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December 11, 2013

UNIVERSITY OF NEW ORLEANS
UNIVERSITY OF LOUISIANA SYSTEM
STATE OF LOUISIANA

New Orleans, Louisiana

As required by Louisiana Revised Statute 24:513 and as a part of our audit of the University of
Louisiana System’s (System) financial statements and the Single Audit of the State of Louisiana
for the fiscal year ended June 30, 2013, we conducted certain procedures at the University of
New Orleans (university) for the period from July 1, 2012, through June 30, 2013.

. Our auditors obtained and documented an understanding of the university’s
operations and system of internal control, including controls over the major
federal award programs administered by the university, through inquiry,
observation, and review of its policies and procedures, including a review of the
laws and regulations applicable to the university.

. Our auditors performed analytical procedures consisting of a comparison of the
most current and prior year financial activity using the university’s annual fiscal
reports and/or system-generated reports and obtained explanations from
management for any significant variances. We also analyzed the university’s
revenues, expenses, enrollment, and degrees awarded over the last four years.

. Our auditors considered internal control over financial reporting and examined
evidence supporting the university’s account balances and classes of transactions
material to the System’s financial statements as follows:

Statement of Net Position - Cash and cash equivalents, investments, receivables,
due from state treasury, capital assets, accounts payable and accruals, deferred
revenues (summer 2013 only), bonds payable, and net position

Statement of Revenues, Expenses, and Changes in Net Position - Net student
tuition and fees, federal, state and local, and nongovernmental grants and
contracts revenues, state appropriations, federal nonoperating revenues, capital
appropriations, and education and general expenses
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We also tested the university’s compliance with laws and regulations that could
have a direct and material effect on the System’s financial statements, as part of
our audit of the System’s Annual Financial Report for the fiscal year ended June
30, 2013, in accordance with Government Auditing Standards.

. Our auditors performed internal control and compliance testing in accordance
with Government Auditing Standards and Office of Management and Budget
Circular A-133 on the federal Research and Development Cluster for the fiscal
year ended June 30, 2013, as part of the Single Audit of the State of Louisiana.

The Annual Fiscal Report of the university was not audited or reviewed by us, and, accordingly,
we do not express an opinion on that report. The university’s accounts are an integral part of the
System’s financial statements, upon which the Louisiana Legislative Auditor expresses opinions.

Based on the application of the procedures referred to previously, we have included one
significant finding in this letter for management’s consideration.

Inaccurate Annual Fiscal Report

The university did not compile an accurate Annual Fiscal Report (AFR) for the fiscal
year ended June 30, 2013. Although the university submitted two revisions to the
original AFR in an attempt to correct errors, the final revision still contained several
significant errors that had to be corrected with additional audit adjustments.

Significant errors identified by the auditors in the original AFR and subsequent revisions
included material misclassifications of accounts, omissions of required note disclosures,
incorrect note disclosures, and unbalanced financial statements. Of these, specific
significant errors included an $18.3 million misclassification, the improper note omission
of $9.7 million in issued bonds, the improper note inclusion of a $69.7 million capital
lease, and a cash flow statement unbalanced by $1.7 million. In addition, numerous
minor adjustments were needed to agree statements to note disclosures, to agree
statements to each other, to agree beginning balances to the prior ending balances, and to
correct footing errors.

Good internal control requires management to perform a thorough review of its AFR
prior to submitting it to the University of Louisiana System (System) for inclusion in the
System’s financial statements; however, management did not perform a thorough review
of the initial AFR or the subsequent revisions. The resulting errors increased the time
and effort necessary for the auditors to complete their work. The inadequate review also
increases the risk that additional errors may remain undetected.

University management should develop a written AFR review process to include (1) a
reasonableness comparison between the current and prior year AFR, (2) a formal
accounting-basis crosswalk for each component unit, and (3) a final competent review of
the AFR before submitting to the System. Management concurred with the finding and
recommendations and outlined a plan of corrective action (see Appendix A).
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The recommendations in this letter represent, in our judgment, those most likely to bring about
beneficial improvements to the operations of the university. The nature of the recommendations,
their implementation costs, and their potential impact on the operations of the university should
be considered in reaching decisions on courses of action.

The purpose of this letter is solely to describe the scope of our work at the university and not to
provide an opinion on the effectiveness of the university’s internal control over financial
reporting or on compliance. Accordingly, this letter is not intended to be and should not be used
for any other purpose. Under Louisiana Revised Statute 24:513, this letter is a public document,
and it has been distributed to appropriate public officials.

Respectfully submitt
/d;@[ Wﬁ.—-—

Daryl G. Purpera, CPA, CFE
Legislative Auditor
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APPENDIX A

Management’s Corrective Action
Plan and Response to the
Finding and Recommendation
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