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I~ .Nt[LO K~.~ ~*~ D CPA C~~ 

OFFICE OF 

LEGISLATIVE AUDITOR 
STATE OF LOUISIANA 

BATON ROUGE. LOUISIANA 704~ 4-9397 

January 18, 1995 

GRA.~,fBLIN G STATE UNIVER.glT Y 
.WI'A'FE OF LO I3"ISIA.~.A 

Gntrnbling, Louisiana 

11100 ~  TImRC) ~TREE~ 
PJD IK)X IN ~ 't 

'PIE.L (504) ~oe-~e00 
FAX (504) 33~ 3~'t0 

~,~,'e v, en: authorized  to audit the accompanying general purpose financial statements of 
Grambling State University, a component unit of the State of Louisiana, as of and for tim year 
~zz~  June 30, 1994, as listed in tic foregoing table of contents. These financial statements 
are the responsibility of managem ent of Gram bling State U niversity. 

A.~ discussed in Exhibits A , B, and C, the univcrsity has numerous material weaknesses, 
r'cp.',rtable conditions, material noncompliance, and violations of laws an d regulations reported 
ft~r ttx" .

',.ear ended June 30, 1994. These conditions, and the related  concerns which a.ri~  from 
th~.~ , made it im practical to apply sufficient audit prcw.edures to enable us to ~~xpreas an 
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GRAM B IJJqG STA TE UNIVERSITY 
ffrATE O F LO UISIAN A 

NOT~  TO  TI~  FIN AN CIAL ffrA~  
FOR TI]~ Y~ AR ENDED JUNE 30, 1994 

A. SUM M ARY OF SIGNIFICANT ACCO UNTIN G PO LICIES 

Grsm bling State University is a publicly t~ttpporlod lngim tton of highe a" education, The 
uni ve rsity is a component unit of tl~ Sta~ of I.,ottishm . within tho oxocudve  branch of 

government. The university is u.tx~r the ~  and ~  of tim Bom'd of Trustees 
for Stz~  Colh:~ * and Univcrsttlcl; however, the ~lamad budg~  of the tmtve rllty and proposed  
changes to the dogr~  program t, dep~rtm cm s of  instruction, et cetott, rtquLm tho approval of 
the Board of Re.gtmts. As a Stats ~ cocy, operttkmt off the univottlty's In~..ructiot~  progrtm s 
are funded through annual lapsing tppfopfialk~  made b~ tim Louisiam  Logi.'thtum . 

In April of 1984, thc Financial Accounting F.~ ndation establishwxt tbe  Oove m m~ tal 
Accounting Standards Board (GA-qB) to promulgate gta~rally accelXtd accounting principles 
and reporting standards with ~  to activities and transactions of state and local 
gove rn mental entitles. In 2uly of 1984. the GASB /ssuocl Statetmmt ! which provided that all 
statemen ts and interpretations is.,med by the Natinm l Council on Gove rnm en tal Accounting 
(NCGA) continue as generally accepted accounting principles until altered, itmcn6ed , 
supplemented, revoked  or sopersedegl by ~ bseq,aent GASB p~ ts. 

The GASB nx, ognized two moaeis for co liegu  and univenity accounting and financial 
reporting in GASB Pronouncem em 15: the AIC, PA College Duiclo and the Gove m men Ud 
M odel. For financial reporting, the Divisioqn of Adm ~ tion has thor n the former. The 
accompanying financial statem ents have boen prtt:m 'td in ac~otdan~  with the AICPA College 
Guictc except for the recognifio~ of com~ ed  alxwmco s. The uni versity recognizes the  
liability for unused annual and sick leave when  paid bocausc major portions of thc liability will 
be paid from tbc university's General Fund from future apgrDprlations made  by the  Louisiana 
Legislature. 

The GASB. Code Section 2100 has defined the gove m memal reporting entity to be the  State of 
Louisiana. Therefore , the accompanying financial statements of the university co ntain 
sub-account inform ation of the various funds of the State of Louisiana. As such, the 
accom panying financial statem ents present inform ation only as to the  transactions of tbe 
pro gram s of t~  university as authorized by Louisiana statutes and adm inistrative regulations. 

Annually, the  State of Louisiana  issues co mprehetx~ive financial statem ents which include the 
activity contained in the a~ mpanying financial statem ents. The genera l purpose fimmcial 
statem ents are audited by the Legislative A uditor. 



 

G~ G STATE UN1Vl~l~ li"~' 
STATE O F LO UISIANA 

NOTES TO ~  I~ IAN CIAL STA~  
FO R THE YEAR ENDED SUNE 30, 1994 

In order to insure observatg~ of lim imtioos and ~  placnd  on tho uso of tim 
~ rc~ available, the ace~rams o~ tim tmivctt~  am mattmdt~  in ~  with 
the principte, ot "fund acooumi~ ." Scch ~  pttmca/bo the manner In which 
rct<~ro~ for vario~ ~  lu~ c.lastifl~l foe lgx:om~ = lind ttp0ttlng ~  into 
fun, c~ ttm  are in aocx,ntan~ ',d~ t~  a,:t]v]~  ~ ob~ctlv~ ~c~ tfkxt. Acxaxa~ are, 
~para~ y malntaL.~  for ~  ~  lxnvcv~, ta ~  ~x,g~lamy~  flmac~  
~ , funds laving dndlar ~  ~ v~ boca ,x:,mbl~  into fmxl gro~ . 
Accordingly, all ftmu~ial ira~tag~iota  hay0 beet~ ~  tc~d ttpottod by ftmd grtm~ , 
A brief description of each of ~  fund grotr~  fo,liowt: 

~ t Put~Ls 

Cun'*nt Funds means operati~  fmxts that wRi be ~  in tho near tram 
Such funds have two basic sub--grcm~  - ~  and rm~ ctnd . 

Unrra ricted current fund s ioebxlo all fu~  for 0~ rafing putlx~  on which 
there arc no r~ rictions, exct~  the tx~aget~  ootarol provisions included in the 
annual Legislative App~optiatlom  Aca. asad incha~ the Oem n,1 l~snd aad 
Auxiliary Enterprise Fund. Rcatrk-t~  ctm *~  funds ~  those oponaing 
funds on w hich restrictions hav~ bee~ imposed which lim it the  putpos~  for 
which such funds tan be usod, ltnd  inchgb th~ ~  Collcg, o W ottatnd y 
program (CW S). Supp~  Bducatiotm  Ocpot'tut~  Grant (SBO0). the 
Fe~ ral Pell Gram . ~~ cetera. 

~v_~cnt Loan Fund s 

purpose of this fu nd group is to ~o~ .mt for re-sourcos available for Io4ms to 
~ude.nt s. 

Faxtowment Funds are funds with reap~  to which donors or o~her o~ttsid~ 
agcncie, have stipulated, ts ~ eot~ tioo of the gtf~ |marumom , that the  principal 

is to be mainmirg'~d mvlolat0 m.~ ta polpet~  and invested for tho putpo~ of 
producing present and J'utur* inor~ ~ which may ~tbe.r bo oxpc~ k~ o~r ~  to 
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GRAZvIBLING ~'TA'1rE UNIV]CR~ IT  
ffTA'TZZ OF ~ A 

NOTRS TO ~  FINA.N CIKL ffl'A~  
FOR THE ~  I~ gD ~ 'N'I~ 30, 1994 

principal. Income d~dvvd from inv~ m ~ lz of cadowm vnts is ~ ntvd for in 
this fund or if unxr..~-'ic~ , as re.venues  in u~ cted current fm xts. 

'I~  Vi~nt Fur~  group co,~_'~ thxve zelf~  m~groups. ~  for 
and Rrp~  are z~X aside from curxeoZ opcxffifing z,vvcaues for 

the ~ wzl and rcp~  of ~ xlligry cmtvxpri~  properties. Funds for 
Refircmcmt of ~  =--'~ to z~rvice pllmt ~  of the university. 
~,,,cm~cz'~ in PIa~ ~  ~ king.lived tu~, of the m'dvcc~ , 

This fund group represems fuegls in which the  university act~ as cos~odlan or 
f~scal agcm on behalf of others, such as student or faculty organizations and 

tV~ $. 

2. BASIS O F ACCO UNTING 

The financial statem ents of the university have been prepared on the accru al basis of 
accounting, except that: (I) deprcc/aLiem is not ~ecogniz~ , (2) anm~al and sick leave is 
rccognizod wh~.n paid, (3) summer school tuition and fees and faculty salaries and 
related benefits for June are not prorated, but deferred to the  sLtceecgling year when the 
summer =e.ssion is hedd predomiaamly in ~  succeeding f'~ a] yca~, and (4) inventories 
for the C, eaeral Fund are recor~ d as ex:peaditums at the time of purchase. 

The Statt~rn~'nt of Current Funds' Reveames , Expenditures and Other Changes  is a 
statem ent of financial activities of currr.nt funds n:lated to the current repotting pcriod. 
It doe~s not purport to pre, se.nt the  rcsutts of operations or net incom e or loss for the 

p~rlocl as would a statem ent of ~,.v~nues  a~  cxp~ascs. 

To the  cxt~nt that currb-mt fnrKls are used to f~mmo~ plant asse~s, the  am ounts so 
pm vidod are accounted for a.s ex,/~ndirares in the  case of normal acquisitions, rcpair~ 
and renovations: mandatory transfers in the case of required provisions for debt 
amor~J:,.a~io, and in~cres~; anc~ as t~.nsfers of a nonmanda~oO' nature for all c~he r cases. 
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GRAM ~LING STATE UNIVERSITY 
STATE OF LO UISIANA 

N OTES TO a~  FINAN CIAL STATE VIENTS 
FO R THE YEAR ENDED ,/UN~ 30, 1.994 

3. BUDG ETARY PRACTICES 

Tbc annual bu dget for the General Fund of the university is establisl-,~  by annual 
Legislative action and by Tide 39 of the Louisiana Revise~ Statutes. 3be subm ission of 
tbe  budget for approval by the Board of Regents and the Legillativ~ budget proceas h 
requlz~ . Sttte law pro vtde.s that any encum bered appropri~ o~ laptes at the end of the 
fi~ d year. In compliance with the above legal rm triCtion, budgets are a&)lxed on the 
accrual ~  of ~counting, c~cce~ that kate co~s are treated ~ ~  ~ mre..s 
to the exte~  that they are expec~ l to be paid a~d ra m mer mcbool tuitioe and fees and 
summ er school faculty utlar~  ~  related bc~dits for June are not pro rate, d, but are 
recognized in the succe~ ing year, on the budget comparison ~tatem ent. 

The budget am ounts shown on Stamm en t D inc lude  the  origi~ l approved bu dget plus 

~bsequent ~justmen ts approved as follows: 

Original approved  budget $36,499,164 

Am endments: 

Sclf-~a'~erated Revenues ] $2,032,417 
Carry-Forward $4,126 

Legislative Auditors 77,'H 1 

Sclf--C/e;mrat ed  Revenues 250,000 

Tcc,.al Budgeted  Am ount $38,943,478 

The other funds of the university, although subject to internal budgeting, are not 
required to .submit bu dgets for approval through the Legislative bu dget process, and 
therefore are not presented  in Statem ent D . 

4. F~N CI~VI~ RAN C ES 

.E.,'~um bram .e accounting, under which purchase orders, contracts and othe r 
co mm itm ents for the expend iture of monies are recorded in order to reserve fund 
bahnces, is em ployed by the university. Fm cumbrances outstanding al year etad in all 
funds, except for the General Fund, are reported as reservations of fund  balance sinc. 
the y do not constitute expenditu res  or liabilities  in the year encum bered, l~ -'um- 
brances of the  General Fund are not inc luded in the  Financial statements because the 
university does not have the ability to finance the liquidation of cncumb~nces tiler 1 



June 30, 1994, as provided by Lcmisiam  Revised Statute 39:82. These ~nCtLmbranc~ , 
which arc included in the ~  pro-pore ~  i~tem~ts of the Slate of 
Louisiana, totaled  $1,827,716 at Ju~e 30, 1994. 

5. CASH AND CASH EQUIV~L~Jq'P8 

For rcponing purposes, cash and c~ h cqui~  inc~ de , potty ~a.~ , dlmm md deposits, 

which tpproxirntt~s made . ~  st~  law, these dcpo~  must b~ ~ r~  by 

federal deposit insurance or the ~  of aeeuriti~ owned by the bank. ~  pledged 
stx:urities are held in the nam e of the pledging bank in a cuss~dial bank that is mutually 

~:ceptable to the  pani~  in volvocL 

6. B,'v F~ TM ~ 'TS 

University in vestm ents inclu6c rq~ r~has~ agrecanem s, feSer~ted funds, reglstetod 
comm on and pref~rr~  ~aock, rBgL~ered bov, ds, arKl U .S. Governm ent securities. 

lnvestrmmls a~ stated at cost or amortized co~, and /nves~ ts received  as gifts are 

retort:led initially at market value at date of aequisit.ion. 

7. I~'V~ 'I'OR 1E.S 

Inventories are valued a1 the lower of cost or mal"ke~. Invento ries in the C_,~meral Fund 
are recorded as expenditures at the tim e of purchase, yea r-ecgl balan~  ar~ offset by a 
fund  balance rese~'e which indicates that this portion of the fund balance does not 

constitute available spendable resou/x~s. 

Tl-,e inventories of the Auxiliary Eate~ rise Funds sre CXlX~Sed when sold or used 

8. ANNU AL AND SICK ~ _.A VE 

En~ployee~ accrue and acc um ulate annual and sick leave in acoordano~ with state law 
and administrative re gulations. The leave is accumulated  without lim itation; however, 
nine month faculty mem bers do not acc rue annual leave, but are granted faculty leave 

during holiday periods when students are not in classes, 
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GRAM BLING b-~ Aq[~  UNIVERSITY 
ffrATlg OF LOt,rISIAN A 

NOTES "IX) TH E FINAN CIAL STA~  
FOR T~  YEAR E:ND~ D JUNE 30, 1994 

Upoo separation of employment, boeh classified and non-classified personnel or their 
heirs are compe m ated  for lceum uiated annual leave not to exceed 300 hours. In 
addition, academ ic personnel or their heirs are eompen sat~  for accumulated slck leave 
not to exceed 25 days upon retirement or death. Act 343 of 1993 allows m embers of 
the Louisiana State Employees' ~  System , upon appli,x~a;rm for retirem ent, the 
optioti of re oeiving an actuarially determ inod lum p sum paym en t for annual and sick 
leave which would ~Xl~rwise have been used to ~omp~ e yea rs of service for 
r~ ia'cm emt. Onu~ l annual leave in exce~ of 300 hours plus unused sick leave are used 
to  com pute retirem ent benefits in either the Louisiana Teachen ' Retirem en t System or 

the Looifiana State Employe,~ ' ~  System . 

The liability for unused annual lea ve and unUSed sick leave at June  30, 1994, comtmted 
in ~ oordance with the Codifteatio~ of Govermmmtal Accounting and Financial 
Repenting Standards Section C60.105, is ~ ted to be $1,898,174 and $395,126 
rc~ :x~ vely. The leave payable is not re oorct~  in the atx~om panying fm ar~ia| 

statt~ ts. 

If the am ounts noted above were recorded in the accompanyin g financial statements, 
$1.669,400 wou|d be reported in current funds-u~ cted  gen eral fund, $527,674 
wou~d be reported in current funds-unre~ ricted auxiliary funds and $96,226 wool,5 be 
reported, subjoct to specific criteria being met, in restricted funds. 

'The university has not implem ented GASB 16 - Accounting for Compensated 
Abteaces. 

9. DEFERRED RE~ /CREDITS 

Tuition and fees collected  at June 30. 1994, lint applicable to tl~ 1994 summ er session, 
ar~ certain revenues for other program s or activities to be conducted  prim arily in the 
subsequent fiscal year, are reported as tieferred re venuea/crodits. Expe nses related to 
this session's pro gram s and activities are reported in the period the tuition and fees arv 
roco~'tiz~  ,ItS re venues. 
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[ GRAM BLING STATE UNIVERSITY 
STA TE O F LO UI~IANA 

NO TES TO  "I'IJtK FIN AN CIAL STATEM ENTS 
FO R l~t~ YEAR ENDED JUNE 30, 1994 

B. G ENFJ(AI. FUND 

At June 30, 1994, the General Fund had an unext:g.ndod appropriation of $990,045 which is 
included in due to the State Treasury (Statemen t A). This amount, niter adjustment, should be 
re m itted to the State Treasury . 

The General Fund COntributed or provided general tupp orl to the Athletic Departm ent totaling 
$1,606.806 for the year ergled June 30, 1994. 

As provided by Louisiana Revised Statute 17:3886(A), the university adopted a building and 
facility preventative maintenance program which was approved by the Louisiana Board of 
Regents. This program allows the university to retain any funds appropriated  or allocated 
which were unexpended and unobligated  at the end of the fiscal year. At least fifty per cent of 
she Fe.~incd hmc~s w~11 be rnaintah~  in a prc.ve.atative maintenance reserve fund in the 
re stricted fund and will be used solely for pre ventative m aintenance  purposes in accordance 

with the approved plan, subject to approval by the Supervisory Board. the Louisiana Board of 
Regents, and the Joint Legislative Com m ittee on the Budget. All retained funds will be spent 
for non-recurring projects. $465,817 of the $526.1"/2 of restricted -current funds on 
Statement A . at June 30, 1994, will be relained for these  purposes. 

C. ACCO L.'NTLN G CHA N'G ES 

The university initiated no accounting changes during the year. 

D. PLANT FL .'NDS 

Physical plant and equipm ent are stated at cost at the date of acquisition
, estimated  historical 

cost if actual cost is not know n, or fair market value at the  date of donation in the case  of 
girls, or for livestock. Depreciation on physica l plant equipm ent is not recorded
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G~ LIMG STATE 
STATE OF LO UI~/ANA 

NO 11~  TO  "i~u~ FINAN CIAL ~A'ATEZ~ TS 
FOR "J~u~ Y]O,R ]~ TDEZ) $UN~ 30, 1994 

(A~uO.ed) Addtttaes Deducfiom Juae 30, 1994 
$6,030,24"/ $6.O30.247 

Buildm~ 53,350.765 $17,5ol,4~  $1,554,975 69,29"/.278 
Improvcm~ w - oth, e~ 2,352,427 2,352,427 
r~ujpme~ !9,,m7,553 3,S03,218 23,~00,771 
LJIm ~ , book~ )o,~ 6.232 979,~86 ) ] .~ J l $ 
Coo~tru, ctloo in w ocro~ 24,935,033 5,$74,668 17,311,696 13.491L005 
'lOT/d,, sx x6~92,2s"~ *xs,866,67x i ~ xzs,6e,4 j,,~6 

In accordance with Lotdsiana Revised Statutes 39:321-332, the university has complied with 
the Louisiana movabl~ propc~  ~t~tut~ . 

The schedule bo kq, w is a sum mary of tbo  d~~  servic~ rcqu~ m ents of the various bond issues 
and r~imburscm ent contracts payable at June 30, 1994 and tl~ am ounts available to m cct those 
requirem ents. 

Cash 
Rescr',,e~ : Rt~t~/t 

Bond Issue AvaUab~e Req~rt~nemts 0~ndm ~ ) 
Student Hou~/n~ Sc,mm~ R~venue Boc~  $511,700 $511,700 NONE 
Aea~dendc FaciLities Building U)~ 

81.420 81,420 NONE 
Total $593,120 $593,120 NONE 

E. CI1AN G ES LN LO NG-TERM  DEBT 

The following is a sum mary of bond rcim bo rscm cnt contracts and other long-term debt 
transactions of the university for thc year ended June 30. 1994', 
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GRAM BLING STATB UNIVERST~  
STATE O F LO Um ZANA 

NOTES TO  ~ttlE F/NANCIAL STA~  
FOR ~ L~ YEAR ENDED JUNE M , 1994 

A detailod summary, by issues, of all borated imlctXednees outstanding at June 30, 1994 

including interest paym ents of $848,423, follows: 

Student H ousing System iram mu~ 
Bonds: 
1965 Series A 
1965 Se ries  B 
1968 Series A 
1968 Se ries  B 

Academ ic Facilities Building U~  
Fee Revenue Bonds: 
1969 Series  G 
1969 Series H 
1970 Series I 

Total 

Date of 
Outstanding 

O riginal June 30, 
Issue 1993 
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Oct, 
Oct. 
Oct. 
Oct. 

965 $2,649,000 
965 4,000,000 
968 625,000 
968 3,000,000 

Nov. I, 1969 
Nov. I, 1969 
July I, 1970 

472.000 
125,000 
800.000 

$609,000 
1,965,000 
235,000 

1,581,000 

162,000 
43,(g)0 
314.000 



 

! 
I [~!~',;;'~ " --- ~ ~~ ~ ~ '~~~ ~'<~ !~'~'~~I 

Outstanding 
Red. ned June  30, Inter~  June 30, 

_  (Issued) 1994 M aturities Rate 1994 

$120,000 $489,000 1994-1997 3% $29,595 
130,000 1,835,000 1994-2005 3 - 3.75% 397,688 
35,000 200,000 1994-1998 6% 31,200 
85,000 1,496,000 1994-2008 3% 343,410 

20,000 142,000 1994-1999 3% 12,930 
6.000 37,000 1994-1999 3% 3,375 
35.000 2'79.000 1994-2000 3% 30,225 I 
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The annual requirements to am ortize all outstanding debt at June  30, 1994, follows: 

l~ .-~l V~ r V..ndlnl, Prlm ~Dal Intea'e~ Total 

1995 $432,000 $143,122 $575,122 
1996 44.4,000 127,882 571,882 
1997 475,000 111,866 586,866 
1998 475,000 95,329 570,329 
1999 358,000 80,471 438,471 
2000 310,000 68,689 378,689 
2001 308,000 58,275 366,275 
2002 265,000 48,480 313,480 
2003 265,000 39,330 304~330 
2004 285,000 30,293 315,293 
2005 285,000 21,555 306,555 
2006 290,000 12,930 302,930 
2007 125,000 6,705 131,705 

I 2008 125,000 2,955 127,955 
2009 36,000 541 36,541 
Thereafter NONE NONE NONE  

Total ' $4
,4'78,000 $848,4~- " $5,326,423 

Additionally, the Board of Trustees for State Colleges and Universities has signed a loan 
agreement, on behalf of the university, with the United States Secretary of Education in the 
amount of $3.500,000. These funds were used to finance the  constru ction of four new 
dormitories pursuant to Title IV of the Housing Act of 1950. The loan shall bear interest at 
the rate of 3% per annum on the unpaid balance. The principal and interest shall be pa yable in 

installments of $88.877 over a term of 30 years. This project (designa ted Project 
Numbe r CH-LA-1001) required the university to establish a Deb~ Service  Rese rve Account 
and make se miann'4aJ deposits of $22~250 until $178.000 has been accumulated. Once this 
reserve requirem ent is satisfied, the uni vers ity is required to es tablish a Repair and 
Replacement Rese rve Accx~nl and make at leasl annual deposits of $35,000 until $350,000 has 
been aCCum ulated . 
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A sum mary of lb~ neX increase of $372,767 in tbe  Auxiliary Entcrpris~ Funds for lhe  year 
cndex:l Ju~  30, 1994 is as follows: 

1q~~ Increase in Fund Balance s 
N~ As.s~ s 
Outstanding principal and intcmst on ~  (Ix~ s) 
Annual principal and intcrest on debt (bonds) 

$372,767 
3,927,924 
5,326,423 
513,438 

The present accounting syste~n does nol provide for individual accounting of balance  shect and 
fixed  ass~ accounts for each aux/liary. A summary of ru~ income (loss) for the yea r ended 
Junc 30, 1994, is ax follows: 

Food Service 
H o~sJng 
Books~orc 
Student Urdon 
Oth es 

Total 

G . FED ERAL G RAN TS 

$668,625 
1,501,044 
358,107 
(252,Jl4) 

_~ ,9o2,89~ 

The  university panicipat~  in a num be r of fed ~ral/y assisted grant program s repotted  in the 
Restricted Furgl. Th~se programs arc subject to program compliance audits by the grantors, 
but all such audits for 1994 have not boon cond ucted. The amount, if any, of cxpcnditurcs 
which m ay bc disallowod by the granting agencies cannot be d~erm ined  at this tim e. Based on 
prior experience, the  university's management feels such disallowan ces, if any, will be  
im m atcrial. 

ll. (;RA N'I" AW AR D S 

Granl awards not yet funded and for which the institution has not yet pcfformcd scrvices, have 
not been considered as as~ s in the f,~ ncial statements. The total amount of such unco lloctod 
grant awards at June 30. 1994 oquals $3,756,187. 
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I. STUDENT LO AN FUND S 

The fund t~dances of the Sttuieat Loan Funds at June 30, 1994, are co ~  of the 
following: 

Federal Perkins Loan Program  
Fed eral N ursing Stu~ nt Loan Prognun 

Total 

J. PENSION PLANS 

$1,065,629 
235.699 

Substantially all employees are members of the Louisiana Teachers Retirem ent System (TRS) 
or the Louisiana State Employees Retirement System  fLSERS). In addition to the employee 
contribution withheld at 8.0% and 7.5% of gross salary, the State contritmles an additional 
16.4% an d 11.9% of gross salary to the Louisiana Tea chers Retirem ent System and the 
Louisiana State Em ployees Retirem ent System s, respectively. Contribu tions to the system a~ 
funded through employee and employer contributions of $2,063,519 and $3,884,289 
respectively. The total current-year payroll of the agency was $26,879,187 and its 
current-year pa yro ll co vered by the r~ire.m ent systems was  $26,592,973. Under present 
statutes, the  agency does not guarantee  any of the benefits granted by the retirement system s. 

K . C O ,~  G EN'T LIAB U3TIES 

Losses arising from judgments, claims, and ~imilar co ntingencies are considered state liabilities 
and pa id upon appropriation by the Legislature and not the  university. The university was 
involved in 13 lawsuits at June 30. 1994. 

I,. LEA,~ ES 

The university r~c.ords item s under capital lea ses as an as~ t and an obligation in the 
accompanying financial statem ents. The am ounts accrued  for capital leases and the disclosures 
required by FASB 13 are presented  below . 

Lease agreements have non-appro priation exculpa tory clauses that allow lease cancellation if 
the Legislatur~ does not m ake an app ropriation for its co ntinuation during any futu re fiscal 
period. 
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M . FUND DEFICITS 

The university did not incur any deficits in unrt~ rvod fu~  balance at June 30, 1994. 

N . PO S~  ~ TH CARE 
AND LIFE INSURANCE BENEFITS 

The university provides certain continuing health care and life ingtran~  ben, efits for its retir~  
employees. Substantially all of the university 's employees become eligible for those benefits if 
they reach norm al retirtm~ealt age while working for the unive~ity. Tho ~  benefits for retirees 
and sim ilar benefits for active employee s are provided through a state operated group 
insurance company and various insurance co~  whose monthly premiums are paid jointly 
by the employee and by the univet~ty. The university rt~co gnJzes the cost of providing these 
benefits (university's portion of prem iums) as an expenditure when paid during the year, 
which totaled $625.740 for the year ended Jur~ 30, 1994. The uni versity's cost of pro viding 
retiree health care and life insurance benefits are recognized as expenditure s when m onthly 
pre m ium s are paid. For the year ended June 30. 1994, the  costs of retiree benefits for 182 
retirees totaled $419,869. As defined  by GASB 12, the dependents of the  retiree should be 
counted  as a single unit if the  retiree is deceased and should not he  counted if the retiree is 
alive, The cost of retirees' benefits is net of participam 's co ntribution. 

O . CASII LNI) LNVESTM ]~N'TS 

1. CASH AND CASH EQUIVALENTS 

At June 30. 1994. the university has cash and ca sh equivalents 0x)ok balances - net of 
overdrafts of $2.103.322) totaling $1,916,651 as follows: 

Cash on hand $14,050 
Interest-bearing demand deposits 427.163 
Time deposits 1,475,438

_  

Total 

Th e~ deposits are stated at cost. which approximates market. Under state law, these 
deposits (or the resulting bank balances) must be secured by fed eral deposit insurance 
or the pledge of .,#..curities ow ned by the fiscal agent ha nk. The m arket value of the 
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pledged securities plus the  federal deposit insurance must at all tim es equal the amount 
on deposit with the fiscal ageat. These securities are held in the nam e of the pledging 
fiscal agent bank in a holding or custodial bank that is mumaUy acoqlxable to both 
parties. At Jwn, e 30, 1994, the university has $4,846,487 in deposits (collected bank 
balanceO. ~  deposits arc secunxl from ~  by $597,649 of fodcral deposit 
insurance and $4,248,838 of pled g~ l I~eur/tt~  held by tbo custodial bank in the munc 
of the fisc,al agent bank (GASB Category 3). 

2. IN V ESTM ENTS 

Oram bling State University maintains investment accounts as authofizod by Re, vised 
Statute 49:327(B). 

Investm em s can be classified according to the level of risk to  the entity. The categories 
of risk are as follows: 

Category ] - Insured or registered in the c~ntity's name, or socurities  held by the eatity 
or its agent in the entity's name. 

Category 2 - Uninsured and unregistered with securities he ld by the counterparty's trust 
departm ent or agent in the entity's nam e. 

Category  3 - Unsocured  and unregistered with securities he ld by the counterparty, or by 
its trust departm ent or agent but not in the entity's nam e. 

I 2 3 

l'Iype ~f lnvestmem . : t arrAmount Mlrket Value 
IRq~urt ha.~ Al'roe rr,e~ ts ' " " 

[E'.S Gov't Securities $10.413 095 $10.413.095 I $10.297.771 
ICommon & Preferred Stock I 
[Commercial Paper j 
JCorportte 1 
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P. FO UNDATIONS 

The accompanying financial ttatem tmts do not includo the acco unts of the Gram bling State 
University Athletic Foumtatkm , the Gram bUng Slat* University l~ tmda tkm , or the Gram bling 
State U niversity Alum ni Association. ~  foundations are sepm'ate co rpor~ions whose 

financial statements are subject to audit by indepetxk~ ceafifiod public ~ . 

Q. ~ ES OF GIFTS 

Oram bling State University did not have any pledges of gifts such as ur~o~  subscdl~/ons, 
subscriptions notes , and estate notes  to report in the fmanciaJ statem eflta for the fiscal year 
endcxi June 30, 1994. 

R. TO TAL CO IXJM NS O N STA~  - O VERVIEW  

The total column on the statements arc captioned "M em orandum Only" to indicate that they 
are presented only to facilitate financial analysis. Data in tbet, e colum ns do not ~ ly 
prc,,,ent financial position or results of operations  in oonformity with ge~-rtlly accepted 
acctmnting principles. Neither is such data comparable to a consolidation. 

S. RELATED PARTY TRAN SACTIONS 

FASB 57 requires disclosure of the description of the  relatiooship, the transaction, the  dollar 
amount of ihe transactions and any am ounts due to or from which result from related party 
transactions. 

T. SUBS EQUF2~'T E~ 'TS 

The university has no material events to report subsequent to the close of the fiscal year. 
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W e wcrc authorized to audit the gtacral puqx)s~ f'mancial g.atcm cats of Gram bling State 
University, a com ponent unit of the State of Louisiana, as of and for tic year ended June 30

, 

1994, in acco rdance  with get.rally accepted auditing standards and Govem mem Auda'ting 
.~andards, issuocl by the Com ptroller General of the Unit~  Sin es. Those standards require 
that we plan and perfonm the audit to obtain rea sonable as suran(~ about wbct~ r the financial 
statements arc free of material misstateanent. Our report dated Jammry 18, 1995, stated that, 
because of numerous material w~ ; reportable conditions; material noncompliance; 
violations of laws and regulations: and tbc related concerns that arise from them , as discus.sod 
in Exhibit C. the scope of our work was not sufficient to ctmble us to express, and we did not 
express an opinion on the financial statements. 

In planning and  perform ing our tests of Gram bling State University at June 30, 1994, and for 
the year then ended, we co nsidered its internal control structure in orde r to determ ine tic 
nature, tim ing, and extent of our prcg'~ urcs and not to provide  assurance on the internal 
control slructure . 

Internal co ntrol stnlcture consists of the co ntro l tmviro nm cnt, accounting system , and co ntrol 
prtw.edu~ s used by the university. The  internal contro l structure is the responsibility of 
management and is used to pro vide  the  university with a reasonable, but no t absolute, ability 
to rc,-ord, pro ce ss, sum marize, and  report financial dam consistent with the assertions 
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Rcvemte~receipts 
Purchases/disbursements 
Payables/en cumbrances 
Payro U/personnel 
Invcotory of m aterials and supplies  
Fixed ar~d movable property 
Financial repotling 
Badgi ng~budget reporting 
Ekctrtmic data processing activiti~  
Irrtem a/audi t function 

For all of the internal control structure categories li~ed previously, we obtained an 
understanding of the design of re levant policie~ and procedures and whether they have been 
placed in operation, and we assessed co ntrol risk. W e did not evaluate the effoctivene.ss of the 
internal co m ro l structure categories because our pre lim inary work iden tifiod areas of co ncern 
and we conclude d th e audit co uld be perform ed m ore efficiently by expanding our substantive 
tests. Accordingly, we assessed co ntrol risk at a very high level (maximum) and expanded ou r 
substantive audit tests. 

In accordarce w ith the standard s m en tioned  previou sly and provisions of state law , we are 
required to co m municate to managemen t, and include in ou r report, any reportable co nditions 
and/or material weaknesses. Reportable co nditions are matters that com e to our attention 
re lating to significant deficiencies in the design  or operation of the in ternal co ntrol structure 

that. in our judgment, co uld adversely affect the university's ability to (1) record, process, 
sum marize, and report financial da ta co nsistent with the assertions of management in the 
financial suttements or (2) comply with laws and regulations that could ha ve a material impact 
on the financial statements. A material weakness is a reportable co ndition in which the design 
or operation of one or m ore of the internal control structure elemen ts, including those  relating 
to co mpliance  with laws and regu lations, does not reduce to a re latively low level the risk that 
errors or irregularities, in amounts tha t would be  material in re lation to the fitutncial statements 
being audited, may occur and not be  detected  within a timely pe riod by employees in the 
norm al course of perform ing their assigned  duties. 

The number of findings, in this report and our other report ('Exhibit B), and the nature of the 
findings indica te a serious breakdown of the university's control environment, leading to a 
failure of the controls embodied in the accounting and re lated system s, which we co nsider to 
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be a material wcal~ es s. W e recom m end that the adminim m ion  attem pt to n:~ mblish its 
control environm ent through written detailed contro l procedur~~ that are m ol ly enfore~d by 
managem ent. 

In our consideration of the internal control ~ re, we noted the matters Contained in 
Exhibit C that we consider to be reportable oon ditions. The maue~ relating to studen t 
receivables, Act 971 funds, internal control over di~ ur~ m en ts, ~ ee~s ec~nb'ols, and internal 
audit function  are also considered  to  be material w~  an d/or material instances of 
noacompliarr:e. 

condi tions were considered in determ ining the nature, tim ing, and extent of tests applied 
to the accompanying genera l purpose f'mar~ial stateanen ts and our t~as of compliance with 
laws and regulations. 

Our co nsidera tion of the internal control structure wou ld not necessarily disclose all matters in 
the  internal co ntrol structure that m ight be reportable co ndition s and, accordingly, would not 
necessarily disclose all reportable conditions that are also co nside red to  be m aterial 
weaknesses. Because of inhen'srt lim itations in any internal control m a~cture , errors and 

irregu larities may, neverthe less, occur and not be detected. Also, projection of any evaluation 
of the co ntrol structure to future periods is subject to the risk tha t procedures may become 
inac~ uate because of changes in co nditions or that the de gree of compliance with the 
procedures may deteriorate. 

In our prior report for the  year ended June 30, 1993, we reported internal co ntrol findings 
re lating to ma terial and supplies inventories, de linquent accou nts receivable, access co ntrols, 
investment controls, internal controls over disbursem ents, duplicate payments, EDP general 
co ntrol, co ntrol over traffic tickets, and unrecorded credit mem os. The findings relating to 
co ntrol over traffic tickets and unrecorded credit mem os have been satisfactorily resolved by 
managem ent, but the findings re lating to m aterial and supplies  inventories, de linquent accounts 
receivable, access contro ls, investm ent co ntro ls, internal co ntrol ov er distm rsem ents, and ED P 
genera l co ntro l are addressed again in Exhibi! C, In addition, the Finding on duplicate 
paym ents has been included in the current finding on internal co ntrol over disbu rsemen ts. 

EXItlBIT A 
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During o~r exit confe~ ::e on January 18, 1995, we discussed with managem ent certain policy 

and procedural matter~ that, in our judgment, me not reportable conditions. Our commeat~ on 
iatcrmd control m x~ture are imetrlcd for the information and use of management of the 
unive~ ily. By provisions of fate law, this report it ~ public docum eat, and it has beea 
dic, r~ ted to ap~r~pr~tc public offic~h. 

Regaect~ lly subm itted, 

Daniel G . Kyle, CPA , CFE 
Legi~lalive Auditor 

RE:BJJ:dl 
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W e were authorized to audil the gc.r~raJ purpose financial ~.atcmtmts of Gram bling State 
University, a component unit of the State of Louisiana, as of and for the year ended June 30, 
1994, in accordance  with generally accepted auditing standards and Governm ent .4udin'ng 
Standards. issued by the Comptroller C,-~ncral of the United States. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the f'mancial 
statements are free of material misstatement. Our report dated  January 18, 1995, stated that, 
because of num erous m aterial weaknesses; reportable co nditions; material noncompliance; 
violations of laws and re gulations: and the re lated  concerns that arise from them . as discussed  
in Exhibit C. the  scope of our work was no t sufficient to enable us to express, and we did not 
express an opinion on the financial statements. 

Compliance with laws an d regu lations applicable to Grambling State University is the 
responsibility of m anagem ent of the university. As part of obta ining reasona ble assurance 
about wh~ he r the financial statem ents are free of m aterial m isstatem ent, we performed  tests of 
the university's co mpliance with certain provisions of laws and re gu lations. However, our 

ob jective was not to pro vide an opinion on overall co mpliance with such provisions. 

M aterial instances of noncompliance are failures to follow requirements or violations of 
pro hibitions contained in statutes, regu lations, co ntracts, or grants that cause us to conclude 
that the aggregation of the misstatements re sulting from those failures or violations is material 
to the financial statem ents. The results of our tests of co mpliance  indica te matters disclosed in 
Exhibit C tha t we conskler to be violations of laws and re gulations. The m atters relating to 
sm denl receivables, and Act 971 funds are also co nsidered to be m aterial instance s of 
noncompliance, the effects of which have not been adjusted in the university's 1994 financial 
stalem ents, 

W e considered these instances of noncompliance in repotaing on our engagement 1o audi! 
Gram bling State University's 1994 general purpose financial statem ents. Th is report affects 
our re port dated January 18. 1995. on those financial statem ents. 

EXH IBIT B 
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W e recom m end that m anagement of the university im mediately submit the requested 
information to the Board of RegentS, establish the t, epara~ preventative maintenance re.serve 
fund, and tm2~fer the appropriate fmxJs accordingly. /n a letter dated J~muary 18, 1995, 
M r. Howard J. Craig, Acting Vice President for Finance, concurred with the f'mding and 
recom m endation and stated corrective ~ tion has  been taken. 

M ATERIAL W EAKNT~SS F~~; 

Internal Controk O rer Disbursem ents 

W e selected 60 non-payroll item s at random and found that 

Twelve invoices had not been cancelled  after payment 

Two disbursements were paid I~sed on tbe purchase order without an 

original invoice . 

One disbursement was paid from only a copy of the original invoice 

One disbursement for a student loan was not authorized by the 
Vice-Presi6ent for Finance  as required by university policy. 

Two disbursem ents were supported by an invoice  without a receiving 
report or documentation to verify tha t the university received the goods. 

One check did not agree to the am ount of the invoices attached  to the 

vouchers. 

Our test for duplicate payments of specifically selected  items revealed that four 
duplicate payments totaling $553 were made by the university and three 
disbursem ents were based on copies of invoices. 

EXHIB IT C 
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3. Our exam ination of 35 checks of $15,000 or greater selected at random 
disclosed that: 

One check contained a duplicate paym ent of $70. 

E,ightec:n invoices had not been  ca nccliod af~-r paym ent. 

O~  dill~ rsc~ en t was l~Jd baled on the pttrchase order without an 
original invoice. 

One disbursem ent was paid from the statem en t without an original 
invoi~ . 

Two di sbursem ents were supporttxl by tm invoice without a purc hase 
order to indicate authori~ tion for purchase of goods, 

Two checl~ written for $15,000 and above a~ ay~  to be inJtial~  by 
som eone other than the president, in violation of the university's 
informal policy. 

Two checks did not agree to the am ount of the invoices attached to the 
voucbe rs. 

Ot~ disbursemen t was not classified propo fly. 

Two disbursemen ts were made mort: than 90 days after the invoice date. 

A good internal control structure incorporates policies  and procedures to en sure that 
expenditures arc properly reco rded and reduces the risk of errors and irregularities. Because 
of managem ent's lack of emphasis in establishing co ntrols over the accounts pa yable 
department, errors and/or irregu larities may occur and not be  dctoctod in a timely manner. 
Subsequent to M ay 11. ]994. the university im plem en ted additional policies and pra te<lure s 
that should reduce tbe  likelihood of m aterial disbu rsem en t errors and/or irregularities. 

W e recom mend that management continue to maintain and monitor its controls over 
disbursements to ensure tha t the recently estabtished po licies and procedures are im plem en ted 
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by university personnel. In addition, managem ent should immediately review its vendor f~ s 
for other duplicate payments and request refunds for any found, Finally, management should 
form ally a&',pt a policy that the president, or his assignee, initial all cheeks over a spe cif~u:l 
amount. In a letter dated January 18, 1995, M r. H oward J. Craig, Acting Vice President for 
Finance. cx-,nc urred  with the f'mding an d rer..om m endation and t, tated corrective action has been 
taken. 

A t't'e~ Controls 

For the second co nsecutive year, Gram bling State Urfiversity has not established adequate 
internal co ntro l over its f'mancial accounting records. Our review of internal co ntrol over the 
university's computerized accounting system re vealed  that access to man y of the f~  
application data files was available to an  unknow n num ber of persons. This occurred because. 

for certain ~ceou nts, the  uni versity assigned access capabilities to one or m ore individuals 
within a department by use of a single or shared password. Furthe rmore. no form al records 
exist that ~.c, uld indicate who has access to these files or who  is responsible for establishing the 
pas~word for these files. 

M ana gement has the re sponsibility to establish and maintain an internal contro l structure that 
~ feguards the fina ncial da ta co ntained  in its co mputerized financial applica tion system . A 
basic tenet of an adequate internal co ntrol structure  is segregation of duties, so tha t one pera.~  
is no~ in a Ix-,sition to both pe rpetrate and co nceal errors an d/or irregularities. Having m ultiple 

u~rs of un6ocumented, shared pa sswords 6oes jusl that. 

M analzement of the university felt it had adequate controls since access was limited to 
personnel ~ithin the variou s departments. M anagem enl's failure to establish and maintain 
adequate ~ nm.~l over access to these files could result in the unauthorized use, po ssible 
alteration, or ehm ination of information co ntained in these files. 

W c rreom m enO thal access lo application data files be assigned to individuals rather than 
grx*ups of md~xiduals ti.e., depat~m ents~ on a business-treed-only basis. Furtherm ore, ~ - 
vtsoD personnel should tevie',,, and authorize all requests for access to financial appli~  
data files N..fore the Inform ation Resource Center grants the access. A perm anent record of 
the~ authort.-alJons should he  maintained for future refere nce. In a letter dated Januar) ].~. 
lt~ 5. M r Ho~,ard J. Craig. Acting Vice President for Finance. concurred with the ftr~dmg 
and reeomme~ ation and stated corrective action has been taken. 

EX It~ IT C 
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Grtn~"~  -~:~  "=,,crsity does not have a fully operational internal audit function. The  
in~rra: ~  ,-~ ,u ax~ Id serve managem ent of the university by ex~tmining, evaluating

, 

and r~. "x'~ g .x :~ unternal control st~ cture , including elecuonie data processing, and to 
c'n.~ ,"c .'~.'ca~. ar~ '~."~ the policies and procedures that comprise the control grueture. Given 
the .~'.* ~  ~  ~.,,.--~.ay. its as sets of $146,455,417 and reven u4ut of $98,064,436, we believe 
that ~ er~-~ ,'= ~  audit function is im portant to ensure the university's assets are 
.~tL-g'aa."A~ an: r.c,J.:_'e~ and procedures are uniformly applied, 

Th: ~azz-, ~..-,-:~-a ,7.,-.~ ave. as a pall of its OrganiTational S~..'XlCtUre , an intern al audit departm en t. 
Bo~.~  :a~ ~,'-- rf gaffing is inadequate for the needs of the university because of the 
num .',cc. .~" 

._'~ .-~-.,t'-~e "hndings in the prior audit (20), the number of findings identified in the 
,-urre'~ )ca_- .- ~  :tuat only one person was em ployed in the position of in ternal auditor, 
In ~A.~:x',c .-~- .--- ~  of the work pe rform ed  by the internal auditor noted a lack of evidence 
t~" ~  ."r.'fes_.u.'x:~ z.r-e~, adequate planning, and follow-up work, as clef'meal by the Standarda 

~," ~  ."~.~-::..',~ "-'~.ce of Internal Auditing, issued by the Institute of Internal Auditors. 

Th: ~.m .,~..:x~ . r..~='e to emphasize a strong internal audit function resulted in inadequate 
~ f,~-~,a.~.~ .~  .~ ,~s~.~. a'rconsisten t application of po licies and procedures, and  noncompliance 
~Jit: ~  ~  .':r. ~..~'-'~ .ra,'s and re gulations. 

w e ..-.--~-.'c:.-rt..~," ~  3rambling State Uni versity take the ~  stc~s to establish an 
effc,."=,~ =-r~--':-,a. ~  :hnction by providing the noces sary reso~rce.s and staff. In addition, 
mam ~.,,w~,~e-~ .,~."~= v,,:ew, adopt, and im plement the  ssandards of the Institute of Internal 
At~ .x~.. a_, ~.'r_'.-:-c In a letter dated December 13, 1994, M r. Howard J. Craig, Acting 
v~..-: ~ x.x-m :- :.nance, concurred with the finding and recommendation and stated 

RY_~ ~ R T .kr-C 2 ": ~.DIT IO NS 

~ : ='e ~c.~:u :~ ..'~e~c year, Grambling State University did not provide an adequate 
tmer':.,a_ .-.'x-n:-':, ~ ..'-=:,e over investment transactions. The  senior business manager has 
reSx',~..~:,L:.--~ -- ~ :urchase, redem ption, and recordation of all investm en ts for the 
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univer sity. All original records of transactions involving investm ents are initiated and received 
by him . 

A proper internal control structure should provide for the separation of duties such that one 
person would not be in a position to both inRi""'~ e and conceal er ro rs or irregularities. 
M anagem ent has the responsibility to develop and maintain ~ good internal contxol structure 
that safeguards assets, en sures all transactions are recorded in a tim ely manner, and aids in the 
timely detection of exro~ ar~l irregularities. M anagem ent's hck of emphasis in developing 

and maintaining an adequate internal control gructure for inve..C, ments has subjected these 
to u~  risk. 

In our prior report, we recomm ended that all investm ent data, su ch as confn-mations of wire 
tranders, ct cetera, be rece ived  firs1 by the  comlXroUer and, whe a ncce .ssary, thc comptroller 
should provide the senior business manager with ~ copy of the docum ent for his records. 
Furttga'm ore, all purchases of inveslm ents slxm ld be approved first by ~ party indepem kmt of 
tbe  senior bu siness m anager and this inform ation should be  forwarde d to the comptroller so the 
transaction can be propcdy m co rdod. In this manner, transaction documentation would be 
reczived  a~  examined by an incicpon d~  ~  before the  perso n responsible for initiating the 
tranhaction receives it. Also, all safekeeping receipts for inv~ en ts owned by the university 
as well as ce rtificates of deposit should be socured in tbe  safe of the  cashier's offi ce with 
limited  access and procedures for the rem oval and/or exam ination of such assets. A log could 

be established and maintained by another ~ t party, such as the head cashier, that 
would re flect the instruments in the safe and the person exam ining or taking contro l of the 
instrum en ts. In Decem be r 1993, the uni versity be gan im plemen ting procedures that pro vide 
for adequate segregation  of duties in the  approval for purc hases, recording, and custody of 

investments. However, the university should further strengthen its segregation of authority in 
r~ L~m ptions, 

W e recom mend that Gram bling State University co ntinue its progress in establishing and 
implem enting policies and procedure s re lating to its co ntrols over investment activities so as to 
ensun: proper financial presentation and adequate safeguarding of its inves tments. In a letter 
dated January 18, 1995. M r. Howard J. Craig, Acting Vice President for Finance, co ncurred 
with the finding and  re co m m endation and stated co rrective action has been taken. 
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P,c,wxsnsibilities  for the invcsfigztion  and res oltr6on of all attem pts of 
unautboriz~  system acces s arc no~ dcfmod. 

Powcrfu! access control software ov~ d~  priv/lcg~  are not assigned on a 
lim ited and strict tm sincss-nccd-<m.ly basis. 

Logical acces s control parameters arc not de fined through execute aecc.ss control 
software to ensure that acc~~  to signifw.~un on -line financial application 
transactions is restricted on a tm~ncss-~evd-<m/y basis. 

There is no~ an effect/re /nteraa/ aud/t fttrg~on  t/rat mort/tots /n/'om mt/oa 
Rest~ rce Center activities to ensure that the control techniques, which are 
essential to an effective EDP control stru cture, are designed effectively, placed 
into operation, an d function consistently to  effectively achi eve related control 
objectives . 

Access co ntrol software does not restrict access to production application 
so ftware files. W rite and delete access authorities over ~  files should be 
assigned on a business-need-only basis 

All application systems developm ent and modification s did not use a standard 
system s design m ~bodolog'y, ptognm~m ing ~ s, and docum entation  
standards. 

No form al documentation exists to indica te that user departm ents approve all 
report layouts, input form s, and control reporls be fore the implementation of 
application system s into production. 

Form al procedures have not been developed and used to pro vide top 
m anagement's authorization, supervision, review , and approval of all 
applica tion system development and maintenance projects, In addition , 
procedures are not used tha t pro vide  the docum entation of the review and 
acceptance of test re sults by the Inform ation Resource Center m anagem en t and 

the user of all application system de velopment and maintenance projects. 

EXH IBIT C 
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13. Eraergeacy changes, particularly those occurring at night, are not being 
propedy controlled and reported, lhxx:edur~s a~e no~ in ~ff~~I to e.~surc thal 
only authorized application program s and changes to existing programs m-e 
implem ented into production during the normal maintenance process. 

14. Supervisory proCedur~  are not in effect to e~ re that only authorized 
processing activities are perform ed by computer operato rs, 

15. Procedures and responsibilities for the maintenance of user accou nts and 
resource access records are act def'med and performed on it timely basis. 

16. ~  control so ftware global c~tions are cot defined  in a manner that would 
prom ote a well-secured installation. 

In our prior report, we recomm ended that tl~ university establish and implem ent formal 
written  policies ar~ procedures re lating to its EDP general controls to en sure the security of 
the system and the inform ation in the system . These controls should be im plem ented at the 
Information ~ rce  Cen ter ar, d at the user level. W e also recomm en ded tluat managem ent 
continuously monitor and make periodic changes, as noed ed , to its ED P general controls. 
subsequent to December 1, 1993, it ~  Grambling State University has made ade quate 
changes and taken appropriate steps to rem edy substantially all weaknesses associated with 

itea'ns 10 thrcmgh 16 listed  previously. 

W e recommeM  tha~ Grarnbling State University continue its progress in es~blir&ing tnd 
im plem en ting form al written policies and procedures relating to its ED P general co ntrols to 
ensure the u:,curity of the system and the infomaation in the system . In a letter dated  
January Ig, 1995, M r. Howard J. Craig, Acting Vice President for Finance, co ncurred with 
the tim ing and recom mendation and gated corrective action has been taken. 
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Detlnqtmnt Accounts Receivable 

In our prior rcpo rL we recommencicd that managem era of the university review and evaluate 
its collection and write-off policies and procedures and amend written policies to allow using 
the scvvices  of a collection agency. Subsequent to January 12, 1994, management revised 
po licies and procedures relating to reserve for bad debt, write-off of accounts receivable, and 
collection of accounts previotisly wriRcn off, Peoding management approval, the~  po licies 
and procedures should be instituted early in ftscal year 1994-95. In addition, a time table has 
been ~ abLisbe d which indicales  thal a collection agen cy should be engaged by the university 

during the m onlh of August 1994. 

RF2~ RTABLE CO ND IT IONS/ 
CO ~ CE CO M M ENTS 

Esnp~oyee Leave R ecords 
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that all leave transactions are recorded in a timely manner, and aids in the tim ely detection of 
errors and irregularities. In addition, Article 7, Section 14 of the louisiana Constitution  of 
1974 prohibits state agencies fro m loaning, pledging, or donating pu blic funds to any perton, 
association, or corporation , public or private. 

In co njunction with our random test of 30 employee payroll transaction s, we tested the activity 
as tociated with additions and deletions of annual, sick, an d compensatory leave for those 
entitled to lea ve privileges. W e included one additional employee in this test be cause of 
information  that cam e to ou r attention . Our test revealed of the 31 em ployees exam ined, 26 
were eligible for lea ve, and of these, 22 co ntained errors (exception rate of 84 per cent). W e 
exam~  508 time sheets associated with the 26 em ployees selected [14 biweekly (chssif~:l) 
and 12 monthly (unclassified)] and determined  there were 77 instances where the time sheet 
did no~ agree with the leave documented on the leave records (exception  rate of 15 per cent). 

in stances included both leave taken pe r the tim e sheets but not posted to the lea ve 
records, and leave posted  to the lea ve records that was not docum ented on the tim e sheets. 

In addition. Gram bling State University has a policy allowing unclassified employees to lake 
annual lea ve for up to four hours pe r day and not have it charged against their accumulated  
balances. Inc luded  in the  in stances noted previou sly were three occurrences where the lea ve 
taken  was below the  po licy require ment to he  deducted. Allowing em ployees to be paid for 
tim e not worked without be ing charged with leave co nstitutes a do na tion of pu blic fu nds and is 
a violation of the  Louisiana Constitution  of 1974. 

The university does no~ have adequate contro ls in place to ensure that the leave records reflect 
actual lea ve ~  and  taken. Also, the uni vers ity adopted  a policy that al lows unc lassified  
em ployees to be absent from work without be ing charged  an nual lea ve for periods up to four 
hours per day. As a result of the  accumulation of errors in the employee leave balances, the  
compensa ted  absences liability may be  materially m isstated at year end. In add ition, there is 
an inc reased risk tha t overpayments of term ina tion pa y may have been made to employee s who 
have separated from the  uni versity. Finally, the university is in no nco mpliance with the  
constitution in regard  to its annual lea ve po licy for unclassified  employee s. 

W e recom m end that po l.icies and procedure s he  im plem ented  and monitored to ensure adequa te 
co ntrol over the record ing, processing, summarizing, and reporting of employee  lea ve 
inform ation. In addition, the university should re vise its annual leave policy to a one hour 
m inim um char'ge for its unclassified  employees. The po licies and procedures should 

EXIttlIIT C 
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Advance SalaD' Pa~ nents 

Gram bling State University paid its unclas.fified nonfaculty gaff employoes ' salaries, 
am ounting to $I ,144,000, for the month of Decem ber" on Decem ber 17, 1993. Early paym ent 
of these salaries constitutes the loan of pubfic funds fince the ~ iaries were not due and payable 
until Decem ber 31. Article 7. Section 14 of the Louisiana Constitution of 1974 prohibits state 
agca~ies fro m loaning, pled ging, or donating public funds to any person, association, or 
corporation, public or private. Furthermore, ARort~y CrermmJ Opinion No, 89-594 opines 
that advance pa ym ent of em ployoe co mpensation it a violation  of the co nstitutioa. 

Apparently. management did not ur~erstand certain provisions of the state constitution when it 
made  the advance paym ents to employees for work not yet pe rformed. As a result, the  
university is not in co mpliance with certain provisions of the state co nstitution. Also, there 

increased risks for cash flow problem s and pa ym en ts lacing made for work never 
pe rform ed  by cmployoes . 

W c recommend  that Gram bling State University only pa y salaries to its em ployees after the  
work has been perform ed . In a letter dated  January 18. 1995, M r. Howard J. Craig, Acting 
Vice  Presiden t for Finance , co ncurred with the Finding and recommendation and stated  
co rrective action will be taken . 

M ovable Property 

For the  second co nsecutive year, Gram bling State Uni versity did not com ply with state law 
regarding movable property and did not provide adequate co ntrol over its movable property. 
LSA.R.S. 39:321 authorizes the  Louisiana Property Assistance Agen cy (LPAA) to establish 
prope rty contro l rules and regulations. Chapter 3, Section 307 through 309 of the Rules and 
Regulations. ~ rty Control, provide in part that all acquisitions of qualified items must be 
tagged  and all pe rtinent inventory inform ation must be forwarck~ to the LPAA director within 
45 days after receipt of the items. In addition, the regulations pro vide that the acquisition c::ost 
will be the actual cost incurl~  by the  agency to acq uire the item . However, we noted the  
follow ing in our tests of m ovable property: 

W e selected  60 movable property item s at random and found tha t 2 items, 
totaling $2,004, could not be located , and 3 item s, valued at $I,124, appeared 
to be  da maged  beyond repair or obsolete. 

EXHIBIT C 
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The movable property listing identified 24 items valued  at $19,731 that 
were miscocled  as to location as of June 30, 1994. These item s were 
coded  to the North Cam pus, which ceased to exist as of Decem ber 31

, 

1993. The Property Control M anager stated that these items had been 
relocated to the main campus as of Doeember 31, 1993. 

One item , an  industrial dishwasher, valued  at approximately $25,000, 
had not been added to the property listing consistent with other 
acquisitions made by the university. Property Control personnel 
subsequently added the equipment to its inventory listing, when 
ide mified  by the auditor, before June  30, 1994. 

Based upon our tests, the known errors resulted in a net overstatement of movable property of 
approximately $16,800. This total does not include  the $456,000 noted  previously in item 5. 

These conditions exist because  m anagem ent apparently has not placed considerable emphasis 
upOn accou ntability and adhe rence to the state property co ntrol re gulations. Failure to 
maintain an accurate movable property system increases the risk of loss from unauthorized use 

and subjects the university to noncompliance with state laws and regulations. 

W e recommend  tha t procedures be implemented  and monitored to ensure adequate co ntrol over 
the university's m ovable property. These procedures should specifically address the errors and 
matters of no ncompliance m entioned pre viously. In a letter dated  January 18, 1995, 
M r. Howard J. Craig, Acting Vice President for Finance, concurred with the finding and 
rec om meod ation and stated  co rrective action has been taken. 

Ixm isiana Procurem ent Code 

For the second co nsecutive year, Gram bling State University made lease payments in violation 
of the state procurement code. Appro ximately $97,406 of such pa ym ents were made during 
the ),ea r ended June 30. 1994. In the calendar years 1989 and 1990, the university en tered 
into 11 lease agreements for pbotocopiers with term s of 48 and 60 months with estimated 
paym ents totaling $575,955. W hile these photocopiers were available on sta te contra ct, term s 
of the state co ntract pro vided  for 36 monthly installm ents. Since  the university elected  not to 
follow the term s of the 36-month state contract, the lea se s should have been bid as required by 
the Louisiana Procurement Code. However. we are una ble to determine that bids were taken, 

EXH IBIT C 



 

~!~~l~'' I~ -rtrvg A~  

I GRAMBLING STATE UNIVERSITY 
| STATE OF LOUISIANA 

Internal Control and Compliance Com ments 
January 18, 1995 
Page 19 

Louisiana Revised Statute (LSA-R.S.) 39:1594 requires contracts exceeding the  amount 
allowed under the  small purchases law ($5,000) be awarded by compc:dtive ~alcd bidding. 

W e were unable to otxain ~dequat~ information from the univccxhy to make a de~ rmlnation as 
to whu, h~r the-~ arc operating or capital leases. W e obtained  copies of order agreem ents from 
the vcaOor to estira~e the tot~ am ou nt of ~as~ ~~ cats in cffee t during the audit period. 

An adequate internal control stru cture should provide managcrmmt with the basis to accurately 
account for its asscls and contra ctual obfigations. 

W e recommend that management of Grambling State University beco me familiar with the 
Louisiana Procurem ent Code and comply with it. F'unhcnnorc, managem ent should 
COmplete records for each photnc opi~r lea se and establish the  appropriate accounting records 
and controls for its Ic~as~ agree ments. /n ~ letter dated January 18, 1995, M r. Howard J. 
Cra ig, Acting Vice: Pres ident for Finance , conc urred  with th e fin ding and recom m endation and 
stated  co ncc-tive action  has boen ta.ken , 

Reporting to C ivil Service 

For the second consee utivc ),ear, Gntm bling State University did not report changes to the 
l.xmisiana Det riment of State Civil ,Service (Civil Service ) for all of its unclassified 
employee s in accordance with state law, LSA-R.S. 42:290(A) requir~ the university to f'de 
with Civil Service the name, address, position, date of em ploym ent, place of employmen t, 

bon rs of work, and salary or per diem of each unc lassified employee under its jurisdiction. 
The statute also roquin~s that within 30 da ys of employm ent or change in an y of the  eleme.nts 
of employment, the  university shall rc~ort ~uch changes to Civil Service . W e exam ined  status 
change form s for 30 of ~pprox.intately 250 unc lassified  em ployee s with status changes and 
found that for 29, the changes had no~ been rcponod to Civil Service within the  30 days 
rcquirc, d by law. Failure of the  university to mpon the  required changes places the university 
in noncom pliance  with state law, 

W c r~com m end that G ra m bling State University m pon the  rtquired  inform ation tim ely to Civil 
Service  for all of its unclassifiod employee s as rcquirecl by state law . In a letter da ted  
January 18, 1995, M r. Howard J. Craig, Actin g Vice  President for Finance , co ncurred with 
the finding and recom mendation and stated corrective action has been taken. 
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Board of R egents' Policies and Procedures 

For the second consecutive year, Gram bling State University failod to comply with the Board 
of Regents' policies and procedures and ce rtain internal accounting co ntrols re garding its 
off.cam pus Doctor of Education in Developmental Ed ucation Program . The university 
appointed Dr. Andrea G . Jefferson to the position  of A~ istant Pro fe.ssor/Coordinator of 
off-cam pu s courses on October 5, 1992. She  was resp onsible for the overall COordination of 
the Doctor of Education in Developmental Ed ucation  Program in the New Orleans area, Her 
duties included acade m ic adveaising and counseling of graduate students enrolled in the 
masters, specialist, and doctoral program s in developmental ed ucation; implementing market- 
ing strategies to enhance  recruitm ent efforts; monitoring the progress of students fro m the 
application stage to graduation; co nducting transcript analyses; and teaching selected courses  
consistent with her academ ic preparation and experience. She  is a 10-month cmpinyec with an 
annual salary of $50,000. 

During the year under exam ination, Dr . Jefferson taoght one class with six students who 
registered and attended  in the fall sem ester of 1993, and one  class with one student who  
registered and attended in the  spring sem ester of 1994. Board of Re gents' policy Section 

I1:4.2, Part D, Standard H (D) states , in part, that to assure the effi cient use of resources 
dedicated  to off-cam pu s activities , a minimum of 10 studen ts must be enro lled  in the first class 
session in any graduate course offered off-cam pu s. 

Dr. Jefferson has not taught an y classes on the main cam pu s of Gram bling State Uni versity. 
Board of Regents' policy Section II:4.2, Part D , Standard IH (B) states that faculty members 
re gularly assigned  off-campus instruction m ust tea ch from tim e to time on the main cam pu s. 

W e also noted  that Dr. Jefferson did not co nsistently certify her tim e and attendance  roco rds. 
The time and attendance records do not indica te the  hours per da y worked during the year. 
W e found that time and  attendance  records for Dr. Jefferson were ce rtified/signed  by 
Dr. Jefferson's supe rvisor at the m ain cam pus after receiving negative co nfirm ation from 
D r. Jefferson thro ugh M arch of 1994. After that time. Dr. Jefferson signed her own tim e 
sheets. Our review of monthly pro gress reports and other record s do not appear to suppo rl a 
40-hour week. There fore . we are una ble to determ ine if the hours reflected  on the  tim e and 
attenda nce reports are  accura te. 

EXH IBIT C 



 

GRAM BLING STATE UNIVERSITY 
STATE OF LOUISIANA 
Internal Control and Compliance Commvnts 
.*anuary 18, 1995 
Pa~ 21 

It is managcment's rcsponsibRity to develop and maintain an ad~luat~ internal control structurc 
to r, M eguard assets by preventing or d~cctJag errors or incgularitics in a timely matu rer and to 
cnsurc compliance with applicable laws and regulations. 

W e again rccommcnd that the. university's rr.tmqCcracnt become fam iliar and comply with tic 
Board of Rcgents' policies and proco durcs regarding off-cam pus activities. If sufficient 
enrollm cnt ca nno( bc achicvcd, tim program tho uld bc dl~..ontinucd in that area, The 
university should monitor more clo~ ly the efforts and a~ plishm crt~ of the coordinator to 
cnsu~ that the university is maintaining a cost ct'Tlcicm and beneficial program . 

At a m inimum , management should establish and maintain an adequate system of intcrr~l 
control to propo Hy account for Dr. Jefferso n's tim e and attendance. I)r. Jcfferson should 
Continue to certify each of bcr tim e an d aucadancc reports and ~  reports should re flect 
actual hours workcd. M onthly progres s rcpolls should dlsclosc, in dc/.ail, tim es  and dates  of 
m eetings attendc<l, prcsen~tlons m adc, nam es  of pex~ lc Co ntactcd, and oth er rclc.vant 
information. The report should also includc a tentative schcdulc for thc upcom ing m onth. In 
~ Icier datcd Jan uary 18, 1995, M r. Howard J. Craig, Acting Vicc Presiden t for Finance, 
concurred with the finding and reco m m endation and stated co rrective action has bccn taken . 
M anagement has statcd that Dr. Jefferson will Ix: tcaching classes on the main ca mpus during 

the fall semester of 1994. 

ExlliBrr c 


