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As part of our audit of the State of Louisiana's financial statem ents for the year ended June 30, 
2001, we considered the Office of Telecom munications Management's internal control over 
financial reporting; we exam ined evidence supporting certain accounts and balance s m aterial to 
the State of Louisiana's financial statements; and we tested the office's co m pliance  with laws 
and regulations that could have a direct and m aterial effect on the State of Louisiana's financial 
statem ents as required by Governm ent Auditing Standards. 

The Annual Fiscal Report of the Office  of Telecom m unica tions Managem ent is not audited or 
reviewed by us, and, accordingly, we do not express an opinion on that report. The office's 
accounts are an integral part of the State of Louisiana's financial statem ents, upon which the 
Louisiana Legislative Auditor expresses an opinion. 

In our prior m anagem ent letter on the Office  of Telecom m unications Managem ent for the year 
ended June 30, 2000, we reported a finding relating to lack of an internal audit function. The 
finding has not been resolved and is addressed again in this letter. 

Based on the applica tion of the procedures referre d to previously, all significa nt findings are 
included in this letter for m anagem ent's consideration. 

Lack of Internal Audit Function 

For the eighth co nsecutive year, the Office of Telecom m unica tions M anagem ent, a 
section within the Division of Adm inistration, did not have an effective internal audit 
function to exam ine, evaluate, and report on internal control, including data processing, 
and to evaluate its com pliance with the policies and proce dures of the control system . 
An effective internal audit function is necessary to ensure that the office's assets are 
safeguarded and that state policies and proce dures are uniform ly applied. Total office  
assets of $9,092,134 and revenues of $48,859,338 demonstrate the need for an 
effective internal audit function. 

The Office of Telecom m unications M anagem ent should develop and im plem ent an 
effective internal audit function. Managem ent of the office  co ncurred with the finding 
and recommendation and outlined a plan of corrective action (see Appendix A, pages 
1-2). 
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naccurate Financial Statem ents 

The Office of Telecom m unications Managem ent did not subm it accurate and/or 
co mplete annual fisca l reports (AFRs) to the Division of Administration in accordance 
with prescribed law. Louisiana Revised Statute (R.S.) 39:79 requires that a sworn 
statem ent be prepared in the form at devised and approved by the co m m issioner of 
adm inistration, and the affidavit attached to the AFR states that the financial statem ents 
present fairly the financial position of the office. The AFR that was subm itted to the 
Office of Statewide Reporting and Accounting Policy (OSRAP) for the year ended June 
30, 2001, co ntained the following m aterial m isstatem ents: 

Statement A (Balance Sheet) did not include receivables or payables 
related to telecom m unica tion usage that was incurred in June 2001. 

Statement C (Statement of Cash Flows) omitted net ca sh provided (used) 
by operating activities, included ca sh provided from transfers even 
though no transfers occurred, and included other m isstatem ents to 
balance Statem ent C to Statem ent A. 

The AFR was not adequately reviewed before it was subm itted to O SRAP. Inaccurate 
financial reporting by the office  could ca use m aterial m isstatem ents in the State of 
Louisiana's Com prehensive Annual Financial Report. 

The Office of Telecom m unica tions M anagem ent should prepare an accurate AFR to be 
subm itted to O SRAP in acco rdance with state law. Managem ent of the offi ce co ncurred 
with the finding and recommendation and outlined a plan of corrective action (see 
Appendix A, page 3). 

The reco mmendations in this letter represent, in our judgment, those most likely to bring about 
beneficial im provem ents to the operations of the office. The varying nature of the 
recom m endations, their im plem entation costs, and their potential im pact on the operations of 
the office should be co nsidered in reaching decisions on courses of action. Findings relating to 
the office's com pliance  with applica ble laws and re gulations should be addressed im mediately 
by m anagem ent, 
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This letter is intended for the inform ation and use of the office 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 officials. 

M M G:W DD'RCL:dl 

iOTM0t] 

Legislative Auditor 



A ppendix A  

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

Findings and Recom m endations 



M .J. "M IKE" FOSTER, JR. 
GOVERNOR 

State of Louisiana 
DIVISIO N OF ADM INISTRATION 

OFFICE OF TELECOM MUNICATIONS MANAGEM ENT 

M r. Daniel G . Kyle 
CPA , CFE, Legislative Auditor 
P.O . Box 94397 
Baton Rouge, LA 70804-9397 

Septem ber 11, 2001 

MARK C. DRENNEN 
COMMt..%SIONER OF ~ tNI$1"RATtON 

D ear M r. Kyle: 

In response to your letter of September 7, 2001 concerning the audit finding on the lack of an 
internal audit function within the Office of Teleco mmunications M anagement (OTM ), the 
following is provided: 

Finding: Lack of Intern al Audit Function 

OTM  concurs with th e finding 

The attached  letter dated February 8, 2001 from Comm issioner Drennen explains the 
D ivisions position relating to th is finding. 

Please advise if additional inform ation is required  

D irector 

Attachm ent 

C : N ino Salvaggio, O TM  

POST OFFICE BOX 94280 ~ 150 THIRD STREET ~ BATON ROUGE, LA 70804-9280 
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M . J. "M IKE" FOSTER. JR 
OOV~RNOI~ 

DIVISION OF ADMINISTRATIO~ 

O FFICE O F TH E CO M M ISSIO NER 

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

Dear Dr. Kyle 

February 06, 2001 

RE: Single Audit Finding - Internal Audit Function 

IvlARK C. DRENNEN 
CD~AM I$$tONER O~ ADM INISTRATION 

W e concur in part w ith the finding that additional internal audit resources are 
needed in all departm ents. How ever, as stated in prior correspondences, w e do 

not concur with that part of the finding which makes a subjective judgment 
statem ent that all entities nam ed w ithin the finding have an ineffective internal 
audit function. Further, the finding fails to delineate or reference the areas of 
departm ental im provem ent m ade over the last reporting period. 

This office continues to evaluate current internal audit needs and existing 
resource levels to ascertain the additional level of funding needed to provide that 
resource and w orks to find and provide those resources the agencies. How ever, 

due to a lack of financial resources and this administrations' stated objectives to do 
m ore w ith less, it w ill be incum bent upon each departm ent to identify current 
resources w hich can reallocated to be uti[ized for the internal audit function. 

M CD/W JK/sm  

M ark C. Drennen 
Com m issioner of Adm inistration 

O FFIC[ O F THE COM M ISSIO NER ~ P O . BO X 9'409.~ ~ BATO N ROUGE, LA 70804-9095 
~$04) 342-700D "FAX ISD4) 342-105~ 
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@  
M.J.'MIKE*FOSTER, JR. 

GOVERNOR 

State of Louisiana 
DIVISION OF ADM INISTRATIO N 

OFFICE OF TELECOMM UNICATIONS.MAN~JSEM EI~I" 

M r. D aniel G . Kyle 
CPA , CFE, Legislative Auditor 
P.O . Box 94397 
Baton Rouge, LA 70804-9397 

October 10, 2001 

MARK C. DRENNEN 
COMMISSIONER OF ADMINISTRATION 

Dear M r. Kyle: 

In response to your letter of Octobe r 5, 2001 concerning the audit finding on th e Inaccurate 
Financial Statements submitted by the Offi ce Of Telecommunications M anagement (OTM ), the 
following is presented : 
- Finding: Inaccurate Financial Statem ents 
-  OTM  co ncurs with th e finding 
- The past two years, usage based  rece ivables and payables were included  in OTM 's financial 

statements as an adjustment made by the Legislative Auditor's Office. OTM now understands 
that these adjustm ents should be  made by OTM prior to submitting financial statement and as 
such, will ensure th at they are m ade. 

The co rrective action plan includes the following 

-  Nino Salvaggio is responsible for im plem enting th e plan 

-  Accurate and co mplete financial statements, including Statement A (Balance Sheet) 
and Statement C (Statement of Cash Flow) will be  submitted for the 2001/02 Fisca l 
Year. 

-  Accurate and co mplete financial statem ent will be  subm itted in accordance with 
tim elines established  for state agency financial reporting for the 2001/02 Fiscal Year 

Please advise if additional information is required 

Director 

c: Nino Salvaggio, OTM  
Darline Spano, OTM  

POST OFFICE BOX 94280 ~ lS0 THIRD STREET ~ BATON ROUGE, LA 70804-9280 3 


