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The Legislative Post Audit Committee and its audit
agency, the Legislative Division of Post Audit, are the
audit arm of Kansas government.  The programs and
activities of State government now cost about $9 billion a
year.  As legislators and administrators try increasingly to
allocate tax dollars effectively and make government work
more efficiently, they need information to evaluate the
work of government agencies.  The audit work performed
by Legislative Post Audit helps provide that information.

We conduct our audit work in accordance with
applicable government auditing standards set forth by the
U. S. General Accounting Office.  These standards
pertain to the auditor’s professional qualifications, the
quality of the audit work, and the characteristics of
professional and meaningful reports.  These audit
standards have been endorsed by the American Institute
of Certified Public Accountants and adopted by the
Legislative Post Audit Committee.

The Legislative Post Audit Committee is a bipartisan
committee comprising five senators and five representa-
tives.  Of the Senate members, three are appointed by the
President of the Senate and two areappointed by the
Senate Minority Leader.  Of the representatives, three are
appointed by the Speaker of the House and two are
appointed by the House Minority Leader.

As part of its audit responsibilities, the Division is
charged with meeting the requirements of the Legislative
Post Audit Act which address audits of financial matters.
Those requirements call for two major types of audit work.

First, the Act requires an annual audit of the State’s
financial statements.  Those statements, prepared by the
Department of Administration’s Division of Accounts and
Reports, are audited by a certified public accounting firm
under contract with the Legislative Division of Post Audit.
The firm is selected by the Contract Audit Committee,
which comprises three members of the Legislative Post
Audit Committee (including the Chairman and Vice-

Chairman), the Secretary of Administration, and the
Legislative Post Auditor.  This audit work also meets the
State’s audit responsibilities under the federal Single Audit
Act.

Second, the Act provides for a regular audit presence
in every State agency by requiring that audit work be
conducted at each agency at least once every three years.
Audit work done in addition to the annual financial
statement audit focuses on compliance with legal and
procedural requirements and on the adequacy of the
audited agency’s internal control procedures.  These
compliance and control audits are conducted by the
Division’s staff under the direction of the Legislative Post
Audit Committee.
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This report contains the findings, conclusions, and recommendations from our completed
compliance and control audit of the State Hospitals.

The report includes several recommendations for improving the hospitals’ procedures for
handling patient revenues and pharmacy inventories.  We would be happy to discuss these
recommendations or any other items in the report with any legislative commit-tees, individual
legislators, or other State officials.

Barbara J. Hinton
Legislative Post Auditor
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With one exception, the State hospitals had adequate
procedures to ensure that they handled patient revenues
appropriately.  Osawatomie State Hospital didn’t use its calculated
daily rate for room and board charges, but the impact of that (if any)
was minimal.  Amounts paid by Medicare, Medicaid, and insurance
benefits are adjusted to the correct amounts regardless of the
amount charged, and almost all of the remaining charges are written
off because of limited patient resources.  In addition, for Osawatomie
State Hospital, Rainbow Mental Health Facility, and Larned State
Hospital, the portion of patient account balances past due more than
one year increased during the past year.

Recommendation

Most State hospitals had established reasonable procedures to
account for drugs, but procedures at 2 hospitals may need to be
improved.  Weaknesses in systems and procedures at Larned and
Parsons State Hospitals can sometimes result in inaccurate drug
inventory records.  Better adherence to established processes and a
review of the computerized inventory systems would help address
these concerns.

Recommendations

Appendix A: Agency Response
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Question 1: Did the State Hospitals Have Adequate Procedures To
Ensure That They Handled Patient Revenues Appropriately?

Question 2: Did the State Hospitals Have Adequate Procedures To
Ensure That They Properly Controlled Pharmacy Inventories?

This audit was conducted by Randy Tongier.  If you need any additional information about the audit’s
findings, please contact Mr. Tongier at the Division’s offices.  Our address is: Legislative Division of
Post Audit, 800 SW Jackson Street, Suite 1200, Topeka, Kansas 66612.  You also may call us at
(785) 296-3792, or contact us via the Internet at LPA@lpa.state.ks.us.
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difference of 1,003 capsules.  Likewise, inventory records for the other
drug showed 4,281 pills on hand.  Our test count was 4,784.  In each
case, the number actually on hand was more than the records indicated
should be there.  Therefore, theft or loss of the medications isn’t a
concern.

The head pharmacist told us that the manufacturer of the first drug has a
program that provides free replacements for repeat users.  Drugs received
under this program don’t go through the same check-in process as drugs
that are purchased because there’s no purchase order or invoice.
However, the pharmacist said that those drugs should still be recorded
when received.  The pharmacist thought that some of these drugs weren’t
recorded when received as they should have been, thereby resulting in
more drugs actually being on hand than the records showed.

In addition, we were told that the computerized inventory system at
Larned State Hospital couldn’t provide a history of purchases for a given
drug being logged into the inventory system.  That means that if there were
a difference between a physical count of a drug and the quantity recorded
in the inventory records, pharmacy staff wouldn’t have a record of the
purchase activity to help them determine the reason for the difference.

At Parsons State Hospital, there appears to be a glitch in the
computer system that may produce inaccurate drug inventory counts.
When we tested the drug inventory at Parsons, the records showed the
quantity on hand for one of the drugs to be 27 capsules.  Our count was
387–a difference of 360 capsules.  In researching the difference, we noted
that an inventory taken in late July showed 280 pills on hand, which
agreed with the inventory records at that time.

Since that time, the computer history file on the drug showed 300 capsules
purchased and 193 being dispensed.  Therefore, the computer should
have shown a quantity of 387 capsules at the time of our audit, which
exactly matched the amount actually on hand.  We were unable to explain
why the computer indicated only 27 capsules on hand at the time of our
audit.

1. To ensure that its inventory records are as accurate as possible,
Larned State Hospital should remind pharmacy staff to record in the
inventory records all drugs received, even those not actually
purchased, and should attempt to develop the ability to access a
history of recorded inventory purchases.

2. To ensure that its inventory records are as accurate as possible,
Parsons State Hospital should review its pharmacy inventory
computer system for possible glitches in calculating quantities on hand.

Recommendations


