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ACCOUNTANTS

INDEPENDENT ACCQUNTANT'S REPORT

The Board of Commissioners
of the Consolidated Gravity Drainage
District No. 2-A of Vermilion Parish
Abbeville, Louisilana

We have compiled the accompanying general purpose financial
statements of the Consolidated Gravity Drainage District No. 2-A of
Vermilion Parish, a component unit of the Vermilion Parish Police
Jury, as of and for the vyear ended December 31, 1999 and the
supplementary schedule, as listed in the table of contents. These
financial statements and supplementary schedule, which 1s presented
only for supplementary analysis purposes, were compiled in
accordance with Statements on Standards for Accounting and Review
Services issued by the American Institute of Certified Public
Accountants.

the
and

A compilation is limited to presenting information that is
representation of the Board in the form of financial statements
supplementary schedules. We have not audited or reviewed the
accompanying general purpose financial statements and the
supplementary schedule and, accordingly, we do not express an
opinion or any other form of assurance on them.

and
23,

In accordance with the Louisiana Governmental Audit Guide
the provisions of state law, we have issued a report, dated June
2000, on the results of our agreed-upon procedures.

Brsussand. Fache, Fpura § Breaun K/

Crowley,
June 23,

Louisiana
2000



e

CONSOLIDATED GRAVITY DRAINAGE DISTRICT NO. 2-A
VERMILION PARISH POLICE JURY

JOMBINED BALANCE SHEET - ALL, FUND TYPES AND ACCOUNT GROUPS

December 31, 1995
See Accountant's Compilation Report

Governmental Fund Types

Debt Capital
General Service Projects
ASSETS Fund Fund Fund
Cash S 18,524 S 48,450 S 83,531
Investments, at cost - 133,540 -
Receivables 113,918 54,419 -
Egquipment ~ - -
Amount available in debt service funds - - -
Amount to be provided for retirement of
general long-term debt - - -
Total assets $ 132,442 $ 236,809 S___ 83,531
LIABILITIES ANID FUND EQUITY
LIABILITIES
Accounts pavyable = 2,450 § - $ -
Deduction from ad valorem taxes 3,546 1,760 -
Bonds payable - - -
Other payable 126 - -
Total liabilities § 6,122 S 1.760 S -
FUND EQUITY
Investment in general fixed assets S - S — 3 -
Fund balances:
Reserved for debt service S - S 235,049 S -
Unreserved - undesignated _ 126,320 — g3.531
Total fund balances S 126,320 $ 235,049 S 83,531
Total liabilities and fund eguity $.132,442 S 236,809 S 83,531

See Notes to Financial Statements.



General

Fixed

Agsets

$ —
432,826
432 26

$ -
s -
S 432,826
$ -
S -
§ 432,826

Account Groups

General
Long-Term

Obligations

s —_

Fe

235,049

235,851

$ 471,000

$ -

471,000

—r—

$ ..471.000

Total
{(Memorandum
Only)

$ 150,505
133, 940
168,337
432,826
235,049

235,251

$1,356,608

$ 2,450
5,306
471,000
126

S 478,882

S 432,826

$ 235,049

202,851
S 444,900
51,356,608




CONSOLIDATED GRAVITY DRAINAGE DISTRICT NO. Z-A
VERMILION PARISH POLICE JURY

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - ALL: GOVERNMENTAL FUND TYPES
Year Ended December 31, 1999
See Accountant's Compilation Report

Debt Capital Total
General Service Projects (Memorandum
—_Fund __ __Funds rund Only}
Revenues:
Taxes:
Ad valorem taxes $118,494 S 58,806 5 ~ $177,300
Intergovernmental :
State revenue sharing 7,862 - - 7,862
Other __ 1,837 7,942 1,689 11,478
Total revenues $128,193 S 66,748 $ 1,699 $196,640
Expenditures:
Current:
Public worKs:
Salaries and related
benefits $ 72,358 S - & - $ 72,358
Compensation paid to board
of cominlissioners 3,240 - - 3,240
Accounting and legal 1,300 - - 1,300
Insurance 26,935 - - 26,939
Office 625 - ~ 625
Materials and supplies 6,863 - - 6,863
Repairs 13,190 - 7,976 21,166
Drainage maintenance 6,825 - 500 7,325
Fuel and oil 8,032 - - 8,032
Pension 3,546 1,760 - 5,306
Uncollected taxes 1,539 777 - 2,316
Miscellaneous 2,161 - 400 2,561
Debt service:
Principal retirements - 29,000 - 29,000
Interest and fiscal charges - 33,068 N - _. 33,068
Total expenditures $146.618 S 64,605 $_8.876 $220, 099
Excess (deficiency) of revenues
over expenditures ${(18,425) S 2,143 S (7,177} ${(23,459)
Fund balances, beginning _ 144,745 232,906 90,708 4 35
Fund balances, ending $126,320 5235,049 S 83,531 $444,900

See Notes to Flnancial Statements.
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CONSOLIDATED GRAVITY DRAINAGE DISTRICT NO. 2-A
VERMILION PARISH POLICE JURY

NOTES TO FINANCIAL STATEMENTS
See Accountant's Compillation Report

Note 1. Summary of Significant Accounting Policies

As provided by Loulsiana Revised Statute 38:1758, the Drainage District is
governed by five commigssioners. These five commissioners are referred to as
the Roard of Commissioners and are appointed by the parish police jury. The
Drainage District was created under the authority of Louisiana Revised Statute
38:1751-18B02 and was established for the purpose of draining and reclaiming
the undrained or partially undrained marsh, swamp, and overflowed lands in the
district that must be levied and pumped in order to be drained and reclaimed.

In April of 1984, the Financ¢ial Accounting Foundation established the
Governmental Accounting Standards Board (GASB) to promulgate generally
accepted accounting principles and reporting standards with respect to
activities and transactions of state and local governmental entities. Aall
GASE pronouncements are recognized as generally accepted accounting principles
for state and local governments. The accompanying financial statements have
been prepared in accordance with such principles.

A. Reporting Entity:

In conformance with GASB Codification Section 2100, the Drainage District
is a component unit of the Vermilion Parish Police Jury, the governing
hody of the parish and the governmental body with oversight
responsibility. The accompanying financial statements present information
only on the funds maintained by the District and do not present
information on the Police Jury, the general government services provided
Iy that governmental unit, and other governmental units that comprise the
governmental reporting entity,

B. Fund accounting:

"he Drainage District uses funds to report on 1ts financial position and
results of operations. Fund accounting is designed to demonstrate legal
compliance and to aid financial management by seqgregating transactions
relating to certain government functions or activities. A fund 1s a
separate accounting entity with a self-balancing set of accounts.

General Fund:

The general fund i1s classified as a governmental fund. Governmental
funds account for the District's general activities, including the
collection and disbursement of sgpecific or legally restricted moniles.
The General Fund is the general operating fund of the District and

accounts for all financial resources except those required to be
accounted for in other funds.
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NOTES TO FINANCIAL STATEMENTS
See Accountant's Compillation Report

Debt Service Fund:
The debt service fund 1s used to account for the accumulation of
resources for, and the payment of, general long-term obligation
principal, interest, and related costs.

Capital Projects Fund:

The capital projects fund is used to account for financial resources to
bhe used for acquisition or construction of major capital projects.

C. General Fixed Assets and General Long-Term Obligations:

I'ixed assets used in governmental fund type operations {(general fixed
assets) are accounted for 1n the general fixed assets account group,

rather than in the governmental funds. Public domain or infrastructures
are not capitalized. No depreciation has been provided on general fixed
assets. All fixed assets are valued at historical cost.

Long-term liabilities expected to be financed from governmental funds are
accounted for in the general long-term obligations account group, not in
the governmental funds.

The two account groups are not funds. They are concerned only with the
measurement of financial position and do not involve measurement of
results of operations.

D. Basis of Accounting:

Basis of accounting refers to when revenues and expenditures are
recognized in the accounts and reported in the financial statements.
Basis of accounting relates to the timing of the measurements made,
regardless of the measurement focus applied. The District's accounts are
reported on the modified accrual basis of accounting using the following
practices in recording revenues and expenditures:

Fevemles:

ad valorem taxeg and state revenue sharing are recorded in the year the
taxes are assessed. Ad valorem taxes are assessed on a calendar year
basis, become due on November 15 of each year and become delinquent by
December 31. The taxes are generally collected in December of the current
yvear and January and February of the ensuing year.

Expenditures:

Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund 1liability 1is incurred except for
principal and interest on general long-term debt which is recognized when
due.
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NOTES TO FINANCIAL STATEMENTS
See Accountant's Compilation Report

Budget Practices:

Louisiana law exempts all special districts created before December 31,
L8974, from the requirements of the Local Government Budget Act. The
Consolidated Gravity Drailnage District No. 2-A of Vermilion Parish was
created May 12, 1966 and, accordingly, 1s exempt from budgetary
regquirements. Management has determined that, due to the amount and
nature of the expenditures, the adoption of a budget is not required for
control purposes. The Drainage District did not adopt a budget for the
vear ended December 31, 1999; therefore, the accompanying financial

statements do not include a comparison of revenues and expenditures to
budcget .

Cash and Investments

For reporting purposes, cash and investments 1include cash, demand
deposits, and certificates of deposit. Under state law, the Consolidated
Gravity Drainage District No. 2-A of Vermilion Parish may deposit funds
within a fiscal agent bank organized under the laws of the State of
Louisiana, the laws of any other state in the union, or the laws ©of the

Jnited States. Further, the District may invest in time deposits or

cert.ificates of deposit of state banks organized under Louisiana law and
national banks having principal offices in Louisiana.

At December 31, 1999, the District has cash (book balances) totaling
$284,445 which is all in interest-bearing demand deposits or certificates
of deposit. These deposits are stated at cost, which approximates market.
Under state law, these deposits (or the resulting bank balances) must be
secured by federal deposit insurance or the pledge of securities owned by
the fiscal agent bank. The market value of the pledged securities plus
the federal deposit insurance must at all times equal the amount on
deposit with the fiscal agent. At December 31, 1999, the District has
$288,079 in deposits (collective bank balances). These deposits are fully
secured from risk by federal deposit insurance (GASB Category 1) and
$429,836 of pledged securities (GASB Category 3).

Pensions

Employees of the Drainage District are covered under the Federal Insurance
Contribution Act (social security). The employees and the District
contribute equally to the system. Pension expenditures as shown with
revenues and expenditures 1s the amount deducted from ad valorem taxes for
sheriff and assessor plans, as provided by state law.
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NOTES TO FINANCIAL STATEMENTS
csee Accountant's Compilation Report

H., Vacation and Sick Leave

Full-time employees of the District with more than one vyear of service are
allowed two weeks of vacation leave each year; full-time employees with
one year's service or less are allowed one week of vacation leave each

year. Sick leave is granted on an individual basis as the need oCcCcurs.
Vacation and sick leave may not be accumulated and carried into future
years,

I. Total Columns On Financial Statements

The total columns on the financial statements are captioned "Memorandum
Only" to indicate that they are presented only to facilitate financial
analysis. The data in these columns does not present financial position
or results of operations in conformity with generally accepted accounting
principles. Neither is such data comparable to a consolidation.
Interfund eliminations have not been made in the aggredation of this data.

Note 2. Changes in General Fixed Assets

A summary of changes in general fixed assets follows:

Equipment

Balance, December 31, 1998 $432,826
Additions - 1959% -
Reductions -1999 -

Balance, December 31, 1999 $432,826

Note 3. Changes in General Long-Term Obligations

The following is a summary of the long-term obligation transactions for the
vyear encded December 31, 1999

Bonded

Lebt
Long-term obligations payable at January 1, 1999 5500, 000
Additions -
Reductions 29,000
Long-term obligations payable at December 31, 1999 $471,000
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NOTES TO FINANCIAL STATEMENTS
See Accountant's Compilation Report

Bonds of the Drainage District are comprised of the following individual
issues :

Original issue ©f $105,000 General Obligation Bonds
dated November 1, 1981, retired in various annual
installments, interest rate 9.50%, final maturity

April 1, 2001 $ 21,000
Original 1issue of $210,000 General Obligation Bonds

dated December 1, 1986, retired in various annual

installments, interest rate 7.0% to 11.0%, final

maturity December 1, 2006 125,000
Original issue of $340,000 Public Improvement Bonds

dated May 3, 1997, retired in various annual

installments, at wvarious interest rates, final

maturity April 1, 2017. _325,000

Total Bonds $471,000

The annual requirements to amortize all bonds and/or certificates outstanding
at December 31, 19989, including interest of $221,246, are as follows:

Year Ending Principal Interest Total
2000 $ 35,000 S 28,435 S 63,435
2001 36,000 25,435 61,435
2002 25,000 22,925 47,925
2003 30,000 20,825 50,825
2004 35,000 18,777 53,777
2005-2017 310,000 104,849 414,849

Total $471,000  $221,246  5$692,246

Receivables

The following is a summary of receivables at Decembex 31, 1999:
Debt
General Fung Sexrvice Fund
Ad valorem tax $108, 742 S 53,966
Revenue sharing 5,176 -
Other " 453
113,918 $ 54,419




SUPPLEMENTARY INFORMATION
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CONSOLIDATED GRAVITY DRAINAGE DISTRICT NO. Z-A
VERMILION PARISH POLICE JURY

SCHEDULE OF COMPENSATION PAID BOARD OF COMMISSIONERS
Year Ended December 31, 19989
See Accountant's Compillation Report

Name
Thomas Laland S 660
William Henry 840
Roderic Mark Hebert 960
Theodore Charles Girouard 780
Total S 3,240

The schedule of compensation paid to board members was prepared in compliance with
House Concurrent Resolution No. 54 of the 1979 Session of the Legisiature.

The board members receive $60 per diem for attendance at meetings of the board.
Vernis Leger, President, recelved a salary of $6,000 in 1999 which is included in the
financial statements with salary and related benefits.
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INDEPENDENT ACCOUNTANT'S REPORT
ON APPLYING AGREED-UPON PROCEDURES

The Board of Commissioners
of the Consolidated Gravity Drainage
District No. 2-A of Vermilion Parish
Abbeville, Loulisiana

We have performed the procedures included in the Loulisiana
Government Audit Guide and enumerated below, which were agreed to by
the management of Consclidated Gravity Drainage District No. 2-A of
Vermilion Parish and the Legislative Auditor, State of Louisiana,
solely to assist the users in evaluating management's assertions
about Consolidated Gravity Drainage District No. 2-A of Vermilion
Parish compliance with certain laws and regulations during the year
ended December 31, 1999 included in the accompanying Loulisiana
Attestation Questionnaire. This agreed-upon procedures engagement
was performed 1n accordance with standards established by the
American Institute of Certified Public Accountants. The sufficiency
of these procedures 1s sclely the responsibility of the specified
users of the report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either
for the purpose for which this report has been requested or for any
other purpose.

Publie¢ Bid Law

1. Select all expenditures made during the year for materials and
supplies exceeding $15,000 or public works exceeding $100,000,
and determine whether such purchases were made in accordance
with LSA-RS 38:2211-2251 (the public bid law).

There were not any expenditures made during the period for
materials and supplies exceeding $15,000. Nor were there
any expenditures made during the period for public works
exceeding $100,000.

Code of Ethics for Public Officials and Public Employees

2. Obtain from management a list of the immediate family members
of each board member as defined by LSA-RS 42:1101-1124 (the
code of ethics), and a list of outsgide business 1interests of

all board members and employees, asg well as their i1mmediate
families.



The Board of Commissioners

of the Consolidated Gravity Drainage
District No. 2-A of Vermilion Parish

Management provided us with the reguired list of board members including the
noted information.

3. Obtain from management a listing of all employees paid during the period under
examination.

Management provided us with the required list.

4 Determine whether any of those employees included in the listing obtained from
management in agreed-upon procedure (3) were also included on the listing obtained
from management in agreed-upon procedure (2) as immediate family members.

None of the employees included on the list of employees provided by management
[agreed-upon procedure (3)] appeared on the list provided by management in
agreed-upon procedure (2).

Budgeting

5. Obtained a copy of the legally adopted budget and all amendments,

Consolidated Gravity Drainage District No. 2-A of Vermilion Parish 1s not

required to comply with the Budget Act because the District was created before
Decembexr 31, 1974.

6. Trace the budget adoption and amendments to the minute book.

Consolidated Gravity Drainage District No. 2-A of Vermilion Parish 1s not

required to comply with the Budget Act because the District was created before
December 31, 1974.

7. Compare the revenues and expenditures of the final budget to actual revenues and

expenditures to determine if actual revenues or expenditures exceed budgeted
amounts by more than 5%.

Consolidated Gravity Drainage District No. 2-A of Vermilion Parish 1s not
reguired to comply with the Budget Act because the District was created before
Decemher 31, 1974,

Accounting and Reporting

8. Randomly select six disbursements wmade during the period under examination and:
(a) trace payments to supporting documentation as to proper amount and payee;
We examined supporting documentation for each of the six selected

disbursements and found that payment was for the proper amount and made to
Lhe correct payee.



The Board of Commissioners
of the Consolidated Gravity Drainage
District No. 2-A of Vermilion Parish

(b) determine if payments were properly coded to the correct fund and general
ledger account; and

All six of the payments were properly coded to the correct fund and
general ledger account.

(c) determine whether payments received approval from proper authorities.

Inspection of the minutes of the Board meetings indicated that each of the
six selected disbursements was approved by the Board.

Meeaetings

9. Examine evidence indicating that agendas for meetings recorded in the minute book

were posted or advertised as required by LSA-RS 42:1 through 42:12 (the open
meetings law) .

Consolidated Gravity Drainage Digtrict No. 2-A of Vermilion Parish is only
required to post a notice of each meeting and the accompanying agenda on the
door of the District's office building. Management has asserted that such
documents were properly posted.

Debt

10. Examine bank deposits for the period under examination and determine whether any
such deposits appear to be proceeds of bank loans, bonds, or like indebtedness.

We scanned copies ©f bank deposit slips for the period under examination and did
not note any deposits which appeared to be proceeds of bank loans, bonds, or
like indebtedness.

Advances and Bonuses

11. Examine payroll records and minutes for the year to determine whether any payments
have been made to employees which may constitute bonuses, advances, or gifts.

A reading of the minutes of the District for the year did not reveal any such
payments. We also inspected payroll records for the year and did not note any
instances which would indicate payments to employees which would constitute
bonuses, advances, or gifts.

Prior Comments and Recommendations

12. Review any prior year suggestions, recommendations, and/or comments and indicate
the extent to which such matters have been resolved.

Our prior vear report, dated April 29, 1599, included comments and unresolved
matters addressed in the Summary Schedule of Prior Audit Findings.
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The Board of Commissioners
of the Consgnlidated Gravity Drainage
District No. 2-A of Vermilion Parish

We were not engaged to, and did not, perform an examination, the objective of
which would be the expression of an opinion on management's assertions. Accordingly,
we do not express such an opinion. Had we performed additional procedures, other
matters might have come to our attention that would have been reported to you.

This report is intended solely for the use of management of Consolidated Gravity
Drainage District No. 2-A of Vermilion Parish and the Legislative Auditor, State of
Loulsiana, and should not be used by those who have not agreed to the procedures and
taken respongibility for the sufficiency of the procedures for their purposes.
However, this report is a matter of public record and its distribution is not limited.

B&@umm.i,?od\;, ﬁuma & Broawn AN

Crowley, Louilisgiana
June 23, 2000
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LOUIBIANA ATTESTATION QUESTIONNAIRE

Iune 27,2000

TS s oF ‘-HH

IN Connection with yaur compiiation of our inanciel statements ac of [date] and for the year than ended,
and &8 requlrod by Louisiane Revised Blatude 24:61) and the Louisians Govemmental Audk Guide, we
make the following rcpresdnations 10 yeu. We socept Ml responsiblidy for our compllance with the
follow(ng iaewa angd rguiation and.the Internal oontrals over Eompliance with such [ews and reqjulstions.
We have sveluaisd aur carmplience wih the folowing (aws and regulations prior 10 making thase

reprosentadons.

These reprasontiaticns 4re baced én the information availabis 10 us as of (date of
completian/reprasantiions).

Public Bid Law

It is true that wo have compiled with the pubilc bid law, LEA-RS Tis 38:2212, snd, where applicable, the
requiations of the Dhvision of Administration, Slate Purchasing Office,, ves (11 -
[ NO

Code of Bthics for F ublic Officlals and Public Empioyees

Lis ue thal no ampdoyees or officiais heve accepted anything of value, whethar in the torm af 8 service,

o8N, Or proping, Mo anyond that would constliute a viclation of LEA-RB 42 1101-1124,
Yas (T No{ |

]

it is trus that nO mainder of the immadiale family of ady member of the goveming authonty, of the chi¢f
sxacullve of the gove mmanlal antify, has baan amployed by the govemnmental enlity afler Aprii 1, 1880,
unaar clreumeiancad that would constitiie a violation of LSA-RE 42:1118. .

Yeo [ A Nof{ )
Budgweting

We have comgliad with the siate budgsting requiraments of the Local Governmant Budget Act (LBA-RE
36:1301.14) or the budget requirements of LSA-RS 10:3,
Yes 1 No! ]
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Accoumting and [teportng

Al non-exempl guvemmenta! racorde are avaliahle 48 @ publo record and Rave been rutainad for at
[east theng yaers. us required by LSA-RE d4:1, 447, 44:31, and 4438,

Yes [T No [ |
Ve hawve filed ow Annual financiel stataments in sccardarice with LSA-RB 24:5314, 33:48), and/jor 39:92,
as applicable.

Yoe [44No ! ]

We have had our faanciel stglemants audiied or campiled In sccorgance with LSA-RS 24:513.

Yos [ .INo [ |
Maeatingc
Ve have compied with the provigions of the Opsn Mnﬂnoi Law, provided 0 RE 42.1 through 42:12,
Yos i No| }
Dabrt

it s (rue we heve 20t incumed any indebtednaess, other than Cragit for 60 days oF (858 [0 Make purchases
in the ondindry conee of adminiatration, nor have we entarad inlo dny lsase-purchese sgrusments,
without the approvil of tha Siats Bond Commisgion, as provided by Anicle Vil, Section 8 of the 1974
Loulglana Consthuilon, Attiole V1, Bection 33 of the 19?4 Loulslana Con&tﬂuunn and L3A-R8

I 1410.80:1410 4 3. _
Yeu (s { No( 1

Advances and BoAuses

It is truq we hawl rm' Advancad waQeg or salerias (0 amployaes of pald bonuses (n viglalion of Ariicie

Vil Saction 14 of tha 1974 Loulslans Constiution, LSA-RS 14;138, and AG opinion 78-728.
Yos No{ |

We have disciossy 10 you all knowh noncompliance of the foregoing lsws and reguintions, a¢ weli as any
contradictions to Iha regoing representations, We have mads availadie 1o you documentstion relsling

to the foragoing lara and regulations.

We have provided sou with any communications from reguistory agencies or other sources cancaming

any possibie noncampilance with the foregoing lews and raguiations, including any communications
racaived behween the end of the peried under examination and the issvanca of this report. VWa

acknowiedge our re 3ponalbiity (o discigss 1o you &ty known nanmmp(lanm which mqy nccur

| subgsequent tg the iruuanac :}vwr raport.
.—4,2’( Satraiw__ﬁ_ogi—;.ﬁi__nm

Troasurer —— . Do

_.__.,_.(ﬁ_. o AN Protident_ 4-3':‘»212-7, L. Daw
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CONSOLIDATED GRAVITY DRAINAGE DISTRICT NO. 2-A OF VERMILION PARISH

SUMMARY SCHEDULE OF PRICR AUDIT FINDINGS
Year Ended December 31, 1999

Internal Control and Compliance Material to the Financial Statements

98-1 Se¢regation of Duties

Finding: In reviewing the internal control structure, we noted inadequate
segregation of duties exists.

Cause: Inadegquate segregation of duties exists due to the limited number of
personnel performing the administrative functions.

Current status: An inadequate segregation of duties still exists. The Board has
evaluated this 1nadequacy and concluded the related costs versus benefits to
be achieved does not justify the additional personnel it would require to
establish an adedquate segregation.

Internal Contrel and Compliance Material to Federal Awards

The prior year's report did not disclose any findings relative to federal awards.

Management Letter

Suggestion 1998-1. Board Member Compensation

Condition: According to Internal Revenue Code § 31.3401(c} -1, *"...officers..
whetheér elected or appointed..." are included 1in the definition of
employee. Therefore, any board member is considered an employee of the

District for tax purposes and the compensation paid to them is subject to
social security (if not a member of a retirement gsystem), Medicare (if the
board wmember were appointed or re-appointed after March 31, 1986), and
federal and state income tax withholding in 1997 and 1998.

Cause: Comnpensation paid to board members is reported to them at year-end using
Form 1099. No taxes are withheld from these amounts or paid by the District
on these amounts.

Effect: The District is not withholding taxes from the bocard’'s compensation
payments or remitting tax payments as required by the Internal Revenue
Service.

Recommendation: We recommend that payments to the Board be subject to taxes and

withholdings as are employee payments. Each board member should be reguired
to complete a Form W-4 annually.

Current status: The District’s wmanagewent asserts that compensation paid to beoard
members is now being handled correctly.



