
EAST SIDE FIRE PROTECTION DISTRICT NO. 5 CITY OF BATON ROUG_~E 
Notes to the Financial Statements For the Year Ended December 31, 1996 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

J. COMPENSATED ABSENCES The District's policy relating to vacation and sick leave includes recognizing sick leave at a rate of .02 hours for every hour worked. No cash payment may be made for accumulated sick leave. Part time employees earn vacation time at a rate of .04 hc)urs for every hour worked. The full time employee earned vacation at a rate of twelve hours per month, which equates to eighteen days per year. K. LONG-TERM OBLIGATIONS Long-term obligations expected to be financed from governmental funds are reported in the long-term obligations account group. L. FUND E q_UI.T_Y Fund balances consist of undesignated balances as well as the following (1) Reserves: Reserves represent those I)odions of fund equity not appropriable for expenditure or legally segregated for a specific future use. (2) Designated Fund Balances: Designated fund balances represent tentative plans for future use of financial resources. 
M. TOTAL COLUMNS ON STATEMENTS ]-he total columns on the statements are captioned "Memorandum Only" to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position or results of operations in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation 2. CASH AND CASH EQUIVALENTS At December 31, 1996, the District had cash and cash equivalents (book balances) as follows Certificate of deposit Interest-bearing demand deposits Total $155,694 16,143 $171,837 These deposits are stated at cost, which approximate 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. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At December 31, 1996, the District has $ 187,386 in deposits (collected bank balances). These deposits are secured from risk by $100,000 of federal deposit insurance and $350,000 of pledged securities held by the custodial bank in the name of the fiscal agent bank (GASB Category 3). -6- 
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Board of Commissioners East Side Fire Protection District No. 5 Baton Rouge, Louisiana 

Michael B. Burris Timothy P. McKey Sandra G. O'Brien 

We have audited the accompanying financial statements of East Side Fire Protection District No. 5, a component unit of City of Baton Rouge, as of December 31, 1996, and for the year then ended. These component unit financial statements are the responsibility of East Side Fire Protection District No. 5. Our responsibility is to express an opinion on these component unit financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the component unit financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the component unit financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall component unil financial statement presentation. We believe that our audit provides a reasonable basis for our opinion In our opinion, the component unit financial statements referred to above present fairly, in all malerial respects, the financial position of East Side Fire Protection District No. 5, as of December 31, 1996, and the results of its operations for the year then ended in conformity with generally accepted accounting principles. 

501 Louisiana Avenue, Suite B ~ Bato 2974 



BURRIS, McKEY & O'BRIEN 
A Professional Corporation of' Certified Public Accountants 

NDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS 
Board of Commissioners East Side Fire Protection District No. 5 Baton Rouge, Louisiana 

Michael B. Burris Timothy P. McKey Sandra G. O'Brien 

We have audited the accompanying component unit financial statements of East Side Fire Protection District No. 5, as of and for the year ended December 31, 1996, and have issued our report thereon dated February 27, 1997. 
We conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular A-128, "Audits of State and Local Governments." Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the component unit financial statements are free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to East Side Fire Protection District No. 5 is the responsibility of the management of E_ast Side Fire Protection District No. 5 As part of obtaining reasonable assurance about whether the component unit financial statements are free of material misstatement, we performed tests of the District's compliance with certain provisions of laws regulations, contracts, and grants. However, our objective was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported herein under Government Auditing Standards. This report is intended for the information of management and the Legislative Auditor of the State of Louisiana. This restriction is not intended to limit the distribution of this report, which is a matter of public record 
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501 lx~uisiarta Avenue, Suite B ~ Baton Rouge, l.ouisiana 70802 ~ (504) 383-2974 -13- 



Board of Commissioners East Side Fire Protection District No. 5 Baton Rouge, Louisiana Page 3 Formal EDP Process: .- continued Condition 

Effect 
Recommendation 

During 1996, the District elected to start billing, collecting, and maintaining the user fees accounts on an in-house computer. Previously, an outside service was used for this function. Also, though there appears to be many benefits for this change, the program to track, record and account for this function was developed by Chief Hancock. There is no written documentation of the overall program features or user instructions. Further, design of the program has been to facilitate "on-line" inquiry versus periodic accounting reporting functions. If Chief Hancock were unable to perform this duty for the District, then no other employee has the knowledge or training to perform it. Additionally, the program does not provide adequate cutoff accounting reports for the user fees. We recommend that a brief description of the program be documented and updated periodically for changes to the program. Additionally, some reporting modifications are needed to facilitate periodic or end of fiscal year reporting of user fees financial information. Lastly, the District should provide for cross training of other employees for use of the program. User security and access should be monitored as well. Management Response: Management agrees with the recommendation 
A material weakness is a reportable condition in which the design or operation of the specific internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the component unit financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we believe none of the reportable conditions described above is a material weakness. This report is intended for the information of management and the Legislative Auditor of the State of Louisiana. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 
February 27, 



ASSETS AND OTHER DEBIT'S 

EASTSIDE E|RE PROJECTI~)N DISTRICT NO, ,5 CITY OE BATON ROUC~E pARISH OF EAST BATON ROUGE, LOUISIANA ALL FUNDTYPES AND ACCOUNT ~ROUP~ Balance Sheet, December 31, 1996 

Assets: Current Assets Cash and cash equivalents Property taxes receivable - net Due from other governments Fixed Assets Land Building Equipment Equipment under capital leases Other Debits Amount to be provided for - retirement of ~ong term debt and lease ob igations - reserve for compensated absences 

Genera 
$171,837 163,438 112.613 

0 0 

EXHIBIT A 

GOVERNMENIAL FUND TYPES AND ACCOUNT GIRQU PG General General Long-Term Fixed Assets Debt 
$0 0 0 
151,360 350,099 639,797 82.805 

$0 0 0 

Totals Memorandum Only 
$171,837 163,438 112613 
151,360 350,099 639,797 82.805 

0 705.619 705.819 0 1.597 1.597 TOTAL ASSE.TS AND OTHER DEBITS $447,888 $1,224,061 $707,416 $2,3791365 
LIABILITIES, EQUITY, AND OTHER CREDITS Current Liabilities Accounts and contracts payable Accrued expenses and benefits payable Long-Term Liabilities Revenue bonds payable Compensated absences payable OMigation under capital/eases Total Liabilities Equity and Other Credits Investment in general fixed assets Fund Balances: Undesignated Total equity and other credits TOTAL LIABILITIES, EQUITY AND OTHER CREDITS 

($8,545) (8,212) 
0 O 0 (16,757) 

$0 0 

0 (1,224,061 (431,131) (431,131) 0 (1,224,061) 

$0 0 
(677,500) (1,597) (28,319) (707,416) 

($8,545) (8,212) 
(677,500) (1,597) (28,319) (724,173) 
(1,224,061) (431,131) (1,655,192) 

($447,888) _~$1,224,061) ($7~7,416) ($2,379,365) 
The accompanying notes are an integral part of these financial statements 



 
EAST,SIDE E!RE PROTECTION DISTRICT NO. 5 CIT~ OF BATON_ROUGE PARISH OFEASTBATON ROUGE~ LOUISIANA Statement Qf Revenu#s, Expenditures, ~nd Chgnges in Fund Bal~nce~ Actual and IBudget Year Ended Dec~tuber 31, 1996 

REVENUES Ad valorem taxes Fire protection user charges Intergovernmental revenue Other Interest earnings Tolal revenues EXPENDITURES Salaries and related benefits Repairs and maintenance Legal and professional Insurance Supplies Utilities CapitM outlay Debt service - Bond Principa -Capital Lease Principal -Interest Other Total expenditures (EXCESS) DEFICIENCY OF REVENUES OVER EXPENDITURES OTHER FINANCING (SOURCES) Change for increase in compensated absences accrued Total other financing sources EXCESS OF REVENUES AND OTHER SOURCES OVER EXPENDITURES AND OTHER USES FUND BALANCES, BEGINNING FUND BALANCES, END OFYEAR 

The accompanying notes are an integra 

General Fund Budget ($297,194) (159,566) (59,660) (23,695) (11~966) 
($240,000) (120.000) (36.660) (25,000) (30,340) 

Variance Favorable (Unfavorable) $57.194 39,566 23,000 (1,305) 
(552,081) (452,000) 100,081 
114,241 60,546 21,956 18,552 35,501 18,585 57,275 62,500 12,621 26,231 26.018 

112,000 46,250 22,700 22,000 34,450 21,000 65,000 62,500 12,621 41,579 24,900 

EXHIBIT B 

(2,241) (14,296) 744 3,448 (1,051) 2,415 7,725 0 0 15,348 CI.118) 454.026 465,000 10,974 
(98,055) 13,000 111,055 
(458) f458) 
(98,513) (332,618) 

0 0 (458) (458) 
13,000 111,513 (332,618) 332,618 ($431,131) ($319 618) $444 131 

part of lhese financial statements -3 



 

CITY OF BATON ROUGE PARISH OF EAST BATON ROUGE LOUISIANA Notes to the Financial Statements For the Year Ended December 31, 1996 D. FUND ACCOUNTING - continued 

Paqe 2 gt'6 

The General Fund is used to record all financial resources not required to be accounted for in other funds. In prior years, a Capital Projects Fund was used to account for the financial resources retained and used for the purpose of building and equipping a new fire station. The construction began in 1994 and was completed in late--1995. E. BASIS OF ACCOUNTING The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. The Governrnental Funds are accounted for using a current financial resources measurement focus. With this measurement focus, only current assets and current liabilities are generally included on the balance sheet. "[he operating statement presents increases and decreases in net current assets. The modified accrual basis of accounting is used by the Governmental Funds. Revenues are recognized in the accounting period in which they become available and measurable. Property taxes are considered measurable in the calendar year of the tax levy. User fees are considered measurable in the period they are collected. Expenditures are recognized in the accounting period in which tile liability is incurred, if measurable. Transfers between funds that are not expected to be repaid are accounted for as other financing sources (uses). They are recorded at the time the transfer is made F. BUDGET The 1996 budget was prepared in 1995 by the Chief, and ratified by the Board of Commissioners. A public hearing was held in December, 1995, and the budget became effective January 1, 1996. Only one amendment was made to the 1996 budget. G ENCUMBRANCES The District does not use an encumbrance system of accounting. The books are kept on the cash basis and the financial statements are prepared on the modified accrual basis of accounting. 
H E Cash includes amounts in demand deposits, interest-bearing demand deposits, and money market accounts. The District considers short4erm (maturity of 90 days or less), highly liquid investments as cash equivalents. Under state law, the District may deposit funds in demand deposits, interest-bearing demand deposits, money market accounts, or time deposits with state banks organized under Louisiana law and national banks having their principal offices in Louisiana. EIXED ASSETS 
Fixed assets are recorded as expenditures at the time of purchase, and the related assets are capitalized (reported) in the general fixed assets account group. Fixed assets donated are recorded at the estimated fair market value at the time the assets were donated. No depreciation has been provided on general fixed assets. -5.- 



FIRE PROTECTION DIST CITY OF F3A'I'ON ROUGE )N ROUGE LOUISIANA 
Notes to the Financial Statements For the Year Ended December 31, 1996 2. CASH AND CASH EQUIVALENTS - continued 

Pa_~g&9__oL6 

Even though the pledged securities are considered uncollateralized (Category 3) under the provisions of GASB Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within 10 days of being notified by the District that the fiscal agent has failed to pay deposited funds upon demand. 
&INVESTMENTS The District does not have any investments other than the cash deposits shown in the financia statements under cash and cash equivalents. 4. PROPERTY TAXES RECEIVABLE The following is a summary of property taxes receivable at December 31, 1996 
Property taxes receivable Less allowance for uncollectible accounts Net property taxes receivable 

$ 175,832 _{. 12,394) $ 163,438 The allowance represents taxes not expected to be collected within the next year 5. CHANGES IN GENERAL. FIXED ASSETS 
3alance at 12/31/95 Additions 3alance at 12/31/96 6. RETIREMENT PLAN 

Building Furniture, & ~u~ment $ 932,621 ___57,2. 75 $ 989~896 

Equipment Under Capital Lease Land Total $82,805 $151,360 $1,166,786 -0- -0- 57,275 $151,360 $1,224,061 
The District's only full-time employee is eligible for participation in the Employees' Retirement System of the City/Parish. Contributions in the amount of $4,560 were made during 1996. 7. COMPENSATED ABSENCES At December 31, 1996, employees of the District have accumulated and vested $1,597 of vacation benefits, which was computed in accordance with GASB Codification Section C60. This amount is recorded within the general long-term obligations account group. 

-7- 



8. LEASES 

CITY OF BATON ROUGE 
Notes to the Financial Statements For the Year Ended December 31. 1996 

_Page 5 of 6 

The District maintains one piece of equipment under capital lease as an asset and obligation in the accompanying financial statements. The following is a summary of future minimum lease payments under this lease: 
1997 1998 
Less: Amount representing Present value of net minimum lease payments 

$15,866 15,866 31,732 nterest _(~413) 
9. CHANGES IN GENERALLONG-TERM OBLIGATIONS $28,319 The following is a summary of the long-term obligation transactions during the year 
Balance at December 31 1995 

Compensated Capital Bond . Absences Leases Debt $1,139 $40,941 $740,000 Obligations transferred in from the City/Parish -0- Additions - other 468 Deductions/repayments -0- Balance at December 31. 1996 
-0- -0- (12,622) -0~ -0- __ (62,500) 

Totals $782,080 -0- 458 J 75 12~) $1,597 $ 28,319 _$ 67~500 _$70~7 4 ! 6 During 1994, the District issued a long-term certificate of indebtedness to a local bank in the amount of $800,000, payable over a 10-year period at rates ranging from 3.75% to 6.00% to acquire facilities and equipment for the District's fire protection purposes. Remaining principal payments range from $65,000 in t997 to $159,500 in 2004. The certificate is secured by and payable solely from a pledge and ,dedication of the excess of annual revenues of the District above statutory, necessary and usual charges in each of the fiscal years during which the certificate is outstanding. The annual requirements to amortize all bonds outstanding at December 31, 1996, including interest of $190,929 are as follows: Year Ending 1997 100,701 1998 100,439 1999 99,901 2000 99,576 2001 100,426 2002 98,858 2003 99,458 2004 .__16g,070 ~.b_68~4~ 



10 
CITY OF BATON ROUGE 5 
Notes to the Financial Statements For the Year Ended December 31. 1996 

Paqe 6#[6 

There were no transactions with related parties during the year ended December 31, 1996 11. LITIGATION AND CLAIM~ The District was not involved in any litigation or is aware of any claims outstanding F CONTRIBUTED SERVICE The District relies heavily on the contributed services of volunteer firefighters. During 1996, total vorunteer hours for training, firefighting, and administrative duties totaled 13,504 approximately at a value of approximately $204,000, which is not included in the accompanying financial statements. 13. CONTINGENCIES Under current Civil Service regulations, each employee is technically allowed one year of compensated sick pay in the event of a long term illness. Under this policy, the District would be liable for additional accrued compensated absences in the amount of $22,350. 



BURR]S, McKEY & O'BRIEN 
A Professional Corporation of Certified Public Accountants 

D 
Board of Commissioners East Side Fire Protection District No. 5 Baton Rouge, Louisiana 

REPORT ON INTERNAL CONTROL 
Michael B. Burris Timothy P. McKey Sandra G. O'Briet~ 

We have audited the accompanying component urlit financial statements of East Side Fire Protection District No. 5, as of and for the year ended December 31, 1996, and have issued our report thereon dated February 27, 1997. 
We have conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular A-128, "Audits of State and Local Governments." Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the component unil financial statements are free of material misstatement. In planning and performing our audit of the component unit financial statements of East Side Fire Protection District No. 5, for the year ended December 31, 1996, we considered its internal control structure in order to determine our auditing procedures for the purpose of expressing our opinion on the component unit financial statements and not to provide assurance on the internal control structure. The management of East Side Fire Protection District No. 5 is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgements 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 management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to fulure periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. For the purpose of this report, we have classified the significant internal control structure policies and procedures in the following categories: Cash receipts and disbursements, receivables, property plant and equipment, accounts payable, and payroll. For all of the control categories listed above, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk. 
We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure, that, in our judgement, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the component unit financial statements. 501 Louisiana Avenue, Suite B ~ Baton Rouge, LouisiarJa 70802 ~ (504) 383-2974 1 O- 



Board of Commissioners East Side Fire Protection District No. 5 Baton Rouge, Louisiana Page 2 Codina of 1-ransactions 
Criteria 
Condition 
Effect 
Recommendation 
Management Response 

Transactions should be coded in a manner consistent with the substance of the transaction, and in the proper period. We noted several instances in which transactions were coded to inappropriate or erroneous general ledger accounts. This condition was noted during last year's audit as well. Some accounts could be materially misstated if these miscodiegs were not identified. 
We recommend that management review the coding of transactions in the detail general ledger for obvious errors on a monthly basis. The Chief agrees to monthly review the detail general ledger reports and advise the bookkeeping firm of any coding errors detected. [L Aj~roval of Transactions: Criteria: Proper internal controls require that procedures be in place to prevent or detect any unauthorized transactions. Condition 

Effect 
Reeorr~mendation 
Manac, ement Response 

Criteria 

The Chief has the authority to approve all expenditures. He co-signs with the internal accountant on checks over $2,500. Due to the net amount ot payroll checks, the internal accountant has been signing most of them. Fudher, there was no indication of approval on time cards tested. Thus, it appears that no authorized person approves individual time cards or pay amounts. If an incorrect payron check were written, the above condition would not allow it to be detected in a timely manner, in the regular course of business. We recommend that Captain Bob Gately approve all time cards/sheets except his own. Chief Hancock should approve Captain Gately's time card. Captain Gately will approve all employees' time sheets, except his own, prior to submission for payment. The Chief will approve Captain Gately's time sheet either by signature or phone confirmation with the bookkeeper. 
There should be a formal EDP planning process for the design procurement and use of EDP software and personnel. 

-11- 



CTION DISTRICT NO 5 CITY OF BATON ROUGE 
Notes to the Financial Statements For the Year Ended December 31, 1996 )LICIES A T 

Paqe 1 of 6 

East Side Fire Protection District No. 5 (the District) is a component unit of the City of Baton Rouge, Parish of East Baton Rouge, Louisiana (the City/Parish). The District is governed by a five member board. The board members are appointed by the City/Parish and are not compensated. Effective January 1, 1994, the District became a separate operational unit acting independently from the City/Parish, pursuant to an intergovernmental agreement between the City/Parish and the District. The purpose of the District is to provide fire protection for the citizens of the District. The district serves approximately 3,000 households. The District employs one permanent full-time employee and three permanent part-time employees. It also employs temporary employees as needed. The majority of the services are provided through volunteers. 
B T The accompanying financial statements of East Side Fire Protection District No. 5 have been prepared in conformity with generally accepted accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting principles. C. f{EPORTING ENTITY As /he governing authority, for reporting purposes, the City/Parish is the primary financial reporting entity. Governmental Accounting Standards Board Statement No. 14 established criteria for determining which component units should be considered part of the City/Parish for financial reporting purposes. The basic criterion for including a potential component unit within the reporting entity is financial accountability. The GASB has set forth criteria to be considered in determining financial accountability. Because the City/Parish Metropolitan Council appoints the District's governing body and (1) has the ability to impose its will on the District, and (2) the District has the potential to provide specific financial benefits to or impose specific financia burdens on the City/Parish, 
the District was determined to be a component unit of the City/Parish The accompanying financial statements present information only on the funds maintained by the District and do not present information on the City/Parish, the general government services provided by that gow~rnmental unit, or the other governmental units that comprise the financial reporting entity. D. FUND ACCOUNTING The District uses funds and account groups to report on its financial position and the results of its operations. Fund accounting is designed to demonstrate legal compliance and to aid financial management by segregating transactions relating to certain government functions or activities. 


