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Zahn and Kenney Certified Public Accountants 
INDEPENDENT AUDITORS' REPORT Fifth Louisiana Levee District State of Louisiana Tallulah. Louisiana We have audited the accompanying balance sheet of the Fffth Louisiana Levee District (District), a component unit of the State of Louisiana, as of June 30, 1999, and the related operating statements for the fiscal years ended ended June 30, 1998 and 1999. These financial statements are the responsibility of the express an opinion on management of the District these financial statements Our responsibility is to based on our audit. We conducted our audit in accordance with generally accepted auditing standards and Government AuditinK Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the financial statements referred to in the first paragraph present fairly, in all material respects, the financial position of the District, as of June 30, 1999, and the results of its operations for the fiscal years ended June 30, 1998 and 1999 in conformity with generally accepted accounting principles. In accordance dated July 27, over financial provisions of 

with Government Auditing Standards. we have 1999 on our consideration of the District reporting and our tests of its compliance laws, regulations, contracts and grants. 
also issued a report s internal control with certain 

Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole. The information presented on page 15 is presented for purpose of additional analysis and is not a required part of the financial statements. Such information has been subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly presented in all material respects in relation to the financial statements taken as a whole, 
July 27, 1999 
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ASSETS Cash and cash equivalents Certificate of Deposit Taxes receivable 

FIFTH LOUISIANA LEVEE DISTRICT STATE OF LOUISIANA COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS 

Land, buildings and equipment Amount to be provided for retirement of general long-term debt Total assets LIABILITIES AND FUND BATANCKg _LIABILITIES Accounts payable and Accrued expenses Accrued compensated absences Capital leases payable 

JUNE 30. 1999 
Governmental __Fund Type G~neral Fund $ 210,581 400,000 9,813 

$ 15,686 
Total liabilities 15,686 FUND BALANCES Investment in general fixed assets Fund balance, Unreserved, undesignated Total fund balances Total liabilities and fund balances 

604 708 6~4,708 

Account Group General Fixed Assets General Long-Term _ Debt Total (Memo $ $ 21o, 400, 1,223.130 9, 1,223, 
581 000 813 130 

72,383 7~,38~3 

1,223,130 
1__._~_23,130 

33,225 39,158 $ 15,686 33,225 ~9,!~8 7~,383 88,069 
1,223,130 6o4,7o8 ~.827,~L8. 

(See notes to financial statements) 
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FIFTH LOUISIANA LEVEE DISTRICT STATE OF LOUISIANA STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL FOR THE FISCAL YEAR ENDED JUNE 30, 1998 

Taxes Intergovernmental Legislative appropriation Use of money and property Total revenues 

Variance General Fund Favorable Actual Budme~ (Unfavorablel $501,050 60,810 150,000 209,68~ 

General administrative Levee maintenance Maintenance supplies and materials General insurance Employee related benefits Travel Contractual services Other Capital outlay Rights-of-way and flood fight Debt service: Principal Interest 
Total expenditures Excess (deficiency) of revenues over expenditures 
Fund balance, July i, 1997 Fund balance, June 30, 1998 

$451,252 61,815 150,000 51.150 $ 49,798 (1,005) 158.532 921,542 714,217 207,325 
78, 167, 174, 32, 51, 18, 9, 42, 66, 45, 

546 829 508 319 751 445 264 525 674 001 51,040 7,927 51,050 ... 7,927 
35 I0 

745,829 774.228 28.39~ 
175,713 (60,011) 235,724 

FUND BALANCE 222.563 $~ 196.286 26,277 $~ $ 262 001 
See accountants' compilation report and notes to financial statements 



FIFTH LOUISIANA LEVEE DISTRICT STATE OF LOUISIANA STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL FOR THE FISCAL YEAR ENDED JUNE 30, 1999 

Taxes Intergovernmental Legislative Appropriation Use of money and property Total revenues 

REVENUES Variance General Fund Favorable Actual Budeg9~ (UnfavoKable) $554,388 59,792 150,000 92,069 
~XPENDITURES General administrative Levee maintenance Maintenance supplies and materials General insurance Employee related benefits Travel Contractual services Other Capital outlay Rights-of-way and flood fight Debt service: Principal Interest 

Total expenditures Excess (deficiency) of revenues over expenditures 
Fund balance, July I, 1998 Fund balance, June 30. 1999 

$477,550 60,600 150,000 65,436 $ 76,838 (808) 26,633 856,249 753,586 102,663 

49,164 4,560 

126. 155, 145, 37, 54, 19, ii. 60, 50, 15. 

344 781 500 800 348 259 348 828 063 227 49,164 ~,560 
649,817 730,222 80.~05 
206,432 23.364 183,068 

FUND BALANCE 398,276 $,6o~ ,7o~ 310,355 , 87,92i $333,719 $ 270 989 
(See notes to financial statements) 



FIFTH LOUISIANA LEVEE DISTRICT STATE OF LOUISIANA NOTES TO FINANCIAL STATEMENTS 
A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES The Fifth Louisiana Levee District (District) is a component unit of the State of Louisiana (the State) created under the provisions of Louisiana Revised Statutes 38:219 (E). The District provides flood protection to the areas lying within the parishes of East Carroll, Madison, Tensas and Concordia. The District is composed of eight commissioners appointed by the Governor. Operations of the District are funded primarily with ad valorem taxes and state revenue sharing In April of 1984, the Financial Accounting Foundation established the Governmental Accounting Standards Board (CASB) to promulgate generally accepted accounting principles and reporting standards with respect to activities and transactions of the state and local governmental entities. In June of 1987, the GASB issued a revised codification of governmental accounting and financial reporting standards. The codification and subsequent GASB pronouncements are recognized as generally accepted accounting principles for state and local government The District prepares its financial statements in accordance with the standards established by the GASB. GASB Codification Section 2100 establishes criteria for determining the governmental reporting entity and has defined the governmental reporting entity to be the State of Louisiana. The accompanying statements present only transactions of the District, a component unit of the State. 



A SUMMARY OF S~GNIFICANT ACCOUNTING POLICIES (continued Annually the State issues general purpose financial statements which include the activity contained in the accompanying financial statements. The general purpose financial statements are issued by the Louisiana Division of Administration-Office of Statewide Reporting and Accounting Policy and audited by the Louisiana Legislative Auditor 
B. FUND ACCOUNTING The accounts of the District are organized into a general fund, and account groups, each of which is considered a separate accounting entity two The operations of the fund are accounted for with a set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues and expenditures The fund and account groups presented in the financial statements are described as follows General Fund The general fund is used to account for the general operations District. The various revenues and expenditures are accounted for fund Account Groups The two account groups are not measurement of financial position operations 
C. BASIS OF ACCOUNTING 

"Funds." not with 

of the in this 
They are concerned only with the measurement of results of 

Basis of accounting refers to when revenues and expenditures are recognized and reported in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the measurement 



C. BASIS OF ACCOUNTING (continued3 focus applied. The District's records are maintained on the modified accrual basis of accounting. Under the modified accrual basis of accounting all revenue is recognized when measurable and available rather than when earned and all expenditures are recognized when the obligation is incurred 
D. BUDGET PRACTICES Budgets are prepared and adopted b for fiscal year ended June 30, 1999 was meeting and the budget for fiscal year February i0, 1999 District meeting 

y the District adopted at the ending June 30, 
annually. March Ii 2000 was 
The budget 1998 District adopted at the 

The District amended the budget for fiscal year ended June 30, 1998 once on August June 30. 12, 1998. The District amended the budget for fiscal year ended 1999 once on July 14, 1999. Budgets are prepared on the modified accrual basis of accounting, including the changes in fund balance The District does not follow the encumbrances method of accounting 
E. CASH AND CASH EOUIVALENTS AND CERFICATEg OF DEPOSIT For reporting purposes, cash and cash equivalents include cash, demand deposits, time deposits and certificates of deposit with initial maturity of 90 days or less. Under state law the District may deposit funds within a fiscal agent bank selected and designated by the commissioners. Further, the District may invest in time certificates of deposit of state banks organized under the laws of Louisiana, national banks having their principal office in the state of Louisiana, in savings accounts or shares of savings and loan associations and savings banks and in share accounts and share certificate accounts of federally or state-chartered credit unions 



E. CASH AND CASH EOUIVALENTS (continued) As reflected on the balance sheet, the District had cash and cash equivalents totaling $210,581 at June 30, 1999. Cash and cash equivalents are stated at cost, which approximates market. Additionally, $400,000 is held in certificates of deposit. Under state law these deposits 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. As of June 30, 1999, the amount on deposit was secured as follows: 
Carrying Amount on Balance Sheet Cash and cash equivalents Certificates of deposit 
Bank Balance: I. Insured (FDIC) 2. Uncollateralized, including any securities held for the entity but not in the entity's name Total Bank Balances 

F_~ VACATION AND SICK LEAVE 

Cash $ 210,581 400,000 ~I0 581 
$300,000 
310,581 $610,581 

The District has the following policy related to annual and sick leave The earning of annual and sick leave is based on the equivalent of full-time state service. It is credited at the end of each regular pay period of 80 hours of regular duty Accrued unused annual and sick leave shall be carried forward to the succeeding calendar years without limitation. Annual leave must he applied for by the employee and may be used only when approved by the District. Upon retirement or resignation, unused annual leave of up to 300 hours is paid at the employee's current rate of pay 



 

VACATION AND SICK LEAVE (continued) Upon retirement or resignation, the employee is not paid for any unused sick leave. Annual leave in excess of 300 hours and sick leave are used in the retirement benefit computation as earned service At June 30, 1999, the employees of the District had accumulated and vested $33,225 of employee leave benefits, which was computed in accordance with GASB Codification Section C60, as modified by GASB Statement Number 16 This amount is recorded within the General Long-Term Debt Account Group 
TOTAL COLUMNS ON STATEMENTS The total column on the Balance Sheet is captioned Memorandum Only to indicate that it is presented only to facilitate financial analysis. Data in this column does not present financial position in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation 
~_~ GENERAL FIXED ASSETS Fixed assets used in the governmental fund type operations are accounted for in the General Fixed Assets Account Group, rather than in governmental funds. Depreciation has not been provided for on these fixed assets. All fixed assets are valued at historical cost or estimated historical cost The changes in general fixed assets fellows 
Land Buildings Equipment Total 
Land Buildings Equipment Total 

July i, 1997 $ 157,586 43,721 904,453 $i,105,760 July I, 1998 $ 157,586 43,721 971,127 $I,172,434 

Additions $ 66,674 
Additions $ 51,196 $ 51,196 

Deletions $ 
Deletions $ (500) $ (500) 

June 30, 1998 $ 157,586 43,721 971,127 $i 172 434 June 30, 1999 $ 157,586 43,721 !,021.823 $i 223 130 



I. PENSION P The District's employees participate in the Louisiana State Employees 

i0 

Retirement System (LASERS). The employee contribution is 7.5% of gross salary for each year presented. Additional information for each year is as follows 
District's contribution percentage Employee contributions District's contributions Payroll subject to retirement 

For fiscal year ended June 30 1998 13% $17,131 28,816 228,418 

June 30, 1999 12.4% $17,243 27,855 229.905 Under present statutes, the District does not guarantee any of the benefits granted by the retirement system 
J, ..LEASES The District rents office space under a month-to-month arrangement. The rent expense is included in operating expenditures and the total rent expense for the fiscal years ended June 30, 1998 and 1999 was $3,600 and $3,300 respectively. Additionally, the District leases equipment under two capital leases The following is a schedule of the minimum lease payments including the present value of the minimum lease payments at June 30, 1999 Year endin~ June 30 2000 40,292 Total minimum lease payments 40,292 Less carrying charges 1,134 Present value of minimum lease payments $ 39,15_______~8 



K. GENERAL LONG-TERM OBLIGATIONS 
Ii 

Long-term obligations expected to be financed from governmental funds are accounted for in the general long-term debt account group, not in the governmental funds The following is a summary of the long-term debt transactions during the years ended June 30 
Long-term obligations payable, beginning of fiscal year Principal payments on capital leases Increase in liability for compensated absences Long-term obligations payable, end of fiscal year 
L. RELATED PARTY TRANSACTIONS 

1998 1999 $ 171,754 $ 118,321 (52,788) (49,163) (645) $ 118,321 3,225 $ 72 385 
The District has entered into no related party transactions during the audit period 
M, LITIGATION At June 30, 1999, the District was involved in legal proceedings and litigation arising in the normal course of business. In the opinion of management the outcome of the proceedings and litigation will not materially affect the District's financial position 



 

Zahn and Kenney Certified Public Accountants 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Fifth Louisiana Levee District State of Louisiana Tallulah. Louisiana 
We have audited the financial statements of Fifth Louisiana District (District), a component unit of the State of Louisiana, as of and for the year ended June 30, 1999, and have issued our report thereon dated July 27, 1999. We conducted our audit in accordance with standards and the standards applicable to Government Auditin~ Standards. issued States CoNpli~nce 

by generally accepted auditing financial reporting contained in the Comptroller General of the United 
As part of obtaining reasonable assurance about whether the Distiet's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts, However, providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required co be reported under Goverrument Aud~tln~ Standards. Internal Control Over Financial Renortin~ In planning and performing our audits, we considered the District's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period 
700 Papworth Avenue Suite 101 ~ Metairie Louisiana 70005 ~ (504) 831 6635 ~ FAX (504) 837 1619 21 I 1 North Causeway Blvd Suite 201 ~ Mandevflle Louisiana 70471 ~ (5041 727-4343 



13 

by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its operation that we consider to be material weaknesses. However, we noted other matters involving the internal control over financial reporting that we have reported to the management of the District in a separate letter dated July 27, 1999. This report is intended for the information of the Distric's management and the Legislative Audit Advisory Committee. However, this report is a matter of public record and its distribution is not limited. 
~e, Lou~  July 27, 1999 



 

Name R, Minsky P. Brown P. Meeks J. Arnold J. Kelly E. Mabray B. Calhoun C. Williamson B, Maxwell Total 

FIFTH LOUISIANA LEVEE DISTRICT STATE OF LOUISIANA SCHEDULE OF PER DIEM PAID BOARD MEMBERS FOR THE FISCAL YEARS ENDED JUNE 30 
1998 $ 1,013 337 27O 1,418 607 540 I~215 $5,4oo 

1999 $ (*) 945 338 67 878 270 810 607 743 $4,658 

14 

(*) Mr. Minsky's salary of $I,000 per month is not included in this schedule since it is not considered per diem. He drew $12,000 during each of the fiscal years presented 



Summary of Prior Period Audit Findings 
15 

i.) We recommended that the District take steps to off-set the lack of segregation of duties. These steps have not been taken and the finding remains unresolved. This is a repeat finding in the current audit. 2.) We recommended that the District require the original signature of a Commissioner on checks. This has not been done and the finding remains unresolved. This is a repeat finding in the current audit. 3.) We recommended that the District have written contracts for any labor performed by prison labor. The District has entered into a cooperative agreement with the prison which has resolved this finding. 4.) We recommended that approval be require for all purchases in excess of $i,000. Procedures have been established and placed into operation to require such approval. This resolves this finding. 



 

Zahn and Kenney Certified Public Accountants 
Fifth Louisiana Levee District State of Louisiana Tallulah. Louisiana 
In planning and performing our audit of the financial statements of the [~ifth Louisiana Levee District (District) for the fiscal years ended June 30,[1998 and 1999, we considered its internal control structure in order to determine our auditing procedures for the purpose of expressing our opinion on th~) financial statements and not to provide assurance on the internal control structure. We previously reported on the District's internal control structure in our report dated July 27, 1999. This letter does not affect our report dated July 27, 1999 on the financial statements of the District. However, during our audit, we noted the following items that are opportunities for strengthening internal controls and operating efficiency. 
i.) .CRITERIA: Good internal control the authorizing of transactions, safeguarding of assets. requires segregation of duties between the recording of transactions and the 
CONDITION; The administrative assistant for the District is the sole office employee. This position handles all financial aspects of the District. The incumbent has access to all District funds, records all receipts and disbursement transactions, makes all bank deposits, writes all checks, signs checks and reconciles the bank statements. This is a repeat finding. CAUSE; The District only requires one administrative employee and has not established procedures to off-set the lack of segregation of duties EFFECT; Due to lack of oversight and not be "caught" in the normal The procedures to monitor follows: 

errors or irregularities could occur operations of the office. District should consider establishment of the accounting and reporting functions monthly as 
a.) Separate the duties of preparation of checks from the signing of same. All checks could require the original signature of a member of the finance committee. The approved invoice should he examined by the check signer prior to signing the check. Dual signatures are not necessary as long as the signer and the preparer are separate persons. 

700 Papworth Avenue Suite 101 ~ Me[a~rle Louisiana 70005 ~ (504] 831-6635 ~ FAX (504) 837-1619 2111 North Causeway BivCl Suite 201 ~ Mancleville Louisiana 70471 ~ (504} 727-4343 



b.) The monthly bank reconciliation should be prepared by someone other than the administrative assistant. This could be accomplished by having the finance committee receive the bank statements unopened and perform the reconciliation. If this is not feasible, perhaps the District could contract with a fee accountant to perform this duty monthly. e.) The recording of receipts and disbursements should be reviewed monthly to ensure proper classification and amount. This could be done by the finance committee or by the contracted fee accountant. Entries to the cash receipts journal could be compared to the remittance advice for proper account classification and amount. The cash disbursements journal could be compared to the approved invoice for proper payee, amount and account classification. d.) All journal entries should be reviewed and approved by the finance committee. The journal entries should then be traced through to the accounting records to ensure proper reeordation. 
2.) CRITERIA: Checks requiring dual signatures should be signed by both required signers. CQNDITION: Currently, the administrative assistant has the signature stamp for the second signer and simply stamps the signature on the check. Since the adminfstrative assistant is one signer and has the stamp for the other signer, in essence only one person is signing the checks. To further dilute any controls this feature would add, the administrative assistant alse controls the checkbook and records all transactions. This is a repeat finding. pAUSE; The lack of a policy regarding the necessity that someone other than the administrative assistant review and sign all checks. EFFECT~ Weakness in the internal controls over cash which could allow defalcations to occur and not be "caught" in the normal operations of the District. 
finance committee Require the original signature of a member of the on all checks. Dual signatures are not necessary 

3.) CRITERIA; Good internal controls require that employee time records he maintained in the District's administrative office. Further, these records should used to update each employee's accumulated leave records on a timely basis--preferably monthly but not less than quarterly. Additionally, each employee should be required to sign the time record for each pay period. CONDITION; The District's time records are maintained by the Levee Foremen at the maintenance offices. These records are not transferred to the administrative offices on a timely basis. Employees do not sign their time records for each pay period. 



CAU~ "!'he hea~y work schedule does not allow for the transfer of these records to the administrative office except in July and December. The crew members have never been asked to sign their time sheets because they are laborers and not used to doing paper work. EFFECT; There is limited control over time records maintained in this manner. Records could be changed prior to posting to administrative office records. The employee is not acknowledging that he actually worked the hours for which he is being paid. RECOMM~IWDA~ION; The District should establish procedures to require that administrative office time records be maintained and updated n a timely manner. This could be done electronically by modem. The records could he transferred from the maintenance offices for each payroll. Once transferred, the records could be protected so that change would require approval of office personnel. Additionally, time records should be modified to include the signature of the employee. We will review the status of these comments during our next audit engagement, We have already discussed these matters with District management. We will be pleased to perform any additional study of these matters or to assist in implementation of procedures to rectify them. 



 
REYNOLD MINSKY, PRESIDENT BARRY MAX'~NELL, VICE-PRESIDENT NANCY G. WHITTEN, ADMIN ASST FIFTH LOUISIANA LEVEE DISTRICT BOARD OF COMMISSIONERS 222 NORTH CEDAR STREET PH(318) 574-2206 TALLULAH, LA 71262 

Alvin J. Kenney Zahn and Kenney Certified Public Accountants 700 Papworth Avenue, Suite 101 Metairie, LA 70005 Re Audit Letter FY 199B & FY 1999 
Dear Mr. Kenney 

E-Mail < flld@louisianaointernet.net > 
August 16,1999 

We have reviewed your letter addressing the Levee District's internal control structure and herein respond to tl;,e recommendations you made. The Fifth Louisiana Levee District operates with minimum in tax revenue and has been subsidized by the State of Louisiana for the past three years, just to be able to present a balanced budget. To effectively meet the requirements set forth in your letter, it would be necessary to hire a second office employee. That is cost prohibitive. All members of the Levee Board, i.e., the Finance Committee, are self employed and paid per diem Even if one was willing to be available to monitor the accounting and reporting functions as you recommend that would also be cost prohibitive. address your recommendations individually 1.) 

2 

a) As stated above, it is cost prohibitive to provide two separate individuals to handle preparation and signing of checks. b) The Levee Board is in the process of contracting with a local accountant to receive the bank statement each month. He will reconcile the statement, and reconcile it against the general ledger and the claims report approved by the Board each month. We are of the opinion this will effectively meet most of the needs set forth in your letter. c) The contracted accountant will review receipts & disbursements in conjunction with reconciling the bank statement. d) As for the balance of Item c) and Item d), the Board is in agreement that the duties presented here come under the job description of the Administrative Assistant/Secretary. As addressed above, it is not possible for any of the Board members to be available every time a check needs to be disbursed. We are of the opinion that this will be adequately monitored through use of the accountant to reconcile and monitor check disbursement. 



3 The Levee Board has been working for several months to establish a process to record employee work records in a more timely manner. Payroll time records are currently being submitted for each payroll period, or bi-weekly. In the future, employee daily time records accounting, signed by the employee, will be transferred to the office personnel file at the end of each month. I speak for the entire Board in saying that control structure of the Levee Distdct and wi recommendations. we appreciate your suggestions regarding the internal I make every feasible effort to comply with your 
am also returning herein the representation letter you requested 

RM/nw enclosure 

Yours truly, ~ ident Fifth Louisiana Levee Board 


