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INDEPENDEN T AUDITOR'S REPORT 

To the Board of Directors 
M arrero-Ragusa V olunteer 
Fire Company N o. 3 

2439 Manhanan B~,ulevard 
Suite 205 

tlarvey, lx~uisiana 70058 
(504) 362-5340 

FAX(5tN) 362-5843 

W e have audited the accom panying statem ent of financial position of M arrero-Ragusa 

Volunteer Fire Company No. 3 (a nonprofit organization) as of December 31, 1995, and 
the related statem ents of activity, changes in net assets, and cash flow s for the year then 
ended. These financial statem ents are the responsibility of the Company's m anagem ent. 
O ur responsibility is to express an opinion on these financial statem ents based on our 
audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards. These 
standards require that w e plan and perform the audit to obtain reasonable assurance about 
w hether the financial statem ents are free of m aterial m isstatem ent. An audit includes 
exam ining, on a test basis, evidence supporting the am ounts and disclosures in the 
financial statem ents. An audit also includes assessing the accounting principles used and 
significant estimates made by m anagement, as w ell as evaluating the overall financial 
statem ent presentation. W e believe our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all m aterial 
respects, the financial position of M arrero-Ragusa V olunteer Fire Com pany N o. 3 as of 
D ecember 31, 1995, and the changes in its net assets and cash flow s for the year then 
ended in accordance w ith generally accepted accounting principles. 

As discussed in N ote A, in 1995 the Com pany changed its m ethod of accounting for 
contributions and its m ethod of financial reporting and financial statem ent presentation. 

Our audit w as conducted for the purpose of form ing an opinion on the basic financial 
statem ents taken as a w hole. The supplem entary inform ation in Schedule I is presented 
for purposes of additional analysis and is not a required part of the basic financial 

statements. Such information has been subjected to the auditing procedures applied in the 
audit of the basic financial statem ents and, in our opinion, is fairly stated in all m aterial 
respects in relation to the basic financial statem ents taken as a whole. 



In accordance with Government Auditing Standards, w e have also issued a report dated 
M ay 8, 1996, on our consideration of M arrero-Ragusa V olunteer Fire Company N o. 3's 
internal control structure and a report dated M ay 8, 1996, on its compliance w ith law s and 
regulations. 

M ay 8, 1996 

Sharp &  A do,~no 
A Professional Accounting Corporation 



A SSETS 

M ARRERO-RA GU SA 
V OLU NTEER FIRE COM PAN Y N O . 3 

STATEM ENT OF FINAN CIAL PO SITION 

Cash 
Certificates of deposit 
Property and equipm ent, 

net of accum ulated depreciation 

TO TAL A SSETS 

LI ABI LI TI ES 

Accounts payable 
N otes payable, current portion 
Accrued salaries and related taxes 
Com pensated absences 

TO TA L LIABILITIES 

N ET A SSETS 

U nrestricted 

D ecem ber 31, 1995 

TOTAL N ET A SSETS 

t TOTAL LIABILITIES AND NET ASSETS 

The accom panying notes are an integral part of this staternent. 

$157,075 
107,214 

400,095 

$664,384 

10,157 
14,279 
12,132 
7,521 

44,089 

620.295 

620,295 

$664.384 



 

M ARRERO-RA GU SA 
V OLU N TEER FIRE COM PA N Y N O . 3 

STATEM ENT OF A CTIVITY 

For the Y ear Ended D ecem ber 31, 1995 

UNRESTRICTED NET A SSETS 

Support 
Firefighting contract 
Donated firefighting services 
Interest 
Social funds 

Total Support 

Expenses 
Program services - Firefighting 
Supporting services - M anagem ent and general 

Supporting services - Social 

Total Expenses 

INCREA SE IN UNR ESTRICTED NET A SSETS 

The accom panying notes are an integral part of this statem ent. 
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$738,308 
20,005 
3,852 
28,358 

790,523 

579,852 
46,083 
18,921 

644,856 

$14~667 



 

M ARRERO-RA GU SA 
V OLUNTEER FIRE COM PANY N O 

STA TEM ENT OF CH AN GES IN N ET A SSETS 

U NRESTRICTED NET A SSETS 

Balance, January 1, 1995 

D ecem ber 31, 1995 

Increase (decrease) in unrestricted net assets 

Balance, Decem ber 31, 1995 

The accom panying notes are an integral part of this statem ent. 
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$474,628 

145,667 

$620,295 



 

M ARRERO-RA GUSA 
V OLU N TEER FIRE COM PA N Y N O . 3 

STATEM ENT OF CA SH FLOW S 

For the Year Ended D ecem ber 31, 1995 

CASH FLOW S FROM  OPERA TING A CTIVITIES 

Increase (decrease) in net assets 
Adjusmlents to reconcile change in net assets to 
net cash provided by operating activities: 
D epreciation 

Decrease (increase) in: 
Other receivables 

Increase (decrease) in: 
Accounts payable 
Accrued salaries 
Com pensated  absences 

$145,667 

43,684 

1,160 

(6,258) 
5,767 
7,521 

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES ! 97,541 

CASH FLOW S FROM  INVESTING ACTIVITIES 
Purchase of short-term investm ents 
A cquisition of equipm ent 

N ET CA SH U SED BY INV ESTIN G A CTIVITIES 

CAStt FLOW S FROM  FINAN CING A CTIVITIES 
Proceeds of new borrow ings 
D ebt reduction 

Short-term 

(89,148) 
(65,786) 

_ ~154,434~ 

18,000 

A8,348) 

NET CASIt PROVIDED (USED) BY FINANCING ACTIVITIES _  
9,652 

NET INCREASE (DECREASE) IN CASH 

CA SH AT BEGINNING OF YEAR 

CA SH A T EN D OF Y EA R 

SUPPLEM ENTAL DISCLO SURES 
Interest paid 
Incom e taxes paid 

The accom panying notes are an integral part of this statem ent. 

52,759 

104,316 

$157.075 

$1,316 
$0 



M ARRERO-RA GU SA VOLUN TEER FIRE COM PAN Y N O . 3 

N OTES TO THE FIN AN CIA L STATEM EN TS 

Y ear Ended D ecember 31, 1995 

N O TE 1 - DESCRIPTIO N O F A CTIVITIES A ND SUM M ARY O F SIG NIFICA NT 
A CCO UNTING PO LICIES 

Descril~tion of Activities 

M arrero-Ragusa Volunteer Fire Company No. 3 (the Company) was established in 
1954 to provide firefighting and rescue service to a designated area of the Eighth Fire 
District on the W est Bank of Jefferson Parish, Louisiana (a separate entity). In 
addition, the Com pany provides fire code inspections for businesses w ithin its district, 
as w ell as firefighting and rescue training for its m embers. The Company m aintains 
three fire stations and has fifteen paid employees and approxim ately thirty-five 
volunteers. 

Financial Statem ent Presentntion 

In 1995, the Company adopted Statement of Financial Accounting Standards (SFAS) 
N o. 117, "Financial Statements of N onprofit Organizations." Under SFAS N o. 117, 
the Com pany is required to report inform ation regarding its financial position and 
activities according to three classes of net assets; unrestricted net assets, temporarily 
restricted net assets, and perm anently restricted net assets. In addition, the Com pany is 
required to present a statem ent of cash flow s. A s perm itted by this statem ent, the 
Company has discontinued its use of fund accounting and has, accordingly, reclassified 
its financial statem ents to present the three categories of net assets required. This 
reclassification had no effect on the change in net assets for any prior years. 

Contribuffons 

In 1995, the Company adopted Statement of Financial Accounting Standards (SFAS) 
N o. 116, "Accounting for Contributions Received and Contributions M ade." In 
accordance with SFA S N o. 116, contributions received are recorded as unrestricted, 

tem porarily restricted, or perm anently restricted support depending on the existence 
and nature of any donor restrictions. This reclassification had no effect on the change 
in net assets for any prior years. 

SFA S N o. 116 provides that the value of donated services is to be recognized in 
financial statem ents if the serv ices require specialized skills, are provided by persons 
possessing those skills, and the services w ould be purchased if they were not donated. 
The Company's volunteer firefighters undergo extensive specialized training

, and the 
firefighting services w ould be purchased by the Company or Jefferson Parish if the 
services w ere not provided by volunteers. Accordingly, donated firefighting services 
are recognized in the financial statem ents at estimated fair value. 



NO TE 1 - DESCRIPTIO N O F A CTIV ITIES A N D SUM M A RY O F SIG N IFICA NT 

ACCOUNTING POLICIES (continued) 

Incom e Taxes 
The Company is exempt from income taxes under Internal Revenue Code section 

501(c)(4) as a nonprofit organization and, accordingly, these financial statements do 
not reflect a provision for incom e taxes. 

Cash and Cash Eauivalents 
For purposes of the Statem ent of Cash Flow s, cash is defined as all unrestricted highly 
liquid investm ents w ith an initial m aturity of three m onths or less. 

Property and Eauiom ent 
Property and equipm ent are stated at acquisition cost. D epreciation is provided for in 
amounls sufficient to relate the cost of depreciable property and equipm ent to 
operations over their estim ated useful lives using the straight-line m ethod. Estim ated 
useful lives of property and equipm ent are as follow s: 

Autom obiles 
Furniture and fixtures 
Firefighting and rescue equipm ent 
Buildings and improvem ents 

3 - 5 years 
5 - 10 years 
3 - 12 years 
30 years 

Revenue Recognition 
The Com pany receives funds from the proceeds of an ad valorem tax m illage and other 
funding under a contract w ith the Jefferson Parish Council to support its firefighting 
and rescue services. 

Ad valorem tax support is recognized when received by the Com pany 

Fair Valne of Financial Instrnm ents 
Statem ent of Financial Accounting Standards N o. 107, D isclosures About Fair Value 

of 1,'inancial Instruments, requires disclosure of the fair value of certain financial 
instrum ents. Cash and cash equivalents, accounts receivable, accounts payable, and 
accrued liabilities are reflected in the financial statements at fair value because of the 
short-term m aturity of these instru m ents. 

Use of Estimates 
The preparation of financial statem ents in conform ity w ith generally accepted 
accounting principles requires m anagem ent to m ake estim ates and assumptions that 
affect the reported am ounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statem ents and the reported am ounts of 
revenues and expenditures during the reporting period. Actual results could differ from 
those estim ates. 



NO TE 2 - CA SH A ND SH O RT-TERM  INV ESTM ENTS 

At D ecember 31, 1995, the Com pany m aintained cash balances and certificates of 
deposit in two local banks. The certificates of deposit are classified as short-term 
investm ents because original m aturities exceed three m onths. The bank balances totaled 
$264,535, and the book balances totaled $264,289, as follow s: 

Book 
Balance 

Bank 
Balance 

Cash and money m arket accounts $157,075 $157,321 

Certificates of deposit 107.214 107,214 

Total cash and short-term investments .~2_64.289 I]i264,535 

The bank balance is insured by $189,716 of federal deposit insurance, leaving $74,819 

uninsured. 

NOTE 3 - PROPERTY AND EQUIPM  ENT 

Below is a sum m ary of the Company's property and equipm ent at D ecember 31, 1995 

Land 
Buildings 
Building im provem ents 
V ehicles 
Firefighting equipm ent 
Com munication equipm ent 
Furniture and fixtures 

Less accumulated depreciation 

$127,000 
294,690 
9,432 

252,821 
48,324 
70,183 
48.660 

851,110 

(451,015) 

Net property and equipment 4~400,095 

Depreciation totaled $43,684 for the year ended December 31, 1995 

NO TE 4 - NO TES PAY A BLE 

N otes payable at D ecember 31, 1995, consist of the following 



NOTE 4 - NOTES PAYABLE (continued) 

H ibernia Bank 
D em and note dated June 25, 5995; original balance 
$18,000; bears interest at 8.35% ; 27 payments of 
$734.68, principal and interest, commencing July 25, 
1995; secured by eertificate of deposit $ 14,279 

Less: Am ount currently payable 

Long-term portion 

_ (14,279) 

$ -0- 

Due to the demand clause in the above note payable, the maturity as of December 31 
1995, is as follow s: 

Year Endin~ December 31 

1996 

Note Payable 

$ 14,279 

lnterest expense for the year ended December 31, 5995, totaled $687 

NO TE 5 - DO NA TED SERV ICES 

M arrero-Ragusa volunteer firefighters responded to calls for service oll approxim ately 
three hundred occasions during 1995. The value of these volunteer services is com puted 
using tbe average pay for the Company's paid personnel during the year, multiplied by an 
average response duration of 1.5 hours, w ith the result multiplied by the number of rolls 
responded to by volunteers during the year. For 5995, the average hourly pay w as $6.77 
per hour for straight tim e, and there w ere approxim ately 1,970 responses by volunteer 
personnel, resulting in a value of approximately $20,005 for volunteer firefighting 
serv ices, w hich is reported as revenue and firefighting expense. 

N O TE 6 - A C C RU ED A BSEN C ES 

The Com pany's paid operators accrue vacation at varying rates based on their term of 
service. At December 31, 1995, fifteen employees had accumulated a total of $7,521 of 
unused vacation. 

N O TE 7 - EX PENSES PA ID BY O TItER S 

The full-tim e firefighters of the Com pany receive supplem ental pay from the State of 
Louisiana under the provisions ofLSA - R .S. 33:2002. The am ount of pay received 



NOTE 7 - EXPENSES PAID BY OTIIERS (continued) 

varies based on years of service. A s these supplem ental state funds are paid directly to 
the firefighters, and do not pass through the Fire Company, they are not included in these 
financial statements. 

NO TE 8 - SO CIA L FUNDS 

The Company m aintains separate funds derived from fund-raising activities, principally 
an annual haunted house. During the year ended D ecember 31, 1995, the Com pany 
collected $28,358 from social activities, and reco~gnized expenses totaling $18,921. 

NO TE 9 - FIRE PRO TECTIO N CONTRACT 

Substantially all of the Fire Com pany's public support is derived flora funds provided by 
Jefferson Parish. On September 2, 1994, the Company signed a ten year contract w ith 
Jefferson Parish, effective April 1, 1994, under which the Company receives one-third of 
certain ad valorem taxes assessed within the 8th Fire Protection District of Jefferson 
Parish, as well as additional funding from sales taxes and fire insurance rebates. 

M anagem ent is not aware of any plans on the part of Jefferson Parish to term inate the 

contract. 



SU PPLEM ENTA RY 
IN FO R M A T IO N 



EX PEN SES 

Salaries and wages 
Insurance 

M ARRERO-RAG USA 
V OLU NTEER FIRE COM PAN Y N O. 3 

SCH EDULE I 
STATEM ENT OF FUNCTION AL EXPENSES 

D epreciation 
Repairs - buildings and vehicles 
Payroll taxes 
D onated firefighting services 
Telephone and utilities 

Social expenses 
Fire station supplies 

Equipm ent 
Radio expense 
Com pensated absences 
Contrae! labor 
Accounting and legal 
Fuel 
Office expense 
U niform s 
D ues and subscriptions 
M iscellaneous 
Interest expense 
Training 
Advertising 
Bank charges 

Tota 

For the Y ear Ended D ecem ber 31, 1995 

See Independent Auditor's Report. 

Program 
Services 
Fire- 

F)ghting 

$295,920 
108,528 
43,684 
37,254 
24,368 
20,005 

14,856 
9,607 
7,557 
7,521 
5,475 

2,783 

1,878 

416 

$579,852 

Support 
Services 

M anagem ent 
and G eneral Social Tota 

$15,600 $ 

1,190 

18,947 

3,741 

2,706 

1,339 
1,316 
687 

340 
217 

18,921 

$311,520 
108,528 
43,684 
37,254 
25,558 
20,005 
18,947 
18,921 
14,856 
9,607 
7,557 
7,521 
5,475 

3,741 
2,783 
2,706 
1,878 
1,339 
1,316 
687 
416 
340 
217 

$46 083 $18,921 $644,856 



C O M PLIAN CE AN D INTERNA L CO N TRO L SECTIO N 
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SH A R P &  A D OR N O  
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A I~I~.OFE-~%I(.)N A L A(XX)UNTIN(; CORI~)RATION 

INDEPENDENT A UDITO R'S REPO RT O N TIlE INTERNA L 
CO NTRO L STRUCTURE IN A CCO RDA NCE W ITH 

GO VERN M EN T A UDITIN G STANDARDS 

1"o the Board of Directors 
M arrero-Ragusa Volunteer 
Fire Com pany N o. 3 

W e have audited the financial statem ents of M arrero-Ragusa V olunteer Fire Com pany N o. 

3 (a nonprofit organization) for the year ended December 31, 1995, and have issued our 
report thereon dated M ay 8, 1996. 

W e conducted our audit in accordance with generally accepted auditing standards and 
Government Auditing Standard~, issued by the Com ptroller General of the U nited States. 
These standards require that w e plan and perform the audit to obtain reasonable assurance 
about w hether the financial statem ents are flee of m aterial m isstatem ent. 

The m anagem ent of M arrero-Ragusa Volunteer Fire Com pany N o. 3 is responsible for 
establishing and m aintaining an internal control structure. In fulfilling this responsibility, 

estimates and judgments by management are required to assess the expected benefits and 
related costs of internal control structure policies and procedures. The objectives of an 
internal control structure are to provide m anagem ent w ith reasonable, but not absolute, 
assurance that assets are safeguarded against loss from unauthorized use or disposition, 
and that transactions are executed in accordance w ith m anagement's authorization and 
recorded properly to perm it the preparation of financial statem ents in accordance w ith 
generally accepted accounting principles. Because of inherent limitations in any internal 
control stru cture, errors or irregularities m ay nevertheless occur and not be detected. 

Also, projection of any evaluation of the structure to future periods is subject to the risk 
that procedures m ay becom e inadequate because of changes in conditions, or that the 
effectiveness of the design and operation of policies and procedures m ay deteriorate. 

In planning and perform ing our audit of the financial statem ents of M arrero-Ragusa 
V olunteer Fire Com pany N o. 3 for the year ended D ecember 31, 1995, w e obtained an 
understanding of the internal control stru cture. W ith respect to the internal control 
stru cture, w e obtained an understanding of the design of relevant policies and procedures 



and w hether they bave been placed in operation, and w e assessed control risk in order to 
determ ine our auditing procedures for the purpose of expressing our opinion on the 
financial statem ents and not to provide an opinion on the internal control structure. 
Accordingly, w e do not express such an opinion. 

W e noted m atters involving the internal control structure and its operation that w e 
consider to be reportable conditions under standards established by the Am erican Institute 
of Certified Public Accountants. Reportable conditions involve m atters com ing to our 
attention relating to significant deficiencies in the design or operation of the internal 

control structure that, in our judgment, could adversely affect the entity's ability to record, 
process, sum m arize, and report financial data consistent w ith the assertions of 
m anagem ent in the financial statem ents. 

W e noted the following reportable conditions 

Cash D isbursem ents 
Condition: 
W hile testing cash disbursem ents, w e noted that 23 of 25 supporting invoices did not 
indicate approval for paym ent by a responsible offi cer. W e noted no inappropriate 
expenditures on item s tested. 

Criteria: 
Internal control procedures should include docum entation of the approval process for al 

expenditures. 

Effect: 
Invoices may be submitted and paid without the knowledge or approval of responsible 
officials. This condition can result in paym ent at inappropriate prices or even for 
m aterials or services not received. 

CauseJ 
W ritten approval of all invoices by a responsible offi cial prior to paym ent is not required 
by the internal control system . 

Payroll 
Condition: 
State and federal law s require reporting of salaries paid to em ployees on Form s L-2 and 
W -2, respectively, and require w ithholding of certain payroll taxes. In our testing of 
cash disbursements, we noted that employees received $5,475 in additional 
com pensation from nonpublic funds, but the compensation w as not reported to the 
appropriate revenue agencies, and no employment taxes w ere w ithheld or paid. 

Criteria: 
Internal control procedures should be designed to identify and report all compensation 
paid to employees. 



Effect: 
The Com pany m ay ultim ately be held liable for employer and employee portions of taxes 
not w ithheld and penalties thereon. 

A m aterial w eakness is a reportable condition in which the design or operation of one or 
m ore of the specific internal control structure elem ents does not reduce to a relatively low 
level the risk that errors or irregularities in am ounts that w ould be m aterial in relation to 
the financial statem ents being audited m ay occur and not be detected within a tim ely 
period by employees in the norm al course of perform ing their assigned functions. 

Our consideration of the internal control structure would not necessarily disclose all 
m atters in the internal control structure that m ight be reportable conditions and, 
accordingly, w ould not necessarily disclose all reportable conditions that are also 
considered to be m aterial w eaknesses as defined above. H ow ever, w e believe none of the 
reportable conditions described above is a m aterial w eakness. 

W e noted other m atters involving the internal control stru cture and its operation that w e 
have reported to the m anagem ent of M arrero-Ragusa V olunteer Fire Com pany N o. 3 in a 
separate letter dated M ay 8, 1996. 

This report is intended for the inform ation of the Board of Directors, m anagem ent, and the 
Legislative Auditor of the State of Louisiana. This restriction is not intended to limit the 
distribution of this report, which is a m atter of public record. 

H arvey, Louisiana 

M ay 8, 1996 

Sha,~p &  A dorno 
A Professional Accounting Corporation 
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The Board & Directors 
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Fire Com pany N o. 3 

2439 Manhatlall t~,ulevard 
Suite 205 

H ~B,e~, L~~/lisi~n,~ 70058 
(504) 362-5340 

FAX(504) 362-5843 

W e have audited the financial statem ents of M arrero-Ragusa Volunteer Fire Company N o. 

3 (a nonprofit organization) for the year ended December 31, 1995, and have issued our 
repot1 lhereon dated M ay 8, 1996. 

W e conducted our audit in accordance with generally accepted auditing standards and 
Government Auditing Standard% issued by the Comptroller General of the United States. 
Those standards require that w e plan and perform the audit to obtain reasonable assurance 
about w hether the financial statem ents are free & m aterial m isstatem ent. 

Com pliance w ith law s, regulations, contracts, and grants applicable to M arrero-Ragusa 
V olunteer Fire Company N o. 3 is the responsibility of the Company's m anagem ent. As 
part of obtaining reasonable assurance about w hether the financial statem ents are free of 
material misstatement, we performed tests of the Company's compliance with certain 

provisions of laws, regulations, contracts, and grants. However, the objective & our audit 
of the financial statem ents w as not to provide an opinion on overall compliance w ith such 
provisions. Accordingly, w e do not express such an opinion. 

The results of our tests disclosed im m aterial instances of noncom pliance w ith the above 
requirem ents, which w e have com municated to m anagem ent of M arrero-Ragusa 
Volunteer Fire Company N o. 3 in a separate letter dated M ay 8, 1996. 

]'his report is intended for the information of the Board of Directors, management, and the 
Legislative Auditor of the State of Louisiana. H ow ever, this report is a m atter of public 
record and its distribution is not lim ited. 

H arvey, Louisiana 
M ay 8, 1996 

Sharp &  A dorno 
A Professional Accounting Corporation 
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To the Board of Directors 
M arrero-Ragusa Volunteer 
Fire Com pany N o. 3 
M arrero. Louisiana 

M ay 8, 1996 
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Gentlem en: 
In planning and l~crform ing our audit of Ihe financial statem ents of M arrero-Ragusa 
Volunteer Fire Company N o. 3 for the year ended December 31, 1995, we considered its 
inlem al control structure in order to detem fine our auditing procedures for the purpose of 
expressing our opinion on the financial statem ents and not to provide assurance on the 
internal conlrol slruclure. 

I low ever, during our audit we noted certain m atters involving tile internal control 
structure and other operational m atters thal are presented for your consideration. This 
leller does not affect our report dated M ay 8, 1996, on the financial statem ents of 
M arrero-Ragusa Volunteer Fire Company No. 3. W e will review the status of these 
com m ents during our next audit engagem ent. O ur com m ents and recom m endations are 
intended to im prove tile intern al control structure or result in other operaling efficiencies. 

W e will be pleased to discuss these com m enls in furlher detail at your convenience, to 
perform any additional study of these m atters, or to assist you in im plementing the 
recom m endations. Our comm ents are smnm arized as follow s: 

Cauh Balances 
Dbserva!i0n; 
The Com pany's bank balance in H ibernia Bank exceeds federal deposit insurance limits 
by $74,000 at December 31, and the bank has not pledged securities as additional 
collateral. 

Recommendation: 
To m inimize the potential for loss in the event of bank failure, w e recomm end that bank 
balances be limited to less than $100,000 in any one financial institution. 



The Board of Directors 
M arrcro-Ragusa V olunteer 
Fire Company N o. 3 
M ay g, 1996 
Page 2 

Banff Reconciliations 
Observation: 
W e noted that several bank accounts had not been reconciled to the bank statements at 
l)ecember 31, 1995, and in one instance, a deposit totaling $39,500 was not recorded in 
the financial statements at year end W e noted that petty cash transactions totaling 
several thousand dollars had not been posted to the appropriate expense accounts during 
the prior year, but petty cash transactions for the year under audit w ere properly 

accounted for. 

Recom m endation 
W e recom mend that tile Com pany provide information on all cash accounts necessary to 
allow its bookkeeper to accurately complete bank reconciliations for all accounts. 
W ithout such inform ation, the Company w ill not have accurate data on which to base 

financial decisions. 

Observation: 
W e noted that the Com pany's operating account reconciliation contained outstanding 

checks over two years old. 

Recom m endat_io!l: 
W e recom m end that the Com pany review  all reconciling item s on its bank 
reconciliations, and obtain an explanation of any unusual item s. In connection w ith this 
review , old ol voided outstanding checks should be canceled and new checks issued. 

Accounts Payable and Other Accruals 
Observation: 
The Com pany's books are recorded on tile cash basis, and are converted to tile accrual 
basis of accounting at year end by Sharp & Adorno. 

Recom mendation: 
New audit requirements passed by the State Legislature w ill require the Com pany to 
have an audit every year. To facilitate the application of audit procedures, we suggest 
that tile Com pany record lransactions and prepare its quarterly financial statem ents on 

tile accrual basis. 

l~oper(y and Equipment Purchases 
Observation: 
Substantial flooring im provem ents were 
Com pany purchased an Am kus spreader 
expenses during 1995. 

made at Station 86 during the year, and the 
These additions w ere expensed as operating 
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_l~.ecotnmendat_ion: 
Significant capital improvem ents and additions such as these, w hich have a useful life in 
excess of one year, m ust be capitalized and depreciated rather than expensed W e 
suggest the Com pany adopt a policy of capitalizing all equipm ent purchases in excess of 
$1,000, unless such equipment has a limited usefiJl life. Equipment such as bunker gear 
and oxygen bottles should continue to be expensed, as these items may have a limited 
useful life, and are not individually significant. 

Annual Budget,~ 
Observation: 
As discussed in our prior audit, we noted that the Company prepares a budget of its 
proposed revenue and expenses each year, but that the budget is not updated and 
am ended as the year passes. 

Recom mend ali0n: 
The com puter system used by the Com pany's bookkeeper m ay allow him to input the 
annual budget of the Com pany and provide reports comparing budgeted am ounts to 
aclual results. Use of these reporls w ill allow the Com pany to utilize the budget as a 
m ore cfl'ective tool in m onitoring operations. Closely m onitoring the budget w ill becom e 
m ore im portant in the near future, as the Com pany considers the purchase of new trucks 

and other major ilems of equipment. 

The 1995 Slate Legislature made changes to the law relating to audit frequency for 
agencies receiving public funds. In sum , the new law provides that local agencies that 
receive between $350,000 and $3,500,000 will be audited once ever5, two years, with the 
audit covering the transactions of both years. To sim plify year-end closing and the 
applicalion of audit procedures, w e recom m end that the Com pany undergo an annual 

audit each year. 

W e thank you for the cooperation given us during the course of our audit, and w ish to 
express our gratitude lo Annette Lee and Bill Barhier for the outstanding assistance they 
provide 1o us every year. W e are available to discuss this letter with you at any tim e, and 
w ill be happy to assist you in im plem enting our recomm endations. 
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