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Introduction
 

 
As a part of our audit of the Louisiana State University System (System) and our 
work related to the Single Audit of the State of Louisiana (Single Audit) for the fiscal 
year ended June 30, 2023, we performed procedures at the Louisiana State University 
Health Sciences Center in Shreveport (LSUHSC-S) to provide assurances on financial 
information that is significant to the System’s financial statements; evaluate the 
effectiveness of LSUHSC-S’s internal controls over financial reporting and 
compliance; and determine whether LSUHSC-S complied with applicable laws and 
regulations.   
 
We also determined whether management has taken actions to correct the findings 
reported in the prior year. 
 

Results of Our Procedures
 

 
Follow-up on Prior-year Findings 
 
Our auditors reviewed the status of the prior-year findings reported in the LSUHSC-
S management letter dated May 10, 2023.  We determined that management has 
resolved the prior-year finding related to Weakness in Controls Over Cash 
Management Requirements.  The prior-year findings related to Weakness in Controls 
Over Monitoring of Service Organizations, Weakness in Controls Over Payroll, 
Noncompliance with and Weakness in Controls Over Federal Research and 
Development Expenses, and Noncompliance and Weakness in Controls with Special 
Tests and Provisions Requirements have not been resolved and are addressed again 
in this letter. 
 
 
Current-year Findings 
 
Weakness in Controls Over Monitoring of Service Organizations 
 
For the fourth consecutive year, LSUHSC-S did not adequately monitor the billing and 
collection services performed by a third-party servicer and the related subservice 
organization. Failure to implement adequate monitoring controls increases the risk of 
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not detecting billing errors of the service and subservice organizations, resulting in a 
possible loss of revenue for LSUHSC-S. 
 
Although LSUHSC-S had procedures in place for each department to complete a Billed 
Charges Review on a monthly basis, this review only addressed departmental 
variances greater than +/- 20% and was designed as a high-level review to identify 
drastic changes for each department. In April 2023, LSUHSC-S revised its procedures 
to perform a monthly review of each individual faculty member and overall by 
department by comparing the current month to a six-month average with a variance 
greater than +/- 20%. The revised policy does not specify a timeframe for the 
supervisor to complete their review. 
 
We reviewed the analysis for seven of 18 departments for the months of May and 
June 2023 and noted the following: 
 

 For 6 (43%) of the 14 monthly Billed Charges Analysis reviewed, the 
variance and/or percentage variance were incorrectly calculated. 

 For 6 (43%) of the 14 monthly Billed Charges Analysis reviewed, there 
was no date indicating when the supervisor reviewed the explanations 
provided on the variance report and it was indeterminable whether it 
was completed timely. 

Management explained that the monthly reviews are used to identify trends that need 
to be addressed by the service and subservice organizations over a month or two and 
that they are continuing to develop and address common issues noted in the review 
process with the business managers. 
 
Management should continue to implement policies and procedures to ensure 
services provided by LSUHSC-S physicians are properly billed and collected by the 
service or subservice organizations and properly support the amounts remitted to 
LSUHSC-S. Management concurred with the finding and outlined a plan of corrective 
action (see Appendix A, pages 1-2). 
 
Weakness in Controls Over Payroll 
 
For the fourth consecutive year, LSUHSC-S did not maintain adequate controls over 
payroll processing of supplemental compensation. Inadequate documentation of 
authorized supplemental compensation increases the risk of inaccurate payments to 
employees. 
 
We sampled 15 employees with supplemental compensation payments between  
July 1, 2022, and March 31, 2023, and noted three employees (20%) did not have 
adequate documentation supporting the authorized rate of the supplemental 
compensation totaling $57,167. In a separate test of 20 employees’ salaries, wages, 
and benefits, including supplemental pay, for the same time period, we noted three 
of the six employees (50%) with supplemental pay did not have adequate 
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documentation supporting the authorized rate of supplemental compensation totaling 
$50,833. 
 
LSUHSC-S and Ochsner LSU Physician Group (OLPG) have been working to develop 
compensation structures for current clinical faculty and complete revised offer letters. 
Due to the complexity of the compensation structure and the large number of faculty 
and staff, LSUHSC-S stated that this process is taking longer than originally 
anticipated. 
 
LSUHSC-S represented, as of November 21, 2023, 83% of all offer letters have been 
updated, including all of the School of Allied Health. Of the remaining 172 letters 
outstanding, 43 (25%) are complete and pending signatures. 
 
Management should design and implement policies and procedures that require 
adequate support be approved and maintained, including the reason and rate for 
supplemental pay. Management concurred with the finding and outlined a plan of 
corrective action (see Appendix A, pages 3-5). 
 
Noncompliance with and Weakness in Controls Over Federal Research and 
Development Expenses 
 
For the fifth consecutive year, LSUHSC-S did not ensure internal control over 
documentation of personnel services were operating effectively, and did not ensure 
compliance with federal guidance regarding cost transfers applicable to the Research 
and Development (R&D) Cluster. Untimely certifications and the untimely discovery 
and correction of errors increases the risk of inaccurate reporting and may result in 
an inability to complete approved projects within the approved budget and/or period 
of performance. As a result, LSUHSC-S may have to utilize university funds to 
complete approved projects. In addition, inadequate controls and noncompliance with 
federal awards increases the likelihood of disallowed costs, which LSUHSC-S may 
have to repay to the federal grantor. 
 
In a random sample of 25 out of 2,401 payroll adjusting entries affecting R&D, we 
noted the following: 
 

 Six (24%) adjustments did not have adequate documentation for cost 
transfers to fully explain how the error occurred and a sufficient 
explanation to support the correctness of the new charge. 

 Nine (36%) adjustments were not completed within 90 days of when 
the error was discovered. 

 One (4%) adjustment added unallowed expenses to a federal award 
project and is considered questioned costs totaling $2,619. 

We also performed an analysis of payroll adjusting journal entries to record cost 
transfers to and/or from R&D awards. We noted that 728 (36%) out of 2,030 
adjusting journal entries were made more than 90 days after the end of the biannual 
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period from the original transactions. The adjustments were made 92 to 467 days 
after the end of the biannual period. 
 
In addition, in a random sample of 57 out of 11,827 expense transactions charged to 
R&D during the fiscal year ending June 30, 2023, we noted two (6%) of 32 time and 
effort certifications for salary and related benefit expenses tested were completed 
126 to 140 days after the end of the semiannual period. 
 
LSUHSC-S implemented a revised Personnel Change (PER) form at the beginning of 
FY23, which was designed to include an explanation and justification for any changes 
in faculty compensation on projects funded by federal awards. The departmental 
business managers, who are responsible for initiating PER forms, are not providing a 
full explanation for how errors occurred and the PER forms are not being processed 
timely. In addition, LSUHSC-S faculty are not completing time and effort certifications 
timely, which contributes to untimely adjustments for compensation. 
 
Management should monitor, investigate, and obtain justification from department 
personnel for untimely time and effort certifications, untimely adjustments, and lack 
of supporting documentation for adjustments to enforce established policies. 
Management concurred with the finding and outlined a plan of corrective action (see 
Appendix A, pages 6-8). 
 
Noncompliance and Weakness in Controls with Special Tests and 
Provisions Requirements 
 
For the fifth consecutive year, LSUHSC-S did not have adequate controls in place to 
ensure compliance with Special Tests and Provisions requirements. We reviewed a 
sample of 12 federal R&D Cluster awards from a population of 58 awards, plus two 
additional awards based on materiality, for the fiscal year ending June 30, 2023. We 
reviewed the biannual Time and Effort Certification forms, as applicable, for each 
award and the 24 key personnel assigned to the selected awards. 
 
We noted two of 24 (8.3%) key personnel had documentation of actual effort on the 
Time and Effort Certification forms that did not agree to the effort reported to the 
federal grantor and there was no evidence of prior approval from the federal grantor 
for a change in key personnel. 
 
LSUHSC-S’s controls are not effectively designed to ensure prior approval is obtained 
for changes in effort by key personnel as required by federal regulations, specifically 
relating to disengagement from a project for more than three months or a 25% 
reduction in effort. This is partially due to LSUHSC-S revising its Time & Effort 
Certification policy in September 2022, which changed the frequency of the 
certification from quarterly to semiannually. Failure to implement controls over key 
personnel requirements could result in noncompliance with Special Tests and 
Provisions requirements. 
 
Management should monitor changes in effort for key personnel and verify that prior 
written approval is obtained from the federal grantor for changes that exceed the 
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thresholds set in federal regulations. Management should revise the Time & Effort 
Certification policy or implement alternative controls designed to ensure compliance 
with Special Tests & Provisions requirements. Management concurred with the finding 
and outlined a plan of corrective action (see Appendix A, pages 9-11). 
 
 
Financial Statements – Louisiana State University 
System 
 
As a part of our audit of the System’s financial statements for the year ended  
June 30, 2023, we considered LSUHSC-S’s internal control over financial reporting 
and examined evidence supporting certain account balances and classes of 
transactions, as follows: 
 
Statement of Net Position 
 

Assets - Investments 
Net Position – Net Investment in Capital Assets, Restricted-Expendable, 
Restricted-Nonexpendable, and Unrestricted 

 
Statement of Revenues, Expenses, and Changes in Net Position 
 

Revenues – Nongovernmental Grants and Contracts 
Expenses – Educational and General 

 
Based on the results of these procedures on the financial statements, we reported 
findings related to Weakness in Controls Over Monitoring of Service Organizations 
and Weakness in Controls Over Payroll, as described previously.  In addition, the 
account balances and classes of transactions tested are materially correct. 
 
 
Federal Compliance - Single Audit of the State of 
Louisiana 
 
As a part of the Single Audit for the year ended June 30, 2023, we performed internal 
control and compliance testing as required by Title 2 U.S. Code of Federal Regulations 
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance) on LSUHSC-S’s major federal 
program, the Research and Development Cluster. 
 
Those tests included evaluating the effectiveness of LSUHSC-S’s internal controls 
designed to prevent or detect material noncompliance with program requirements 
and tests to determine whether LSUHSC-S complied with applicable program 
requirements.  In addition, we performed certain procedures on information 
submitted by LSUHSC-S to the Division of Administration’s Office of Statewide 
Reporting and Accounting Policy on the status of the prior-year findings for the 
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preparation of the state’s Summary Schedule of Prior Audit Findings, as required by 
Uniform Guidance. 
 
Based on the results of these Single Audit procedures, we reported findings related 
to Noncompliance with and Weakness in Controls Over Federal Research and 
Development Expenses and Noncompliance and Weakness in Controls with Special 
Tests and Provisions Requirements.  These findings will also be included in the Single 
Audit for the year ended June 30, 2023.  In addition, LSUHSC-S’s information 
submitted for the preparation of the state’s Summary Schedule of Prior Audit 
Findings, as adjusted, is materially correct.  
 
 
Trend Analysis 
 
We compared the most current and prior-year financial activity using LSUHSC-S’s 
Annual Fiscal Reports and/or system-generated reports and obtained explanations 
from LSUHSC-S’s management for any significant variances.   
 
The recommendations in this letter represent, in our judgment, those most likely to 
bring about beneficial improvements to the operations of LSUHSC-S.  The nature of 
the recommendations, their implementation costs, and their potential impact on the 
operations of LSUHSC-S should be considered in reaching decisions on courses of 
action. The findings related to LSUHSC-S’s compliance with applicable laws and 
regulations should be addressed immediately by management.  
 
Under Louisiana Revised Statute 24:513, this letter is a public document, and it has 
been distributed to appropriate public officials. 
 

Respectfully submitted, 
 
 
 
Michael J. "Mike" Waguespack, CPA 
Legislative Auditor 
 

BDM:RJM:JPT:BQD:aa 
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B.1 

APPENDIX B: SCOPE AND METHODOLOGY 
 
 

We performed certain procedures at the Louisiana State University Health Sciences 
Center in Shreveport (LSUHSC-S) for the period from July 1, 2022, through June 30, 
2023, to provide assurances on financial information significant to the Louisiana State 
University System (System), and to evaluate relevant systems of internal control in 
accordance with Government Auditing Standards issued by the Comptroller General 
of the United States.  Our procedures, summarized below, are a part of the audit of 
the System’s financial statements and our work related to the Single Audit of the 
State of Louisiana (Single Audit) for the year ended June 30, 2023. 
 

 We evaluated LSUHSC-S’s operations and system of internal controls 
through inquiry, observation, and review of its policies and procedures, 
including a review of the laws and regulations applicable to LSUHSC-S. 

 Based on the documentation of LSUHSC-S’s controls and our 
understanding of related laws and regulations, we performed 
procedures to provide assurances on certain account balances and 
classes of transactions to support our opinions on the System’s financial 
statements. 

 We performed procedures on the Research and Development Cluster for 
the year ended June 30, 2023, as a part of the 2023 Single Audit. 

 We performed certain procedures on the status of prior-year findings for 
the preparation of the state’s Summary Schedule of Prior Audit Findings 
for the year ended June 30, 2023, as a part of the 2023 Single Audit. 

 We compared the most current and prior-year financial activity using 
LSUHSC-S’s Annual Fiscal Reports and/or system-generated reports to 
identify trends and obtained explanations from LSUHSC-S management 
for significant variances. 

The purpose of this report is solely to describe the scope of our work at LSUHSC-S, 
and not to provide an opinion on the effectiveness of LSUHSC-S’s internal control 
over financial reporting or on compliance.  Accordingly, this report is not intended to 
be, and should not be, used for any other purposes. 
 
We did not audit or review LSUHSC-S’s Annual Fiscal Reports, and accordingly, we 
do not express an opinion on those reports.  LSUHSC-S’s accounts are an integral 
part of the System’s financial statements, upon which the Louisiana Legislative 
Auditor expresses opinions. 
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