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Introduction 
 
As a part of our Single Audit of the State of Louisiana (Single Audit) for the fiscal year ended 
June 30, 2016, we performed procedures at the Louisiana Board of Regents for Higher Education 
(BOR) to evaluate the effectiveness of BOR’s internal controls over the Research and 
Development (R&D) Cluster of federal programs and to determine whether BOR complied with 
applicable requirements as specified in Title 2 U.S. Code of Federal Regulations Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal 
Awards (Uniform Guidance).  In addition, we performed procedures for the period July 1, 2015, 
through June 30, 2017 to evaluate certain internal controls BOR uses to ensure accurate financial 
reporting and transparency, compliance with applicable laws and regulations, and to provide 
overall accountability over public funds. 
 
BOR was created to act as an oversight body for higher education in the State of Louisiana and 
plan, coordinate, and have budgetary responsibility for all public post-secondary education.  
Through statewide academic planning and review, budgeting and performance funding, research, 
and accountability, BOR coordinates the efforts of the state’s 33 degree-granting public 
institutions in addition to the Louisiana State University & Southern University Agricultural 
Centers and the Pennington Biomedical Research Center.  BOR also serves as the state liaison to 
Louisiana’s accredited, independent institutions of higher learning.  While not involved in 
overseeing the day-to-day operations of college campuses, BOR is responsible for setting 
important statewide standards, including minimum admissions requirements.  BOR represents 
the public higher education community before all branches of government and the public.   
 
Pursuant to Act 314 of the 2016 Legislative Session, the Louisiana Office of Student Financial 
Assistance (LOSFA) and the Louisiana Universities Marine Consortium (LUMCON) are now 
consolidated as programs into BOR. 
 

Results of Our Procedures 
 

Findings  
 
Noncompliance with Subrecipient Monitoring Requirements 
 
BOR did not adequately monitor subrecipients of federal R&D Cluster programs.  Failure to 
properly monitor subrecipients results in noncompliance with federal regulations and increases 
the likelihood of disallowed costs that may have to be returned to the federal grantor.  
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Our procedures identified the following: 
 
 BOR did not have controls in place to ensure that required audits were completed 

within nine months of the end of the subrecipient’s audit period; a management 
decision on audit findings was issued within six months after receipt of the 
subrecipient’s audit report; the subrecipient took timely and appropriate corrective 
action on all audit findings; or a certification from the subrecipient was obtained 
indicating that an audit was not required.  

BOR policy was to obtain subrecipient audits for only those subrecipients 
expending more than $500,000 in federal funds received only through BOR, 
which is not in accordance with federal regulations.  Those regulations state that 
pass-through entities are required to ensure that subrecipients expending $750,000 
or more in all federal awards during the subrecipient’s fiscal year meet the audit 
requirements. 

 BOR did not ensure that subawards included all required information per federal 
regulations at the time of the subaward.  None of the 20 subrecipient awards 
tested contained all required information per federal regulations (2 CFR Part 200).  
Federal regulations state that all pass-through entities must ensure that every 
subaward is clearly identified to the subrecipient as a subaward by providing the 
information described in 2 CFR 200.331(a)(1) such as the CFDA number, 
identification as R&D, and the subrecipient’s unique entity identifier.   

 BOR did not adequately evaluate each subrecipient’s risk of noncompliance for 
purposes of determining the appropriate subrecipient monitoring related to the 
subaward.    

Federal regulations state that the pass-through entities must evaluate each 
subrecipient’s risk of noncompliance with federal statutes, regulations, and the 
terms and conditions of the subaward for purposes of determining the appropriate 
monitoring of the subrecipient.  We discussed this requirement with BOR, and 
management indicated that the evaluation was not performed for any subrecipient. 

BOR management should implement internal controls to ensure that subrecipients meet audit 
requirements; review of subrecipient audit reports are performed timely; management decision 
letters are issued on applicable audit findings; and management is evaluating subrecipient risk of 
noncompliance to determine the appropriate monitoring.  BOR management should also 
implement internal controls to ensure that subawards include all required information per 2 CFR 
Part 200.331(a) at the time of the subaward.  Management concurred with the finding and 
provided a corrective action plan (see Appendix A, pages 1-2). 
 
Weaknesses in Controls over Cash Management Requirements 
 
The Office of Finance and Support Services (OFSS) personnel did not follow prescribed controls 
over compliance with the cash management requirements of R&D Cluster programs for BOR 
awards.  For six (15%) of 40 R&D Cluster expense transactions tested for cash management, the 
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related drawdown request for reimbursement did not contain a reconciliation performed by OFSS 
to ensure the accurate drawdown amount was being requested. 

 
OFSS’s prescribed controls over cash management requirements with regard to BOR R&D 
awards consisted of a reconciliation of revenues to expenditures recorded in ISIS to ensure the 
appropriate amount was being drawn down and expenditures did not exceed revenues.  OFSS did 
not perform the reconciliations over cost reimbursement award drawdown requests to ensure that 
BOR R&D awards were in compliance with cash management requirements. 

 
Federal regulations require that the non-federal entity receiving federal awards must establish 
and maintain effective internal control over the federal award that provides reasonable assurance 
that the entity is managing the award in compliance with federal statutes, regulations, and the 
terms and conditions of the federal award.  Failure to follow prescribed controls could result in 
BOR requesting reimbursement for expenses not incurred prior to the request, expenditures 
being requested multiple times, or expenditures exceeding revenues, and could place BOR in 
noncompliance with federal regulations.   

 
Management should ensure that the reconciliation of revenues to expenditures is performed for 
all drawdown requests.  Management concurred with the finding and provided a corrective action 
plan (see Appendix A, page 3). 
 
Indirect Costs not Reported on the SEFA 

 
OFSS did not have controls in place to ensure that the Schedule of Expenditures of Federal 
Awards (SEFA) information for BOR included all expenditures before submitting it to the Office 
of Statewide Reporting and Accounting Policy (OSRAP) for inclusion in the state’s Single Audit 
report.   

 
OFSS submitted an inaccurate SEFA for BOR for the fiscal year ending June 30, 2016, by 
excluding approximately $213,000 of indirect cost expenditures from the total expenditures 
reported.  Failure to properly compile SEFA information before submitting it to OSRAP 
increases the likelihood that errors and omissions, either intentional or unintentional, may occur 
and remain undetected. 
 
Federal regulations state, “for reports prepared on a cash basis, expenditures are the sum of  
(1) cash disbursements for direct charges for property and services; (2) the amount of indirect 
expenses charged; (3) the value of third-party in-kind contributions applied and (4) the amount of 
cash advance payments and payments made to subrecipients.”  Note C of the SEFA provided by 
OSRAP that describes indirect cost states, “Indirect costs charged to federal grants and contracts 
by means of approved indirect cost rates are recognized as disbursements or expenditures in the 
SEFA.” 

 
OFSS should strengthen its controls over the financial reporting process of the SEFA to ensure 
all expenditures are reported.  In addition, BOR and OFSS management should perform a 
thorough review of the SEFA information to identify and correct errors before submitting it to 
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OSRAP.  Management concurred with the finding and provided a corrective action plan (see 
Appendix A, page 4). 
 
Inadequate Internal Audit Function 

 
BOR did not have an adequate internal audit function to examine, evaluate, and report on its 
internal controls and to evaluate compliance with the policies and procedures that are necessary 
to maintain adequate controls.  In addition, BOR did not comply with Louisiana Revised Statue 
(R.S.) 17:3138.6 that requires BOR to establish an internal audit function that adheres to the 
Institute of Internal Auditors’ (IIA) International Standards for the Professional Practice of 
Internal Auditing (IIA Standards).  R.S. 17:3138.6 also requires that the chief audit executive 
annually certify conformance with IIA Standards to the board. 
 
Our review of the BOR internal audit function noted the following: 

 
 BOR management has assigned the function of the internal auditor to an 

employee within the agency. 

 An Internal Audit Charter was provided in March 2017; however, it had not been 
approved by BOR management or the board.  

 No audit plan or risk assessment was performed by BOR for fiscal year 2016 or 
fiscal year 2017.  An effective internal audit function should include identifying 
high-risk areas and reporting whether controls are in place to properly safeguard 
against those risks.  

 BOR did perform one internal audit related to the LaCarte Purchasing Card 
(LaCarte card) and noted no findings.  This audit is required by the State of 
Louisiana Corporate Liability “LaCarte” Purchasing Card Policy (LaCarte 
Purchasing Card policy) and was not performed due to a risk assessment that 
identified it as a risk-based project. 

 The chief audit executive did not annually certify to the board that the internal 
audit function conformed to IIA Standards. 

 BOR did not have a quality assurance and improvement program as required by 
IIA Standards. 

An adequate and effective internal audit function is important to ensure that BOR’s assets are 
safeguarded and that management’s policies and procedures are uniformly applied.  BOR 
management should take the necessary steps to ensure an adequate internal audit function is in 
place.  Management concurred with the finding and provided a corrective action plan (see 
Appendix A, page 5). 
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Inadequate Controls over Payroll 
 
BOR did not have adequate controls in place to ensure manual time sheets were correctly entered 
into the LaGov system; manual leave slips entered were obtained and maintained within the 
payroll files; employees’ time sheets were certified and approved before the payroll processing 
date; and the overall payroll documentation prepared by the primary time administrator for each 
pay period was reviewed by the secondary time administrator in accordance with BOR policy. 
 
We reviewed payroll documentation for eight pay periods that occurred in fiscal years 2016 and 
2017 and noted the following exceptions: 
 

 Six pay periods contained employees with manual time sheets that were not 
correctly entered into the LaGov System, and therefore their hours were coded to 
the incorrect reporting category or leave was incorrectly entered for the pay 
period.  Improper coding could cause inaccurate payroll amounts charged to 
grants. 

 One pay period included two employees’ leave hours manually entered in the 
system but BOR did not obtain or maintain copies of the approved leave slips. 

 Three pay periods contained manual time sheets that were approved after the 
payroll processing date or that were missing from the payroll files. 

 Seven pay periods had employees whose time sheets were not certified by the 
employee or approved by a supervisor within the LaGov system until after the 
payroll processing date.  In some instances, supervisors were out of the office, and 
no one approved electronic time sheets in their place.  For two of the seven noted 
pay periods, all certifications and approvals were made before the payroll 
payment date. 

 Four pay periods did not have evidence that the overall payroll documentation 
was reviewed by the secondary time administrator in accordance with BOR 
policy. 

BOR did not follow BOR procedure policy HR-33 regarding the compilation of overall payroll 
documentation by the primary time administrator and approval of the documentation by the 
secondary time administrator, which should have indicated approval with check marks and 
signatures.  In addition, BOR did not design or implement adequate controls to ensure approved 
manual time sheets and leave slips were entered correctly into the LaGov system and all manual 
time sheets and leave slips were approved before the payroll processing date and maintained on 
file.  According to staff at BOR, if supervisors are not available to approve employees’ time 
sheets when due, they use the unapproved time sheets to enter the employee’s time.  Also, BOR 
did not design or implement adequate controls to ensure all employee time and leave is certified 
and approved in the LaGov system for employees who do not have manual time sheet and leave 
slip approvals. 
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BOR management should implement internal controls to ensure employee time and leave is 
entered accurately in the LaGov system based on approved manual time sheets and leave slips 
that are adequately maintained on file.  BOR management should implement internal controls to 
ensure that all employee time is certified and approved before payroll processing is complete and 
that there is an adequate review of the payroll file to ensure the payroll was processed correctly.  
Management concurred in part with the finding and indicated that it uses the Division of 
Administration (DOA)’s Personnel Policy No. 99 – Electronic Certification of Employee Time 
Statements.  Management represented that the policy stipulates the window of time when 
certification is available and actions to be taken if time sheets are locked after the window closes, 
but does not set a deadline by which certification and approval must occur (see Appendix A, 
page 6).   
 
Additional Comments:  Requiring that all employee time is certified and approved before 
payroll processing is complete helps ensure that payroll is processed correctly and helps deter 
fraud and abuse.  In addition, DOA’s Personnel Policy No. 99 states that action must be taken on 
the employee’s time statement no later than 10 p.m. on the Wednesday following the close of the 
pay period.   
 
Noncompliance with State LaCarte Purchasing Policy  
 
BOR did not have adequate controls in place to ensure it was in compliance with the LaCarte 
Purchasing Card policy regarding employee certifications, cardholder/approver/program 
administrator agreement forms, and approvals for food purchases.  Inadequate controls over 
LaCarte card purchases increases the risk that purchases could be made or approved by 
inappropriate or unknowledgeable employees and that ineligible or fraudulent purchases could 
be made. 
 
We obtained and reviewed all BOR enrollment forms, agreement forms, and online certification 
class verifications.  BOR had two cardholders, two cardholder approvers, and one program 
administrator during fiscal years (FY) 2016 and FY 2017.  We noted the following: 

 
 One cardholder approver’s agreement form and online certification class 

verification could not be located, even though the employee approved LaCarte 
purchases. 

 One cardholder approver did not have an online certification class completed as of 
March 1, 2017, even though the employee approved LaCarte purchases beginning 
November 10, 2016. 

We reviewed 15 LaCarte transactions that occurred in FY 2016 and FY 2017.  Our procedures 
identified two of the 15 LaCarte transactions reviewed were for food purchases totaling $4,047 
made without required prior approval from the Office of State Purchasing and Travel.  Total food 
purchases made on the LaCarte cards for FY 2016 and FY 2017 at the time of our procedures 
totaled $12,214.  
 
According to the LaCarte Purchasing Card policy, the card should never be used for the purchase 
of alcohol, food, travel expenses, or entertainment services without prior written permission from 
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the Office of State Purchasing and Travel.  Also according to the LaCarte Purchasing Card 
policy, an agreement form is required to be signed by the cardholder, approver, and program 
administrator annually, and all program administrators, cardholders, Controlled Billed Account 
(CBA) administrators, and cardholder approvers are required to complete an online certification 
class annually, receiving a passing grade of at least 90. 
 
BOR management should implement internal controls to ensure prior approvals are obtained 
when required by the LaCarte Purchasing Card policy.  In addition, BOR management should 
implement internal controls to ensure each cardholder, cardholder approver, and program 
administrator obtains appropriate certifications and agreement forms, and documentation is 
maintained.  Management concurred with the finding and provided a corrective action plan (see 
Appendix A, page 7). 
 
 

Federal Compliance - Single Audit of the State of Louisiana 
 
As a part of the Single Audit for the year ended June 30, 2016, we performed internal control and 
compliance testing as required by Uniform Guidance on BOR’s R&D Cluster of federal 
programs.  Those tests included evaluating the effectiveness of BOR’s internal controls designed 
to prevent or detect material noncompliance with program requirements and tests to determine 
whether BOR complied with applicable program requirements.  
 
Based on the results of these Single Audit procedures, we reported findings related to 
Noncompliance with Subrecipient Monitoring Requirements, Weaknesses in Controls over Cash 
Management Requirements, and Indirect Costs not Reported on the SEFA.  These findings were 
included in the Single Audit for year ended June 30, 2016.  
 
 

Other Procedures 
 
We evaluated BOR’s operations and system of internal controls through inquiry, observation, 
and review of its policies and procedures, including a review of the applicable laws and 
regulations.  Based on the documentation of BOR’s internal controls and our understanding of 
related laws and regulations, we performed procedures on selected controls and transactions 
relating to internal audit, payroll expenditures, travel expenditures, LaCarte and CBA program 
expenditures, the Taylor Opportunity Program for Students (TOPS) program, the Workforce and 
Innovation for a Stronger Economy (WISE) Fund, and other nonpayroll expenditures. 
 
 

Internal Audit 
 
Pursuant to the 2015 Legislative Regular Session, R.S. 17:3138.6 requires BOR to establish an 
internal audit function and an office of the Chief Audit Executive who is responsible for ensuring 
that the internal audit function adheres to IIA Standards.  Through inquiry, observation, and 
review, we obtained information to determine if BOR was in compliance with R.S 17:3138.6.  
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Based on the results of our procedures, BOR was determined to not be in compliance with  
R.S 17:3138.6 (see Finding section). 
 
 

Payroll Expenditures 
 
Based on risks identified, we obtained an understanding of controls over payroll processing and 
examined documentation for selected pay periods for adequate certification and approvals, and 
adequate time and leave entry, and to determine if the pay period was processed in compliance 
with applicable policies and procedures.  Based on the results of our procedures, BOR did not 
adequately obtain employee certification and approvals, did not adequately enter time and leave, 
and did not maintain adequate approval documentation (see Finding section). 
 
 

LaCarte and CBA Program Expenditures 
 
BOR participates in the State of Louisiana’s LaCarte Purchasing Card program for goods and 
service expenditures, including a Controlled Billing Account (CBA).  We obtained an 
understanding of controls over these programs and examined selected transactions to determine 
whether purchases and charges were properly authorized, made for proper business purposes, 
accurately recorded, adequately supported, and in compliance with applicable laws and 
regulations.  We also examined cardholder, approver, and program administrator agreement 
forms and certification to ensure each was in compliance with the State of Louisiana’s LaCarte 
Purchasing Card program.  Based on the results of our procedures, BOR did not receive adequate 
approval from the Office of State Purchasing and Travel for food purchases made with the 
LaCarte Card nor did it obtain and maintain agreement forms or certifications for certain LaCarte 
Card approvers (see Finding section). 
 
 

Travel Expenditures 
 
We obtained a basic understanding of BOR’s policies and controls over travel authorizations and 
travel expenditures.  We selected and examined travel expenditure transactions to determine if 
the transactions were made in accordance with applicable laws and regulations.  Based on the 
results of our procedures, travel expenditures were properly authorized, made for proper business 
purposes, accurately recorded, and supported.    
 
 

Taylor Opportunity Program for Students (TOPS) 
 
Pursuant to Act 314 of the 2016 Legislative Session, the Louisiana Office of Student Financial 
Assistance (LOSFA) merged with BOR and became a program within BOR.  Among the 
programs administered by LOSFA is one of Louisiana’s premier merit-based scholarships 
program, TOPS.  TOPS provides scholarships for Louisiana residents who attend the state’s 
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public colleges and universities, schools that are a part of the Louisiana Community and 
Technical College System, Louisiana-approved proprietary and cosmetology schools, or 
institutions that are a part of the Louisiana Association of Independent Colleges and Universities.  
We obtained a basic understanding of the policies, laws, regulations, and controls in place at 
LOSFA for determining student eligibility and continuing eligibility for the TOPS program for 
FY 2017.  We selected and examined students who received TOPS for the first time in FY 2017 
as well as students who continued to be eligible and received the award again in FY 2017 to 
determine if they were eligible to receive the award.  Based on the results of our procedures, no 
exceptions were noted. 
 
 

Workforce and Innovation for a Stronger Economy (WISE) 
Fund 
 
The WISE Fund allocated $40 million to higher education institutions for the purpose of 
strategically aligning new investments in higher education with the workforce needs and 
emerging growth in the state’s economy.  The funds were appropriated to BOR to be distributed 
to and used by postsecondary education institutions in accordance with a statewide workforce 
demand and gap analysis.  The WISE Fund was signed into legislation in June 2014.  Due to cuts 
in the state’s budget in FY 2016 and FY 2017, there was no additional WISE funding beyond the  
$40 million awarded in the 2014 regular session.  Through inquiry, observation, and review, we 
obtained information to determine if BOR was in compliance with WISE Fund legislation and 
policies regarding the disbursement and monitoring of the institutions that received funding.  No 
exceptions were noted. 
 
 

Nonpayroll Expenditures 
 
Pursuant to Act 314 of the 2016 Legislative Session, LOSFA merged with BOR and provides as 
the accounting function for BOR as of July 1, 2016.  Previously the Division of Administration’s 
Office of Finance and Support Services (OFSS) served in this position for BOR.  We obtained a 
basic understanding of polices and controls in place at BOR and LOSFA for the processing of 
nonpayroll transactions for BOR.  We selected and examined nonpayroll transactions to 
determine if the transactions contained appropriate approvals, and supporting documentation, 
and were accurately recorded.  Based on the results of our procedures, no exceptions were noted. 
 
 

Comparison of Activity between Years 
 
We compared the most current and prior-year financial activity using BOR’s annual fiscal 
reports and/or system-generated reports and obtained explanations from BOR management for 
any significant variances.  Management provided reasonable explanations for all significant 
variances. 
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Pursuant to Act 314 of the 2016 Legislative Session, LOSFA and the Louisiana Universities 
Marine Consortium (LUMCON) were consolidated into programs of BOR.  We compared the 
FY 2016 and FY 2017 budgets provided by BOR in order to show the increase in total funding 
sources due to the merging of LOSFA and LUMCON into programs of BOR.  We prepared a 
comparison of revenue funding sources, as shown in Exhibits 1 and 2.    
 
As shown below in the two-year comparison in Exhibit 1 and Exhibit 2 on the following page, 
BOR’s largest increase with the merger occurred in general fund revenue for FY 2017, which 
was mainly the result of the TOPS program associated with LOSFA. 
 

Exhibit 1 
Budgeted Revenues for Funding Source for Fiscal Year 2016 

Total: $79,965,952 

 
Source: BOR website - BOR-1 Summary 
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Exhibit 2 
Budgeted Revenues for Funding Source for Fiscal Year 2017 

Total: $370,281,854 

 
Source: BOR website - BOR-1 Summary 

 
 

Under Louisiana Revised Statute 24:513, this letter is a public document and it has been 
distributed to appropriate public officials. 
 

Respectfully submitted, 
 
 
 
Daryl G. Purpera, CPA, CFE 
Legislative Auditor 
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B.1 

APPENDIX B:  SCOPE AND METHODOLOGY 
 

 
We performed certain procedures at the Louisiana Board of Regents (BOR) for the period from 
July 1, 2015, through June 30, 2016, to evaluate relevant systems of internal control in 
accordance with Government Auditing Standards, issued by the Comptroller General of the 
United States.  The procedures included inquiry, observation, review of policies and procedures, 
and a review of relevant laws and regulations.  Our procedures, summarized below, are a part of 
the Single Audit of the State of Louisiana (Single Audit) for the year ended June 30, 2016. 
 
In addition, we conducted certain procedures at BOR for the period from July 1, 2015, through 
June 30, 2017.  Our objective was to evaluate certain internal controls BOR uses to ensure 
accurate financial reporting and transparency, compliance with applicable laws and regulations, 
and to provide overall accountability over public funds.  The scope of these procedures, which 
are summarized below, was significantly less than an audit conducted in accordance with 
Government Auditing Standards, issued by the Comptroller General of the United States. 
 

 We evaluated BOR’s operations and system of internal controls through inquiry, 
observation, and review of its policies and procedures, including a review of 
applicable laws and regulations.  

 We performed procedures on the Research and Development Cluster of federal 
programs for the year ended June 30, 2016, as a part of the 2016 Single Audit.  

 Based on the documentation of BOR’s controls and our understanding of related 
laws and regulations, we performed procedures on selected controls and 
transactions relating to internal audit, payroll expenditures, travel expenditures, 
LaCarte Purchasing Card and Controlled Billing Account program expenditures, 
the Taylor Opportunity Program for Students program, the Workforce and 
Innovation for a Stronger Economy Fund, and other nonpayroll expenditures.  

 We compared the most current and prior-year financial activity using BOR’s 
annual fiscal reports and/or system-generated reports to identify trends and 
obtained explanations from BOR management for significant variances 

We did not audit or review BOR’s Annual Fiscal Reports, and accordingly, we do not express an 
opinion on those reports.  BOR’s accounts are an integral part of the State of Louisiana’s 
Comprehensive Annual Financial Report, upon which the Louisiana Legislative Auditor 
expresses opinions. 
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