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December 19, 2007

Steve J. Theriot, CPA
Legislative Auditor

State of Louisiana

1600 North Third Street

P.O. Box 94397

Baton Rouge, LA 70804-9397

Re: Audit Finding of Weaknesses in Internal Controls Over Payroll

Dear Mr. Theriot:
We concur with the finding.

The LSUHSC-NO workgroup established last year has been working diligently to identify
deficiencies, develop solutions and implement new controls to address the issues identified

in the finding reported earlier this year.

The workgroup has finished its review of the deficiencies and has forwarded its draft report
of 15 distinct conditions that could result in over or underpayments. Given the number of
issues, the workgroup decided the best course of action was to review all aspects of payroll
processing practices. This is a more in-depth and extensive review than was originally
anticipated in our corrective action plan submitted last year. As such, it will require
additional time to implement.

The draft report also included over twenty recommendations for new and revised controls
for management’s review and approval. Once this review is complete, an implementation
timeline will be developed. A number of these recommendations require changes to the
PeopleSoft HR/Payroll system. The impending upgrade of the HR/Payroll system to version
9 must be considered as part of the review, not only to minimize any adverse impact, but to
identify additional opportunities the new software provides to address the needed changes
both from automation and policy perspectives. Close communication and cooperation
amongst all the LSUHSC business units is needed to ensure that:

I. Both the system and policy changes are implemented as effectively and
efficiently as possible with minimal adverse impact to the other campuses.
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2.

System changes are not rendered obsolete by the upgrade to version 9.

Shreveport and HCSD have the opportunity to take advantage of the benefits
to be derived from the recommended changes.

Of the recommendations in the draft report, management has approved and the workgroup
has implemented the following items to address recoupment of overpayments:

L.

Developed new reports to detect instances of overpayments.

2. Developed and had approved Chancellor’s Memorandum 57, the policy and

procedures that govern recoupment of overpayments.

Developed a procedure for administering installment payments based upon the
one used by the Division of Administration.

Developed procedures to coordinate activities between Accounting Services and
Payroll to ensure that payments are accurately tracked and properly credited.
Exploring the amendment of an existing collection agency contract to collect any
delinquent installment agreements.

Beginning in July 2007 to date, LSUHSC-NO has sent 141 demand letters totaling
$448,177. We have recouped approximately forty percent of this amount or $181,128 to
date. The cases identified by the Legislative Auditor were included in the most recent baich
of letters sent demanding repayment. The rest of the cases are being reviewed to certify the
balances due prior to sending demand letters. A number of both current and former
employees have contacted LSUHSC-NO and requested payment plans. Current employees
are placed on payroll deduction. Former employees are asked to sign a promissory note.

Management has approved and the workgroup has implemented the following
recommendations to improve controls to reduce instances of overpayments.

L.

2.

(B

Visits were made to other LSU campuses to learn what controls they had in place
to address the issues the workgroup identified.

Instances of LWOP of less than 30 days can now be reported on a leave form (SF-
6). This speeds notification of essential departments.

A special team has been set up in Human Resources to review all extraordinary
issues of leave.

Business managers have been given access to a panel which displays the leave
recorded in the PeopleSoft HR system.

A new document has been developed and implemented to capture certifications of

time worked by all employees, including part-time employees.

The following items have been approved by management and are under development by the
workgroup:

I.

Amending CM-57 to include a budgetary penalty for departments that allow
overpayments to occur.



2. Mandatory training for all business managers, assistant business managers and
department heads on payroll and leave issues.

3. A report distributed to department heads that identifies all instances of untimely
paperwork filings that could potentially result in overpayments.

4. In instances where an employee is working in more than one department,
signatures from each department shall be required to process payroll changes to
prevent double postings.

5. Develop an email notification list consisting of all the departments an employee
might contact in the process of separating from the University. If one department
is contacted by a separating employee it notifies the others on the list.

6. Provide an easily referenced set of HR and payroll policies on the web.

The recoupment efforts will continue until either all the balances due are collected or
deemed uncollectible in accordance with state and university policies. The above items
under development are expected to be completed by the end of the current fiscal year. The
implementation timeline for the recommendations still under management review will be
forwarded once that review is completed.

The person responsible is:

Roy Clay, Compliance Officer
433 Bolivar Street

New Orleans, LA 70112
504-568-5135
Reclavl{@lsuhse.edu

Please let me if you have any questions or concerns.

ce: Larry Hollier, MD
David Dotter
Roy Clay
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December 18, 2007

Steve J. Theriot, CPA
Legislative Auditor

State of Louisiana

1600 North Third Street

P.O. Box 94397

Baton Rouge, LA 70804-9397

Re: Audit Finding of Noncompliance with LaCarte Purchasing Card Policies

Dear Mr. Theriot:

We concur with the finding.

It was LSUHSC - NO’s interpretation that the $1,000 single transaction limit was a
competition threshold. Therefore, transactions exempt from competition per the Executive
Order for Small Dollar Purchases that appeared “split” were not questioned. These types of
non-competitive transactions included conference registration fees, advertising, and
scientific and laboratory supplies (exempt up to 10K; exemption increased to 25K in April,
2007). This practice has ceased.

The corrective action plan described below is now in place.

Corrective action plan:

I. Inform all card holders by email that transactions greater than $1000 can not be
divided to avoid the single transaction limit of $1000. COMPLETED Nov. 13,

2007

2. Email all Business Managers and Asst Deans for Finance reinforcing the policy
that the single transaction limit is $1,000 and cite specific examples where
splitting payments to exceed this threshold is not authorized. COMPLETED
Nov. 14, 2007

3. Review single transaction limit and split payment policy at Business Manager
training class. COMPLETED Dec. 12, 2007,
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4, At LaCarte Procurement Card monthly training, reinforce policy using several
examples to explain the procedure. ONGOING starting Dec. 5, 2007

5. Monitor the new LaCarte “Works” real time reporting tools to ensure compliance.
ONGOING

6. Continue to monitor compliance with our 100% audit of monthly transaction logs.
ONGOING

7. Follow our established procedures for card holders who fail to comply with the
procedures (check reimbursement, payroll deduction, card suspension, etc).
ONGOING

The person responsible for this correction action plan is:

Brent Herold

Executive Director of Supply Chain Management
LSU Health Sciences Center

433 Bolivar Street

New Orleans, LA 70112

504-568-2412

bherol@lsuhsc.edu

Please let if you have any questions or concerns.

Ronnie $mith
Vice Chancellor, Administration and Finance

cc: Larry Hollier, MD
David Dotter
Brent Herold






