1,502,886 were charged 100% to the UI program
but should have been charged or allocated to the other OWD programs using the department’s
federally approved indirect cost rate.  In addition, the department used $320,630 of UI program
funds for an advance payment of insurance premiums that benefited many other OWD
programs besides the UI program.  Thereafter, one-twelfth of the advance amount was
allocated to the appropriate programs using the department’s federally approved indirect cost
rate.  This transaction appears to be a loan by the UI program to other OWD programs and
does not comply with UI program requirements.

The costs and activity charged to the UI program occurred because management did not place
sufficient emphasis on establishing controls over expenditures to ensure that a manager of the
project/program had reviewed and approved the expenditure.  Consequently, the UI program
paid for goods and/or services that directly or indirectly benefited other OWD programs and
resulted in $1,823,516 of questioned costs.

The Louisiana Department of Labor should ensure that all expenditures comply with federal
program requirements and are reviewed and approved by UI project/program managers.  In
addition, management should review all expenditures previously charged to the UI program for
allowability and any questioned costs should be resolved with the U.S. Department of Labor.
Management technically concurred with the finding and recommendation; however, manage-
ment offered an explanation for all but $72,942 of the questioned costs.  See management’s
response at B-55.

Additional Comments: The auditor does not concur with management’s explanation; however,
these questioned costs must be resolved with the U.S. Department of Labor.

F-99-USDOL-LABR-6 - Unemployment Insurance Tax and
                                            Wage Reports Not Reconciled

Questioned Costs
17.225 - Unemployment Insurance $0

The Louisiana Department of Labor did not have procedures in place to ensure that
Unemployment Insurance (UI) (CFDA 17.225) tax contribution reports and wage record reports
submitted by employers, as well as the information in the department’s UI databases, were
accurate and complete.  The department collects over $170 million in employer tax contributions
annually.  Good internal control requires that the department develop, implement, and document
procedures to (1) reconcile employer tax contribution reports to wage record reports;
(2) reconcile these reports to information contained in the department’s UI databases; and
(3) identify and resolve problems regarding missing, incomplete, and inaccurate tax and wage
information.
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Weaknesses existed for 60 UI tax contribution reports tested as follows:

• Thirteen (22%) UI tax contribution reports totaling $121,299 had not been
reconciled to related wage record reports totaling $8 million or to the
department’s UI databases.

• The wage record reports totaling approximately $24 million could not be located
for 11 (18%) UI tax contribution reports totaling $47,868.  The department did not
have procedures in place to identify and locate these missing reports and update
its UI databases.

These conditions existed because management lacks procedures for reconciling and correcting
discrepancies between UI tax contribution reports, wage record reports, and UI databases.
Failure to reconcile these reports and databases results in increased risks that UI taxes remitted
by employers may be incorrect.

The Louisiana Department of Labor should develop, implement, and document procedures to
ensure that UI tax contribution reports and wage record reports submitted by employers, as well
as the department’s UI databases, are accurate and complete.  Management concurred with the
finding and recommendations and outlined a plan of corrective action (B-56).

U.S. DEPARTMENT OF TRANSPORTATION

TRANSPORTATION AND DEVELOPMENT, DEPARTMENT OF

F-99-DOT-DOTD-1 - Failure to Monitor Preliminary
                                      Engineering Projects

Questioned Costs
20.205 - Highway Planning and Construction $1,696,940

For the second consecutive year, the Department of Transportation and Development (DOTD)
did not advance projects from the preliminary engineering phase to either the construction
phase or the acquisition of right-of-way phase within 10 years, as required by the Code of
Federal Regulations.  While DOTD has a system to track the progress of projects, it has not
kept the system current for projects in the preliminary engineering phase resulting in a failure to
monitor and advance these projects.  Projects that do not advance to another phase within the
10-year time frame must be withdrawn from available federal funding and any federally funded
expenditures on those projects must be refunded to the Federal Highway Administration
(FHWA).  FHWA can approve an extension of the 10-year limitation if the delay
has been caused by events beyond DOTD’s control, such as court action or environmental
considerations.
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Of the nine projects tested, DOTD stated that it plans to request an extension on eight that are
scheduled to be let-for-contract in the future and plans to refund $659,730 on the other project.
Federally funded expenditures of $1,037,210 for these eight projects may have to be refunded if
the projects are not approved for extension by FHWA.

DOTD should keep its tracking system current in order to monitor the progress of preliminary
engineering projects and should advance projects from the preliminary engineering phase to the
construction or right-of-way phase within 10 years as required.  Management concurred with the
finding and recommendation and outlined a corrective action plan (B-149).

F-99-DOT-DOTD-2 - Untimely Closing of Projects
Questioned Costs

20.205 - Highway Planning and Construction $0

For the second consecutive year, DOTD did not close completed projects timely and did not file
final vouchers timely with the Federal Highway Administration (FHWA) as required by
departmental procedures and federal law.  The DOTD Construction Contract Administration
Manual contained procedures for closing projects within 90 days of final acceptance of the
completed project.  On June 9, 1999, this DOTD policy was changed so that all construction and
associated (engineering, utilities, and right-of-way) projects should be closed within six months
from the final acceptance date by default.  Final acceptance is defined as when a project is
ready and available for public use.  The Code of Federal Regulations (23 CFR 140.107)
requires that a final voucher on each project be submitted within one year to FHWA following
project completion.  At June 30, 1999, DOTD has 643 completed projects with approximately
$47 million in allocated funds remaining that had not been closed within 90 days or within six
months as the new policy requires.  Many of these projects (330) were FHWA projects for which
DOTD had not submitted final vouchers to FHWA.

Project engineers did not submit adequate information to the Project Control section to close
269 of the 643 completed projects.  However, the Project Control section had the necessary
information on the remaining 374 completed projects but still did not properly close the projects.
The $47,000,000 in allocated funds cannot be reallocated without closing the completed
projects.

DOTD should adhere to the amended procedures contained in the Construction Contract
Administration Manual for closing completed projects and reallocating unexpended funds timely.
DOTD should also comply with the Code of Federal Regulations by submitting the final voucher
to FHWA within one year of final acceptance of the project.  Management concurred with the
finding and outlined a plan of corrective action (B-151).
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GENERAL SERVICES ADMINISTRATION

BATON ROUGE COMMUNITY COLLEGE

F-99-GSA-BRCC-1 - Noncompliance With Movable
                                       Property Regulations

Questioned Costs
39.003 - Donation of Federal Surplus Personal Property       $0

The Baton Rouge Community College (BRCC) did not maintain adequate internal controls over
movable property as prescribed by state and federal regulations.  Louisiana Administrative
Code (LAC) 34:VII.307(A) requires that all movable property be tagged and all pertinent
inventory information be entered into the state’s movable property master listing within 45 days
of receipt of the movable property.  In addition, the Common Rule for Administrative
Requirements for Grants, Subpart C, Section 32 (d)(1) requires property records to be
maintained for property purchased under federal programs.  Furthermore, LAC 34:VII.307(E)
requires that property records be maintained for qualified property acquired from federal
surplus.  At June 30, 1999, BRCC reported movable property acquisitions of $1,577,373.

A test of 1,001 movable property items acquired during the year totaling $1,152,786 disclosed
the following instances of noncompliance:

• Eight hundred eleven acquisitions totaling $995,854 (86%) were not reported to
the Louisiana Property Control Agency (LPAA) within 45 days of receipt.

• Seventeen acquisitions totaling $23,920 (2%) were reported to LPAA with either
an incorrect acquisition cost or acquisition date.

• None of the five items purchased under the Donation of Federal Surplus
Personal Property Program (CFDA 39.003) totaling $2,200 have been reported
to LPAA as of November 19, 1999.

Management did not place sufficient emphasis on controls over movable property and did not
have sufficient personnel to tag and enter all items timely into the state property control listing.
Failure to comply with state and federal property regulations increases the risk that movable
property items could be lost or stolen.

Management of BRCC should provide the necessary resources to ensure that all movable
property items are tagged and included in the state property records timely and correctly.
Management concurred with the finding and recommendation and implemented a plan of
corrective action (B-10).
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EXECUTIVE, DEPARTMENT OF

F-99-GSA-EXEC-2 - Inadequate Subrecipient Monitoring
Questioned Costs

39.003 - Donation of Federal Surplus Personal Property $0

For the second consecutive year, the Louisiana Federal Property Assistance Agency (LFPAA)
did not have an adequate monitoring system to ensure that subrecipients receiving federal
funds complied with applicable federal regulations and agency policy. The receipt of surplus
property under the Donation of Federal Surplus Personal Property Program (CFDA 39.003) is
considered a federal award under federal regulations.  OMB Circular A-133 requires that the
LFPAA, as a pass-through entity, ensures that subrecipients expending $300,000 or more in
federal awards during the subrecipient’s fiscal year receive a single audit or program specific
audit for that year. Furthermore, agency procedures require the compliance officer to monitor
the receipt of audit reports from subrecipients needing audits.

Audit tests of 20 subrecipients that received federal surplus property during fiscal year 1999
disclosed that no audit reports were on file for these subrecipients. Also, there was no evidence
that the LFPAA asked the subrecipients for their prior year expenditures of federal funds from all
sources to determine whether or not an audit was required.

Management has not implemented a system to ensure that required audits are performed.
Failure to ensure that federal subrecipients are audited subjects the agency to noncompliance
with federal regulations and agency policy.

LFPAA should provide for an adequate monitoring system to ensure that subrecipients spending
$300,000 or more in federal funds are audited in accordance with federal regulations and
departmental policy.  Management did not concur with the finding and recommendation
because it does not believe LFPAA is required to monitor and maintain a file of audited financial
reports for agencies that receive federal funding in excess of $300,000 from all federal
agencies.  See management’s response at B-31.

Additional Comments:  OMB Circular A-133 requires that the LFPAA, as a pass-through
entity, ensures that subrecipients expending $300,000 or more in federal awards during the
subrecipient’s fiscal year receive a single audit or program specific audit for that year.
Furthermore, agency procedures require the compliance officer to monitor the receipt of audit
reports from subrecipients needing audits.
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U.S. DEPARTMENT OF EDUCATION

BATON ROUGE COMMUNITY COLLEGE

F-99-ED-BRCC-2 - Inadequate Administration of the
Rehabilitation Services - Vocational
Rehabilitation Grants to States Program

Questioned Costs
84.126 - Rehabilitation Services - Vocational Rehabilitation

Grants to States    $64,647

The Baton Rouge Community College (BRCC) did not comply with certain laws, regulations,
and contract provisions that regulate the Rehabilitation Services - Vocational Rehabilitation
Grants to States program (CFDA 84.126).  BRCC obtained this grant from the Louisiana
Department of Social Services (DSS) to establish an Office of Special Programs and to provide
services to students with disabilities.  For fiscal year 1999, BRCC charged $173,827 to this
grant.

Our audit of program records disclosed the following instances of noncompliance:

Eligibility

The college’s Office of Special Programs (OSP) did not maintain adequate
documentation to determine participants’ eligibility.  The Code of Federal Regulations
[34 CFR 361.42(d)] requires adequate documentation of the participant’s disability.
Accordingly, OSP’s policies and procedures contained in Guidelines for Documentation
of a Disability and Policies, Procedures, and Resources for Students with Disabilities
require a certified physician or other appropriate professional to verify the participant’s
disability.  A test of ten participant files maintained by OSP for fiscal year 1999 revealed
that three files (30%) did not contain adequate documentation of the students’ disability.

Failure to maintain adequate documentation of all program participants’ eligibility may
result in persons that are not disabled receiving accommodations or services for which
they are not entitled.

Allowable Costs

BRCC did not have adequate procedures to ensure that all expenditures charged to the
grant were allowable under the terms of the grant and federal cost principles.  A review
of 100% of payroll and related benefits costs totaling $50,959 charged to the program for
the fiscal year 1999 disclosed that the expenditures were not properly documented.
OMB Circular A-21, Section J.8.c.1.e. requires that salaries and related benefits charged
to the grant reflect actual time spent on grant activities.  BRCC allocated 75% and 80%
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of salary and related benefits for the program director and assistant director,
respectively, to the grant.  However, the director and assistant director did not maintain
time sheets to document actual time spent on grant activities.

Failure to maintain documentation that payroll and related benefits expenditures charged
to the grant were for time actually spent on grant activities increases the risk that grant
funds may be spent for activities not allowed by the grant.

Procurement

OSP did not have adequate procedures to ensure that all expenditures charged to the
grant were in accordance with federal regulations.  The Common Rule for Uniform
Administrative Requirements, Subpart C, Section 20 requires that accounting records
be supported by source documentation such as contract documents and that effective
internal control be maintained over grant expenditures.  Our test of 33 program
expenditures totaling $95,973 comprising 55% of costs charged to the grant for the fiscal
year 1999 identified the following instances of noncompliance:

• BRCC paid a contractor $1,200 to obtain communication facilitators for
the summer 1999 term without a signed contract or invoice requesting
payment.

• BRCC paid $12,488 in excess of the contract amount on a $5,000
contract to provide closed captioning services.

Failure to obtain written contracts and to review contract payments to ensure that
contract limits are not exceeded could result in costs to the grant for services not
received or in excessive costs charged to the grant.

Financial Reports

OSP did not submit all required financial reports timely.  The grant agreement required a
program narrative report and a financial status report to be submitted to DSS within 15
days of the end of each quarter during the grant period.  In addition, a final narrative
report and expenditures report were required within 30 days after the end of the grant.
The college submitted only two of the four quarterly narrative and financial status
reports, and the second quarter reports, which were due February 15, 1999, were not
submitted until March 9, 1999.  The final narrative report due August 31, 1999, was not
submitted until September 15, 1999, and the final expenditure report, also due
August 31, 1999, has not been submitted as of January 11, 2000.  Failure to submit
required reports timely to grantor agencies may result in the loss of future grants.

These deficiencies occurred because management of BRCC did not exercise sufficient
oversight over federal grants to ensure compliance with federal regulations.  As a result of these
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instances of noncompliance, BRCC has incurred questioned costs of $64,647.  The college may
be required to return these funds to the federal government.

Management of BRCC should maintain adequate documentation to support the eligibility of
program participants and to support salaries and related benefits charged to the grant.  In
addition, management should ensure that all program expenditures comply with federal
regulations and that program and financial reports are submitted timely.  Management
concurred with the finding and recommendation (B-5).

F-99-ED-BRCC-3 - Inadequate Administration of the
Vocational Education - Basic Grants
to States Program

Questioned Costs
84.048 - Vocational Education - Basic Grants to States    $19,861

BRCC did not comply with certain laws, regulations, and contract provisions that regulate the
Vocational Education - Basic Grants to States program (CFDA 84.048).  BRCC obtained this
grant from the state Department of Education (SDE) for a Literacy/Work Skills Project to provide
training and job related assistance to single parents, displaced homemakers, and single
pregnant women.  For fiscal year 1999, BRCC charged $19,861 to this grant.

Our audit of program records disclosed the following instances of noncompliance:

Eligibility

BRCC did not maintain adequate documentation to support the eligibility of participants.
The grant proposal and the Louisiana Eligibility Guidelines established by the SDE
require that eligibility be based on financial need, marital status, and parental status.
Our tests of all 35 program participant files for fiscal year 1999 disclosed the following:

• Twenty-seven participant files (77%) did not contain documentation of the
participant’s financial need.

• Thirty-four participant files (97%) did not contain documentation of the
participant’s marital status.

• Twenty-one participant files (60%) did not contain documentation of the
participant’s parental status.

Failure to maintain adequate documentation of participant’s eligibility may result in
persons receiving training who are not single parents, displaced homemakers, or single
pregnant women.
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Allowable Costs

BRCC did not have adequate procedures to ensure that all expenditures charged to the
grant were allowable under the terms of the grant and federal cost principles.  Our tests
of 29 program expenditures comprising 99% of the costs charged to the grant for fiscal
year 1999 identified the following instances of noncompliance:

• Compensation and related benefits for incidental work performed by the
program director and two instructors totaling $8,148 were charged to the
program and were not supported by time and attendance records.  OMB
Circular A-21, Section J.8 provides criteria for compensation for personal
services, including the requirement that incidental work (that in excess of
normal for the individual) should be documented in the financial
management system of the institution.

• Costs were charged to the program for amounts that do not appear
reasonable or allowable by federal cost principles.  Amounts charged to
federal grants that are not allowed by federal cost principles increases the
risk that the program objectives will not be met and that fraud or abuse
may occur.  The following costs charged to the grant do not appear to be
reasonable or allowable by federal cost principles:

1. T-shirts and caps costing $485 were purchased from the college
bookstore for program participants.  These costs do not appear
reasonable under federal cost principles.

2. Catering charges totaling $520 were paid for a brunch held as part
of the program’s job fair.  OMB Circular A-21, Section J.15 states
that costs of meals are not allowable.

• BRCC charged $383 to the grant for costs that were not incurred or
liquidated in accordance with federal cost principles, which require that all
obligations must be liquidated not later than 90 days after the end of the
funding period (September 30, 1999).  This transaction, a purchase of
instructional materials, was obligated before June 30, 1999, but was not
liquidated until November 1, 1999.  Failure to comply with federal cost
principles results in amounts being charged to the grant that were not
allowable during the grant funding period.
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Financial Reports

BRCC did not submit a final project completion report within 90 days of the end of the
grant award period.  SDE guidelines require a final project completion report to be
submitted to the SDE within 90 days of the end of the grant award period.  The grant
award was for the period between July 1, 1998, and June 30, 1999.  As of December 9,
1999, a final project completion report had not been submitted to the SDE.   Failure to
submit project completion reports timely to grantor agencies may result in loss of future
grants.

These deficiencies occurred because management of BRCC did not exercise sufficient
oversight over federal grants to ensure compliance with federal and state regulations.  As a
result of these instances of noncompliance and deficiencies in controls over eligibility and
reporting for this program, we question $19,861 of federally funded expenditures.

Management of BRCC should establish policies and procedures to (1) document the eligibility of
program participants; (2) ensure that only costs allowable under grant requirements and federal
cost principles are charged to the grant; and (3) submit program and financial reports timely.
Management concurred with the finding and recommendation (B-6).

DELGADO COMMUNITY COLLEGE

F-99-ED-DELG-1 - Theft of Student Loan Checks
Questioned Costs

Student Financial Assistance Cluster:
  84.032 - Federal Family Education Loans   $41,000

During the fiscal year ended June 30, 1999, Federal Family Education Loan Program (CFDA
84.032) checks, totaling $41,000, were fraudulently cashed and another $19,000 in checks were
missing.  The fraudulent checks were discovered when a student at Delgado Community
College complained that she did not receive her loan check, and an internal review by the
college’s employees determined that someone other than the intended recipient had negotiated
the check.  The college stopped payment on the $19,000 in missing checks.

 A good system of internal control requires that when the college receives student loan checks
in the mail, the checks received should be compared to the check register in order to account
for all checks.  In some of the check mailings, the college did not receive a check register with
the student loan checks; therefore, the college was unable to compare the checks received to
the check register.  The theft is currently being investigated by investigators from the U.S.
Department of Education with assistance from the Federal Bureau of Investigation, state and
local police, and the United States Postal Inspectors.  Because of the complex nature of the
check-cashing scheme, it has not been determined who is responsible for the theft and whether
anyone associated with the college is involved.
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Delgado Community College should compare the receipt of student loan checks to the check
register to ensure that all checks mailed were in fact received.  If a check register is not received
with the student loan checks, the college should immediately contact the entity that sent the
checks to obtain a copy of the check register.  Management of the college concurred with the
finding and recommendation (B-11).

EDUCATION, DEPARTMENT OF

F-99-ED-EDUC-4 - Inadequate Controls for
Federal Cash Management

Questioned Costs
84.010 - Title 1 Grants to Local Educational Agencies $0
84.011 - Migrant Education - Basic State Grant Program
84.048 - Vocational Education - Basic Grants to States
84.213 - Even Start - State Educational Agencies
84.276 - Goals 2000 - State and Local Education

Systemic Improvement Grants
84.282 - Charter Schools
84.298 - Innovative Education Program Strategies
Special Education Cluster:
  84.027 - Special Education - Grants to States

For the third consecutive year, the state Department of Education (SDE) did not have adequate
control procedures in place to ensure that the department and its subgrantees complied with
federal cash management requirements.  The Code of Federal Regulations (34 CFR 80.20-21)
requires grantees and subgrantees of U.S. Department of Education grants to minimize the time
elapsing between the transfer of funds from the U.S. Treasury and disbursement whenever
advance payment procedures are used.  The SDE is also required to monitor cash draws of its
subgrantees for compliance with cash management requirements and to ensure reports on
subgrantees’ cash balances and disbursements are received in sufficient time to ensure
complete and accurate draw downs.  Finally, the SDE and its subgrantees are required to remit
to the grantor agency, at least quarterly, interest earned on advances in excess of $100.

Because the SDE does not have controls that conform to cash management regulations,
subgrantees received payments in excess of their immediate cash needs as evidenced by
refunds received by the SDE.  For the year ended June 30, 1999, the SDE received 16 refunds
of excess cash totaling $95,387 from the following federal programs:

• Title 1 Grants to Local Educational Agencies (CFDA 84.010), $34,461

• Migrant Education - Basic State Grant Program (CFDA 84.011), $22,869

• Special Education - Grants to States (CFDA 84.027), $4,440



LEGISLATIVE AUDITOR

Schedule C

STATE OF LOUISIANA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Federal Award Findings and Questioned Costs (Continued)

104

• Vocational Education - Basic Grants to States (CFDA 84.048), $9,146

• Even Start - State Educational Agencies (CFDA 84.213), $9,313

• Goals 2000 - State and Local Education Systemic Improvement Grants (CFDA
84.276), $1,870

• Charter Schools (CFDA 84.282), $10,386

• Innovative Education Program Strategies (CFDA 84.298), $2,902

During fiscal year 1999, the SDE implemented a new reimbursement claim form that included
information on the monthly cash balance.  However, the SDE did not require subgrantees to
begin using this form until April 1, 1999.  In addition, a review of 165 of these reimbursement
claim forms processed during the year-end close disclosed that 129 (78%) of these forms were
completed incorrectly and/or were left blank for the amount of the monthly cash balance, which
were subsequently completed by SDE employees after corresponding with the districts.

Without adequate cash management procedures, the SDE cannot ensure that payments to
subgrantees are limited to their immediate cash needs and that information on cash draws
submitted to the federal grantor agency is both accurate and complete.  Furthermore, the SDE
cannot determine if subgrantees earned interest on advances and then remitted that interest to
the federal grantor agency as required by federal regulations.

The SDE should establish and implement procedures to ensure that subgrantees limit draws to
immediate cash needs, complete reimbursement claim forms accurately, remit any excess cash
balances monthly or adjust monthly draws accordingly, and remit at least quarterly to the
grantor agency any interest earned on cash advances.  Also, existing accumulated interest
balances at subgrantees should be remitted immediately to the grantor agency.   Management
did not concur with the finding.  The Deputy Superintendent of the Office of Management and
Finance described a plan of corrective action implemented April 1, 1999, and asserts that the
procedures implemented address the points in the finding.  See management’s response at
B-16.
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F-99-ED-EDUC-5 - Inadequate Controls for Improving
America’s Schools Act Programs

Questioned Costs
84.010 - Title 1 Grants to Local Educational Agencies $464,349
84.186 - Safe and Drug-Free Schools and Communities -

State Grants 5,073
84.281 - Eisenhower Professional Development State Grants       4,899

$474,321

The SDE did not have adequate controls to ensure that the subgrantees’ applications and
reimbursements for Improving America's Schools Act (IASA) programs complied with federal
regulations.  The SDE disburses funds for these IASA programs to local educational agencies
(LEAs) to help improve the teaching and learning of children who are failing or who are most at-
risk of failing to meet the state’s academic standards.  Tests of federal compliance for these
programs disclosed the following:

• The LEA must maintain not less than 90% of the combined fiscal effort per
student of the previous year.  However, a review of the program applications and
reimbursements for the 66 LEAs disclosed the following instances of
noncompliance:

1. No evidence was found that the SDE had assigned personnel to monitor
LEA applications for compliance with the 90% rule.

2. The SDE reimbursed $259,131 in total to Caldwell Parish School Board
and Madison Parish School Board, in violation of the 90% rule.

3. No evidence was found that the SDE took action on LEA applications
when fiscal data on the applications appeared incorrect.  The 1999
applications for six LEAs reported their actual 1998 fiscal effort in the
same amount as the estimated 1998 fiscal effort in error, and this should
have been researched and corrected by the SDE.

• The IASA provides that not more than 15% of the funds allocated to an LEA for
any fiscal year may remain available for obligation by such agency for one
additional year.  However, the SDE may, once every three years, waive the
percentage limitation if it determines that the request of an LEA is reasonable
and necessary.  In addition, the SDE’s own policies state that a subgrantee has
no authority to obligate funds past the grant period without an approved
carryover.  Subgrantees must submit carryover budgets for a grant period ending
September 30, before October 31.  A review of documentation for the carryover
of fiscal year 1998 funds allocated to the 66 LEAs disclosed that the SDE
reimbursed Ascension Parish School Board $215,190 in excess of the authorized
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15% carryover limit.  In addition, the SDE did not grant a waiver for the carryover
of the excess funds.

Management neither implemented the necessary controls nor adequately trained its employees
as to the regulations applicable to these federal programs.  As a result, $474,321 of federal
funds was expended in noncompliance with these regulations.  These reimbursements are
questioned costs [Title 1 Grants to Local Educational Agencies (CFDA 84.010), $464,349; Safe
and Drug-Free Schools and Communities - State Grants (CFDA 84.186), $5,073; and
Eisenhower Professional Development State Grants (CFDA 84.281), $4,899].

The SDE should develop controls to ensure that IASA subgrantee applications and
reimbursements comply with federal regulations and should provide the proper training to SDE
personnel over those programs.  In addition, the SDE should consult with the U.S. Department
of Education regarding the resolution of the questioned costs.  Management did not concur with
the finding.  The Deputy Superintendent of the Office of Management and Finance stated that
the SDE collected data for determining compliance with the 90% rule in a separate mailing and
that, based on that data, the two schools were in compliance.  In addition, the SDE contends
that fiscal effort data on the applications are always estimates.  Finally, management contends
that payments to the Ascension Parish School Board were not carryover obligations.  See
management’s response at B-17.

Additional Comments:  In our test work, we obtained the district responses for the separate
request letters sent by the SDE and found that Madison was still not compliant with the 90%
requirement and that Caldwell had reported the same figure as the previous fiscal year.
Because this appeared to be an error, we used the figure from the fiscal year 1998 application
that was reported as an actual per pupil expenditure and not an estimate.  Based on the figure
in the application, Caldwell was not in compliance with the 90% rule.  The payments to the
Ascension Parish School Board were made after the fiscal year of the allocation and, therefore,
are subject to the 15% carryover limitation.

F-99-ED-EDUC-6 - Inadequate Controls Over Vocational
Education Program

Questioned Costs
84.048 - Vocational Education - Basic Grants to States $0

The SDE did not establish adequate controls to ensure compliance with federal law as it relates
to the Vocational Education - Basic Grants to States (CFDA 84.048) program.  Tests of federal
compliance disclosed the following:

• The individual amounts allocated to all 66 subrecipients of secondary vocational
education funds were incorrect.  The errors ranged from an under allocation of
$24,504 to an over allocation of $14,890 to individual subrecipients, but the
errors did not affect the total program award of $8,837,617.  The Code of Federal
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Regulations [34 CFR 403.112(b)] outlines the formula for distribution of these
funds.

• The department did not require subrecipients to return to the department any
amounts not obligated from the 1997 and 1998 awards.  Federal regulations (34
CFR 403.116) requires a subrecipient to return to the department any amounts
not obligated during a fiscal or program year so that the funds could be
reallocated.

• A test of 12 subrecipient application plans outlining the uses of vocational
education funding disclosed that one plan did not address how the needs of
individuals who are members of special populations will be assessed and how
funds will be used to address those needs, as required by 34 CFR 403.111(b)
and 34 CFR 403.190(a).

• A review of the annual financial status reports (Forms A and B) submitted by the
SDE showed that the accountant did not follow the instructions for preparing the
report.  The accountant appropriately combined secondary and postsecondary
educational expenditures on Form B but reported them all as postsecondary
expenditures instead of secondary expenditures.  Furthermore, the accountant
did not explain on Form A that these expenditures had been combined.
Instructions for the annual financial status report require that when secondary
and postsecondary educational expenditures are combined, they must be shown
as secondary expenditures on Form B and an explanation provided on Form A.

Since management has not implemented the necessary controls and adequately trained its
employees, the department has not complied with federal regulations.

Effective July 1, 1999, the Louisiana Community and Technical College System (LCTCS) has
been designated as the recipient for this program.  The SDE should communicate to the LCTCS
the deficiencies mentioned previously.  The LCTCS should establish adequate controls to
ensure compliance with federal regulations over the Vocational Education - Basic Grants to
States (CFDA 84.048) program.  In addition, the LCTCS should consider the deficiencies
mentioned previously when making future allocations.  Management concurred with the finding
and outlined a plan of corrective action (B-23).
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F-99-ED-EDUC-7 - Unallowable Costs in Special
Education Program

Questioned Costs
Special Education Cluster:
  84.027 - Special Education - Grants to States $136,233

For the third consecutive year, the SDE did not have adequate procedures to ensure that the
department complied with the terms of its Louisiana Special Education State Plan funded by the
Special Education - Grants to States (CFDA 84.027) program.  The Code of Federal
Regulations (34 CFR 80.11) requires the SDE to submit a state plan before receiving this grant
and that the SDE amend the plan whenever necessary to reflect a material change.

The U.S. Department of Education approved the Louisiana Special Education State Plan for the
fiscal years 1994-1996.  This plan was subsequently extended through fiscal year 1999 without
any amendments.  However, it was noted that program costs included support service charges
for all or part of six employee positions not included in the original plan. During the year,
management requested clarification concerning the prior year audit finding.  However, the U.S.
Department of Education did not respond to this request and, subsequently, management did
not amend the state plan.  Therefore, the costs associated with these unapproved employees
totaling $136,233 for the year ended June 30, 1999, are questioned.

The SDE should develop and implement procedures to ensure the Special Education - Grants
to States program is charged for only positions authorized in the Louisiana Special Education
State Plan and that timely amendments are made to the state plan as required by law.  In
addition, the department should confer with the U.S. Department of Education regarding the
resolution of the questioned costs.  Management did not concur with the finding. The Deputy
Superintendent of the Office of Management and Finance stated that the SDE does not believe
the six positions noted previously constitute a material change to the state plan that requires
approval.  Also, amendments to federal law no longer require a state plan to be submitted.  See
management’s response at B-28.

Additional Comments:  OMB Circular A-133 requires all questioned costs in excess of
$10,000 to be reported by the auditor.  In addition, the amendment to federal law referenced
above was not in effect until after the audit period.
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LOUISIANA STATE UNIVERSITY HEALTH
  SCIENCES CENTER (NEW ORLEANS)

F-99-ED-LSUHSCNO-1 - Fraudulent Student Worker
Time Sheets

Questioned Costs
Student Financial Assistance Cluster:
  84.033 - Federal Work-Study Program $3,042

In a report dated May 26, 1999, the Internal Audit Department of the LSU Health Sciences
Center reported that a student worker was paid $4,056 in wages for time not worked.  The
student fraudulently signed the supervisor’s signature to the time sheets and submitted them to
the center.  Seventy-five percent of the wages paid to the student ($3,042) were charged to and
reimbursed from the Federal Work-Study Program (CFDA 84.033) resulting in unallowable
costs.

The internal audit report identified 19 time sheets submitted by a student worker for 713 hours
between July 27, 1998, and May 14, 1999, with fraudulent approval signatures. As a result, the
student was paid for time not worked, and ineligible charges to the Federal Work-Study
Program were reimbursed by the U.S. Department of Education.  The Health Sciences Center
subsequently received restitution from the employee and refunded the U.S. Department of
Education.  The fraudulent transactions were not prevented because the center’s Office of
Financial Aid does not verify the accuracy of time sheets submitted by the student workers, and
the appropriate supervisors are not notified of the hours for which their employees are paid.

The LSU Health Sciences Center should establish procedures that would allow for the
verification of student worker time sheets and the monitoring of wage payments by supervisors.
Management of the LSU Health Sciences Center concurred with the finding and
recommendation and outlined a plan of corrective action (B-62).
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LOUISIANA TECHNICAL COLLEGE, SULLIVAN CAMPUS

F-99-ED-LTCSULL-1 - Improper Administration of the
Ability-to-Benefit Test

Questioned Costs
Student Financial Assistance Cluster:
  84.063 - Federal Pell Grant Program $5,000

The Louisiana Technical College, Sullivan Campus did not properly administer the Federal Pell
Grant Program’s (CFDA 84.063) Ability-to-Benefit Test as required by federal regulations.   Title
34 CFR, Subpart J, Section 668.151 and the Student Financial Aid Handbook, Chapter 2,
Section 1 state that a Student Financial Assistance (SFA) applicant without a high school
diploma or its recognized equivalent can be eligible for SFA funds if he or she passes an
independently administered test used for determining the student’s ability to benefit from
postsecondary education.  Federal regulations further require that the test administrator be
certified by the test publisher, the test not be given by a current or former employee, and the
test be submitted to the test publisher for scoring.  In addition, Title 34 CFR, Section 668.154
states that an institution shall be liable for the Title IV, HEA program funds disbursed to a
student whose eligibility is determined from the Ability-to-Benefit Test, if the institution used a
test administrator who was not independent of the institution at the time the test was given.

In a test of controls of the Federal Pell Grant Program, we determined that the technical college
selected a test administrator who was not certified by the test publisher, who is a former
employee (employed from September 23, 1991 - August 2, 1995), and who scored the test
himself.  The test administrator administered the Ability-to-Benefit Test on October 7, 1998, to
15 students, two of whom (13.3%) received a total of $5,000 in Federal Pell Grant awards.

Failure to comply with the federal regulations could result in the disbursement of federal funds to
an ineligible student and could result in the repayment and/or loss of future Federal Pell Grant
funds.

The Louisiana Technical College, Sullivan Campus should comply with federal regulations by
selecting an independent test administrator certified by the test publisher and should submit the
tests to the test publisher for scoring.  Management concurred with the finding and recommen-
dation and outlined a plan of corrective action (B-67).



LEGISLATIVE AUDITOR

Schedule C

STATE OF LOUISIANA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Federal Award Findings and Questioned Costs (Continued)

111

NORTHWESTERN STATE UNIVERSITY

F-99-ED-NSU-1 - Overaward of Title IV Aid
Questioned Costs

Student Financial Assistance Cluster:
  84.032 - Federal Family Education Loans $10,223

For the second consecutive audit, Northwestern State University disbursed Title IV funds to
various students when those funds together with other financial resources exceeded the cost of
attendance or financial need for each student.  The Code of Federal Regulations [34 CFR
682.604 (h)] discusses criteria for the delivery of Federal Family Education Loans under Title IV.
This section of the CFR states that if, before delivery of the loan, the university learns that the
borrower will receive or has received financial aid for the period of enrollment for which the loan
was made that exceeds the amount of assistance for which the student is eligible, the university
must return the appropriate amount of the undelivered loan to the lender to eliminate the
overaward.

Students are often awarded more than one type of financial assistance, but the actual funds for
each type of assistance are rarely available at the same time for disbursement to the student.
When other types of financial assistance are awarded to a student, the Title IV award should be
reduced to prevent the student from receiving Title IV funds in excess of the student’s need.
The Title IV funds that are not delivered to the student should be returned to the lender.
However, the financial aid director believes that an overaward does not occur unless Title IV
funds in excess of the student’s needs are disbursed to the student after the student has
received other assistance.  This belief creates an overpayment of Title IV funds, which could be
prevented if the other types of assistance were considered before delivery of the Title IV funds
to the student.

Audit procedures conducted for 19 students indicated that six, or 32%, of the students were
awarded $10,223 of Federal Family Education Loans (CFDA 84.032, FFEL) funds in excess of
their financial need.  This amount represents questioned costs, which the grantor agency could
request the university to repay.

Northwestern State University should establish and implement the controls necessary to ensure
that all awards of financial aid for a particular student are considered and any necessary
adjustments are made to the Title IV award before disbursement of the funds to the student.
Management concurred with the finding and recommendation and outlined a plan of corrective
action (B-83).
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F-99-ED-NSU-2 - University Failed to Calculate Refunds
                                  and Repayments

Questioned Costs
Student Financial Assistance Cluster:
  84.032 - Federal Family Education Loans $92,299
  84.038 - Federal Perkins Loan Program - Federal
                    Capital Contributions 6,720
  84.063 - Federal Pell Grant Program     24,513

$123,532

Northwestern State University did not have controls in place to identify Title IV students that
unofficially withdrew from the university, resulting in questioned costs of $123,532.  Title 34 CFR
Part 668.22 states that if a student withdraws, drops out, is expelled, or otherwise fails to
complete the program on or after the first day of class and the student received Title IV, an
institution shall return a portion of a refund (unearned tuition and fees) owed to a student to the
Title IV program.  Furthermore, if the university determines that a student received a direct
disbursement in excess of the living expenses he could have reasonably incurred while still
enrolled, then a portion of the disbursement was not earned and must be repaid by the student
to the Title IV program.  Title 34 CFR Part 682.607 requires an institution to return to the lender
any portion of a refund allocated to the loan program within 60 calendar days from the date the
student withdraws or notifies the institution of his or her withdrawal.

The university provided auditors with a report of all Title IV students that received all Fs or
incomplete grades and documentation of the last day that each student attended class.  The
report included 122 students that unofficially withdrew from the university within the refund
period, but no refund or repayment had previously been calculated for those students.  The
calculation of the refunds and repayments disclosed that the following funds should have been
returned to the federal government:

• $92,299 - Federal Family Education Loans (CFDA 84.032)

• $6,720 - Federal Perkins Loan Program (CFDA 84.038)

• $24,513 - Federal Pell Grant Program (CFDA 84.063)

The grantor agency could request the university to pay to them these questioned costs identified
by the university.

Northwestern State University should establish and implement the controls necessary to
identify, in a timely manner, students that unofficially withdraw from the university.  The
university can then make the applicable calculations to determine if refunds or repayments are
due and the appropriate parties can be notified within the prescribed time frame.  Management
concurred with the finding and recommendation and outlined a plan of corrective action (B-84).
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SOCIAL SERVICES, DEPARTMENT OF

F-99-ED-DSS-3 - Inadequate Control Over Vocational Rehabilitation
                                Grants to States Program

Questioned Costs
84.126 - Rehabilitation Services - Vocational Rehabilitation

Grants to States $0

The Department of Social Services, Division of Rehabilitation Services (LRS), did not maintain
adequate internal control nor did it consistently adhere to its established procedures in the
administration of the Rehabilitation Services - Vocational Rehabilitation Grants to States (CFDA
84.126) program.  OMB Circular A-133, Subpart C, Section 300(b) requires states to establish
internal control over federally funded programs that provides reasonable assurance that the
state is managing federal awards in compliance with laws, regulations, and the provisions of
contracts or grant agreements that could have a material effect on each of its federal programs.

Review of Internal Controls

Interviews with LRS management and staff disclosed the following:

1. Management was unable to effectively monitor the program’s obligations
and expenditures for comparison to the budget.  The LRS central office
failed to perform oversight monitoring of the regional offices and,
therefore, the regional offices did not timely enter obligations into the
accounting (BRIS) system.  Management’s failure to adequately oversee
regional office operations and the regional offices’ failure to timely enter
obligations caused an unexpected fiscal situation that required LRS to
seek additional funding and to cut services to clients.

2. Management disclosed that three counselors (one in Monroe and two in
Alexandria) served clients to which they were related.  This situation
could impede an impartial judgment of severity of disability and affect
decisions on services that LRS should provide.  Management should
obtain an opinion from the Board of Ethics to determine whether this
practice is a violation of Louisiana law.

3. There is a lack of segregation of duties in certain regional offices.  Some
rehabilitation counselors have incompatible duties in that they authorize
services and have access to the BRIS system to both obligate the funds
and process payments to service providers and clients.
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Review of Client Files

• 29 USC 722(a)(5)(A) (Chapter 16 - Vocational Rehabilitation and Other
Rehabilitation Services) and LRS Policy and Procedures Manual, Section on
“Eligibility and Ineligibility Decisions” require that eligibility be determined within a
reasonable time not to exceed 60 days after application by client.  An extension
beyond the 60-day time frame requires the client’s agreement.  Two of 20 cases
(10%) examined failed to document the extension of the 60-day determination
and to obtain the client’s consent to such extension.  This exception has occurred
for the second consecutive year.

These conditions occurred because management did not adequately monitor LRS program
operations to ensure that employees followed established policies and procedures.  Failure to
follow established policies and procedures that have been developed in accordance with laws
and regulations could result in unallowable or unauthorized payments and increases the risk of
theft or fraud.

We acknowledge that LRS has begun implementation of corrective measures to address the
weaknesses noted in this finding.  These corrective measures should include detailed, written
policies and procedures that allow for the proper and efficient administration of funds in
accordance with all authorizing statutes.  Management concurred in part with the finding and
outlined plans of corrective action.  Management maintains that there is proper segregation of
duties between rehabilitation counsel or associates and rehabilitation counselors (B-106).

Additional Comments:  Audit procedures disclosed that some rehabilitation counselors could
authorize services, enter obligations, and process payments.  Management should restrict BRIS
access for counselors to reduce the risk that errors or fraud could occur and not be detected in
a timely manner.
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UNIVERSITY OF NEW ORLEANS

F-99-ED-UNO-1 - Failure to Perform Due Diligence
Collection Procedures

Questioned Costs
Student Financial Assistance Cluster:
  84.038 - Federal Perkins Loan Program -

Federal Capital Contributions $1,626,066

The University of New Orleans did not perform due diligence collection procedures over all of its
defaulted loans for the Perkins Loan Program (CFDA 84.038).  The Code of Federal
Regulations, 34 CFR Part 674.45, requires a series of intensive collection efforts, including
litigation, to recover amounts owed from defaulted borrowers who do not respond satisfactorily
to the demands routinely made as part of the institution’s billing procedures.  The university did
not perform these intensive collection efforts for 881 out of 918 (96%) defaulted loans.  Total
receivables at June 30, 1999, for the 881 defaulted loans were $1,626,066.

These conditions occurred because management did not allocate sufficient resources to
develop and implement due diligence collection procedures in accordance with federal
requirements.   Management concentrated its collection efforts on those loans that affect the
current cohort default rate, which represents the percentage of those current and former
students who enter repayment status in the previous award year and who default before the end
of the current year.  In addition to noncompliance with federal regulations, failure to develop and
implement procedures to pursue collection of all defaulted Perkins Loans diminishes the
chances of collection and reduces the funds available for additional loans to other students.

Management should develop and implement the necessary procedures and allocate sufficient
resources to comply with collection requirements imposed by federal regulations.  Management
concurred with our finding and recommendation and has outlined a plan of corrective action
(B-152).
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SUMMARY OF FINDINGS
FROM OTHER EXTERNAL AUDITORS
FOR THE YEAR ENDED JUNE 30, 1999

SOUTHERN UNIVERSITY AND A&M COLLEGE
  (BATON ROUGE)

Independent auditors performed an audit of the Southern University and A&M College (Baton
Rouge) federal award programs for the year ended June 30, 1999, and have issued their report
thereon dated November 19, 1999. The following findings were presented in their report.

F-99-ED-SUBR-1 - Federal Work-Study Program
Questioned Costs

Student Financial Assistance Cluster: Cannot determine
  84.033 - Federal Work-Study Program

The university is currently conducting an investigation of the receipt of Federal Work-Study
funds by ineligible individuals.  At the time of the audit, the investigation had not been completed
and the auditors were unable to obtain information regarding the methodology used and the
extent of Federal Work-Study funds received by ineligible individuals.  The auditors were unable
to determine the amount of questioned costs.

The auditors indicated that the university has not maintained an adequate system of internal
control to ensure compliance with federal regulations.  OMB Circular A-133 Compliance
Supplement Part 5, Student Financial Assistance Programs, Section III, Part E - Eligibility
specifies the eligibility requirements for students to receive Federal Work-Study funds.

The auditors recommended that management of the university complete the investigation and
report the related results and proposed corrective action to federal officials and the Legislative
Auditor.  See management’s response at B-124.

F-99-ED-SUBR-2 - Satisfactory Academic Progress
Questioned Costs

Student Financial Assistance Cluster:
  84.063 - Federal Pell Grant Program $4,500

Two students out of 70 tested were awarded and received financial aid, although the students
did not meet the university’s standards for achieving satisfactory academic progress, resulting in
questioned costs of $4,500. This is the fourth consecutive year a finding of this nature has been
reported.
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Title 34 CFR Section 668.32 stipulates that students participating in Title IV Federal Financial
Aid programs must be maintaining satisfactory progress in the course of study he or she is
pursuing according to the standards and practices of that institution. OMB Circular A-133
Compliance Supplement, Part 5, Appendix A, Student Financial Assistance - Student Eligibility
Compliance Requirement Number 6 stipulates that a student must maintain good standing or
satisfactory academic progress.

The auditors recommended that the university adhere to established policies and procedures
and monitor the academic standing of all students before awarding student financial aid. See
management’s response at B-125.

SOUTHERN UNIVERSITY AT NEW ORLEANS

Independent auditors performed an audit of the Southern University at New Orleans federal
award programs for the year ended June 30, 1999, and have issued their report thereon dated
November 19, 1999. The following findings were presented in their report:

F-99-ED-SUNO-1 - Aid Exceeded Documented Need
Questioned Costs

Student Financial Assistance Cluster:
  84.032 - Federal Family Education Loans $1,143

One student out of 70 tested received financial aid in excess of the student’s documented need.
The university did not properly monitor the awarding and disbursing of financial aid to the
student, resulting in questioned costs of $1,143.

OMB Circular A-133 Compliance Supplement, Part 5, Section E (Eligibility) and Title IV
regulations specify that the annual award should be calculated based upon certain factors and
coordinated among all programs to ensure that the total aid is not awarded in excess of the
student’s financial need.

The auditors recommended that the university adhere to established procedures and ensure
that the total financial aid received by students does not exceed their documented need. See
management’s response at B-128.
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F-99-ED-SUNO-2 - Student Credit Balances
Questioned Costs

Student Financial Assistance Cluster: $0
  84.007 - Federal Supplemental
                   Educational Opportunity Grants
  84.032 - Federal Family Education Loans
  84.033 - Federal Work-Study Program
  84.063 - Federal Pell Grant Program
  84.268 - Federal Direct Loan

Seven out of 40 student credit balances were not refunded within the required 14-day period.
Subsequent to the June 30, 1999, audit, the auditors also noted that the university experienced
computer problems that delayed the refunding of student credit balances significantly past the
required 14-day period.

OMB Circular A-133 Compliance Supplement, Part 5, Student Financial Assistance Programs,
Section III, Part N - Special Tests and Provisions stipulates that disbursements to students must
be made in accordance with the required time frames. Title 34 CFR 668.164E specifies that
whenever a school credits student financial aid (SFA) program funds to a student’s account, and
those funds exceed the student’s allowable charges, an SFA credit balance occurs. The school
must pay the credit balance to the student as soon as possible, but no later than 14 days after
the later of the date the balance occurred on the student’s account or the first day of classes of
the payment period.

The auditors recommended that management of the university take immediate steps to ensure
SFA student credit balances are properly disbursed in accordance with the required time frame.
See management’s response at B-129.

F-99-ED-SUNO-3 - Federal Perkins Loan
Questioned Costs

Student Financial Assistance Cluster: $0
  84.038 - Federal Perkins Loan Program -
                     Federal Capital Contributions

Approximately $9,000 in Perkins loan repayments was erroneously deposited into the general
operating cash account. In addition, management of the university did not calculate and return
any of the collections to either the U.S. Department of Education or the university.

OMB Circular A-133 Compliance Supplement Part 5, Student Financial Assistance Programs,
Section III, Compliance Requirements J and N stipulate that the institution must maintain a
separate revolving fund for the Federal Perkins Loan Program with such principal and interest
repayments being reinvested in the fund.  Title 34 CFR Section 668.166 stipulates that
collections received by an institution for a discontinued Federal Perkins Loan Program must be
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returned to the U.S. Department of Education and the institution using a formula prescribed by
the U.S. Department of Education.

The auditors recommended that management of the university take immediate steps to transfer
the funds to the proper cash account.  In addition, the repayments of federal and institutional
capital contributions should be performed immediately.  See management’s response at B-130.

F-99-ED-SUNO-4 - Student Account Histories
Questioned Costs

Student Financial Assistance Cluster: $0
  84.007 - Federal Supplemental
                   Educational Opportunity Grants
  84.032 - Federal Family Education Loans
  84.033 - Federal Work-Study Program
  84.063 - Federal Pell Grant Program
  84.268 - Federal Direct Loan

Seventy student account histories tested had either inaccurate dates or inaccurate student
financial aid amounts. As such, the auditors performed other auditing procedures to support the
compliance of the university with the special tests and provisions compliance requirements for
disbursements of student financial aid to or on behalf of students.

OMB Circular A-133 Compliance Supplement, Part 5, Student Financial Assistance Programs,
Section III, Part N - Special Tests and Provisions - Disbursements to or on Behalf of Students
stipulates certain time periods that student financial aid funds must be credited to a student’s
account.

The auditors recommended that management of the university take immediate steps to correct
the noted conditions and to ensure that student financial aid data are properly recorded to the
students’ accounts in the future.  See management’s response at B-131.
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SOUTHERN UNIVERSITY AT SHREVEPORT-BOSSIER CITY

Independent auditors performed an audit of the Southern University at Shreveport-Bossier City
federal award programs for the year ended June 30, 1999, and have issued their report thereon
dated November 19, 1999. The following findings were presented in their report:

F-99-ED-SUSH-1 - Satisfactory Academic Progress
Questioned Costs

Student Financial Assistance Cluster:
  84.007 - Federal Supplemental Educational
                   Opportunity Grants $100
  84.063 - Federal Pell Grant Program   8,250

$8,350

Three students out of 60 tested were awarded and received financial aid although the students
did not meet the university’s standards for achieving satisfactory academic progress.

Title 34 CFR Section 668.32 stipulates that students participating in Title IV Federal Financial
Aid programs must be maintaining satisfactory progress in the course of study he or she is
pursuing according to the standards and practices of that institution to receive student financial
aid.  OMB Circular A-133 Compliance Supplement, Part 5, Appendix A, Student Financial
Assistance - Student Eligibility Compliance Requirement Number 6 stipulates that a student
must maintain good standing or satisfactory progress.

The auditors recommended that the university adhere to established policies and procedures
and monitor the academic standing of all students before awarding student financial aid. See
management’s response at B-141.

F-99-ED-SUSH-2 - Student Credit Balances
Questioned Costs

Student Financial Assistance Cluster: $0
  84.007 - Federal Supplemental Educational
                  Opportunity Grants
  84.032 - Federal Family Education Loans
  84.033 - Federal Work-Study Program
  84.063 - Federal Pell Grant Program
  84.268 - Federal Direct Loan

Fifty-seven out of 60 students tested had student financial assistance credit balances, but the
university did not refund the credit balances to the students within the required 14-day period.

OMB Circular A-133 Compliance Supplement, Part 5, Student Financial Assistance Programs,
Section III, Part N - Special Tests and Provisions stipulates that disbursements to students must



LEGISLATIVE AUDITOR

Schedule C

STATE OF LOUISIANA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Federal Award Findings and Questioned Costs (Continued)

121

be made in accordance with required time frames. Title 34 CFR 668.164E specifies that
whenever a school credits Student Financial Aid program funds to a student’s account, and
those funds exceed the student’s allowable charges, a Student Financial Aid credit balance
occurs. The school must pay the credit balance to the student as soon as possible, but no later
than 14 days after the later of the date the balance occurred on the student’s account or the first
day of classes of the payment period.

The auditors recommended that management of the university take immediate steps to ensure
that students receive their credit balance refund checks as required by Title IV regulations.  See
management’s response at B-142.

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

EDUCATION, DEPARTMENT OF

F-99-HHS-EDUC-8 - Inadequate Collection Procedures
Questioned Costs

Child Care Cluster:
  93.575 - Child Care and Development Block Grant $0

The state Department of Education (SDE) has not adequately pursued the collection of
questioned costs from subrecipients related to a prior year audit finding titled “Inadequate
Controls Over the Church-Based Tutorial Network.”  Prudent business practice dictates that
management make every effort to collect, in a timely manner, all monies due to the department.
The prior year report noted that the SDE expended $406,587 of state funds and $51,788 of
federal funds from the Child Care and Development Block Grant (CFDA 93.575) to reimburse
program subrecipients for payroll taxes. These payments were made without verifying that the
reimbursement claims were supported by actual expenditures.

In response to the prior year finding, management stated that program staff in cooperation with
the internal auditors were in the process of recovering payroll taxes paid in error.  Subsequently,
the SDE wrote letters on March 19, 1999, to request that the 195 subrecipients either provide
documentation to support the payroll tax reimbursements or pay back these amounts.  These
letters gave the subrecipients a deadline of April 30, 1999, to respond.  However, the SDE did
not follow up for those subrecipients that did not respond during the remainder of the fiscal year.
Consequently, for those subrecipients that did not respond, the SDE cannot determine whether
the remaining amounts totaling $153,382 of state funds and $22,245 of federal funds were
spent for allowable costs.  Also, the SDE has not sought timely recovery of these funds.
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The SDE should immediately follow up on those subrecipients that did not respond to the SDE’s
March 19, 1999, letter and request them to either provide documentation to support the payroll
tax reimbursements or pay back those questioned amounts.  Management did not concur with
the finding.  The Deputy Superintendent of the Office of Management and Finance stated that
collection procedures are in place, and the SDE is continuing to pursue collection.  See
management’s response at B-15.

F-99-HHS-EDUC-9 - Inadequate Controls in
Starting Points Program

Questioned Costs
Child Care Cluster:
  93.575 - Child Care and Development Block Grant $0

The SDE did not establish adequate internal controls to ensure compliance with certain terms of
its Child Care and Development Block Grant contract with the Department of Social Services
(DSS), Office of Family Support.  DSS is the recipient of Child Care and Development Block
Grant funds (CFDA 93.575) and contracts with SDE to administer these funds through the
Starting Points program.  Contract terms direct the SDE to monitor all subrecipient program
sites receiving Starting Points funds at least every other year, to expend funds in a manner
consistent with the major budget categories in the contract, and to submit final invoices to DSS
within 15 days after termination of the contract on June 30, 1999. The SDE did not comply with
contract requirements as follows:

• In a test of 29 Starting Points program sites, the SDE had not monitored 11 sites
within the last two years.

• While the SDE did not overspend the contract budget in total, they overspent
three of eight lines of the contract budget for a total of $17,262.

• The SDE expended program funds totaling $1,618,634 after July 15, 1999, the
date on which the final invoice was due to DSS.

Management has not placed sufficient emphasis on compliance with the DSS contract terms.
Furthermore, program responsibilities were decentralized with no one employee or section
charged with overseeing compliance with the contract.  As a result, the SDE cannot provide
assurance that Child Care and Development Block Grant funds were used efficiently and
effectively to promote program goals and noncompliance with the DSS contract exists.

The SDE should develop and implement adequate internal controls to ensure compliance with
the terms of the DSS contract.  Management partially concurred with the finding. The SDE did
not agree with the part of the finding relating to program responsibilities, and further stated that
the Division of Student Standards and Assessments handled programmatic responsibilities for
the contract, and the Office of Management and Finance was assigned fiscal responsibility.
See management’s response at B-19.
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Additional Comments:  As part of the audit process, we interviewed several employees in the
Office of Management and Finance and were unable to determine who was responsible for
monitoring the contract.

HEALTH AND HOSPITALS, DEPARTMENT OF

F-99-HHS-DHH-2 - Failure to Reimburse Federal Share
                                    of Provider Overpayments

Questioned Costs
Medicaid Cluster:
  93.778 - Medical Assistance Program $1,879,560

For the third consecutive audit, the Department of Health and Hospitals (DHH) understated the
balance of provider overpayments in the Medical Assistance Program (CFDA 93.778, Medicaid)
by $2,674,008 and failed to return an estimated $1,879,560 in federal financial participation
(FFP) for this overpayment to the Health Care Financing Administration (HCFA).  The Code of
Federal Regulations (42 CFR 433.300-433.320) requires that in most cases states are to refund
the federal share of identified provider overpayments to the federal government within 60 days
of the identification of the overpayment, regardless of whether the overpayment was collected
from the provider.

Some provider overpayments are identified by the Louisiana Attorney General (AG) who
prosecutes Medicaid providers suspected of committing fraud in the program.  When the court
enters a judgment against a provider, the AG maintains the account and monitors the collection
of the outstanding balance.  Once the judgment is entered and the balance owed by the
provider is determined, DHH is responsible for reporting the balance and returning the FFP.
Our audit of identified provider overpayments disclosed one account maintained by the AG that
had not been reported by the department, even though the judgment was entered on July 28,
1998.  The total of this account balance at June 30, 1999, is $2,674,008, and the FFP that
should have been returned was $1,879,560.

This condition occurred because DHH management has not ensured that balances reported by
the department are accurate and that accounts maintained at DHH are reconciled with the AG
accounts and reported accurately.  Because DHH did not accurately report provider
overpayments, the department has not complied with federal regulations that require a refund to
the federal government within 60 days and has incurred questioned costs of $1,879,560.
Furthermore, the state’s Cash Management Improvement Act agreement with the federal
government requires that the state pay an interest penalty when excess federal funds are kept
on hand.  Failure to remit the funds to the federal government within 60 days may cause DHH to
incur an interest liability to the federal government for up to $73,000.
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DHH should establish controls to ensure that accounts maintained by the AG are reconciled
with reports at DHH and that the federal share of these payments is returned in accordance with
federal regulations.  Management concurred that the overpayment was not recorded and
reported timely.  However, management believes that proper reconciliation controls and
procedures have been developed as noted in the prior-year corrective action plan.  See
management’s response at B-38.

F-99-HHS-DHH-3 - Medicaid Provider Enrollment Procedures
                                     Not Always Followed

Questioned Costs
Medicaid Cluster:
  93.778 - Medical Assistance Program $0

For the second consecutive year, DHH has not enrolled providers in the Medical Assistance
Program (CFDA 93.778, Medicaid) in accordance with federal and state laws and regulations
and departmental policies and procedures.  To participate in the Medicaid Program and receive
Medicaid payments, providers of medical services must be licensed in accordance with federal,
state, and local laws and regulations and certain providers must submit various other forms
required by DHH.

DHH’s computer database of providers contains approximately 30,000 doctors, laboratories,
pharmacies, et cetera.  These providers are eligible to provide medical services but may or may
not have actually provided any services to Medicaid recipients.  Our review of 40 provider files
disclosed the following:

1. Thirty-five providers’ files did not include a copy of their licenses.  DHH verbally
confirmed that 12 of the 35 providers were licensed through their respective state
licensing boards.  The remaining 23 provider files did not contain any
documentation that the providers were licensed.

2. One provider was no longer licensed; the license had been expired since 1977.
No payments were made to this provider in calendar year 1998.

3. Eleven providers were required to submit an OFS 24 form, which describes
laboratory or diagnostic equipment required to perform in-office laboratory or
diagnostic services.  One provider’s file did not include the form.

Unless all required documents are received and the provider eligibility file is current, DHH may
make payments on behalf of Medicaid recipients to providers who do not qualify to participate in
the program.  Failure to ensure that providers meet federal and state requirements may result in
overpayments to providers and/or disallowances of charges to the Medicaid Program.
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DHH should review its provider enrollment process and establish formal written guidelines that
specify the required levels of documentation for enrollment.  In addition, DHH should establish
procedures that will identify providers who are no longer licensed and will ensure their timely
removal from the active list of Medicaid Program providers.  Management concurred with the
finding and recommendation and outlined a plan of corrective action (B-39).

LABOR, DEPARTMENT OF

F-99-HHS-LABR-7 - Inadequate Monitoring Procedures for
                                     Community Services Block Grant

Questioned Costs
93.569 - Community Services Block Grant $0

The Louisiana Department of Labor did not ensure that questioned and disallowed costs for
Community Services Block Grant (CSBG) (CFDA 93.569) subrecipients were adequately
reported, tracked, and resolved, as part of its monitoring procedures.  The department
distributed approximately $11 million to CSBG subrecipients during the fiscal year.  Section 678
of the CSBG Act provides that states must conduct on-site reviews of subrecipients.  If the state
determines that a subrecipient fails to comply with applicable program requirements and
agreements, the state shall inform and require the subrecipients to correct the deficiency.

The monitoring records for eight of the department’s 43 CSBG subrecipients were reviewed and
disclosed the following:

• Program monitors did not identify and resolve questioned costs in a timely
fashion.  Final determinations on six transactions questioned by monitors totaling
$25,053 were not made until after the grant funds’ period of availability had
expired.  Of this amount, $1,547 has not been collected from subrecipients and
$9,068 has not been resolved as of the audit test date.  In addition, the proper
disposition of repaid disallowed costs totaling $3,162 was not communicated to
the CSBG accountant and, therefore, was not properly returned to the federal
grantor.

• Program monitors and their supervisors were not consistent in making decisions
and documenting approval to allow or disallow questioned program costs.
Questioned costs totaling $19,707 were allowed and questioned costs totaling
$10,815 were not allowed for similar monitoring exceptions.  In addition, monitors
did not always require corrective action plans from subrecipients for deficiencies
or conduct follow-up reviews to ensure that deficiencies had been corrected.

The department does not have adequate written procedures for reporting, tracking, and
resolving questioned and disallowed costs reported by CSBG monitors.  In addition, program
monitors are not adequately supervised.  As a result, there is an increased risk that
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subrecipients will not comply with laws and regulations applicable to the CSBG program.
Failure to identify and collect disallowed CSBG program costs before the period of availability
expires may result in the state losing these funds.

The department should ensure that its monitoring findings with questioned and disallowed costs
for CSBG (CFDA 93.569) subrecipients are adequately reported, tracked, and resolved, as part
of its monitoring procedures.  Management concurred in part with the finding and outlined a plan
of corrective action (B-53).

SOCIAL SERVICES, DEPARTMENT OF

F-99-HHS-DSS-4 - Child Support Enforcement Program - Untimely
                                    Obligation of Non-Custodial Parents

Questioned Costs
93.563 - Child Support Enforcement $0

The Department of Social Services, Office of Family Support (OFS), did not consistently adhere
to its established procedures in the administration of the Child Support Enforcement (CFDA
93.563) program.  45 CFR 303.4 requires the non-federal agency to use appropriate state
statutes and legal processes in establishing the support obligation within 90 calendar days of
locating the non-custodial parent.  The audit of the Child Support Enforcement program
disclosed that in three of 30 cases (10%) examined, the service of process necessary to
establish a support obligation was not completed within 90 calendar days of locating the non-
custodial parent.  One case took 446 days to begin the process to establish an obligation, while
the other two cases took 282 and 666 days.

These conditions may be attributed to an inadequate monitoring system to detect when
necessary actions are required on a case.  Failure to follow prescribed regulations may result in
children being without the proper support for extended periods of time and increased enrollment
in welfare programs.

OFS should immediately require all support enforcement staff to comply with the established
regulations by establishing the support obligations or documenting the unsuccessful attempts to
comply.  Management concurred with the finding and recommendation and outlined a plan of
corrective action (B-92).
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F-99-HHS-DSS-5 - Inadequate Control and Insufficient Corrective
                                   Action Regarding Vendor Reimbursements

Questioned Costs
93.556 - Family Preservation and Support Services $1,493
93.658 - Foster Care - Title IV-E 1,884
93.667 - Social Services Block Grant      226

 $3,603

The Department of Social Services, Office of Community Services (OCS), has not established
adequate internal control over the vendor reimbursements processed through its Transaction,
Information, and Payment System (TIPS) to ensure that assets are safeguarded against loss or
theft.  In addition, the department took insufficient and untimely actions in determining the
magnitude of misappropriated assets.  An adequate system of internal control should include
the proper segregation of duties, an effective review function, and appropriate control
procedures to ensure the safeguard of assets.

Control Weaknesses

Interviews of the OCS staff at the state and regional (East Baton Rouge Parish) levels
disclosed the following:

• Inadequate segregation of duties exists in the Foster Care - Title IV-E
program.  Caseworker assistants are allowed to shop for the children and
also have the capability to input requests for vendor reimbursements
(TIPS 212).

• Inadequate review and approval procedures exist for the TIPS 212
documents and the service authorizations.  TIPS is not designed for on-
line approvals; therefore, supervisors must manually approve all TIPS
212 documents and service authorizations.  Caseworker assistants then
input all information into TIPS.  Input validation procedures at the
parish/regional office level do not include a comparison of input to source
documents to ensure that all transactions were properly authorized.

• Inadequate security and accountability over the TIPS 212 documents
exists at the parish/regional office.  The TIPS 212 documents are stored
in the supply room with open access to all parish/regional employees.
There is no accounting for the numerical sequence of the TIPS 212
documents.

• OCS does not require the foster parent to sign an itemized invoice
acknowledging receipt of purchases on behalf of the foster child.
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• Before August 1999, OCS did not require vendors to identify OCS
employees by their state identification cards before purchases.  Even
though the new policy requires employees to present state identification
cards, OCS does not notify vendors of employees that are authorized to
purchase goods on behalf of the department.

• TIPS does not provide adequate preventative measures, such as
computer generated warnings, reports, or rejection edits, to prevent
overspending of maximum allowances in certain client service codes.

• In January 1999, the department’s Office of Management and Finance
(OMF) transferred the TIPS 212 review function to OCS in an effort to
improve the effectiveness of the function.  However, this reassignment
created a lack of segregation of duties within the OCS Information
Management Unit.  This unit is now responsible for authorizing, entering,
and reviewing TIPS transactions, as well as authorizing TIPS computer
program changes, testing and user sign-off, addition or modification of
provider records, addition of worker records, and modification of security
access.

Insufficient Corrective Action

Failure to establish adequate internal controls resulted in the alleged misappropriation of
assets and falsification of department documents by two caseworker assistants who
were responsible for shopping and inputting TIPS 212 documents.  Interviews of OCS
management disclosed the following:

• OCS management failed to adequately address and timely implement
corrective action.  OCS now requires employees to identify themselves to
vendors using their state identification card before purchases.  This
corrective action was implemented in August 1999, nearly one year after
the discovery of the alleged fraud.  Furthermore, the transfer of
responsibility for reviewing the TIPS 212 from OMF to OCS to improve
the effectiveness of the review function was not made until three months
after the discovery.

• OCS management failed to assess the risk and magnitude of the alleged
theft.  The department did not expand the investigation to determine the
time frame or full dollar amount of the misappropriations.  Instead, the
department sought only to support a personnel action for dismissal for
cause.  In addition, the department did not determine if other employees
of the East Baton Rouge Parish office or other OCS offices had
perpetrated similar abuses.
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• OCS management failed to notify and request assistance from either the
Fraud and Recovery or the Internal Audit sections within the department
to investigate the alleged theft at the East Baton Rouge Parish/Regional
office.

• OCS management failed to seek restitution from the employees involved
in the alleged theft.  Based on information provided by the supervisors,
the internal investigation disclosed $5,365 in questionable transactions.
According to the department’s legal counsel, the matter has been referred
to the District Attorney’s Office.

• OCS management failed to determine the funding sources of the
fraudulent transactions and refund the federal government its portion of
the costs.  Questioned costs have been identified as follows:  Foster
Care - Title IV-E (CFDA 93.658), $1,884; Family Preservation and
Support Services (CFDA 93.556), $1,493; and Social Services Block
Grant (CFDA 93.667), $226.

These conditions occurred because management did not adequately assess risk in Foster Care
and TIPS program operations and develop policies and procedures that would reduce that risk
to an acceptable level.  Management also did not address control weaknesses in a timely
manner when those weaknesses were discovered.

The department should adequately assess areas of risk in the operation of each program, then
establish and implement internal control procedures to ensure that department employees
comply with all established regulations and that department assets are safeguarded from loss or
theft.  Management should take timely action to re-assess risk and change those procedures
when control weaknesses are identified.  Management concurred with the “Control
Weaknesses” portion of the finding and outlined plans of corrective action.  Management did not
concur that insufficient corrective action was taken after discovery of the theft.  Management
noted that policy changes were delayed by several factors including, but not limited to, Y2K
mandated initiatives, multiple concurrent legislative audit requests, and responses arising from
the legislative session.  Management considered its investigation of the caseworkers sufficient,
with the likelihood of recoupment from the former employees to be remote.  Further
investigation, including identification of the total dollar amount misappropriated, is considered a
criminal matter that can be handled by the district attorney.  See management’s response at
B-94.

Additional Comments:  Although management has numerous responsibilities, management
should strive to establish and implement internal control procedures in a timely manner to
safeguard assets from future loss or theft when weaknesses in internal controls are identified.
In addition, the department paid the two employees that misappropriated funds over $4,000 in
annual leave benefits upon their termination.  Management should consider Louisiana Revised
Statute 42:1461, which states that employees of state government are obligated not to
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misappropriate, misuse, or otherwise wrongfully take any funds under the control of the public
entity in which they are employed.  A breach of this obligation can give rise to an action in favor
of the public entity for the recovery of any such funds and this action is prescribed by ten years,
reckoning from the date the breach occurred.

F-99-HHS-DSS-6 - Inadequate Control Over Temporary
                                   Assistance for Needy Families Program

Questioned Costs
93.558 - Temporary Assistance for Needy Families $0

The Department of Social Services, Office of Family Support (OFS), does not have adequate
internal control to ensure compliance with grant regulations in the administration of the
Temporary Assistance for Needy Families (TANF) (CFDA 93.558).  OFS uses the TANF
program funds to operate two programs titled “Family Independence Temporary Assistance
Program” (FITAP) and “Family Independence Work Program” (FIND Work).  OMB Circular
A-133, Subpart C, Section 300(b) requires states to establish internal control over federally
funded programs that provides reasonable assurance that the state is managing federal awards
in compliance with laws, regulations, and the provisions of contracts or grant agreements that
could have a material effect on each of its federal programs.

The audit of the TANF program disclosed the following conditions:

• In two of 31 cases (6%) examined, documentation was not sufficient to verify
citizenship of the members of the assistance unit (family).  8 USCS 1612 and
1613 requires recipients of federal funds to be U.S. citizens or qualified aliens.

• In nine of 31 cases (29%) examined, school attendance was not verified for
school age children during the six months before re-certification or was not
monitored monthly for children with excessive absences.  Louisiana Revised
Statute 46:231.3 and the TANF State Plan require recipients to provide
documentation as part of the re-certification process that any school age child
receiving payments has not been absent without cause from school for more
than 15 school days during the previous six months.  Where there are excessive
absences, school attendance should be monitored monthly until attendance
requirements are met.

• In seven of 31 cases (23%) examined, the client did not meet the weekly
minimum number of work activity participation hours or documentation in the
FIND Work file and computer database (JAS) was not sufficient to make that
determination.  Also, documentation was not sufficient to determine if the case
manager verified work activity hours.  Mandatory work requirements are required
by 42 USCS 607.
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• In five of 31 cases (16%) examined, client information in the L’AMI database did
not agree with the documentation in the client’s FITAP file.

• In five of 31 cases (16%) examined, client information in the JAS database did
not agree with the documentation in the client’s FIND Work file and/or the L’AMI
database.  Data from JAS and L’AMI are used in preparing federal data and
financial reports.

• The TANF PMS 272 financial report for the quarter ended March 31, 1999, for
the federal fiscal year 1996-97 grant award was overstated by $6,750,850.  After
notification of the error by the auditor in June, the accountant corrected the error
on the PMS 272 for the quarter ended June 30, 1999.

These conditions can be attributed to insufficient emphasis on internal control by management
and employees.  Failure to establish and follow adequate control procedures can result in
penalties for inaccurate data and financial reporting or ineligible recipients.

Management should require all employees to adhere to federal and state regulations and
established procedures in the administration of the TANF program.  Although management’s
response included some exceptions and comments, management concurred with the finding
and recommendation and outlined a plan of corrective action (B-101).

F-99-HHS-DSS-7 - Untimely Eligibility Re-Determinations and
                                    Re-Certifications in the Foster Care Program

Questioned Costs
93.658 - Foster Care - Title IV-E $0

For the third consecutive year, the Department of Social Services, Office of Community
Services (OCS), did not consistently adhere to its established procedures in the administration
of the Foster Care - Title IV-E (CFDA 93.658) program.  The U.S. Department of Health and
Human Services Program Instruction #89-05 for the foster care maintenance program requires
eligibility re-determinations every six months and requires that states be able to show that a
child continues to meet the eligibility requirements.  The OCS Program Policy Manual requires a
re-certification study of each foster family home and specialized family foster home six months
after the initial certification and annually thereafter.  The audit of the Foster Care - Title IV-E
program disclosed the following conditions:
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• Two of 40 cases (5%) examined were not re-determined eligible for foster care
within the six-month time frame.  The two cases exceeded the six-month time
frame by two months and nine months.

• Four of 40 foster homes or residential facilities (10%) were not re-certified within
one year.  Two of the homes or residential facilities exceeded the re-certification
period by 7 months, while one home exceed the re-certification period by 20
months.  One home had no certification documentation in the file.

These conditions may be attributed to poor record-keeping practices, poor coordination between
staff in processing documentation required to determine continuing eligibility, and an inadequate
monitoring system to detect foster care homes that require re-certification.  Failure to follow
prescribed procedures could result in unallowable payments or the placement of clients in
unsuitable or unsafe environments.  The federal government could require OCS to reimburse
the federal government for the federal share of payments made for ineligible children, foster
homes, or residential facilities.

OCS should require all foster care workers to adhere to the established procedures by
coordinating the timely dissemination and processing of documentation required for
re-determining client eligibility and monitoring the timely re-certification of foster care homes.
Management concurred with the finding and recommendation and outlined a plan of corrective
action (B-118).
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Page No.

EDUCATION, DEPARTMENT OF
Inadequate Controls for Federal Cash Management......................................................... 103
Inadequate Controls Over Data in the Minimum
  Foundation Program ......................................................................................................... 12
Unallowable Costs in Special Education Program............................................................. 108

EXECUTIVE DEPARTMENT
Inadequate Fund Balance - Patients’ Compensation Fund ................................................. 19
Inadequate Subrecipient Monitoring ................................................................................... 97

EXECUTIVE DEPARTMENT - STATEWIDE FINDINGS
Improper Use of Nonrecurring Revenue ............................................................................. 18
Inconsistent Billing of Insurance Premiums......................................................................... 72
Ineffective Internal Audit Function....................................................................................... 47
Noncompliance With State’s Movable Property Regulations............................................... 21

HEALTH AND HOSPITALS, DEPARTMENT OF
Audits of Federal Subrecipients and State Contractors
  Not Obtained and Findings Not Resolved Timely.............................................................. 75
Failure to Reimburse Federal Share of
  Provider Overpayments .................................................................................................. 123
Medicaid Provider Enrollment Procedures
  Not Always Followed ...................................................................................................... 124

LABOR, DEPARTMENT OF
Improper Charging of Payroll Expenditures to Federal Programs ....................................... 77
Inadequate Control Over On-Site Monitoring of
  JTPA Subrecipients .......................................................................................................... 90

MEDICAL CENTER OF LOUISIANA AT NEW ORLEANS
Electronic Data Processing Control Weaknesses ............................................................... 52
Inaccurate Patient Charges ................................................................................................ 52

NATURAL RESOURCES, DEPARTMENT OF
Mineral Income Incorrectly Recorded in Accounting Records ............................................. 54

NORTHWESTERN STATE UNIVERSITY
Overaward of Title IV Aid .................................................................................................. 111
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Page No.

PUBLIC SAFETY AND CORRECTIONS -
  CORRECTIONS SERVICES, DEPARTMENT OF
Wardens of Louisiana State Penitentiary and
  Dixon Correctional Institute Do Not
  Live on Prison Grounds .................................................................................................... 55

RISK MANAGEMENT, OFFICE OF
Overstatement of Reserves for Claim Payments................................................................. 35

SOCIAL SERVICES, DEPARTMENT OF
Inadequate Control Over Vocational Rehabilitation
  Grants to States Program ............................................................................................... 113
Inadequate Monitoring of Federal Subrecipients
  and State Contractors....................................................................................................... 81
Untimely Eligibility Re-Determinations and Re-Certifications
  in the Foster Care Program ............................................................................................ 131

SOUTHERN UNIVERSITY AND A&M COLLEGE
  (BATON ROUGE)
Satisfactory Academic Progress ....................................................................................... 116

STATE EMPLOYEES GROUP BENEFITS PROGRAM
Inadequate Information Systems Controls .......................................................................... 66

TRANSPORTATION AND DEVELOPMENT, DEPARTMENT OF
Failure to Monitor Preliminary Engineering Projects............................................................ 94
Untimely Closing of Projects ............................................................................................... 95
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STATE OF LOUISIANA

Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 1999

A. PURPOSE OF THE SCHEDULE

Office of Management and Budget (OMB) Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, requires a schedule of expenditures of federal awards showing
total federal awards expended for each federal program and the Catalog of Federal Domestic
Assistance (CFDA) number or other identifying number for each program when the CFDA
number is not available.  To comply with this requirement, the Executive Department, Division of
Administration required each state agency, hospital, and university to prepare a schedule of
expenditures of federal awards.  These schedules were combined to form the Schedule of
Expenditures of Federal Awards for the State of Louisiana.

B. REPORTING ENTITY

The accompanying Schedule of Expenditures of Federal Awards includes all federal financial
assistance received from federal agencies or pass-through entities that was expended or issued
by the State of Louisiana during the year ended June 30, 1999.  Pass-through entities include
local governments, entities in other states, and private organizations and establishments that
provided federal financial assistance to the state.

The audit of Grambling State University’s federal award programs was not completed by the
independent certified public accountant in sufficient time to be included in the Single Audit
Report for the State of Louisiana.  The Single Audit Report for Grambling will be submitted
under separate cover upon its completion.  A copy of the report may be obtained by contacting
management at the following address:

Grambling State University
Post Office Drawer 588
Grambling, Louisiana 71245

C. BASIS OF ACCOUNTING

The Integrated Statewide Information Systems of the State of Louisiana currently do not have
the capacity to provide expenditures of awards for each federal program in accordance with
generally accepted accounting principles.  Therefore, except as explained in the following
paragraphs, expenditures of federal awards presented in the Schedule of Expenditures of
Federal Awards represent cash disbursements of the individual programs.  Consequently,
certain expenditures (activity) are recognized when paid rather than when obligations are
incurred.  Accordingly, the information presented in the schedule is not intended to present
federal program expenditures in conformity with generally accepted accounting principles.

Indirect Costs - Certain costs, such as those associated with budgeting, accounting, personnel
administration, et cetera, benefit more than one program but are not readily assignable to the
programs receiving the benefits.  Some agencies, hospitals, and universities apply a federally
approved indirect cost rate to direct program costs to recover a portion of these indirect costs
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from federal grants or contracts.  Indirect costs charged to federal grants and contracts by
means of approved indirect cost rates are recognized as disbursements or expenditures in the
accompanying Schedule of Expenditures of Federal Awards.

Department of Labor - Significant transactions of the Department of Labor are processed
through the department's electronic data processing cost accounting system, which produces
information on the modified accrual basis of accounting, rather than through the state's
Integrated Statewide Information Systems.  Therefore, the information presented in the
Schedule of Expenditures of Federal Awards for the Department of Labor was derived from the
department's cost accounting system and represents expenditures of federal awards on the
modified accrual basis of accounting.  Consequently, expenditures are recognized when the
related liability is incurred.

Public Institutions of Higher Education - Except as explained in the following paragraph, the
expenditures of federal awards for the public institutions of higher education are presented on
the full accrual basis of accounting.  Consequently, expenditures are recognized when the
related liability is incurred.

Fixed Price Contracts - These contracts provide that a specified amount of funds will be paid
upon delivery of a product, generally, a report on the results of a research study.  As a result,
the amount of federal awards that may be expended under fixed price contracts is limited to the
amount of funds received from the contracts, regardless of the amount of costs incurred to
perform the contracts or the period in which those costs were incurred.  Therefore, the
information presented in the Schedule of Expenditures of Federal Awards for fixed price
contracts represents federal funds received on the cash basis of accounting.  Consequently,
expenditures (activity) are recognized when the related asset is received and in the amount of
the asset received, rather than when the obligation is incurred and in the amount of the
obligation.

Donations - Activity of the Donation of Federal Surplus Personal Property Program is reported in
the Schedule of Expenditures of Federal Awards at fair market value, which has been defined
as 23.3% of the acquisition cost provided by the federal government when the property is
received by the State of Louisiana.

Issues - Issues of the Food Stamp Program are reported in the Schedule of Expenditures of
Federal Awards at the amount of food stamp benefits issued for food purchases to recipients
that obtain their benefits through electronic benefit transfer.  Issues of the commodities program
are reported in the Schedule of Expenditures of Federal Awards at the federally assigned value
of the commodities when they are issued to state agencies, public and private school systems,
and nonprofit organizations. Issues of chemicals for the Boll Weevil Eradication Program are
reported in the Schedule of Expenditures of Federal Awards at cost.
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D. TRANSFERS OF FEDERAL FUNDS AMONG STATE
AGENCIES, HOSPITALS, AND UNIVERSITIES

The accompanying Schedule of Expenditures of Federal Awards presents expenditures
(activity) for the state agencies, including hospitals and universities that initially received the
assistance.  In some instances, assistance received by one agency is transferred to a
subrecipient state agency, hospital, or university to be expended for the original program or
when allowed by the original program, to be expended for other federal programs.  In those
instances, federal award expenditures (activity) are reflected for the agency that initially
received the assistance from a federal, local, or other state government.

E. FEDERAL FAMILY EDUCATION LOANS

The Office of Student Financial Assistance (OSFA) guarantees 100% of the loans made to
students under the Federal Family Education Loans Program (CFDA 84.032).  The federal
government reimburses OSFA a percentage of the defaulted claims payments to lenders on
certain defaulted loans, and when defaulted loans are collected, OSFA returns a percentage of
the amount collected to the federal government.  During the year ended June 30, 1999, OSFA
paid lending institutions $28,416,464 for defaulted student loans, and the average federal
participation in these default payments was 98.65%.  New loans made to students during the
year ended June 30, 1999, which are guaranteed by OSFA, amounted to $165,992,923.  As of
June 30, 1999, the original principal on outstanding loans made under the Federal Family
Education Loans Program, which are guaranteed by OSFA, amounted to $1,123,489,902.

F. FEDERAL DIRECT STUDENT LOANS

The federal government provides loan capital directly to vocational, undergraduate, and
graduate students and their parents under the Federal Direct Loan Program (CFDA 84.268).
During the year ended June 30, 1999, loans totaling $2,582,128, $2,564,321, and $189,606
were made to students at the campuses of Nunez Community College, Southern University at
New Orleans, and Southern University at Shreveport-Bossier City, respectively.

G. UNEMPLOYMENT INSURANCE PROGRAM

The Unemployment Insurance Program (CFDA 17.225) is administered through a unique
federal-state partnership that was founded upon federal law but implemented through state law.
For the purposes of presenting the expenditures of this program in the accompanying Schedule
of Expenditures of Federal Awards, both state and federal funds have been considered federal
awards expended.  The breakdown of the state and federal portions of the total program
expenditures for fiscal year ended June 30, 1999, is presented in the following schedule:
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State Portion (Benefits Paid) $180,432,436
Federal Portion (Administrative Costs) 26,842,668

          Total $207,275,104

H. PETROLEUM VIOLATION ESCROW FUNDS

Petroleum Violation Escrow Funds are monies that were provided to the state by the U.S.
Department of Energy (DOE).  These distributions were the result of legislative, administrative,
and judicial actions involving violations of DOE's price and allocation controls in effect from
August 1973 through January 1981.  These controls applied to the allocation and pricing of
crude oil and refined petroleum products.  The funds include Warner Amendment funds, Exxon
funds, and Multi-District Litigation (M.D.L.) Number 378 “Stripper Well” funds and are
sometimes referred to as Federal Energy Settlement funds.  Court orders and consent decrees
relative to the lawsuits that resulted in these distributions imposed restrictions on the way the
state can administer and use these monies.

I. NURSING STUDENT LOANS AND HEALTH
PROFESSIONS STUDENT LOANS, INCLUDING
PRIMARY CARE LOANS/LOANS FOR
DISADVANTAGED STUDENTS

Public institutions of higher education receive federal capital contributions under the Nursing
Student Loans Program (CFDA 93.364) and the Health Professions Student Loans, Including
Primary Care Loans/Loans for Disadvantaged Students Program (CFDA 93.342) to make low-
interest loans to eligible students to assist them in meeting their educational needs.  The
amount of new loans made during the year and the outstanding balances of loans made under
these programs as of June 30, 1999, are presented in the following schedule.
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Health Professions
Nursing Student Loans Student Loans

Loans Made Loans Made
During the Outstanding During the Outstanding

Year Ended Balance Year Ended Balance
June 30, June 30, June 30, June 30,

Hospital/University 1999 1999 1999 1999

LSU at Eunice $5,347
LSU Health Sciences Center (New Orleans) $100,719 628,148 $517,675 $6,216,740
LSU Health Sciences Center (Shreveport) 715,722
Medical Center of Louisiana at New Orleans 70,449
Nicholls State University 5,078
Northwestern State University 122,389
Southeastern Louisiana University 33,253
University of Louisiana at Lafayette 6,600 237,610
University of Louisiana at Monroe 62,330 193,250 1,202,336

          Total $107,319 $1,164,604 $710,925 $8,134,798

J. FEDERAL PERKINS LOAN PROGRAM -
FEDERAL CAPITAL CONTRIBUTIONS

Public institutions of higher education receive federal capital contributions under the Federal
Perkins Loan Program - Federal Capital Contributions (CFDA 84.038) to make low-interest
loans to eligible students to assist them in meeting their educational needs.  The amount of new
loans made during the year and the outstanding balances of loans made under this program as
of June 30, 1999, are presented in the following schedule.
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Loans Made
During the Outstanding

Year Ended Balance
June 30, June 30,

University 1999 1999

Delgado Community College $5,825
LSU and A&M College (Baton Rouge) $2,178,977 12,969,631
LSU at Eunice 109,652 549,232
LSU Health Sciences Center (New Orleans) 368,826 2,318,340
LSU Health Sciences Center (Shreveport) 212,210 1,116,722
Louisiana Tech University 1,022,352 7,187,859
McNeese State University 362,348 2,250,161
Nicholls State University 3,000 75,787
Northwestern State University 411,353 2,882,839
Southeastern Louisiana University 482,074 2,289,605
Southern University and A&M 
  College (Baton Rouge) 2,259,333
Southern University at New Orleans 78,902
Southern University at
  Shreveport-Bossier City 628,488
University of Louisiana at Lafayette 1,146,432 8,614,241
University of Louisiana at Monroe 542,595 4,412,789
University of New Orleans 561,049 4,839,061

          Total $7,400,868 $52,478,815

K. FEDERAL PERKINS LOAN CANCELLATIONS

Students who received National Defense or Perkins Loans may have a portion or all of their
loan balance canceled if they meet certain military or teacher service requirements.  Under the
Federal Perkins Loan Cancellations Program (CFDA 84.037), the federal government restores
the total amount of canceled principal and interest to the universities' loan funds.  The amounts
canceled under this program during the year ended June 30, 1999, are presented in the
following schedule.
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Principal
and Interest

University Canceled

LSU and A&M College (Baton Rouge) $87,705
LSU at Eunice 6,436
LSU Health Sciences Center (New Orleans) 20,067
Louisiana Tech University 63,762
McNeese State University 85,556
Nicholls State University 896
Northwestern State University 93,176
Southeastern Louisiana University 35,227
University of Louisiana at Lafayette 176,730
University of Louisiana at Monroe 175,981
University of New Orleans 17,013

          Total $762,549

L. COLLEGE HOUSING AND ACADEMIC
FACILITIES LOANS

Public institutions of higher education receive loans from the federal government under the
College Housing and Academic Facilities Loans Program (CFDA 84.142).  These funds may be
used to finance the construction, acquisition, and rehabilitation of student and faculty housing
and related dining facilities or to finance the renovation or reconstruction of older undergraduate
academic facilities.  The outstanding balances of loans made under this program as of  June 30,
1999, are presented in the following schedule.
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Outstanding
Balance

University June 30, 1999

Delgado Community College $364,000
LSU and A&M College (Baton Rouge) 3,061,000
LSU Health Sciences Center (New Orleans) 400,000
Louisiana Tech University 49,000
McNeese State University 68,000
Nicholls State University 37,000
Southeastern Louisiana University 19,000
University of Louisiana at Monroe 205,000

          Total $4,203,000

M. SPECIAL SUPPLEMENTAL NUTRITION
PROGRAM FOR WOMEN, INFANTS,
AND CHILDREN (WIC PROGRAM)

During the fiscal year ended June 30, 1999, the Louisiana Office of Public Health received cash
rebates from infant formula manufacturers for $35,419,420 from sales of formula to participants
in the WIC Program (CFDA 10.557).  Rebate contracts with infant formula manufacturers are
authorized by 7 CFR 246.16(m) as a cost containment measure.  Rebates represent a reduction
of expenditures previously incurred for WIC food benefit costs.  Dividing the rebates received by
the net average food package cost per participant results in 1,023,979 more participants served
as a result of the rebate collections.  In the absence of a rebate contract, the average food
package cost would increase and available federal funding would support approximately
600,000 less participants than were actually served during the fiscal year.

N. MAJOR FEDERAL AWARD PROGRAMS

The State of Louisiana's major federal award programs for the year ended June 30, 1999, were
determined using the criteria established by OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations.  OMB Circular A-133 requires major programs to
be determined using a risk-based approach.  The amount of federal awards expended was
determined using actual federal program activity as described in note C (page A-133) and the
outstanding loan balances for certain loan programs as of and for the year ended June 30,
1998.  The state’s Type A federal award programs for the year ended June 30, 1999, were all
federally assisted programs for which program activity and the federal government’s risk in the
outstanding loan balances as of June 30, 1998, was equal to or greater than $16,123,498.
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A total of 28 Type A programs were identified.  Auditors designated six Type A programs as
low-risk.  These six Type A programs were not audited as major during the 1999 fiscal year.
The six Type A programs identified as low-risk are as follows:

10.550 Food Distribution
10.565 Commodity Supplemental Food Program
14.228 Community Development Block Grant/State’s Program
66.458 Capitalization Grants for State Revolving Funds
Disability Insurance/SSI Cluster:

96.001 Social Security - Disability Insurance
Child Nutrition Cluster:

10.553 School Breakfast Program
10.555 National School Lunch Program
10.556 Special Milk Program for Children
10.559 Summer Food Service Program for Children

OMB Circular A-133, Section 520 describes two options for identifying high-risk Type B
programs to audit as major.  Option 2 allows identification of high-risk Type B programs by
selecting one high-risk Type B program for each low-risk Type A program identified.  Because
there were six Type A programs assessed as low-risk for the 1999 fiscal year, six high-risk Type
B programs were identified and audited as major.

During the planning phase for the 1999 fiscal year, one federal program was estimated to be a
Type A program because the 1999 total expenditures in that program exceeded the threshold
amount from the prior year.  The program was assessed as a high-risk Type A program.  Once
the actual threshold was calculated for 1999, this program fell below the threshold and became
a high-risk Type B program.  Because this program was audited as major, there are a total of
seven high-risk Type B programs audited as major during the 1999 fiscal year as listed below.

10.500 Cooperative Extension Service
39.003 Donation of Federal Surplus Personal Property
84.186 Safe and Drug-Free Schools and Communities - State Grants
93.569 Community Services Block Grant
93.994 Maternal and Child Health Services Block Grant to the States

Employment Services Cluster:

17.207 Employment Service
17.801 Disabled Veterans’ Outreach Program (DVOP)
17.804 Local Veterans’ Employment Representative Program
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TRIO Cluster:
84.042 TRIO - Student Support Services
84.044 TRIO - Talent Search
84.47 TRIO - Upward Bound

The major programs cumulatively account for approximately 90% of the state’s expenditures/
issues/loans of federal award programs for the year ended June 30, 1999.  The major programs
and total federal awards expended per program as presented in the accompanying Schedule of
Expenditures of Federal Awards and Notes are as follows:

Programs Amounts
CFDA Included in Total Provided to

Number Program Name Cluster Activity Subrecipients
10.500 Cooperative Extension Service $9,165,681 None 
10.557 Special Supplemental Nutrition Program

  for Women, Infants, and Children 76,108,211 None 
10.558 Child and Adult Care Food Program 44,089,538 $43,807,209
17.225 Unemployment Insurance 207,275,104 None 
20.205 Highway Planning and Construction 318,329,896 None 
39.003 Donation of Federal Surplus Personal Property 1,681,219 721,381
83.544 Public Assistance Grants 27,345,267 20,613,213
84.010 Title I Grants to Local Educational Agencies 191,555,516 189,268,077
84.032 Federal Family Education Loans:

  Administrative Expenditures 25,131,630 None 
  Loan Expenditures 1,202,197,362 None 

84.048 Vocational Education - Basic Grants to States 19,117,014 8,483,814
84.126 Rehabilitation Services - Vocational

  Rehabilitation Grants to States 56,650,585 ***
84.186 Safe and Drug-Free Schools and Communities -

 State Grants 9,343,966 8,379,484
93.558 Temporary Assistance for Needy Families 84,251,188 ***
93.563 Child Support Enforcement 18,989,184 ***
93.568 Low-Income Home Energy Assistance 17,432,201 ***
93.569 Community Services Block Grant 11,929,313 11,086,348
93.658 Foster Care - Title IV-E 57,457,856 ***
93.667 Social Services Block Grant 33,452,919 ***
93.959 Block Grants for Prevention and Treatment

  of Substance Abuse 28,988,704 10,402,101
93.994 Maternal and Child Health Services 

  Block Grant to the States 15,175,599 294,636

       

*** Accurate information could not be provided by Department of Social Services.
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Programs Amounts
CFDA Included in Total Provided to

Number Program Name Cluster Activity Subrecipients

Food Stamp Cluster:

10.551 Food Stamps $464,491,143 ***  
10.561 State Administrative Matching Grants for

  Food Stamp Program 36,766,039 $501,257,182 ***  

Employment Services Cluster:
17.207 Employment Service 13,144,395 $21,834
17.801 Disabled Veterans' Outreach Program (DVOP) 763,436 None 

17.804 Local Veterans' Employment 
  Representative Program 705,583 14,613,414 None 

JTPA Cluster:
17.246 Employment and Training Assistance -

  Dislocated Workers 23,355,669 19,429,222
17.250 Job Training Partnership Act 44,623,842 67,979,511 41,861,752

Student Financial Assistance Cluster:
84.007 Federal Supplemental Educational 

  Opportunity Grants 4,524,908 None 
84.033 Federal Work-Study Program 8,164,893 None 
84.038 Federal Perkins Loan Program - 

  Federal Capital Contributions:
  Administrative Expenditures 871,076 None 
  Loan Expenditures 45,021,041 None 

84.063 Federal Pell Grant Program 122,906,703 None 
84.268 Federal Direct Loan:

 Loan Expenditures 5,336,055 None 
93.342 Health Professions Student Loans,

  Including Primary Care Loans/
  Loans for Disadvantaged Students:
  Loan Expenditures 8,168,588 None 

93.364 Nursing Student Loans:
  Loan Expenditures 1,471,399 None 

93.820 Scholarships for Students of 
 Exceptional Financial Need 39,905 None 

93.925 Scholarships for Health Professions Students
  from Disadvantaged Backgrounds 704,129 197,208,697 None 

Special Education Cluster:
84.027 Special Education - Grants to States 50,649,100 44,387,920
84.173 Special Education - Preschool Grants 5,671,671 56,320,771 5,134,235

TRIO Cluster:
84.042 TRIO - Student Support Services 2,748,177 None 
84.044 TRIO - Talent Search 2,028,772 None 
84.047 TRIO - Upward Bound 4,413,727 9,190,676 None 

Child Care Cluster:
93.575 Child Care and Development Block Grant 72,770,129 2,571,654/***
93.596 Child Care Mandatory and Matching Funds of

  the Child Care and Development Fund 28,916,761 101,686,890 ***
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Programs Amounts
CFDA Included in Total Provided to

Number Program Name Cluster Activity Subrecipients

Medicaid Cluster:
93.775 State Medicaid Fraud Control Units $781,506 None 
93.777 State Survey and Certification of

  Health Care Providers and Suppliers 5,932,919 None 
93.778 Medical Assistance Program 2,366,086,524 $2,372,800,949 None 

Research and Development Cluster:
     Agency for International Development 46,279 None 
     U.S. Department of Agriculture 10,049,601 $103,053
     U.S. Department of Commerce 4,855,860 39,156
     U.S. Department of Defense 24,138,769 1,647,025
     Central Intelligence Agency 84,302 None 
     U.S. Department of Housing and Urban Development 419,920 None 
     U.S. Department of Interior 4,038,145 115,372
     U.S. Department of Justice 35,464 None 
     U.S. Department of Transportation 68,060 None 
     National Aeronautics and Space Administration 4,177,187 225,066
     National Foundation on the Arts and the Humanities 32,174 None 
     National Science Foundation 11,199,331 723,286
     Small Business Administration 1,222,473 None 
     Tennessee Valley Authority 45,972 None 
     U.S. Department of Veterans Affairs 257,367 None 
     Environmental Protection Agency 3,893,406 768,240
     U.S. Department of Energy 7,944,059 321,093
     United States Information Agency 3,722 None 
     U.S. Department of Education 1,484,784 84,033
     U.S. Department of Health and Human Services 38,693,757 955,437
     Social Security Administration 10,816 112,701,448 None 

          Total Expenditures (Activity)
            of Major Programs $5,889,427,491 $411,444,641

The Louisiana Department of Social Services (DSS) could not provide accurate information on
the amount of major federal awards provided to subrecipients for the 1999 fiscal year; therefore,
the amounts provided to subrecipients could not be presented in total for the following major
programs administered by DSS:

84.126 Rehabilitation Services - Vocational Rehabilitation Grants to States
93.558 Temporary Assistance to Needy Families
93.563 Child Support Enforcement
93.568 Low-Income Home Energy Assistance
93.658 Foster Care - Title IV-E
93.667 Social Services Block Grant
Food Stamp Cluster:

10.551 Food Stamps
10.561 State Administrative Matching Grants for Food Stamp Program
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Child Care Cluster:
93.575 Child Care and Development Block Grant
93.596 Child Care Mandatory and Matching Funds of the Child Care and

Development Fund

O. COMPONENT UNITS AUDITED BY
EXTERNAL AUDITORS

Other external auditors audited certain entities included in the State of Louisiana’s
Comprehensive Annual Financial Report for the year ended June 30, 1999.  To obtain the latest
audit report of a particular entity, contact the agency using the following list of addresses:



Appendix A

STATE OF LOUISIANA
Notes to the Schedule of Expenditures of Federal Awards
  (Continued)

A-146

Ascension-St. James Bridge and Fifth Louisiana Levee District
  Ferry Authority 222 North Cedar Street
Post Office Box 1566 Tallulah, Louisiana 71282
Donaldsonville, Louisiana 70346

Bayou D’Arbonne Lake Watershed District * Foundation for Excellence in LPB
Post Office Box 237 7860 Anselmo Lane
Farmerville, Louisiana 71241 Baton Rouge, Louisiana 70810

Board of Examiners of Certified Greater Krotz Springs Port Commission
  Shorthand Reporters Post Office Box 155
Post Office Box 3257 Krotz Springs, Louisiana 70750
Baton Rouge, Louisiana 70821

Bossier Levee District * Greater New Orleans Expressway
Post Office Box 189   Commission
Benton, Louisiana 71006 Post Office Box 7656

Metairie, Louisiana 70010

Custodian of Notarial Records Harbor Police Employees’ Retirement
  of Orleans Parish   System
421 Loyola Avenue, Room B-4 2714 Canal Street, Suite 306
New Orleans, Louisiana 70112 New Orleans, Louisiana 70119-5595

East Jefferson Levee District * Jefferson Parish Human Services Authority
203 Plauche Court 3101 West Napoleon Avenue, Suite 220
Harahan, Louisiana 70123 Metairie, Louisiana 70001

*  Single Audit
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Joint Legislative Committee on Louisiana Board of Examiners for Speech-
  the Budget   Language Pathology and Audiology
Post Office Box 44294 11930 Perkins Road, Suite B
Baton Rouge, Louisiana 70804 Baton Rouge, Louisiana 70810

Lafourche Basin Levee District Louisiana Catfish Promotion and
Post Office Box 670   Research Board
Vacherie, Louisiana 70090 Post Office Box 95004

Baton Rouge, Louisiana 70895

Lake Charles Harbor and Louisiana Cemetery Board
  Terminal District 2901 Ridgelake, Suite 212
Post Office Box 3753 Metairie, Louisiana 70002
Lake Charles, Louisiana 70602

Legislative Budgetary Control Council Louisiana Crawfish Promotion and
Post Office Box 44305   Research Board
Baton Rouge, Louisiana 70804 Post Office Box 3334

Baton Rouge, Louisiana 70821-3334

Legislative Fiscal Office Louisiana Economic Development
Post Office Box 44097   Corporation
Baton Rouge, Louisiana 70804 Post Office Box 94185

Baton Rouge, Louisiana 70802

Louisiana Auctioneers Licensing Board Louisiana Educational Television Authority
8017 Jefferson Highway, Suite A-2 7860 Anselmo Lane
Baton Rouge, Louisiana 70809 Baton Rouge, Louisiana 70810

Louisiana Beef Industry Council Louisiana House of Representatives
4921 I-10 Frontage Road Post Office Box 94062
Port Allen, Louisiana 70767 Baton Rouge, Louisiana 70804
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* Louisiana Housing Finance Agency Louisiana School Employees’ Retirement
200 Lafayette Street, Suite 300   System
Baton Rouge, Louisiana 70801-1302 Post Office Box 44516

Baton Rouge, Louisiana 70804-4516

Louisiana Licensed Professional Louisiana Senate
  Counselors Board of Examiners Post Office Box 94183
8631 Summa Avenue, Suite A Baton Rouge, Louisiana 70804
Baton Rouge, Louisiana 70809

Louisiana Licensed Professional Louisiana Soybean and Grain Research
  Vocational Rehabilitation Counselors   and Promotion Board
  Board of Examiners Post Office Box 95004
Post Office Box 41594 Baton Rouge, Louisiana 70890
Baton Rouge, Louisiana 70835-1594

Louisiana Motor Vehicle Commission Louisiana Stadium and Exposition District
3519 Twelfth Street 1500 Poydras Street
Metairie, Louisiana 70002 New Orleans, Louisiana 70112

Louisiana Real Estate Appraisers Louisiana State Board for Hearing Aid Dealers
  State Board of Certification Post Office Box 6016
Post Office Box 14785 Monroe, Louisiana 71211-6016
Baton Rouge, Louisiana 70898

Louisiana Real Estate Commission Louisiana State Board of Architectural
Post Office Box 14785   Examiners
Baton Rouge, Louisiana 70898 8017 Jefferson Highway, Suite B-2

Baton Rouge, Louisiana 70809

Louisiana Rice Promotion Board Louisiana State Board of Certified
223 East Hutchinson   Social Work Examiners
Crowley, Louisiana 70526 11930 Perkins Road, Suite B

Baton Rouge, Louisiana 70810

*  Single Audit
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Louisiana State Board of Chiropractic Louisiana State Board of Pharmacy
  Examiners 5615 Corporate Boulevard, Suite 8E
8621 Summa Avenue Baton Rouge, Louisiana 70808
Baton Rouge, Louisiana 70809

Louisiana State Board of Embalmers Louisiana State Board of Physical
  and Funeral Directors   Therapy Examiners
Post Office Box 8757 2014 West Pinhook, Suite 701
Metairie, Louisiana 70011 Lafayette, Louisiana 70508

Louisiana State Board of Examiners Louisiana State Board of Practical Nurse
  in Dietetics and Nutrition   Examiners
11930 Perkins Road, Suite B 3421 North Causeway Boulevard, Suite 203
Baton Rouge, Louisiana 70810 Metairie, Louisiana 70002

Louisiana State Board of Examiners Louisiana State Board of Registration
  of Interior Designers   for Professional Engineers and
8017 Jefferson Highway, Suite B-3   Land Surveyors
Baton Rouge, Louisiana 70809 10500 Coursey Boulevard, Suite 107

Baton Rouge, Louisiana 70816-4045

Louisiana State Board of Massage Louisiana State Board of Veterinary
  Therapy   Medical Examiners
Post Office Box 1279 263 Third Street, Suite 104
Zachary, Louisiana 70791 Baton Rouge, Louisiana 70801

Louisiana State Board of Medical Examiners Louisiana State Board of Wholesale
Post Office Box 30250   Drug Distributors
New Orleans, Louisiana 70190-0250 12046 Justice Avenue, Suite C

Baton Rouge, Louisiana 70816

Louisiana State Board of Optometry Louisiana State Employees’ Retirement System
  Examiners Post Office Box 44213
Post Office Box 555 Baton Rouge, Louisiana 70804
Oakdale, Louisiana 71463
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Louisiana State Law Institute Natchitoches Levee and Drainage District
LSU Law Center, Room 382 Post Office Box 1209
Baton Rouge, Louisiana 70803 Natchitoches, Louisiana 71458-1209

Louisiana State Licensing Board for Contractors Nineteenth Louisiana Levee District
Post Office Box 14419 Post Office Box 267
Baton Rouge, Louisiana 70898-4419 Colfax, Louisiana 71417

Louisiana State Plumbing Board North Bossier Levee District
2714 Canal Street, Room 512 Post Office Box 338
New Orleans, Louisiana 70119 Benton, Louisiana 71006

Louisiana State Police Retirement System North Lafourche Conservation, Levee,
Post Office Box 66614   and Drainage District
Baton Rouge, Louisiana 70896-6614 Post Office Drawer 230

Raceland, LA 70394

Louisiana State Radio and Television Office of the Legislative Auditor
  Technicians Board Post Office Box 94397
6554 Florida Boulevard, Suite 109 1600 Riverside North
Baton Rouge, Louisiana 70806-4474 Baton Rouge, Louisiana 70804-9397

Louisiana Used Motor Vehicle and Parts Pontchartrain Levee District
  Commission Post Office Box 426
3132 Valley Creek Drive Lutcher, Louisiana 70071
Baton Rouge, Louisiana 70808

Louisiana Workers’ Compensation Port of New Orleans
  Corporation Post Office Box 60046
2237 South Acadian Thruway, Suite 102 New Orleans, Louisiana 70160
Baton Rouge, Louisiana 70808

Morgan City Harbor and Terminal District Radiologic Technology Board of
Post Office Box 1460   Examiners
Morgan City, Louisiana 70381 3108 Cleary Avenue, Suite 207

Metairie, Louisiana 70002
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Red River, Atchafalaya, and Bayou Boeuf South Lafourche Levee District
  Levee District Post Office Box 426
Post Office Box 8235 Galliano, Louisiana 70354
Alexandria, Louisiana 71306

Red River Levee and Drainage District South Tangipahoa Parish Port Commission
Post Office Box 433 163 West Hickory Street
Coushatta, Louisiana 71019 Ponchatoula, Louisiana 70454

Rice Research Board
c/o Don Earles, CPA Teachers Retirement System of Louisiana
Post Office Box 1584 Post Office Box 94123
Crowley, Louisiana 70527-1584 Baton Rouge, Louisiana 70804-9123

Sabine River Authority Tensas Basin Levee District
15091 Texas Highway Post Office Box 68
Many, Louisiana 71449 Rayville, Louisiana 71269

* St. Bernard Port, Harbor and * West Jefferson Levee District
  Terminal District Post Office Box 608
Post Office Box 1331 Marrero, Louisiana 70072-0608
Chalmette, Louisiana 70044-1331

*  Single Audit
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Executive Department - Statewide Findings.....................................................................B-153
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Louisiana State University Health Sciences Center
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Louisiana State University Health Sciences Center
(New Orleans) .................................................................................................................B-62

Louisiana Technical College, Charles B. Coreil Campus...................................................B-65

Louisiana Technical College, Sullivan Campus.................................................................B-67

Medical Center of Louisiana at New Orleans ....................................................................B-69

Natural Resources, Department of ....................................................................................B-75

New Orleans Home and Rehabilitation Center ..................................................................B-79

Northwestern State University ...........................................................................................B-83

Public Health, Office of......................................................................................................B-85

Public Safety and Corrections - Corrections Services,
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Risk Management, Office of ..............................................................................................B-90

Social Services, Department of .........................................................................................B-92

South Louisiana Community College................................................................................B-120

Southern University and A&M College (Baton Rouge) .....................................................B-123
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BATON ROUGE COMMUNITY COLLEGE
Bank Account Not Reconciled to Accounting Records ..................................................... 39
Financial Reporting Weaknesses..................................................................................... 39
Inadequate Administration of the Rehabilitation Services -

Vocational Rehabilitation Grants to States Program ...................................................... 98
Inadequate Administration of the Vocational Education -

Basic Grants to States Program.................................................................................... 100
Inadequate Controls Over Cash Receipts ........................................................................ 41
Inadequate Segregation of Duties.................................................................................... 42
Lack of Controls Over Student Accounts Receivable ....................................................... 43
Noncompliance With Movable Property Regulations........................................................ 96

DELGADO COMMUNITY COLLEGE
Theft of Student Loan Checks......................................................................................... 102

EDUCATION, DEPARTMENT OF
Advance Payments to Fiscal Agents ................................................................................ 69
Inadequate Audit Resolution ............................................................................................ 44
Inadequate Collection Procedures .................................................................................. 121
Inadequate Controls for Federal Cash Management....................................................... 103
Inadequate Controls for Improving America’s Schools Act Programs.............................. 105
Inadequate Controls in Starting Points Program ............................................................. 122
Inadequate Controls Over Contracts and Cooperative

Endeavor Agreements ................................................................................................... 11
Inadequate Controls Over Data in the Minimum Foundation Program ............................. 12
Inadequate Controls Over Vocational Education Program .............................................. 106
Inadequate Information Systems Controls........................................................................ 45
Inadequate Monitoring for Child and Adult Care Food Program....................................... 86
Inadequate Subrecipient Monitoring................................................................................. 70
Noncompliance With Year 2000 Regulations ................................................................... 15
Unallowable Costs in Special Education Program........................................................... 108

ELECTIONS AND REGISTRATION, DEPARTMENT OF
Violations of State Laws and Regulations ........................................................................ 16

EXECUTIVE DEPARTMENT
Inadequate Fund Balance - Patients’ Compensation Fund .............................................. 19
Inadequate Subrecipient Monitoring................................................................................. 97
Lack of Controls Over Medical Malpractice Premiums...................................................... 20
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EXECUTIVE DEPARTMENT - STATEWIDE FINDINGS
Improper Use of Nonrecurring Revenue........................................................................... 18
Inconsistent Billing of Insurance Premiums ...................................................................... 72
Ineffective Internal Audit Function .................................................................................... 47
Noncompliance With State’s Movable Property Regulations............................................ 21

HEALTH AND HOSPITALS, DEPARTMENT OF
Audits of Federal Subrecipients and State Contractors

Not Obtained and Findings Not Resolved Timely........................................................... 75
Failure to Reimburse Federal Share of Provider

Overpayments............................................................................................................... 123
Medicaid Provider Enrollment Procedures

Not Always Followed..................................................................................................... 124

INSURANCE, DEPARTMENT OF
Inadequate Planning for Year 2000 Computer Issues...................................................... 49

LABOR, DEPARTMENT OF
Improper Charging of Payroll Expenditures to Federal Programs .................................... 77
Inadequate Compilation Process...................................................................................... 29
Inadequate Control Over Monitoring JTPA Subrecipient Audits ....................................... 89
Inadequate Control Over On-Site Monitoring of JTPA Subrecipients ............................... 90
Inadequate Documentation and Monitoring for Information

System Access............................................................................................................... 49
Inadequate Internal Control Over Disbursements............................................................. 79
Inadequate Monitoring Procedures for Community

Services Block Grant..................................................................................................... 125
Noncompliance With the Unemployment Insurance

Program Requirements .................................................................................................. 92
Unemployment Insurance Tax and Wage Reports Not Reconciled.................................. 93

LOUISIANA STATE UNIVERSITY HEALTH SCIENCES CENTER
(HEALTH CARE SERVICES DIVISION)

Inadequate Controls Over Restricted Fund Expenditures ................................................ 31

LOUISIANA STATE UNIVERSITY HEALTH SCIENCES CENTER
(NEW ORLEANS)

Fraudulent Student Worker Time Sheets ........................................................................ 109
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LOUISIANA TECHNICAL COLLEGE,
CHARLES B. COREIL CAMPUS

Inadequate Internal Control Over Cash ............................................................................ 51

LOUISIANA TECHNICAL COLLEGE, SULLIVAN CAMPUS
Improper Administration of the Ability-to-Benefit Test...................................................... 110

MEDICAL CENTER OF LOUISIANA AT NEW ORLEANS
Electronic Data Processing Control Weaknesses ............................................................ 52
Inaccurate Patient Charges .............................................................................................. 52

NATURAL RESOURCES, DEPARTMENT OF
Inaccurate Financial Reporting......................................................................................... 53
Mineral Income Incorrectly Recorded in Accounting Records........................................... 54
Untimely Deposits............................................................................................................. 33

NEW ORLEANS HOME AND REHABILITATION CENTER
Noncompliance With Year 2000 Regulations ................................................................... 33
Weaknesses in Controls Over Cash Receipts and

Disbursements and Theft of Funds ................................................................................ 34

NORTHWESTERN STATE UNIVERSITY
Overaward of Title IV Aid................................................................................................. 111
University Failed to Calculate Refunds and Repayments................................................ 112

PUBLIC HEALTH, OFFICE OF
Reconciliation of Food Instruments Not Performed

Within Required Time..................................................................................................... 88

PUBLIC SAFETY AND CORRECTIONS -
CORRECTIONS SERVICES, DEPARTMENT OF

Wardens of Louisiana State Penitentiary and Dixon Correctional
Institute Do Not Live on Prison Grounds ........................................................................ 55

REVENUE, DEPARTMENT OF
Inadequate Controls Over Financial Reporting................................................................. 56
Information Systems Control Weaknesses....................................................................... 56

RISK MANAGEMENT, OFFICE OF
Overstatement of Reserves for Claim Payments.............................................................. 35

SOCIAL SERVICES, DEPARTMENT OF
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Child Support Enforcement Program -
Untimely Obligation of Non-Custodial Parents .............................................................. 126

Inadequate Control and Insufficient Corrective
Action Regarding Vendor Reimbursements .................................................................. 127

Inadequate Control Over Temporary Assistance
for Needy Families Program.......................................................................................... 130

Inadequate Control Over Vocational Rehabilitation
Grants to States Program ............................................................................................. 113

Inadequate Monitoring of Federal Subrecipients
and State Contractors .................................................................................................... 81

Noncompliance With the Cash Management Improvement
Act Agreement ............................................................................................................... 83

Untimely Eligibility Re-Determinations and Re-Certifications
in the Foster Care Program........................................................................................... 131

SOUTH LOUISIANA COMMUNITY COLLEGE
Accounting Control Weaknesses ..................................................................................... 57
Inadequate Financial Reporting........................................................................................ 60
Violation of Record Retention Laws ................................................................................. 36

SOUTHERN UNIVERSITY AND A&M COLLEGE
(BATON ROUGE)

Federal Work-Study Program.......................................................................................... 116
Improper Handling of License Plate Fees......................................................................... 36
Satisfactory Academic Progress...................................................................................... 116

SOUTHERN UNIVERSITY AT NEW ORLEANS
Aid Exceeded Documented Need ................................................................................... 117
Federal Perkins Loan ...................................................................................................... 118
Improper Collection of Funds and Unauthorized

Bank Account................................................................................................................. 62
Lack of Controls Over Student Center Cash Receipts ..................................................... 64
Lack of Signed Contracts ................................................................................................. 37
Student Account Histories ............................................................................................... 119
Student Credit Balances.................................................................................................. 118

SOUTHERN UNIVERSITY AT
SHREVEPORT-BOSSIER CITY

Satisfactory Academic Progress...................................................................................... 120
Student Credit Balances.................................................................................................. 120
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STATE, DEPARTMENT OF
Inadequate Controls Over Property Resulting in a Theft .................................................. 65

STATE EMPLOYEES GROUP BENEFITS PROGRAM
Claims Imaging System Not Year 2000 Compliant ........................................................... 38
Inadequate Information Systems Controls........................................................................ 66

TRANSPORTATION AND DEVELOPMENT,
DEPARTMENT OF

Failure to Monitor Preliminary Engineering Projects ......................................................... 94
Untimely Closing of Projects............................................................................................. 95
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