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As part of our audit of the Louisiana State University System 's financial statem ents for the year 
ended June 30, 2002, we considered the University Medical Center's internal control over 
financial reporting; we exam ined evidence supporting certain accounts and balances m aterial to 
the System 's financial statem ents; and we tested the m edica l center's com pliance with laws and 
regulations that could have a direct and m aterial effect on the System 's financial statem ents as 
required by Govern m ent Auditing Standards. In addition, we considered the University Medical 
Center's internal control over com pliance with requirem ents that could have a direct and 
material effect on a major federal program, as defined in the Single Audit of the State of 
Louisiana, and we tested the m edical ce nter's com pliance  with laws and regulations that could 
have a direct and material effect on the major federal programs as required by the U.S. Office of 
Managem ent and Budget Circular A-133. 

The financial inform ation provided to the Louisiana State University System by the University 
M edica l Center is not audited or reviewed by us, and, accordingly, we do not express an opinion 
on that financial inform ation. The m edica l center's accounts are an integral part of the 
Louisiana State University System 's financial statem ents, upon which the Louisiana Legislative 
Auditor expresses opinions. 

In our prior m anagement letter on the University Medical Center for the year ended June 30, 
2000, we reported a finding related to inadequate co ntrol over m ovable property. That finding is 
addressed again in this letter. 

Based on the applica tion of the procedures referred to previously, all significa nt findings are 
included in this letter for m anagem ent consideration. All findings included in this m anagem ent 
letter that are required to be reported by Governm ent Auditing Standards will also be included in 
the State of Louisiana's Single Audit Report for the year ended June 30, 2002. 

Payroll/Personnel Internal Control W eaknesses 

The University Medica l Center (UMC) does not have adequate internal control 
procedures to ensure that payroll transactions are valid, authorized, and correctly input 
into the payroll system and that all aspects of state law and Civil Service regulations are 
followed. Good internal co ntrol requires that adequate proce dures be in place to ensure 
that (1) supporting documentation for time worked and leave taken arid paid to 
employees is maintained; and (2) compliance with laws and regulations applicable to the 
payroll account balance /class of transactions is followed. 
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Audit procedures identified the following weaknesses in control proce dures 

Two of 24 employees (8%) tested did not sign the Pay Report as 
certification of tim e worked. Civil Service Rule 15.2 requires that 
classified em ployees c~:rtify the num ber of hours of attendance or 
absence from duty in the time and attendance  records. 

Two of 24 employees (8%) had supporting time and attendance 
docum entation that did not agree with the payroll register. O ne of these 
employees was overpaid $577. Beca use ce rtain written documentation of 
hours worked had been destroyed, it co uld not be determ ined if the 
seco nd em ployee had also been overpaid. 

Subsequent inquiries into the m edica l ce nter's policy regarding the retention of written 
payroll records, such as those needed when em ployees neglect to use the electronic 
tim e-keeping system , disclosed that only 40%  of the 35 responding departm ents retain 
handwritten payroll reco rds for three years as required by Louisiana Revised Statute 
(R.S.) 44:36. The remaining 60% of the departments do not maintain the written payroll 
records at all or they m aintain them for periods of less than three years. 

These conditions occurred because UM C lacks effective wdtten policies and procedures 
to ensure that proper payroll documentation is m aintained and reviewed to ensure that 
em ployees are corre ctly paid for time worked and leave taken. The lack of adequate 
co ntrol proce dures subjects the medical center to noncompliance with state rules and 
re gulations and increases the risk that payro ll/personnel related errors and/or fraud 
co uld occur and not be detected in a timely m anner. 

UM C should ensure that payroll transactions are valid, authorized, and co rrectly input 
into the payroll system and that all aspects of state law and Civil Serv ice regulations are 
followed. A uniform reco rd retention policy should also be developed imm ediately. 
M anagem ent co ncurred with the finding and reco m m endations and outlined a co rrective 
action plan (see Appendix A, page 1). 

Noncom pliance W ith Patient 
Adm issions Law 

UM C did not com ply with state law for patient adm issions relating to documentation of 
the patient's ability to pay. R.S. 46.7 states that before any person is adm itted to any 
state hospital, a questionnaire m ust be co m pleted to determ ine the patient's financial 
ability to pay. R. S. 46.6 states that if a person is found not to be m edica lly indigent or 
needy, then the patient will be assessed a reasonable charge based on ability to pay. 
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UMC uses the Patient Information Record (PIR) to determine the patient's ability to pay. 
A review of 17 patient bills disclosed that six patients (35%) did not have a current and 
com plete PIR on file. This condition oco urred because of the large num ber of patients 
being screened and receiving treatm ent at UM C. Failure to have current and com plete 
PIRs increases the risk that an incorrect financial classifica tion will be assigned to the 
patient and patient charges will be assessed incorrectly. 

Managem ent of the m edica l center should im plem ent policies and procedures to ensure 
it is in com pliance  with state law retating to docum enting the patient's ability to pay. 
M anagem ent concurred with the finding and recom m endations and outlined a corrective 
action plan (see Appendix A, page 2). 

Lack of Control Over M ovable Properlly 

For the second consecutive audit, UM C did not m aintain adequate internal control over 
m ovable property as prescribed by state law. Good internal control requires that 
procedures be in place to safeguard assets and to ensure that m ovable property 
transactions are recorded in an accurate and tim ely m anner. R.S. 39:325 requires 
agencies to conduct an annual inventory of m ovable property and report any unlocated 
movable property to the Louisiana Property Assistance Agency (LPAA). R.S. 39:323 
and Louisiana Administration Code (LAC) 34:VII.307 require that acquisitions be tagged 
and inform ation forwarded to LPAA within 45 days of rece ipt of the m ovable property 

item(s). In addition, the LAC requires that (1) efforts be made to locate a~l movable 
property for which there are no explanations for its disappearance; (2) receipts be 
obtained from employees entrusted with movable property items; and (3) the location of 
movable property items be kept current. R.S. 39:324(B) requires the property manager 
to update the m aster inventory listing on a m onthly basis. 

During a review of m ovable property records for the two years ending June 30, 2002, the 
following deficiencies were observed: 

In a test to physically inspect 58 movable property items, 11 (19%) items 
had incorrect location codes. Five (9%) items were not tagged. 

In a test of acquisitions, 'five (50%) of ten items tested were not tagged 
within 45 days of receipt. Also, the acquisition date per LPAA for seven 
(70%) items did not agree to the rece iving report dates. The cost per 
LPAA for three (30%) items did not agree to the supporting invoice and 
paym ent docum entation. 
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Three (60%) of five items entrusted to medical center employees did not 
have a form signed by the em ployee acknowledging receipt of the item . 

Thirteen (72%) of 18 items tested did not have the internal form required 
by the m edica l ce nter for the acquisition or deletion of the item . 

The following were noted in a re view of physical inventories conducted 
during fisca l years 2001 and 2002 by the Nursing Service s Adm inistration 
unit: 

a 

b 

During the fisca l year 2001 physica l inventory, 30 (40%) of 75 
item s assigned to this unit were not located. During the fisca l year 
2002 physical inventory, two (33%) of six items assigned to this 
unit were not located and were not included on the m edica l 
center's unlocated list or discrepancy report. There was no 
evidence that efforts were m ade to either explain or follow up on 
the disappearance of these item s. 

The listing of unlocated item s subm itted by the unit m anager 
during the fiscal year 2002 inventory included 21 item s that had 
been rem oved from the unit's LPAA records during fisca l year 
2001. The listing was a duplica te of the prior fiscal year listing of 
unlocated item s, an indica tion that a com plete inventory was not 
conducted as prescribed in the inventory instructions. 

The following were noted in a re view of the m edica l ce nter's annual 
property inventory ce rtifica tions subm itted to LPAA during fisca l years 
2001 and 2002: 

a. O n the January 18, 2001, Certification of Annual Property 

Inventory, acquisitions and items unlocated in 1997 (third year 
discrepancies) were overstated by $325,101 and $52,000, 
respectively. In addition, the ending inventory was overstated by 
$273,110. 

b O n the Certification of Annual Property Inventory dated 
January 11, 2002, total acq uisitions and ending inventory were 
both understated by $19,526, and items unlocated in 2001 
(current year discrepancies) were understated by $4,000. 
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A review of the State Land and Buildings System Report on Changes in 
Buildings as of June 30, 2001, disclosed that a building addition totaling 
$287,037 was erroneously included on the master inventory listing as an 
equipm ent item . In addition, m anagem ent was unable to identify the 
individual item s that com prise the building portion of the plant fund to 
determ ine if any other item s were reported as both equipm ent and 
buildings. 

Although the m edical center has policies and procedures that contain m any elem ents of 
a good internal control system , sufficient em phasis has not been place d on adherence  to 
these proce dures, Failure to m aintain adequate internal co ntrol over m ovable property 
increases the risk of loss, theft, and m isuse of assets and results in noncom pliance with 
state movable property laws and regulations. In addition, failure to m aintain an accurate 
m ovable property system increases the nsk of inaccura te accounting and reporting. 

The m edical center should require adherence  to its policies and proce dures to ensure 
that m ovable property is safeguarded and accounted for in accordance with state laws 
and regulations. M anagem ent partially concurred with the finding and acknowledged that 
there were some weaknesses in the internal co ntrol over movable property (see 
Appendix A, page 3). 

Additional Com m ent: Before the exit conference  on July 18, 2002, we discussed and 
reviewed the exce ptions noted in the above finding with m anagem ent num erous tim es. 
Revisions were m ade as m anagem ent provided further explanations and/or additional 
support. At the exit conference , we again discussed and re viewed with m anagem ent 
documentation re lating to item s 6a and 6b. Managem ent's inability to reconcile its 
reco rds to the supporting docum entation em phasizes the need for the m edica l ce nter to 
m aintain accura te m ovable property re cords. 

The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial im provements to the operations of the medical center. The varying nature of the 
reco m m endations, their im plem entation costs, and their potential im pact on the operations of 
the m edica l center should be co nsidered in reaching decisions on courses of action. Findings 
relating to the m edical center's com pliance  with applicable laws and regulations should be 
addressed im mediately by m anagement. 
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This letter is intended for the inform ation and use of the m edical center and its m anagem ent 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 letter is a public docum ent, and it has been 
distributed to appropriate public offi cials. 

BS:BM :PEP:ss 
[UMC02) 

Legislative Auditor 



A ppendix A 

M anagernent's C orrective A ction Plans 
and R esponses to the 

Findings and R ecom m endations 



M ay 22,2002 

Health Sciences Center 
HEAL:[tl CARE SERVICES DIVISION 

De. Daniel G. Kyle, CPA, CFE Legislative Auditor 
Office of Legislative Auditor 
Post Office Box 94397 
Baton Rouge, LA 70804 - 9397 

Dear Dr. Kyle: 

In response to your letter dated M ay 14, 2002 regarding the noted reportable finding, we hereby provide the following: 

Audit Findlne: Payroll/l'ersonncl Interl~a) Control W eaknesses 

School of Medicine in New Orlean~ 
$chooq of Medtcme in Shreveport 
School of flautist ~ 

School ol Hu~smg 
School of Allie6 Hearth Profession~ 

School o~ Gravitate StaOie~ 
Health Care Services Division 

The University Medical Center (UMC) did not have adequate internal control procedures to ensure that payroll transactions 
are valid, authorized, and correctly input into the payroll system or that all aspects of state law and Civil Service regulations 
are followed. 

M anagem ent% Position: W e concur with the audit finding as noted 

Corrective Action Plan In an effort to strellgthen internal controls oval payroll transactions, the following steps have been takerl 

~ On M ay 7t~, 2002, there was an upgrade installed in our payroll system, which creates a warn ing message for 'more 
than 24 hours'. 

~ UMC is in the process of scheduling a refresher course for all of its timekeepers to advise them of their responsibility 
as timekeepers and the liability that they adopt whenever they key in time for employees without supporting 
documentation. "lhis will also be an opportunity for the timekeepers to inquire about any issues or concerns they may 
have regarding any other payroll nmtter. This project will be under the direction of our Payroll Manager, Ms. Softy 
Sinegal and we are hopeful to have it completed by September 30, 2002. 

~ U .M C's.Persormcl Policy attd Procedure No.? Subject'. Causes (or~ ]inary Action states that an employee must 
properly record his/her time worked, or failure to clock in or oul. This policy identifies the levels of infractions and 
the appropriate aefion for each occurrence. However, it is evident that greater controls are needed. Our current 
payroll system is a systam-wide system and management plans to discuss this matter wi th central office to arrive at 
an appropriate solution to strengthen current controls. 

We appreciate your staff's assistance in helping us to improve our ope rations, lf additiona7 inforn~lion is needed, please feel free Io conlaet mc 
at (337) 261-600]. 

Sil~erely, 
.t/f~,"', 

La~'renee Dorsey, Administratqd---'~ 

CC: Ken Laney, HCSD Internal Audit 
Don EIbourne, IICSD Chief Financial Officer 
Lanette Buie, HCSD Human Resources Director 
Arl [.andry, HCSD Comptroller 
Sally Sinegal, UM C Payr oll M anager 
Denise Fontanot, UM C Acting Human Resources Director 
Karen B. Gardiner, UM C Chief Financial Officer 

University Medical Center ~ 2390 West Congress ~ P. O. Box 69300 - Lafayette, LA 70596-9300 
phone (337) 26]-6000 * www.lsuhsc.edu 



n Health Sciences Cep.ter HEAL'IH CARE SERVICES DIVISION 
June 19. 2002 

Dr. Daniel G. Kyle, CPA, CFE Legislative Auditor 
Office of Legislative Auditor 
Post Office Box 94397 
Baton Rouge, Louisiana 70804-9397 

Dear Dr. Kyle 

School of Idedicine in Hew Orleans 

School of Idedlcine in Sh)eveporl 
School of Dentistry 
School of t~utsing 

School of A)lied Heaffh Piofessions 
School of Dra(~uate Slu0ies 
Health C~re Servites Division 

In response to your letter dated M ay 20, 2002 regarding the noted reportable Finding, we hereby 
provide th e following: 

Audit Finding: Noncompliance with Patient Adm issions Law 
The University M edical Center (UMC) did not comply with state law for patient admissions 
relating to documentation of the patient's ability to pay. 

M anagem ent's Position: W e concur with th e audit finding as noted 

Corrective Action Plan: M anagement has implemented ongoing review of the admission's 
process to ensure compliance with applicable State Law and HCSD Policy and Procedures as they 
relate to the compliance of obtaining and safeguarding docum entation of patients' ability to pay. 
It has also been requested th at HCSD implem ent autom ation technology to efficiently control and 
m anage th e large volum e of adm it screening records. 

If additional information is needed, please fcel free to contact me at (337) 261-6001 

kbg/LD 

xc: Ken Laney, }tCSD Intern al Audit 
Don Elboum e, HCSD Chief Financial Officer 
Art Landry, IICSD Comptroller 
Guy LaBauve, HCSD Patient Financial Services 
Karen B. Gardiner, UM C Chief Financial Officer 

University Medical Center ~ 2390 West Congress ,, P. O. Box E,9300 ~ Lafayette, LA 70590-9300 
phone (337) 261-6000 ~ www.lsuhsc.edu 2 



i Health Sciences Cente~~- J;-~,. ;;~ ,".;; ~: ~z HEALTH CARE SERVICES DIVISION 
July 29, 2002 

Dr. Daniel G. Kyle, CPA , CFE, Legislative Auditor 
Office of the Legislative Auditor 
Post Office Box 94397 
Baton Rouge, LA 70804-9397 

Finding: Lack of Controls Over M ovable Property 

School 01 Medicine in New Orleans 
School el tdedlci~e in SHreveport 

ScHool of Oentistff 
SChool of Sorsing 

School of ATlied Health Prolessions 
ScHool of Gcadu~te Studies 

Health Care Services Division 

For the second consecutive audit, the University M edical ('enter did not m aintain adequate internal control over 
m ovable property as prescribed by state law . 

M anaRem ent's Position 

Corrective Action Plan 
M anagem ent acknowledges that there are some weaknesses in our internal control procedures which goverus movable 
property and takes full responsibility to ensure compliance. 

If additional information is needed, please feel free to contact me at (337) 261-6001 

kbg/LD 

cc: Ken Laney, HCSD Intern al Audit 
Don Elbourne, HCSD Chief Financial Officer 
Arl Landry, HCSD, Director of Financial Services 
Judy Albin, HCSD Comptroller 
Shelia Bern ard-Charles, UM C Property M anager 
Van Thompson, UM C W arehouse M auager 
Karen B. Gardiner, UM C Chief Financial Officer 

University Medicel Center * 2390 West Congress ~ P. O. Box 69300 * Lafayette, LA 70596-9300 
phone (337) 261-6000 * www.lsuhsc.edu 
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