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LOUISIANA STATE UNIVERSITY  
  HEALTH SCIENCES CENTER -  
  HEALTH CARE SERVICES DIVISION 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
As part of our audit of the Louisiana State University System’s financial statements for the year 
ended June 30, 2005, we considered the Louisiana State University Health Sciences Center 
(LSUHSC) - Health Care Services Division’s (HCSD) internal control over financial reporting; 
we examined evidence supporting certain accounts and balances material to the System’s 
financial statements; and we tested HCSD’s compliance with laws and regulations that could 
have a direct and material effect on the System’s financial statements as required by Government 
Auditing Standards.  In addition, we considered HCSD’s internal control over compliance with 
requirements 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 HCSD’s compliance with laws 
and regulations that could have a direct and material effect on the major federal programs as 
required by United States Office of Management and Budget Circular A-133. 
 
The annual financial information of the LSUHSC, which includes the activity of HSCD, is not 
audited or reviewed by us, and, accordingly, we do not express an opinion on that financial 
information.  HCSD’s accounts are an integral part of the System’s financial statements, upon 
which the Louisiana Legislative Auditor expresses opinions. 
 
In our prior management letter on HCSD, for the year ended June 30, 2004, we reported findings 
relating to noncompliance with the HIV Care Formula Grants program, internal control 
weaknesses over capital assets, internal control weaknesses over inventory, and inadequacies in 
controls over movable property. The findings related to noncompliance with the HIV Care 
Formula Grants program, internal control weaknesses over capital assets, and internal control 
weaknesses over inventory have been resolved by management. The finding related to 
inadequacies in controls over movable property has been partially resolved by management and 
is addressed in the finding on unlocated movable property in this letter. 
 
Based on the application of the procedures referred to previously, all significant findings are 
included in this letter for management's consideration.  All findings included in this management 
letter that are required to be reported by Government Auditing Standards will also be included in 
the State of Louisiana’s Single Audit Report for the year ended June 30, 2005. 
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Unlocated Movable Property 
 
The Medical Center of Louisiana at New Orleans (MCLNO) did not have adequate 
internal controls over movable property.  MCLNO identified unlocated movable property 
items totaling $3,251,897 as a result of physical inventory procedures.  Of that amount, 
items totaling $445,370 were removed from the property records because they had not 
been located for three consecutive years. Of the unlocated property reported on 
MCLNO’s physical inventory certification, the amount of unlocated computers and 
computer-related equipment totaled $915,787.  The certification of property inventory 
disclosed $71,718,342 in total movable property administered by MCLNO.  MCLNO 
submitted its annual certification of property inventory to the Louisiana Property 
Assistance Agency (LPAA) on May 13, 2005.   
 
Louisiana Revised Statute 39:325 requires entities to conduct an annual property 
inventory of movable property and report any unlocated movable property to LPAA.   
Louisiana Administrative Code 34.VII.313 states, in part, that efforts must be made to 
locate all movable property items for which there are no explanations available for their 
disappearance.  In addition, good internal control dictates that assets are properly 
monitored to safeguard against loss or theft and that thorough periodic physical counts of 
property inventory be conducted. 
 
Failure to establish adequate controls over movable property increases the risk of loss 
arising from unauthorized use of property and subjects the division to noncompliance 
with state laws and regulations.  Because of the nature of the services provided by the 
hospitals, the risk exists that sensitive information could be improperly recovered from 
the missing computers and/or computer-related equipment. 
 
Management should strengthen its procedures for conducting the physical inventory of 
movable property and devote additional efforts to locating movable property reported as 
unlocated in previous years for all hospitals and administration.  Management concurred 
in part with the finding and recommendation and outlined a plan of corrective action (see 
Appendix A, pages 1-2). 
 
Inadequate Control Over Financial Class Determinations 
 
Earl K. Long Medical Center (EKLMC) failed to require and maintain adequate 
documentation to support “free-care” financial class determinations in accordance with 
LSUHSC-HCSD policy and has failed to make timely financial class code changes when 
adequate supporting documentation is provided. 
 
LSUHSC-HCSD Policy 1503-00 requires the hospital to gather supporting documen-
tation as part of the screening process to make a financial class determination.  If the 
patient/guarantor has no income, he/she is to provide a notarized statement indicating 
financial status witnessed by an individual not related to the guarantor.  In addition, this 
policy requires that all admit forms, including screening documentation, be kept and 
maintained.  LSUHSC-HCSD Policy 2525-05 requires patients to provide supporting 
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documentation to the hospital to support a “free-care” determination.  If the patient does 
not have the information available at registration, he/she is allowed to pay a 
nonrefundable deposit and is allowed 10 days to provide the information to be evaluated 
for “free-care” eligibility.  In addition, good internal control would require adequate 
documentation be maintained to support financial class determinations and that those 
determinations be input in the billing system in a timely fashion, within a standard billing 
cycle, usually 30 days, after the patient provides the documentation. 
 
In a review of 47 “free-care” patient accounts (16 from the test of billings and 31 from 
the test of financial class code changes), we noted that although the Patient Identification 
Records (PIR) have comments input by Admit/Screening staff indicating the review of 
support for “free-care” eligibility, 31 (66%) did not have that supporting documentation 
maintained to support the “free-care” determination.  In addition, the comments on the 
PIR indicated that 14 of those patients had not provided supporting documentation within 
the allowable 10-day period; therefore, those patients should have been classed as “self-
pay” and received a bill, rather than being classed as  “free-care” where no bill is 
generated. 
 
In a review of 43 patient accounts (test of billings): 
 

• One account (2%) was incorrectly coded as “free-care” when the patient 
should have been coded to “self-pay.” 

• Six patients (14%) had provided a statement of no income; however, it 
was not notarized and/or witnessed in accordance with the LSUHSC-
HCSD policy and therefore should not have been accepted to support the 
“free-care” determination. 

In a review of 31 financial class code changes, 17 (55%) were not input into the billing 
system until over 30 days after the supporting documentation was provided by the 
patient. 
 
These errors occurred because the hospital has failed to implement adequate procedures 
to ensure compliance with system policies regarding the review and maintenance of 
supporting documentation for financial class determinations and has failed to implement 
adequate procedures to ensure that adequately supported financial class code changes are 
made timely in the billing system. 
 
Failure to require and maintain adequate documentation to support financial class 
determinations and failure to timely input financial class changes in the billing system 
subjects the hospital to noncompliance with LSUHSC-HCSD policies and could cause 
improper billing of patient accounts and excess administrative time to detect and correct 
errors. 
 
Management should immediately implement procedures to ensure compliance with 
LSUHSC-HCSD policies that require adequate supporting documentation be reviewed 
and maintained to support “free-care” financial class determinations.  In addition, 
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management should implement procedures to ensure that financial class code changes are 
made within 30 days of the patient supplying the required information.  Management 
concurred with the finding and recommendation and outlined a plan of corrective action 
(see Appendix A, pages 3-4). 
 
Noncompliance With the LaCarte Purchasing Card  
  Policy and Approval Procedures 
 
The LSUHSC-HCSD did not comply with all policies and procedures established for the 
use of LaCarte procurement (credit) cards.  The procurement cards were sometimes used 
by personnel other than the cardholder, and some items purchased were not properly 
approved.  The LSUHSC’s LaCarte Purchasing Card Policy and Procedures, section 3, 
and the Louisiana Statewide Purchasing Card Policy, section III(B)(1), state that the only 
person who is authorized to use the card is the cardholder.  HCSD’s procedures require 
that all purchases must be pre-approved by the Director of Human Resource 
Management.  In addition, good internal controls require that all approvals be obtained 
before purchases are made.  HCSD did not place significant emphasis on controls over 
LaCarte card purchases to ensure that purchases were properly approved or being made 
by the named cardholders.   
 
In a test of 54 LaCarte Purchasing Card transactions, we noted the following: 
 

• Twelve transactions (or 22%) were purchased by HCSD personnel other 
than the cardholder. 

• Six transactions (or 11%) did not contain Director of Human Resource 
approval. 

• Four transactions (or 7.5%) were approved after the purchase had taken 
place. 

Failure to ensure that purchases are in compliance with the division’s policies and 
procedures increases the risk of unauthorized and/or inappropriate purchases being made.  
Management should ensure that LaCarte Card purchases are only being made by 
cardholders and all purchases are properly approved before purchase.  Management 
concurred with the finding and recommendation and outlined a plan of corrective action 
(see Appendix A, page 5). 
 
Failure to Report Misappropriations 
 
EKLMC failed to report the misappropriation of assets to the legislative auditor and the 
district attorney in accordance with state law and with LSUHSC-HCSD policy.  
Louisiana Revised Statute 24:523 requires an agency head to immediately notify the 
legislative auditor and district attorney, in writing, of the known misappropriation of 
public funds or assets.  In addition, LSUHSC-HCSD Policy 2523-04 requires that known 
misappropriations also be reported to the Chief Executive Officer of LSUHSC-HCSD 
and to the Director of Internal Audit.  
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As a result of our inquiries of management, we found two incidents involving the 
misappropriation of assets at EKLMC that had not been reported as required by state law 
and LSUHSC-HCSD policy.  These incidents involved a theft of $1,725 in cash and a 
separate theft of $1,720 in cash and movable property that occurred in June 2004 and 
December 2004, respectively. 
 
Failure to report these misappropriations occurred because management has not 
implemented policies or procedures to ensure that all such incidents have been 
appropriately reported to the legislative auditor, the district attorney, and others as 
required.  Failure to report such incidents subjects EKLMC to noncompliance with state 
law and LSUHSC-HCSD policy.  
 
Management should design and implement policies and procedures to ensure that all 
misappropriations of assets are reported to the legislative auditor, the district attorney, 
and others as required by state law and LSUHSC-HCSD policy.  Management concurred 
with the finding and recommendation and outlined a plan of corrective action (see 
Appendix A, page 6). 
 
Additional Comment:  An employee of EKLMC confessed to the theft of $1,725 in 
cash, made full restitution, and was terminated by the hospital.  Formal charges were not 
filed against the employee because of the confession and full restitution. 
 

The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial improvements to the operations of the division.  The varying nature of the 
recommendations, their implementation costs, and their potential impact on the operations of the 
division should be considered in reaching decisions on courses of action.  Findings relating to the 
division’s compliance with applicable laws and regulations should be addressed immediately by 
management.   
 
This letter is intended for the information and use of the division and its management 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 document, and it has been distributed to 
appropriate public officials. 
 

Respectfully submitted, 
 
 
 
Steve J. Theriot, CPA 
Legislative Auditor  

 
BH:ES:PEP:ss 
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