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Bourgeois Bennett 

To the St. Bernard Parish Council, Chalmette, Louisiana. 
We have audited the accompanying general purpose financial statements of the St. Bernard Parish Govemment, State of Louisiana, as of and for the year ended December 31, 1997, as listed in the table of contents. These general purpose financial statements are the responsibility of the St. Bernard Parish Government. Our responsibility is to express an opinion on these general purpose financial statement based on our audit. We did not audit the financial statements of the discretely presented component unit, St. Bernard Parish Home Mortgage Authority. Those financial statements were audited by other auditors whose reports thereon have been furnished to us, and our opinion on the general purpose financial statements, insofar as it relates to the amounts included for the discretely presented component unit, is based on the report of the other auditors. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing 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 general purpose financial statement are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall general purpose financial statement presentation. We believe that our audit and the report of other auditors provide a reasonable basis for our opimon. In our opinion, based on our audit and the report of other auditors, the general purpose financial statements referred to above present fairly, in all material respects, the financial position of the St. Bernard Parish Government as of December 31, 1997, and the results of its operations and the cash flows of its proprietary fund types for the year then ended, in conformity with generally accepted accounting principles. 
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In accordance with Goveroment Auditing Standards, we have also issued our report dated, June 5, 1998 on our consideration of the St. Bernard Parish Government's internal control over financial reporting and our test of its compliance with certain provisions of laws, regulations, contracts and grants. As discussed in Note 10 to the general purpose financial statements, the St. Bernard Parish Govemment is a defendant in numerous lawsuits seeking damages which cannot be quantified. These lawsuits are in various stages of resolution, and their ultimate outcome cannot presently be determined. Accordingly, no provision for any liability that may result has been made in the general purpose financial statements. Our audit was performed for the purpose of forming an opinion on the general purpose financial statements of St. Bernard Parish Government taken as a whole. The accompanying supplementary information as listed in the table of contents is presented for purposes of additional analysis and is not a required part of the general purpose financial statements. The accompanying schedule of expenditures of federal awards - primary government is presented for purposes of additional analysis as required by U. S. Office of Management and Budget Circular A-133, Audits of States, Local Governments. and Non-Profit Organizations. and is not a required part of the general purpose financial statements. Such information has been subjected to the auditing procedures applied in the audit of the general purpose financial statements and, in our opinion, based upon our audit and the report of other auditors, is fairly presented, in all material respects, in relation to the general purpose financial statements taken as a whole. 

New Orleans, La., June 5, 1998. 
Certified Public Accountants 



 



 



 



Revenues (Note 1) Taxes: Ad valorem Sales taxes Other taxes, penalties, and interest, etc. Licenses and permits Federal grants State funds: Parish transportation funds State revenue sharing Other state funds Fees, charges, and commissions for services Fines and forfeitures Use of money and property Special assessments Other revenues Total revenues Expenditures (Note 1) Gel~eral government: I egtslative Judlcml Electrons Finance and administrative Other general government Public safety Public works Health and welfare Culture and recreation Economic development Capital outlay Debt service: Principal retirement Interest and service charges Total expenditures 

St. Bernard Parish Government For the year ended December 31, 1997 
General Fund Special Revenue Funds Debt Service Funds Capital Projects Funds 

Exhibit B 

Total (Memorandum Only) Primary Government 
$ 457,074 12,246,015 
759,963 870,503 30,206 
54,865 377,073 660,860 137,694 21,398 15,615,651 
261,681 511,128 65,164 1,797,507 466,333 1,212,238 
124,522 81,211 7.406 3,986 3,074 

$ 4,166,439 $ 616,547 $ 
299,711 245,207 4,930,865 657,564 374,760 1,270,235 550,405 300,531 97,780 239.355 123,436 34.939 13~132~852 774,922 
38,258 848,939 210,038 3,333,391 5,306,541 6,85~840 2,477,464 1.797.407 455.441 

22,012 

743,172 591,961 4,534,250 21,3233,~919 1,357,145 

248,930 
26,038 30.000 304.968 

703,238 
952,569 
1,655.807 

$ 5,240,060 12,246,015 1,059,674 1,115,710 4,961,071 657,564 429,625 1,896,238 1,211,265 300,531 384,948 34,939 290.753 29,828,393 
299,939 1,360,067 65,164 2,029,557 3,799,724 6,518,779 L559,078 2,601,986 1,797,407 81,211 1.415.416 747,158 595.035 28~870,521 



 



 



Excess (Deficiency) of Revenues Over Expenditures Other Financing Sources (Uses) Operating transfers in Operating transfers out 

General Fund 

Exhibit C (Continued) 
Revenue Funds Variance Favorable S 

__ Budget 
45.028 
Actual Variance Favorable (~Lffavo_Lahle) ~udgct Ac~al 
11.081,40! ~27 0~L3 (8,387,496) (8,190,467) 
402.091 ~11~847,14~ 357,063 . (520,893) 9,415.321 _ (220,121) 9,448.409 _ (161,333) 

.Un favorableS_ 
197.029 
33,088 _ 58,788_ Total other financing sources(uses) 1~1~.281,223) _ (11,445,053~ (163,830) 9,195,200 9,287,076 91,876 

Excess (Deficiency) of Revenues and Other Financing Sources Over Expenditures and Other Financing Uses (172,821) (363,652) (190,831) 807,704 1,096,609 288,905 
Fund Balances Beginning of year Residual equity transfer Endofyear 

2,039,418 2,039,418 4.200 4.200 1,590,398 1.590,398 (4,200) (~ 200) ~6,597 $ 1,679,96. . . 6 $_ 08_6,631_1 LLags,LoL $_2,682,8_07 $ 28_4_70~ 
See notes to the general purpose financial statement. 



 



 



 



 



 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) a) Reporting Entity and Individual Component Unit Disclosure (Continued) 
ii) The potential for the organization to provide specific financial benefits to or impose specific financial burdens on the parish government. 2) Organizations for which the parish government does not appoint a voting majority but which are fiscally dependent on the parish government. 3) Organizations for which the reporting entity's general purpose financial statements would be misleading if data of the organization is not included because of the nature or significance of the relationship. Based on the above criteria, the parish govemment had determined that the following component units are part of the reporting entity: Criteria Used St. Bernard Parish Library 1 St. Bernard Parish Government Department of Public Works Water and Sewer Division and the Districts 1 St. Bernard Parish Home Mortgage Authority 1 St. Bernard Parish Commerce Commission 2 These primary government (parish government) general purpose financial statements include all funds, account groups and organizations for which the parish government maintains the accounting records. The organizations for which the parish government maintains the accounting records are considered part of the primary government (parish government) and include the Thirty-Fourth Judicial District Criminal Court Fund. The following component units, although legally separate entities, are, in substance, part of the parish government's operations and accordingly, data from these units are combined with data of the primary government and are reported as blended component units: St. Bernard Parish Library St. Bernard Parish Government Department of Public Works Water and Sewer Division and the Districts St. Bernard Parish Home Mortgage Authority St. Bernard Parish Commerce Commission 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
a) Reporting Entity and Individual Component Unit Disclosure (Continued) The component unit columns in the combined general purpose financial statements include the financial data of the St. Bernard Parish Home Mortgage Authority. It is reported in a separate column as a discrete component unit to emphasize that it is legally separate from the parish government. Considered in the determination of component units of the reporting entity were the Parish School Board, the Parish Assessor's Office, the Parish Clerk of Court, the Indigent Defender Board, the Parish Sheriffs Office, and the Council on Aging. It was determined that these governmental entities are not component units of the parish government reporting entity because they have separately elected governing bodies, are legally separate, and are fiscally independent of the parish government. b) Basis of Presentation - Fund Accounting The accounts of the parish government are organized on the basis of funds and account groups, each of which is considered a separate accounting entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprises its assets, liabilities, fund equity, revenues and expenditures or expense, as appropriate. Parish government resources are allocated to and accounted for in individual funds based upon the purposes for which they are to be spent and the means by which spending activities are controlled. The fund categories, fund types and account groups presented in the general purpose financial statements are described as follows: 1) Governmental Funds General Fund 
The general fund is the principal fund of the parish government and is used to accouut for all activities of the parish government except those required to be accounted for in other funds. 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) b) Basis of Presentation (Continued) 1) Governmental Funds (Continued) Special Revenue Funds 
Special revenue funds are used to account for the proceeds of specific revenue sources which by law are designated to finance particular functions or activities of the parish government. Debt Service Funds Debt service funds are established to meet requirements of bond ordinances and to account for the accumulation of resources for, and payment of, general long- term debt principal, interest and related costs. Capital Project Funds Capital project funds are used to account for financial resources to be used for the acquisition or construction of major capital facilities (other than those projects financed by the proprietary fund). In addition, the funds are used to account for major street repairs and the acquisition of movable fixed assets. 
2) Proprietary Funds Enterprise Funds 
Enterprise funds are used to account for operations (a) that are financed and operated in a manner similar to private business enterprises where the intent of the governing body is that the costs (expenses, including depreciation) of providing goods or services to the general public on a continuing basis are financed or recovered primarily through user charges; or (b) where the governing body has decided that periodic determination of revenues earned, expenses incurred and/or net income is appropriate for capital maintenance, public policy, management control, accountability or other purposes. 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) b) Basis of Presentation (Continued) 
2) Proprietary Funds (Continued) Internal Service Fund 
The internal service fund is used to account for the financing of goods or services provided by one department or agency to other departments or agencies within the same government or to other governments or not-for-profit associations on a cost reimbursement basis. 3) Account Groups General Fixed Assets Account Group This account group is established to account for the fixed assets of the parish government and its component umts, except those accounted for in the Proprietary Funds. 
Public domain or infrastructures are not capitalized. No depreciation has been provided on the General Fixed Assets Account Group. All fixed assets are valued at historical cost where available. Historical cost was not available for a minor amount of fixed assets thus estimated historical cost was used. General Long-Term Debt Account Group This account group is established to account for all long-term obligations of the parish government, except those accounted for in the Proprietary Funds. c) Governmental Funds 1) Basis of Accounting The accounting and financial reporting treatment applied to a fund are determined by its measurement focus. Governmental funds are accounted for using a current financial resources measurement focus. With this measurement 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) c) GovernmentalFunds (Continued) 1) Basis of Accounting (Continued) focus, only current assets and current liabilities generally are included on the balance sheet. Operating statements of these funds present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other financing uses) in net current assets. The modified accrual basis of accounting is used by all governmental fund types. Under the modified accrual basis ofaccotmting, revenues are recognized when susceptible to accrual (i.e., when they become both measurable and available). "Measurable" means the amount of the transaction can be determined and "available" means collectible within the current period or soon enough thereafter to be used to pay liabilities of the current period. The governmental funds reported in the general purpose financial statements utilize the following practices in recording revenues and expenditures: 
i) Revennes Revenues are recognized when they become measurable and available 
Ad valorem taxes and the related state revenue sharing (which is based on population and homesteads in the parish) are recorded in the year the taxes are assessed and available for use on current debt. Ad valorem taxes are assessed on a calendar year basis, become due on November 15 of each year and become delinquent on December 31. The taxes are generally collected in December of the current year and January through March of the ensuing year. Federal and state aid and grants are recorded when the entity is entitled to the funds. Interest income on investments is accrued through the end of the year 
Sales and use tax revenues are recognized by the parish government on the accrual basis. 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) e) GovernmentalFunds (Continued) 1) Basis of Accounting (Continued) i) Revenues (Continued) Substantially all other revenues are recorded when received 
ii) Expenditures Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is incurred, except for principal and interest on general long-term debt which is not recognized until due. 
iii) Accounts Receivable The St. Bernard Parish Government uses the direct write-off method to write off the majority of general uncollectible accounts receivable. This method approximates methods in accordance with generally accepted accounting principles. 
The majority of the parish government's receivables consist of sales tax of $2,059,170, ad valorem taxes of $4,771,299, other state funds of $281,333, federal grants of $530,930, road royalty of $162,466 and water and sewer customer receivables of $328,027. iv) Other Financing Sources (Uses) Transfers between funds which are not to be repaid are accounted for as other financing sources (uses). Proceeds of long-term debt including bonds and notes are reflected as other financing sources in the operating statement of the recipient fund and are included in the general long-term account group. 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) c) Governmental Funds (Continued) 2) Fund Descriptions - Special Revenue Funds ~ Public Works Fund The Public Works Fund is used to account for the operations and maintenance of all parish infrastructure (roads, bridges, right of ways, neutral grounds, including ditches and drainage, and operation of the mosquito control program.) Revenues of this fund are substantially derived from the parish transportation fund, parish road royalty fund and a parish ad valorem tax. 
~ Garbage District No. 1 Fund The Garbage District No. 1 Fund is used to account for the parish's garbage collection and disposal system. These services are presently being contracted out to a private firm. Revenues are derived from ad valorem taxes, state revenue sharing, and a ~% dedicated sales tax for garbage collection. ~ Consolidated Fire Protection District No. 1-2 Fund The Consolidated Fire Protection District No, 1-2 Fund is used to account for the maintenance and operations of the fire protection facilities. Revenues are derived from ad valorem taxes, state revenue sharing and 2% of the State of Louisiana distribution of fire insurance premium taxes. 
~ Recreation Department Fund The Recreation Department Fund is used to account for the maintenance and operations of the recreation facilities within the parish. Revenues are derived from ad valorem taxes and state revenue sharing. 

20 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) c) GovernmentalFunds (Continued) 
2) Fund Descriptions - Special Revenue Funds (Continued) ~ Health Fund 
The Health Fund is used to account for the activities which contribute to the health monitoring services provided by the state health unit within the parish. The State bills the parish health department for the building operating and maintenance expenses related to the facility. Revenues are derived from ad valorem taxes and state revenue sharing. ~ Urban Mass Transportation Administration Fund 
The Urban Mass Transportation Administration Fund is used to account for the operations of the public transit system. The system is partly funded by an operating grant received from the Federal Iransit Authority. The deficit fund equity of $123,873 will be absorbed through future fees. 
~ Jobs Training Partnership Act Fund The Jobs Training Partnership Act Fund is used to account for the collection and payment of jobs training partnership act funds on behalf of other agencies, governing bodies and/or other funds. ~ Housing Rent Subsidy Fund The Housing Rent Subsidy Fund is used to account for the administration of a housing assistance program. Financing is provided by the Department of Housing and Urban Development. ~ Housing Voucher Program Fund The Housing Voucher Program Fund is used to account for the administration of the Housing Voucher Program. Financing is provided by the Department of Housing and Urban Development. The deficit fund equity of $9,316 will be absorbed as part of the 1998 budget. 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) e) Governmental Funds (Continued) 2) Fund Descriptions - Special Revenue Funds (Continued) ~ JudicialCourt Reporter Fund 
The Judicial Court Reporter Fund is used to account for the salaries of the Thirty-Fourth Judicial District Court reporters. This fund is financed from the judicial fees collected by the clerk of court and remitted to the parish government. The deficit fund equity of $312 will be absorbed as part of the 1998 budget. ~ CriminalCourt Fund 
The Criminal Court Fund of the Thirty-Fourth Judicial District was established under Section 571.11 of Title 15 of the Louisiana Revised Statutes of 1950. Fines and forfeitures imposed by the district court and district attorney's conviction fees in criminal cases are transferred to the parish treasurer and deposited into a special "Criminal Court Fund" account. These funds are used for expenses of the criminal court of the parish government. Expenditures are made from this fund on motion of the district attorney and approval by the district judges. The statutes also require that one-half of the surplus in the fund at December 31, of each year be transferred to the parish General Fund. For the year ended December 31, 1997, $4,200 was transferred to the General Fund. ~ Contingency Criminal Court "A" Fund 
The Contingency Criminal Court "A" Fund is used to account for the administration of the Indigent Defenders Board. Revenues are derived from reimbursements from the Indigent Defenders Board and from transfers from the Criminal Court Fund. 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) c) Governmental Funds (Continued) 
2) Fund Descriptions - Special Revenue Funds (Continued) ~ District Attorney General Fund 
The District Attorney General Fund is used to account for the salaries and expenses of the District Attorney of the Thirty-Fourth Judicial District. This fund is financed by a transfer of sales tax from the General Fund, which is budgeted annually by the parish government at the same time it prepares its annual budget. The deficit fund equity of $36,688 will be absorbed as a part of the 1998 budget. The parish government is mandated to pay the expenses of the District Attorney's office as provided by Louisiana Revised Statutes 16:6 and 16:839.4. ~ Environmental Mitigation Fund 
The Environmental Mitigation Fund is used to account for operation, maintenance and costs for the Parish Wetlands Management Program. Financing is provided by mitigation payments and voluntary donations. ~ Deputy Witness Fee Fund The Deputy Witness Fee Fund is used to account for the fees paid to deputies for court appearances. The fund is financed from court costs collected by the clerk of court and remitted to the parish government. ~ Library Fund The Library Fund is used to account for the operations and maintenance of the parish library. Revenues are derived from ad valorem tax, state revenue sharing, other state grants and interest. 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) c) GovernmentalFunds (Continued) 
2) Fund Descriptions - Special Revenue Funds (Continued) ~ Road Lighting District No. 1 Fund 
The Road Lighting District No, 1 Fund is used to account for the maintenance of the lighting facilities of the roads, alleys and public places within the parish. Revenues are derived from ad valorem taxes and state revenue sharing. ~ Group Home Fund The Group Home Fund is used to account for the activity of the Boys and Girls Group Home. The Group Homes are for juvenile delinquents and emotionally disadvantaged children. The revenues are derived from federal and state grants. Effective December 31, 1996 the Boys and Girls Group Home discontinued operations. For the year ended December 31, 1997 $33,162 of expenditures was incurred related to the closure of the Home. ~ Group Home Residents Fund The Group Home Residents Fund is used to account for the allowance given to children residing at the Group Home. The revenue is derived from federal and state grants. ~ Human Resources Fund The Human Resources Fund was established to record the income and expenditures on various federal and state grants. ~ Civic Auditorium Fund The Civic Auditorium Fund is used to account for the maintenanee and operation of the St. Bernard Parish Civic Center (Center). Revenues are derived from fees charged for the use of the Center. 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
c) Governmental Funds (Continued) 2) Fund Descriptions - Special Revenue Funds (Continued) , Communications Fund The Communication Fund is used to account for the cost of the 911 Emergency Service number. Revenues are derived from a telephone tax. 
~ CommunityDevelopmentFund The Community Development Fund is used to account for the coordination of planning activities and emergency preparedness. The revenues are derived from permits, licenses and transfers from sales tax. The deficit fund equity of $445 will be absorbed as part of the 1998 budget. ~ Council On Aging Fund The Council On Aging Fund is used to account for the receipt and disbursement of a one mill property tax levy for the maintenance and operation of the Senior Citizens Center. 
3) Fund Descriptions - Debt Service Funds ~ Public Improvement Bonds Series A, B, C Fund The Public Improvement Bonds Series A, B, C Fund is used to accumulate monies for the payment of bonds dated June 1, 1965. Series A was issued for the purpose of acquiring land and buildings for recreational purposes, and acquiring necessary equipment therefore. Series B was issued for the purpose of constructing public buildings consisting of incinerators for the parish government and acquiring all necessary land, equipment and furnishings therefore. Series C was issued for the purpose of constructing 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) c) Governmental Funds (Continued) 3) Fund Descriptions - Debt Service Funds (Continued) ~ Public Improvement Bonds Series A, B, C Fund (Continued) an auditorium for the parish government and acquiring all necessary land, equipment and furnishings therefore. Each series is secured by an ad valorem tax levy. At December 31, 1997, all obligations of the A, B, C Fund has been paid. The fund balance at December 31, 1997 of $208,140 will be used to fund a drainage project in the future. ~ Public Improvement Bonds Series 1977 Fund The Public Improvement Bonds Series 1977 Fund is used to accumulate monies for the payment of bonds dated June 1, 1977, which were issued for the purpose of paying all or any part of the cost ofpublie works, buildings, improvements and facilities in the parish. The bonds are secured from the proceeds of a special one-half of 1 percent sales and use tax. ~ Public Improvement Bonds Series 1996 Fund The Public Improvement Bond Series 1996 Fund is used to accumulate monies for the payment of bonds dated April 9, 1996, which were issued to defease 1986 series public improvement bond issue. The bonds are secured from the proceeds of a special one-half of 1 percent sales and use tax. During 1997, the fund was renamed. At December 31, 1996, the fund was reported as the Public Improvement Bonds Series 1986 Fund. ~ Bond Reserve 1996 Fund 
The Bond Reserve 1996 Fund was established to comply with the bond resolutions of the Public Improvement Bonds Series 1996. This fund is used to account for a $274,000 reserve as required by the 1996 issue. At December 31, 1997, there was an excess of $62,255 in the 1996 Fund. During 1997, the fund was renamed. At December 31, 1996, the fund was reported as the Bond Revenue 1973 and 1986 Fund. 

26 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) c) Governmental Funds (Continued) 3) Fund Descriptions - Debt Service Funds (Continued) ~ Bond Reserve 1977 Fund The Bond Reserve 1977 Fund was established to comply with the bond resolutions of the Public Improvement Bonds, Series 1977. This account is used for transfers of sales tax from the sales tax account. Payments into the Reserve Fund have ceased due to accumulating an amount equal to the highest combined principal and interest requirements for any succeeding bond year. ~ 1990 and 1997 General Obligation Bond Fund The 1990 and 1997 General Obligation Bond Fund is used to accumulate monies for the payment of bonds dated February I, 1990 and December 1, 1997. The 1990 Bonds were used for the purpose of constructing a jail and detention facility and the acquisition of any necessary equipment and furnishings associated with the facility. The 1997 bonds were used to defease $4,125,000 of the previously issued 1990 bonds. The bonds are secured by an ad valorem tax. ~ Versailles Industries Park Sinking Fund The Versailles Industrial Park Sinking Fund is used to accumulate monies for the payment of special assessment bonds. These bonds were used to finance public improvements deemed to benefit the properties against which the cost are assessed. The costs of the project is estimated and property owners are assessed their proportionate share. The property owner either pays the assessment within 60 days or over a 10-year period. Interest is charged on the unpaid assessments at the rate of 6.25%. Bond principal and interest are paid with the monies provided by payments on the assessments and related interest. 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
c) GovernmentalFunds (Continued) 4) Fund Descriptions - Capital Projects ~ Drainage and Siphon Fund The Drainage and Siphon Fund is used to account for the construction and improvements of drains and drainage canals, including the construction of pumping stations. ~ Fire District 1-2 C.I. Series Bond Fund The Fire District 1-2 Construction Fund is used to account for the costs of improving fire protection facilities and purchasing fire trucks and other fire fighting equipment for Fire Protection District 1 and 2. 
~ Road District Project Bond Fund The Road District Project Fund is used to account for the costs of acquiring equipment to be used for constructing, improving and maintaining public roads and highways. ~ Public Improvement Bond Series D, E, F, G Fund The Public Improvement Bonds Series D, E, F, G Fund is used to account for the road maintenance, road lighting and drainage construction. ~ Drainage Construction Bonds of 1967 and 1982 Fund The Drainage Construction Bonds of 1967 and 1982 Fund is used to account for maintaining, digging, and improving drains and drainage canals including the maintenance of two new pumping stations. 
~ CapitalProjects Fund The Capital Projects Fund is used to track and pay for costs of capital projects. The source of funding for the projects will be from transfers from general, special revenue or intemal service operating accounts. 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) c) Governmental Funds (Continued) 4) Fund Descriptions - Capital Projects (Continued) ~ Courthouse CapitalFund The Courthouse Capital Fund is used to account and pay for the cost associated with improvements and maintenance to the Courthouse. The source of funding for the improvements will be from transfers from the Criminal Court Fund. 
~ Islenos Multipurpose Building Fund The Islenos Multipurpose Building Fund is used to account and pay for the costs associated with construction of the Islenos Multipurpose Building. The source of funding for the construction is from state grants. ~ Urban System Roadway Reconstruction Fund The Urban System Roadway Reconstruction Fund is used to account for the costs associated with roadway reconstruction in various areas of the parish. The reconstruction is financed by the transfers from the general fund. d) Proprietary Funds - Enterprise Funds - St. Bernard Parish Government Department of Public Works Water and Sewer Division and the Districts 
1) Organization The St. Bemard Parish Water and Sewer Commission was created by an intergovemmental agreement dated November 13, 1985, as ratified, confirmed and approved by Louisiana Revised Statute 33:7802 which became effective July 2, 1986. The Commission's major operation was to provided water and sewerage services for the parish of St. Bernard. The Commission assumed control of operations and began providing services effective with the close of business on December 31, 1985. Prior to that time, such water and sewerage services had been provided by five separate entities: St. Bernard Water District No. 1, St. Bernard Water District No. 2, St. Bernard Sewer District No. 1, St. 
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Exhibit G (Continued) 

Note I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) d) Proprietary Funds - Enterprise Funds - The Division (Continued) 1) Organization (Continued) Bernard Sewer District No. 2, and St. Bernard Sewer District No. 1-2. On December 31, 1985, St. Bernard Sewer District No. 1-2, a contractual entity which had performed sewerage operations for St. Bernard Sewer Districts No. 1 and No. 2, was dissolved. The other water and sewer districts remain in existence and serve primarily as tax levying entities. 
On November 1, 1996, the St. Bemard Parish Water and Sewer Commission was consolidated and merged into the St. Bernard Parish Government and is now know as the St. Bernard Parish Govemment Department of Public Works Water and Sewer Division (the Division). The Commission was abolished and the parish council assumed all rights, revenues, resources, authority and obligations of the Commission. The water and sewer districts still exist as separate political subdivisions; however, the parish council is the governing authority. Each district retained its rights, revenues, resources, jurisdiction, authority, indebtedness and any other obligations it possessed prior to November 1, 1996, including the authority to continue to levy ad valorem taxes. 
2) Reporting Entity Because the parish government is the governing board of the districts, the districts are considered to be component units of the St. Bernard Parish Government. Financial statements for the Division may be obtained from the St. Bernard Parish Finance Department. 
3) Basis of Presentation The general purpose financial statements include Division and the districts which are separate component units of the parish government. The Division is responsible for water and sewerage operations of the parish and the districts (St. Bernard Water District No. 1, St. Bernard Water District No. 2, St. Bernard Sewer District No. 1, St. Bernard Sewer District No. 2.) Ad valorem taxes are levied by the individual districts for either water or sewerage operations and for the retirement of outstanding bonds. Taxes received by the 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) d) Proprietary Funds - Enterprise Funds - The Division (Continued) 3) Basis of Presentation (Continued) individual districts for operation and maintenance of water and sewerage systems of the parish are transferred to the Division to operate the systems. The general purpose financial statements present the financial position, results of operations and cash flows of these entities taken as a whole and do not purport to present information for any of these entities individually. 4) Basis of Accounting The Water and Sewer Division applies all GASB pronouncements as well as the Financial Accounting Standards Board pronouncements issued on or before November 30, 1989 unless those pronouncements conflict with or contradict with or contradict GASB pronouncements. The general purpose financial statements have been prepared on the accrual basis of accounting in conformity with generally accepted accounting principles (GAAP). The following practices were used: i) Revenues Tile Division's customers are billed monthly and the general purpose financial statements provide for accrual of charges billed but not collected as well as for unbilled charges through the date of the combined balance sheet. Ad valorem taxes are recorded in the year the taxes are due and payable. Ad valorem taxes are assessed on a calendar year basis, become due on November 15 of each year, and become delinquent on December 31. The taxes are generally collected in December of the current year and January through March of the ensuing year. Substantially all other revenues are recorded when earned. 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) d) Proprietary Funds - Enterprise Funds - The Division (Continued) 4) Basis of Accounting (Continued) ii) Expenses The Division's unamortized debt expense consists of costs associated with the 1991 and 1994 Revenue Bond Issues and the 1991 General Obligation Refunding Bond Issues of Sewer District No. 1 and 2. The cost of issuance on the 1991 Revenue Bond Issue of $58,707 is amortized, using the straight-line method over the 19-year life of the bond. The cost of issuance on the 1994 Revenue Bond Issue of $266,655 is amortized using the straight-line method over the 18-year life of the bond. The cost of issuance of the Sewer District No. 1 1991 General Obligation Refunding Bond Issue of $36,700 is amortized using straight-line method over the 11 ~-year life of the bond. The cost of issuance of the Sewer District No. 2 1991 General Obligation Bond Issue of $147,300 is amortized using straight-line method over the 13 ~-year life of the bond. Amortization of debt expense for the year ended December 31, 1997 was $32,010. The remaining unamortized debt expense on all bond issues at December 31, 1997 is $345,979. Depreciation expense on all exhaustible fixed assets is determined by the straight-line method using the estimated useful life and is recorded as an operating expense during the accounting period. Substantially all other expenses are recognized at the time the liability is incurred. iii) Inventory The Division maintains an inventory of parts and expendable supplies that is valued at the lower of cost or market. The inventory is recognized as an expense when consumed. 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) d) Proprietary Funds - Enterprise Funds - The Division (Continued) 5) Levied Taxes The following is a summary of authorized and levied ad valorem taxes for debt services for the year ended December 31, 1997: 
Water District No. 1 Sewer District No. 1 Sewer District No. 2 

Authorized Millage Variable Variable Variable 
Levied Millage .15 5.00 3.75 On April 5, 1997, there was an election to renew the operation and maintenance ad valorem tax of 3.34 mills in Water District No. 1 and 2.04 mills in Sewerage District No 2. Both millage renewals were rejected by the qualified voters. The estimated loss in revenue for the organization in 1997 due to the defeat is approximately $250,000 in Water District No. 1 and $450,000 in Sewerage District No 2. 6) Compensated Absenees Employees earn two to five weeks of paid vacation each year, up to 90 days will be paid in cash at retirement or termination if proper notice is given. If proper notice is not given, up to 10 days may be subtracted from their accumulated vacation and the remainder is paid in cash. Employees earn 12 days of sick leave each year, which may accumulate to an unlimited number of days but does not vest. At December 31, 1997, the accrued vacation was $258,062. 7) Restricted Assets Certain proceeds of the Division's revenue bonds, as well as certain resources set aside for their repayment, are classified as restricted assets on the combined balance sheet because their use is limited by applicable bond covenants. 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) e) Proprietary Funds - Enterprise Funds - Home Mortgage Authority 1) Organization 
The St. Bernard Parish Home Mortgage Authority (the Authority) was created through a Trust Indenture dated May 9, 1979, pursuant to provisions of Chapter 2-A of Title 9 of the Louisiana Revised Statutes of 1950, as amended. The initial legislation and subsequent amendments grant the Authority the power to obtain funds and to use the proceeds to promote the financing and development of any essential program conducted in the public interest within the boundaries of St. Bernard Parish, Louisiana. The Authority's operations consist of two single family mortgage revenue bond programs and one single family mortgage refunding bond program whereby the Authority promoted residential home ownership tl~-ough the acquisition of mortgage loans secured by first mortgage liens on single ihmily residential housing. The funds for these plograms were obtained through the issuance of $25,000,000 in Single Family Mortgage Revenue Bonds dated September 1, 1979, $10,000,000 in Single Family Mortgage Revenue Bonds dated November 1, 1980, $4,435,000 in Single Family Mortgage Refunding Bonds dated March 29, 1991, $11,255,000 in 1992 Series A Taxable Single Family Mortgage Refunding Bonds, dated June 1, 1992, $2,130,000 in 1992 Series B- 1 Taxable Sin glc Family Mortgage Refunding Bonds, dated June 1, 1992, $200,000 (matullty amount) in 1992 Series B-2 Taxable Single Family Mortgage Refunding Bonds, dated June 1, 1992, and $3,000,000 (maturity amount) in 1992 Series C Tax Exempt Single Family Mortgage Revenue Bonds dated June 1, 1992. The bonds dated September 1, 1979 have been defeased and the bonds dated November 1, 1980 have been called. The $11,255,000 in 1992 Series A bonds dated June 1, 1992 have matured. The bonds issued by the Authority are general obligations of the Authority and are not obligations of the State of Louisiana or any other political subdivision thereof. 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) e) Proprietary Funds - Enterprise Funds - Home Mortgage Authority (Continued) 1) Organization (Continued) The Authority has a Board of Trustees which is empowered under the bond trust indentures and the bond program agreements to contract with outside parties to conduct the day-to-day operations of the programs it initiates. Under the bond programs, the Authority utilizes financial institutions to originate and service the mortgage loans acquired. In addition, a bank has been designated as Trustee of the separate bond programs and has the fiduciary responsibility for the custodianship and investment of funds. 
2) Reporting Entity The financial statements of the Authority include the 1979 single family mortgage revenue bond program and the 1991 and 1992 single family mortgage refunding bond programs. There is no longer activity in the 1980 single family mortgage revenue bond program. 3) Basis of Presentation The Authority's fiscal year ends March 31, 1998. The general purpose financial statements include the activities of the Authority for the fiscal year end. A comprehensive annual financial statement may be obtained from the Authority. 
4) Basis of Accounting The Authority follows the accrual basis of accounting whereby revenues are recognized when earned and expenses are recognized when the related liability is incurred. Certain funds were established under the powers granted by the Bond Trust Indentures. The funds, which are maintained by the trustee bank, provide for the accounting of bonds issued, debt service and bond redemption requirements, investments and related revenues and operating expenses. 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) e) Proprietary Funds - Enterprise Funds - Home Mortgage Authority (Continued) 4) Basis of Accounting (Continued) The Authority applies all GASB pronouncements as well as the Financial Accounting Standards Board pronouncements issued on or before November 30, 1989 unless those pronouncements conflict with or contradict GASB pronouncements. 5) Amortization Bond issuance costs, including an underwriter's discount on bonds sold, are being amortized ratably over the life of the bonds based upon the principal outstanding amounts. Premiums and discounts on the purchase of investments are amortized over the life of the security using the level yield method. Discounts on bonds payable are amortized over the lives of the bonds using the level yield method. 
6) Cash and Cash Equivalents For purposes of the statement of cash flows, the Authority considers all short-term, highly liquid investments with a maturity of three months or less to be cash equivalents. f) Internal Service Fund - Self-Insurance Fund 
1) Organization The Insurance Fund was established to account for the self-insurance of workman's compensation, unemployment compensation, general and automobile liability by the St. Bernard Parish Government. The parish government is self-insured for claims up to $250,000 per occurrence. The parish government has an insurance policy for claims between $250,000 and 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) f) Internal Service Fund - Self-Insurance Fund (Continued) 
1) Organization (Continued) $5,000,000 per occurrence. This policy has a 20% coinsurance clause with a maximum liability to the parish of $1,000,000. The fund is administered by an independent insurance service company. 2) Basis of Accounting The general purpose financial statements have been prepared on the accrual basis of accounting in conformity with generally accepted accounting principles (GAAP). The following practices were used. i) Estimated Liability for Claims and Judgments The estimated claims liability related to prior years' workers compensation claims are computed by subtracting paid claims from the reserves previously set up to arrive at remaining reserves and then developing that number based on factors determined by the third party administrator using historical data. The estimated claims liability related to prior years' general liability and auto claims was estimated by the parish government's legal department based on a claim by claim evaluation to determine the potential loss. Estimated claims liability related to the current year's general liability, auto and workers compensation was determined by using the average annual claims expense incurred for each type of coverage based on the fund's history. 
ii) Revenue Other operating income is generated through payments of premiums by the governmental funds. The income is recorded when earned. 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) f) Internal Service Fund - Self-Insurance Fund (Continued) 2) Basis of Accounting (Continued) 
iii) Statements of Cash Flows For the purpose of the statement of cash flows, the parish govemment considers all deposits to be cash equivalents. 
iv) Self Insurance Dividend / Operating Transfers An annual analysis ofaU open policy years for workers compensation and automobile and general liability is completed by the risk manager and legal council to determine the exposer in each policy year. When it is determined that losses on outstanding and current claims can be reasonably estimated, an evaluation on the policy year is performed. The evaluation determines ifa dividend can be declared by the self insurance fund for that policy year. Once it is determined that a dividend can be declared, the findings are reviewed by the administration and presented before the Parish Council. The Parish Council then must pass an ordinance declaring a dividend from the self insurance fund and dedicating the dividend to a project. For the year ended December 31, 1997 $1,038,000 of dividends were paid from the Internal Service Fund. This amount is reported as a transfer out in the Internal Service Fund. 

g) Use of Estimates The preparation of general purpose financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the general purpose financial statements and the reported amounts of revenues, expenses and expenditures during the reporting period. Actual results could differ from those estimates. 
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Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) h) Budgets The following summarizes the budget activities of the parish government for the year ended December 31, 1997: Completed and Available for Public Inspection Public Notices Public Hearings Council Adoption Budget Amendments 
October 1, 1996 November 22, 1996 December 3, 1996 December 3, 1996 May 6, 1997, June 3, 1997 October 7, 1997, February 17, 1998 The St. Bernard Parish Government adopted annual budgets for the general fund, all special revenue funds, capital project funds, debt service funds and the enterprise fund. Budgets for the general fund and all special revenue funds are included in these general purpose financial statements. The budgets are prepared on the modified accrual basis of accounting. All appropriations except an appropriation for a capital expenditure will lapse at year end to the extent that they have not been expended or encumbered The parish president is authorized to transfer amounts between line items wllhin any fund. Budget amounts included in the general purpose financial statements include the original adopted budget and all subsequent revisions. 

i) Cash and Investments Cash includes amounts in regular and money market accounts. Investments are stated at cost. Investments during the year consisted of certificates of deposits. 
j) Bad Debts The general purpose financial statements for the parish government, excluding accounts receivable in the St. Bernard Parish Government Department of Public Works Water and Sewer Division, contain no allowance for bad debts. Uncollectible amounts due for ad valorem taxes and other receivables are 



 
Exhibit G (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
j) Bad Debts (Continued) recognized as bad debts at the time information becomes available which would indicate the uncollectibility of the particular receivable. These amounts are not considered to be material in relation to the financial position or operation of the funds. 
k) Accumulated Vacation and Sick Leave Substantially all employees of the parish govemment earn from 10 to 20 days of annual leave each year depending on length of service. Annual leave accumulated in one year must be used by December 31 of the following year. Accumulated annual leave may be used only after 26 weeks of service. There are no leave benefits which require accrual under generally accepted accounting principles except for accumulated vacation for employees of the St. Bernard Parish Government Department of Public Works Water and Sewer Division. Substantially all employees of the parish government accrue one day of sick leave for each month of continuous employment. Sick leave may be accumulated to a maximum of 90 days. All accumulated sick leave lapses upon termination or retirement. According to L.R.S. 33:1995, firemen employed by the parish government are entitled to full pay during sickness or incapacity not brought about by the fireman's own negligence for a period of fifty-two weeks. 
1) Sales and Use Tax St. Bernard Parish Government has a 4~% sales and use tax. Two percent is dedicated to the parish government, 2% is dedicated to the St. Bernard Parish School Board, and ~% is dedicated to the St. Bernard Parish Sheriff. The St. Bernard Parish Sheriff is authorized to collect and remit this tax to the parish government and School Board for a stipulated fee. The parish government's sales tax ordinances provide that the proceeds can be used for the general governmental operations of the parish. The sales tax receipts are included in the revenues of the General Fund. 
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Note 2 - FUND DEFICITS 
Exhibit G (Continued) 

The following individual funds had deficit fund balances at December 31, 1997 
Governmental Fund Special Revenue Funds: Urban Mass Transportation Administration Fund Housing Voucher Program Fund Judicial Court Reporter Fund District Attorney General Fund Community Development Fund 

$123,873 9,316 312 36,688 445 
Allnoted deficits willbeabsorbedthrough~es over future ye~s eras part ofthe 1998 budget. 

Note3- REVENUES, EXPENDITURESAND FINANCING SOURCES-ACTUAL AND BUDGET The following individual funds have actual revenues and/or other sources which fall below 5% of budgeted revenues and/or other sources and/or actual expenditures and/or other uses which exceed 5% of budgeted expenditures and/or other uses: 
Revenues: Special Revenue Funds: Criminal Court Fund Group Home Fund 
Expenditures: General Fund Special Revenue Funds: District Attorney Fund Human Resources Fund Urban Mass Transportation Administration Fund 

Actual Budget 
$185,120 13 $195,994 27,448 
4,934,250 4,555,522 481,270 360,231 444,627 333,617 559,811 325,797 

Percentage Difference Difference 
$(10,874) (5.55) (27,435) (99.95) 
378,728 36,643 26,614 
234,014 

8.31 
8.24 7.98 
71.83 



 



Note 5 - PROPERTY, PLANT AND EQUIPMENT (Continued) 
Exhibit G (Continued) 

The composition of property, plant and equipment at December 31, 1997, by entity, is as follows: 
The Division Water District No, 1 Water District No. 2 Sewer District No, 1 Sewer District No. 2 Total property, plant and equipment 
Less accumulated depreciation Net property, plant and equipment 

$ 33,427,421 20,774,020 2,128,277 9,775,707 17.568.382 83,673,807 
(42,280,382) $ 41.393,425 Depreciation expense totaled $2,312,166 for the year ended December 31, 1997 

Note 6 - CASH, CASH EQUIVALENTS, AND INVESTMENTS 
a) Bank Deposits State Law lequires deposits (cash and certificates of deposits) of all political subdivisions be fully collateralized at all times. Acceptable collateralization includes FDIC insurance and the market value of securities purchased and pledged to the political subdivision. Obligations of the United States, the State of Louisiana, and certain political subdivisions are allowed as security for deposits. Obligations furnished as security must be held by the political subdivision, or with an unaffiliated bank, or with a trust company for the account of the political subdivision. In accordance with state law all cash and deposits were collateralized. Cash and deposits are categorized into three categories of credit risk. Category 1 includes deposits covered by federal depository insurance or by collateral held by the St. Bernard Parish Government or its agent, in the St. Bernard Parish Government's name. 
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Note 6 - CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued) 
Exhibit G (Continued) 

Category 2 includes deposits covered by collateral held by the pledging financial institution's trust department, or its agent in the St. Bernard Parish Government's name. Category 3 includes deposits covered by collateral held by the pledging financial institution, or its trust department or agent but not in the St. Bernard Parish Government's name, and deposits which are uninsured or uncollateralized. At year end the carrying amount and the bank balances of deposits for Governmental Funds and Internal Service Fund are as follows: 

Cash 
1 
$ 5.156,04._____..___~~ 

2 
$- 

3 
S- 

Book Balance 
At year end the carrying amount and the bank balances of deposits of the Proprietary Fund - Enterprise Fund - Water and Sewer and the Districts are as follows: 

1 2 3 Cash $2,879,810 $ - $ - Certificates of deposit 1.200.000 
Book Balance $2,701,745 1,200,000 

At December 31, 1997, cash and certificates of deposit in excess of the FDIC insurance were collateralized by securities held by unaffiliated banks for the account of the depositors. The Governmental Accounting Standards Board (GASB), which promulgates the standards for accounting and financial reporting for state and local governments, considers these securities uncollateralized. Even though the pledged securities are considered uncollateralized under the provisions of GASB Statement 3, Louisiana Revised Slatute 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 depositor that the fiscal agent has failed to pay deposited funds upon demand. 
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Note 6 - CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued) 
Exhibit G (Continued) 

For purposes of the Statement of Cash Flows for the Division cash and cash equivalents consist of the following accounts: Beginning End of of Year Year Cash and Cash Equivalents Nonrestricted Restricted 
Total cash and cash equivalents Home Mortgage Authority 

$ 197,798 1.759.960 $ 686,114 3.215.631 

The Authority has deposits (bank balance) of $529 as of March 31, 1998. The deposits are insured by FDIC Insurance. The Authority invests in the Marquis Treasury Securities Money Market Fund which is considered a cash equivalent. The Marquis Treasury Securities Money Market Fund invests exclusively in obligations issued by the U.S. Treasury and backed by its full faith and credit and in repurchase agreements involving such obligations. However, an investment in the fund is neither insured nor guaranteed by the U.S. Government. The Money Market Funds are held by a subcustodian in the name of the Authority. The Funds are managed by the Trustee Bank of the Authority. 
b) Investments Under state law the entity may deposit funds within a fiscal agent bank organized under the laws of the State of Louisiana, any other state in the union, or under the laws of the United States. Further, the entity may invest in time deposits or certificates of deposit of state banks organized under Louisiana law and national banks having principal offices in Louisiana. 
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Note 6 - CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued) b) Investments (Continued) 

Exhibit G (Continued) 

The parish government's investments are categorized below to give an indication of the level of risk assumed by the parish government at year end. Category 1 includes investments that are insured or registered or for which the securities are held by the parish government or in the parish government's name. Category 2 includes uninsured and unregistered investments for which the securities are held by the broker's or dealer's trust department or agent in the parish government's name. Category 3 includes uninsured and unregistered investments for which the securities are held by the broker or dealer, or by its trust department or agent but not in the parish government's name. 
Market Value Carrying Value Governmental Funds Certificates of deposit $2,081,050 $2,081,050 Internal Service Fund Self-Insurance Fund: Certificates of deposit 400,000 400,000 Component Unit St. Bernard Parish Home Mortgage Authority: Guaranteed investment contracts 96,545 96,545 U':S. Government securities 1.179.936 822.027 Totals 

2 2 
U.S. Government securities and guaranteed investment contracts are carried at amortized cost. The bond indentures of the Authority authorize the Trustee to make investments under prudent investment standards reasonably expected to produce the greatest investment yield. 
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Note 7 - LEASES 
Exhibit G (Continued) 

The St. Bernard Parish Government Department of Public Works Water and Sewer Division has recorded a capital lease for a computer billing system. The computer system is valued at $45,371 and is payable in 36 monthly installments of $1,493 including interest at 11.361%. The total due, excluding interest, at December 31, 1997, is $11,452. The following is a summary of filture minimum lease payments under capital leases, together with the present value of the net minimum lease payments, as of December 31, 1997: Total minimum lease payments for 1998 
Less amount representing interest Present value of net minimum lease payments Less current portion Long-term portion 

$11,945 493 11,452 11.452 $ - 
The total amount of assets recorded as capital leases is $61,739. The accumulated amortization of $13,373 is included in accumulated depreciation as is current year amortization expense of $6,174. The Division receives lease income from a right-of-way agreement. The annual rental income is $2,500 and is payable for ten-years beginning September 1, 1995. At the end of the lease period the agreement may be renegotiated at no less than $2,500 a year. The Division also receives lease income from three different tower lease agreements. The first lease is $5,000 per year for a period of five years beginning August 9, 1995. The lease can be renewed for four additional five-year periods. The second lease is for $6,000 per year. The lease commenced June 26, 1996 and is for a period of five years. The agreement can be renewed for four additional five-year periods. The third lease is for $12,000 per year. The lease commenced August 22, 1996 and is for a period of five years. The lease agreement can be renewed for four additional five-year periods. 
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Note 8 - GENERAL LONG-TERM OBLIGATIONS (Continued) b) Governmental Fund Types i) Bonds Payable Scheduled payments are as follows 1998 1999 2000 2001 2002 Thereafter Total ii) Current Year Defeasanee of Debt 

$ 927,550 918,018 978,487 1,033,956 1,089,583 4.972,688 

Exhibit G (Continued) 

On December 1, 1997, the parish government issued $4,335,000 of General Obhganon Refunding Bonds, Series 1997 with a yield of 4.75% to refund $4,125,000 of General Obligation Refunding Bonds, Series 1990 outstanding with an average interest rate of 7%. The net proceeds of $4,295,230 (after payment of $39,770 in insurance and issuance costs) plus an additional $82,416 of old debt service funds were used to purchase U.S. Government Securities which were deposited in an irrevocable trust with an escrow agent to provide for all future debt service payments on the above General Obligation Refunding Bonds, Series 1990. As a result, these bonds are considered to be defeased and the liability for the bonds have been removed from the General Long-Term Debt Account Group. The parish government advance refunded the bonds for a net savings of $472,754 and an economic gain of $334,329. 
iii) Prior Years' Defeasanee of Debt In prior years, the Parish Government has defeased a Public Improvement Refunding Bonds issue by creating separate irrecoverable trust funds. New debt has been issued and the proceeds have been used to purchase U.S. government securities that were placed in the trust funds. The investments and fixed earnings from the investments are sufficient to fully service the defeased debt until the debt is called or matures. For financial reporting purposes, the debt has been considered 

52 



 



Note 8 - GENERAL LONG-TERM OBLIGATIONS (Continued) c) Proprietary Fund Types - The Division (Continued) Public Improvement And General Obligation Bonds 

Exhibit G (Continued) 

Public improvement and general obligations bonds are secured by the full faith and credit of the various districts and are financed through the levy and collection of ad valorem taxes. The statutory debt limitation for each district follows: Outstanding Limitation Debt Water District: No. 1 Sewer District: No. 1 No. 2 
$23,390,773 $ 155,000 4,098,497 20.562.215 445,000 2.364.000 

The Bonds were issued to construct improvements and extensions to the water works and sewerage systems. Public improvement and general obligation bonds are comprised of the following individual issues: $2,500,000 Public Improvement Bonds of the Water District No. 1 issue of September 1, 1973, due in annual installments of $155,000 bearing an interest rate of 5.70% through March 1, 1998. Amount outstanding - $155,000. $675,000 General Obligation Refunding Bonds of the Sewer District No. 1 issue of September 1, 1991, due in annual installments of $10,000 to $90.000 bearing interest rates of 5.2% to 6.5% through March 1, 2003. Amount outstanding - $445,000. $240,000 Public Improvement Bonds of the Sewer District No. 2 issue of June 1, 1971, due in annual installments of $1,000, bearing an interest rate of 6% through February 1, 2001. Amount outstanding - $4,000. 4. $3,295,000 General Obligation Refunding Bonds of the Sewer District No. 2 issue of September 1, 1991, due in annual installments of $170,000 to $340,000 bearing interest rates of 5.2% to 6.65% through March 1, 2005. Amount outstanding- $2,360,000. 



Note 8 - GENERAL LONG-TERM OBLIGATIONS (Continued) e) Proprietary Fund Types - The Division (Continued) Revenue Bonds 

Exhibit G (Continued) 

On April 1, 1994, the Commission defeased a portion of the 1986 Revenue Bond in the amount of $7,195,000 with an interest rate ranging from 7.50% to 8% and debt service payments from $400,000 to $990,000 by issuing $7,950,000 Series 1994 Revenue Refunding Bonds. The interest rate on the new bonds ranges from 3% to 5.2% and the bonds mature on August 1, 2006 with debt service payments due in annual principal installments ranging from $115,000 to $940,000. The balance outstanding at December 31, 1997 is $7,040,000. The 1991 Revenue Bonds are due in annual principal installments of $40,000 to $135,000, bearing interest rates of 6.00 to 7.10% through August 1, 2011. The balance outstanding at December 31, 1997 is $1,120,000. 
The bonds are payable solely from and secured by a first lien upon and a pledge of the net revenues of the system. The revenues pledged by the Division include all fees, rents, charges, and other income derived, or to be derived by or for the account of the Division from, or for, the ownership, operation, use, or services of the system and any olher amounts paid into and credited to the revenue fund created by the 1986, 1991, and 1994 revenue bond resolutions. Such revenues include, but are not limited to, proceeds of any advalorem taxes received by the Division pursuant to the terms of the intergovemmental agreement. Such revenues exclude (a) federal, state, or local government monies received for capital improvements to the system and (b) amounts necessary to pay the reasonable and necessary current expenses of operating and maintaining the system. 
Pursuant to a resolution, the Division has agreed in each bond year to fix, establish, and collect such rates and collect such fees, rentals, or other charges for all services, after making due allowance for delinquencies in collection and after providing for the payment of the reasonable and necessary expenses of operating and maintaining ~be system, to produce net revenues (1) that are sufficient to pay debt service on all outstanding bonds and to maintain the funds and accounts established in the resolution and (2) that result in each fiscal year in the greater of (a) the sum of debt service payable on the bonds in the ensuing fiscal year plus-any required deposit to the Debt Service Fund, or (b) a ratio of net revenues to average 
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Note 8 - GENERAL LONG-TERM OBLIGATIONS (Continued) 
c) Proprietary Fund Types - The Division (Continued) Revenue Bonds (Continued) 

Exhibit G (Continued) 

annual debt service of not less than 1.25 to 1. The ratio of net revenue to average annual debt service for the year ended December 31, 1997, is 3.07 to 1. The ratio is more than the minimum requirements of the bond indenture. The bond agreement requires the Division to establish and maintain the following accounts. 
1) A debt service account with monthly deposits of one-twelfth of the annual principal and interest payment to pay promptly and fully the principal and interest on the loan as it becomes due and payable. 
2) A debt service reserve account with the sum equal to the maximum annual debt service on the bonds. 3) A renewal and replacement account with monthly deposits of 5% of the prior month's operating expenses, which will be used to care for extensions, additions, improvements, renewals and replacements necessary to properly operate the system. The Division has established and maintained these accounts, and at December 31, 1997, the cash and cash equivalent balances in the debt service account, the debt service reserve account and the renewal and replacement account were $474,328, $1,154,687 and $863,588, respectively. The account balance in the debt service reserve and renewal and replacement accounts exceed the minimum requirements of the bond indenture. The account balance in the debt service account is less than the minimum requirements of the bond indenture. 
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Note 8 - GENERAL LONG-TERM OBLIGATIONS (Continued) c) Proprietary Fund Types - The Division (Continued) Revenue Bonds (Continued) 

Exhibit G (Continued) 

A schedule of annual debt service requirements for both the public improvement and general obligation bonds and the revenue bonds for each of the next five years is as follows: 
1998 1999 2000 2001 2002 2003-2011 Totals Customer Deposits 

$ 1,241,000 1,126,000 1,166,000 1,201,000 1,255,000 5.135.000 

$ 581,840 $ 1,822,840 523,298 1,649,298 465,995 1,631,995 405,314 1,606,314 341,018 1,596,018 860.691 5.995.691 

The Division has used funds from the Customer Meter Deposit Fund to pay operating expenses and capital improvements. At December 31, 1997, the customer meter deposits cash account had a balance of$150,896 and the customer meter deposits liability was $1,088,654. d) Home Mortgage Authority The net proceeds obtained from the 1979 and 1980 bond issues were used to establish funds authorized by the Bond Trust Indentures and to purchase eligible mortgage loans secured by first mortgage liens on single family owner-occupied residences from qualified mortgage lenders accepted for participation in the programs by the Authority. 



Note 8 - GENERAL LONG-TERM OBLIGATIONS (Continued) d) Home Mortgage Authority (Continued) Bonds Payable 

Exhibit G (Continued) 

On June 1, 1992, the Home Mortgage Authority issued $11,255,000 in Single Family Mortgage Refunding Bonds, $200,000 (maturity amount) in Single Family Mortgage Refunding Bonds, $3,000,000 (maturity amount) in Single Family Mortgage Revenue Bonds, and $2,130,000 in Single Family Mortgage Refunding Bonds to advance refund $16,470,000 of outstanding 1979 Series bonds with interest rates of 5.87% to 7.5%. The net proceeds of $13,795,143 (after $1,621,319 in underwriting fees, trustee costs, and cash requirements) plus an additional $4,294,455 of 1979 reserve fund money, loan proceeds and accrued interest were used to purchase Government securities. Those securities were deposited into an irrevocable trust with an escrow agent to provide for all future debt service payments on the 1979 Series Bonds. As a result, the 1979 bonds are considered defeased and the liability for those bonds was removed from the general purpose financial statements as of March 31, 1993. At March 31, 1998, $13,960,000 of the defeased bonds are still outstanding. The Bond Trust Indentures provide that bond principal and interest are secured by pledges of all mortgage loans acquired, all revenues and collections with respect to such loans, and all funds established by the Authority, together with all of the proceeds generated therefrom. Outstanding bonds payable are due on a term and serial basis and bear interest at rates as follows: Single Family Mortgage Revenue Bonds: 1992 program Series C, zero coupon, due 2014 at maturity value of $3,000,000, discounted to yield approximately 7.65%, unamortized discount was $2,115,761 at March 31, 1998 $ 884,239 
Single Family Mortgage Refunding Bonds 1991 program, due 1994-2012, 8% 1,794,426 1992 program Series B-l, due 2011, 7.5%-stated rate, discounted to yield approximately 7.84%, unamortized discount was $34,791 at March 3 l, 1998 762,173 
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Note 8 - GENERAL LONG-TERM OBLIGATIONS (Continued) d) Home Mortgage Authority (Continued) Bonds Payable (Continued) 1992 program Series B-2, zero coupon, due 2014 at maturity value of $200,000, discounted to yield approximately 9.25%, unamortized discount was $154,080 at March 31, 1998 Total 

Exhibit G (Continued) 

45,920 $3.486.7 It is not possible to project the bond principal payments for the 1991 and 1992 Series B-1 issue for the next five years due to the required redemption procedures of the Trust Indentures. The Indenture of the 1991 issue requires monies remaining in the Collection Account of the 1991 issue will pay principal of the bonds after the following payments are satisfied: 1) payment to the Rebate Account in an amount equal to the excess nonmortgage earnings, 2) payment of all interest due and payable with respect to any overdue bonds and any principal of such overdue bonds, 3) payment of interest due and payable on any bonds which are not overdue; 
4) payment to the Debt Service Reserve Account (if necessary) to maintain the reserve requirement; 
5) payment 1o the Revenue Account an amount equal to 1/12 of.55% per annum of the aggregate principal amount of outstanding bonds. 
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Note 8 - GENERAL LONG-TERM OBLIGATIONS (Continued) 
d) Home Mortgage Authority (Continued) Bonds Payable (Continued) The Indenture of the 1992 Series B-1 Fund Account of the 1992 Series B-1 following payments are satisfied: 

Exhibit G (Continued) 

issue requires monies remaining in the Bond issue will pay principal of the bonds after the 
1) payment of all interest due and payable with respect to any overdue bonds; 2) payment of any installments of interest then due and payable on any bonds which are not overdue; 3) payment to the Expense Account an amount sufficient to maintain a balance of $15,000 therein. The 1992 Series C bonds are callable at the option of the issuer on any date on or after June 1, 2002 at the following redemption prices expressed as percentages of the aecreted value of the bonds as of the date of redemption: 
June 1, 2002 through May 31, 2003 June 1, 2003 through May 31, 2004 June 1, 2004 through May 31, 2005 June I, 2005 and thereafter 

Redemption Prices 03% 02% 01% 00% 
Note 9 - INTERFUND PAYABLES, RECEIVABLES AND INTERFUND TRANSFERS 



 
Exhibit G (Continued) 

Note 9- INTERFUND PAYABLES, RECEIVABLES AND INTERFUND TRANSFERS (Continued) 
General Fund Special Revenue Funds Debt Service Funds Capital Projects Funds Enterprise Fund Internal Service Fund Totals 

Interfimd Rcccivable~ $ 494,754 107,077 161,336 1,608,169 
3,388,722 

Inter fund Payables $1,175,353 3,022,708 131,600 485,834 722,220 222.343 
During the course of the operations, the numerous transactions occur between individual funds for goods provided or services rendered. These transactions are classified as other financing sources (uses) operating transfers in and out on the Combined Statement of Revenues, Expenditures, and Changes in Fund Balance. The following balances represent the internal transfers at December 31, 1997: 

Funds General Fund Special Revenue Funds Debt Service Funds Capital Projects Funds Internal Service Fund Totals 

Operating Operating 
$ 402,091 9,448,409 804,300 2,750,375 

$11,847,144 161,333 358,698 1.038.000 

Note 10 - LITIGATION At December 31, 1997, the parish government is a defendant in a lawsuit in which an unfavorable judgment has been rendered. In April 1998 the Supreme Court of Louisiana rendered an opinion on a case with similar circumstances which may adversely affect the 



Note 10 - LITIGATION (Continued) 
Exhibit G (Continued) 

legal position of the Parish during the appeals process. Accordingly, an estimated claim payable has been recorded in the General Fund at December 31, 1997 in the amount of $400,000. Along with the previously discussed litigation the parish government is a defendant in other lawsuits seeking damages which could not be quantified. These lawsuits are in various stages of resolution and their outcome cannot be presently determined. Accordingly, no provision for any liability that may result has been made in these general purpose financial statements. The Parish Government estimates exposures for these claims to range from $10,000 to $850,000. These claims occurred prior to 1992, when the Parish began its self insurance program. Some of the claims are covered whole or in part by insurance. No provision for any liability that may result from these claims has been made at December 31, 1997 in these general purpose financial statements. The St. Bernard Parish Government Department of Public Works Water and Sewer Division is involved in vaIlous claims for alleged negligence. The exposure to the orgam7ation is estimated to be approximately $56,772. The estimated claims liability is computed based on information received from the insurance company. The claims liability of $56,772 at December 31, 1997 is presented at current value and has not been discounted. 
Note 11 - FOOD STAMP PROGRAM - GOVERNMENTAL FUNDS The Food Stamp Program is operated by the parish government under an agreement with the Louisiana Department of Social Services. Under this program the parish government is responsible for the issuance of food stamps to eligible participants in the parish. The value of food stamps on hand, received and issued is not recorded in the general purpose financial statements. Effective September 30, 1997 the Food Stamp Program was discontinued. Eligible participants receive their benefits through the use of a Louisiana Purchase card. 
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Note 13 - EMPLOYEE RETIREMENT SYSTEMS (Continued) a) Parochial Employees' Retirement System 

Exhibit G (Continued) 

Plan Description - The Parish contributes to Plan A of the Parochial Employees' Retirement System of Louisiana (the System), cost-sharing multiple-employer defined benefit public employee retirement system (PERS), which is controlled and administered by a separate Board of Trustees. The System provides retirement, deferred and disability benefits, survivor's benefits and cost of living adjustments to plan members and beneficiaries. Act 205 of the 1952 Louisiana Legislative Session established the plan. The System is governed by Louisiana Revmed Statutes 11:1901 through 11:2015, specifically, and other general laws of the State of Louisiana. The System issues a publicly available financial report that includes financial statements and required supplementary information for the System. That report may be obtained by writing to Parochial Employees' Retirement System of Louisiana, P.O. Box 14619, Baton Rouge, Louisiana 70898-4619. Funding Policy - Plan members are required to contribute 9.5% of their annual- covered salary and the Parish is required to contribute at an actuarially determined rate. The current rate is 7.75% of annual payroll. The contribution requirements of plan members and the Parish are established and may be amended by state statute. The Parish's contributions to the System for the years ended December 31, 1997, 1996 and 1995 were $361,988, $330,840 and $411,133, respectively, equal to the required contributions for each year. 
b) Firefighters' Retirement System Plan Description - The Parish contributes to the Firefighters' Retirement System of Louisiana (the System), a cost-sharing multiple-employer defined benefit public retirement system, which is controlled and administered by a separate Board of Trustees. The System provides retirement, deferred and disability benefits, survivor's benefits and cost of living adjustments to plan and members and beneficiaries. Act 434 of the 1979 Louisiana Legislative Session established the plan. The System is Governed by Louisiana Revised Statutes 11:2251 through 11:2269, specifically, and other general laws of the State of Louisiana. The System issues a publicly available financial report that includes financial statements and required supplementary information for the System. That report may be obtained by writing to Firefighters' Retirement System of Louisiana, 2051 Silverside Drive, Suite 210, Baton Rouge, Louisiana 70808-4136. 



 



Note 14 - SUPPLEMENTAL PAY 
Exhibit G (Continued) 

In addition to the compensation paid to St. Bernard Parish Government's employees, employees who are firemen, may be eligible to receive supplemental pay. Each type of employee is governed by their particular revised statute. The amount of the compensation is determined by State Law and is revised periodically. As per Louisiana Revised Statute 33:2002, any full-time, regular employee of the parish fire protection district who is hired after March 31, 1986 and who has passed a certified firemen's training program equal to the National Fire Protection Assoctation Standard 1001 and who is paid three hundred dollars per month from public funds is eligible for supplemental pay. These full-time employees are carried on the payroll paid from funds of the parish obtained through lawfully adopted bond issues or lawfully assessed taxes, either directly or through a board or commission set up by law or ordinance. Employees employed by the fire districts are not eligible for supplemental pay if they are.presently drawing a retirement or disability pension, clerical employees and mechanics and for those employees who have not passed a certified firemen's training program but are hired after March 31, 1986. State supplemental pay for fire fighters must be taken into account in calculating fire fighters longevity pay, holiday pay, and overtime pay. The period of service for computing additional compensation includes prior service of employees who have returned or who hereafter return to such service provided that service in any parish or fire protection district fire department shall be used in computing such prior service which includes full-time employees of a volunteer fire department. 
As of December 31, 1997, the Parish has recognized $344,359 in revenues (other state funds) and expenditures (salary supplements) that the State of Louisiana has paid directly to the Parish's employees. 

Note 15 - RESERVED AND DESIGNATED FUND BALANCES/RETAINED EARNINGS Use of the term "reserve" in describing fund balances/retained earnings indicates that a portion of the fund balances/retained earnings is not available for expenditure in the next period or is legally restricted for a specific future use. The nature and purpose of these reserves are explained below. 
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Exhibit G (Continued) 

Note 15 - RESERVED AND DESIGNATED FUND BALANCES/RETAINED EARNINGS (Continued) b) Proprietary Funds - The Division - Reserved Retained Earnings (Continued) 
Reserve for Capital Renewal and Replacement (Continued) monthly to the reserve account from revenues in an amount equal to 5% of the prior month's operating expenses.) In addition, net assets acquired with commission funds are included in the reserve per board resolution. The reserved retained earnings are $7,205,819 at December 31, 1997. Reserve for Construction 
The reserve for construction was established in accordance with bond requirements and commission resolution. The reserved funds pay lbr construction projects required by the United States Environmental Protection Agency. The commission also irrevocably pledges money held in this reserve to the bond holders as additional security for the bonds. Upon completion of the projects, any remaining funds will be reserved for debt service to satisfy any deficiency in funds needed to pay principal and interest on the $10,650,000 bond issue dated August 1, 1986 and principal and interest on the $1,350,000 bond issue dated December 1, 1991 and principal and interest on the $7,950,000 bond issue dated April 11, 1994. In addition, the construction projects are capitalized when completed and included in the reserve and the long-term portion of the 1986, 1991 and 1994 revenue bonds payable to reduce the reserve. The reserved retained earnings are $1,622,258 at December 31, 1997. Reserve for Debt Service 
The reserve for debt service consists of two accounts. 1) The debt service account accumulates money from the net utilities revenues for the payment of interest and principal on the 1986, 1991 and 1994 revenue bond. 2) The debt service reserve account accumulates interest on the $1,111,165 of bond proceeds set aside for the benefit of bond holders. In addition, the related 1986, 1991 and 1994 bond principal and accrued interest reduces the reserve. As of December 31, 1997, the reserved retained earnings deficit was $(347,391). 
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Exhibit G (Continued) 

Note 15 - RESERVED AND DESIGNATED FUND BALANCES/RETAINED EARNINGS (Continued) b) Proprietary Funds - The Division - Reserved Retained Earnings (Continued) Reserve for Debt Service (Continued) The components of the reserve accounts are as follows 

Assets Cash and cash equivalents Property, plant and equipment and bond issuance cost - net Total assets Liabilities Current portion of bonds payable Accrued interest payable Lease payable Long-term 1991 and 1994 revenue bonds payable Total liabilities Contributed Capital Reserved Retained Earnings 
Note 16 - 

Reserve For Capital Reserve Reserve Renewal and For For Debt Replacement Construction Servic~ Total $ 863,588 $ $1,629,015 $ 2,492,603 6.353.683 7.217.271 
11,452 
11.452 

16,542,678 16.542.678 

6.353.835 6.353.835 
8,566,585 

1.629.015 695,000 170,241 
1.111.165 1.976.406 

~ 22.896.361 25,388,964 695,000 170,241 11,452 
7,465.000 8.341.693 

HEALTH CARE AND LIFE INSURANCE BENEFITS - PROPRIETARY FUNDS The Division provides certain continuing health care insurance benefits for its retired employees. Substantially all of the Division's employees become eligible for these benefits if they reach normal retirement age while working for the Division. As of the year end, 17 retirees were eligible and receiving benefits. These benefits for retirees and 
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Exhibit G (Continued) 

Note 16- POSTRETIREMENT HEALTH CARE AND LIFE INSURANCE BENEFITS - PROPRIETARY FUNDS (Continued) similar benefits for active employees are provided through an insurance company whose monthly premiums are paid jointly by the employee and the Division. Retirees and active employees are responsible for dependent coverage costs. The Division reimburses the first $20,000 of validated claims for medical and hospitalization costs incurred by pre-Medicare retirees and their dependents. Expenditures for postretirement health care benefits are recognized as retirees report claims and include a provision for estimated claims incurred but not yet reported to the Division. During the year, expenses of approximately $49,387 were recognized for postretirement health care. 
Note 17 - SELF INSURANCE Enterprise Funds The St. Bernard Parish Government Department of Public Works Water and Sewer Division is self-insured for hospitalization claims up to approximately $20,000 per employee or an aggregate of approximately $230,884 per year. The excess is insured under an insurance policy. The fund is administered by an independent insurance service company. The estimated claims liability is computed based on information received from the administrator of the plan. The following represents a reconciliation of total claims liability: 1997 1996 1995 Claims liability at beginning of year Less claims paid during the year Plus claims incurred Claims liability at end of year 

$ 40,587 $ 41,634 $ 40,846 (320,624) 340.141 (406,558) 405,511 (233,394) 234,182 
The claims liability at December 31, 1997 is presented at current value and has not been discounted. 
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Note 17 - SELF INSURANCE (Continued) Enterprise Funds (Continued) 

Exhibit G (Continued) 

Effective February 1, 1997, the Division established a insurance fund for their workman's compensation, unemployment compensation, general and automobile liability. The division is self insured for claims up to $250,000 per occurrence. They have an insurance policy for claims between $250,000 and $5,000,000 per occurrence. This policy has a 20% coinsurance clause with a maximum liability to the division of $1,000,000. The fund is administered by a independent insurance service company. 
Estimated claims liability related to the current year's general liability, auto and workers compensation was determined by using the average annual claims expense incurred for each type of coverage. The following represents a reconciliation of total claims liability Claims liability at January 1, 1997 $ Claims paid during 1997 (63,532) Plus provision for incurred claims 86,858 Claims liability at December 31, 1997 $ 23.32__66 Internal Service Fund The parish government established a self-insurance fund for their workman's compensation, unemployment compensation, general and automobile liability for all funds of the Parish except for the Enterprise Fund - Water and Sewer Division. The parish government is self insured for claims up to $250,000 per occurrence. The government has an insurance policy for claims between $250,000 and $5,000,000 per occurrence. This policy has a 20% coinsurance clause with a maximum liability to the parish of $1,000,000. The fund is administered by an independent insurance service company. The estimated claims liability related to prior years' workers compensation claims are computed by subtracting paid claims from the reserves previously set up to arrive at "remaining reserves" and then "developing" that number based on factors determined by the third party administrator using historical data. 
The estimated claims liability related to prior years' general liability and auto claims was estimated by the Parish's legal department based on a claim by claim evaluation to determine the potential loss. 



Note 17 - SELF INSURANCE (Continued) Internal Service Fund (Continued) 

Exhibit G (Continued) 

Estimated claims liability related to the current year's general liability, auto and workers compensation was deteJ~ined by using the average annual claims expense incurred for each type of coverage based on the fund's history. The following represents a reconciliation of total claims liability 
Claims liability at beginning of year Less claims paid during the year Plus provision for incurred claims Claims liability at end of year 

$1,889,593 $1,237,381 $1,237,381 (779,203) (224,327) (655,156) 
765,610 876,530 655,15~ 

Note 18 - TRANSFERS - PROPRIETARY FUNDS - ST. BERNARD PARISH GOVERNMENT DEPARTMENT OF PUBLIC WORKS WATER AND SEWER DIVISION An operating transfer of $ 731,733 was made between the St. Bernard Parish Water and Sewer Division and Water District No. 1, Sewer District No. 1 and Sewer District No. 2. The transfer was made for the Division's portion ofad valorem taxes and state revenue sharing for maintenance and operations which was collected in 1997. 
Note 19 - GAIN ON DAMAGE SETTLEMENT The St. Bernard Water and Sewer Division suffered substantial damage to its Mississippi River water intake crib, fender and pipe from batture to crib in two separate tow boat accidents during 1994. The Water and Sewer Division has incurred $572,262 in costs to repair the damaged structure. The Division has recovered $364,135 from insurance 

72 



 



Note 21 - SECTION 8 HOUSING PROGRAM INVESTIGATION 
Exhibit G (Continued) 

Apparent irregularities involving the Section 8 Housing Program were discovered by the St. Bernard Parish Government during 1995. The matter was referred to the Department of Housing and Urban Development (HID) and subsequently turned over to the Federal Bureau of Invest1 gatlon for invest i gation. As a result of the investigation $139,696 of ineligible payments have been identified and must be returned to the federal program. It is the Parish Government's contention that these amounts will be paid by the individuals responsible. No payment has been requested by the Parish Government from HUD. However, individuals responsible have been court ordered to make restitution. To date $11,577 has been received by the Parish Governments as restitution. Note 22 - ADMINISTRATIVE ORDER During 1996, the St. Bernard Parish Department of Public Works Water and Sewer Division received an administrative order from the United States Environmental Protection Agency (EPA). The order stated that the Division has violated its National Pollutant Discharge Permit and the Clean Water Act. The EPA has allowed the Division a reasonable period to take corrective action to eliminate and prevent recurrence of the noncompliant discharges cited in the findings or to submit a comprehensive plan to eliminate and prevent recurrence of violations cited in findings. The Division has filed a response to the deficiencies cited in the order. The Division can be assessed up to $25,000 per day in penalties for noncompliance to the order. There have been no assessments by the EPA or penalties accrued in these general purpose financial statements. Note 23 - COMMITMENTS AND CONTINGENCIES 
The Parish Government received funding under grants from various federal and state govemmental agencies. The agency grants specify the purpose for which the grant monies are to be used; the grants are subject to audit by the granting agency or its representative. Note 24 - FEDERAL INVESTIGATION During 1997, the Division has come under investigation by a federal agency concerning its waste water disposal from its facilities. The investigation is in its initial stage. Presently, it is not possible to determine the effect of this investigation on the financial statements, if any. 
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Drainage Construction Bonds of 1967 and 1982 Fund $ 12,579 
12,579 

Capital Projects Fund 

698,780 952,569 1,651,349 

Courthouse Capital Fund $ 3,536 30.000 33,536 

Islenos Multipurpose Bldg. Fund $ 248,930 2,016 
250,946 
398 
398 

Sehedule 6 

Urban System Roadway Reconstruction Fund Total 

911 

12,579 (1,651~339) 33,536 250,548 911 
2,445,606 (354,539) (4,159) 96,769 

(354,539) 2,441,447 96,769 
208,000 
208.000 

$ 248,930 26,038 30.000 
304,968 
703,238 952.569 
1,655,807 
(1,350,839~ 
2,750,375 (358,698) 
2,391,677 

(341,960) 790,108 130,305 250,548 208,911 1,040,838 
423.848 20.854 90.063 81,888 $ 810,962 $ 220,368 $ 250,548 

89 

$ 208,911 743.550 $ 1,784,388 



 



 



 



 



 



 



Bourgeois Bennett 
REPORT ON COMPLIANCE AND ON INTERNAl 

To the St. Bernard Parish Council, Chalmette, Louisiana. 
We have audited the general purpose financial statements of the St. Bernard Parish Government (the Primary Government), State of Louisiana, as of and for the year ended December 31, 1997, and have issued our report thereon dated June 5, 1998. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States We did not audit the financial statements of the discretely presented component umt, St. Bernard Parish Home Mortgage Authority. Those financial statements were audited by other auditors and our report on internal control over financial reporting and on compliance does not include this entity. Separate reports were issued on the blended component unit, St. Bernard Parish Library and the Propriety Fund - Enterprise Fund. Compliance As part of obtaining reasonable assurance about whether the Primary Government's general purpose 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 instances of noncompliance that are required to be reported under Government Auditing Standards and which are described in the accompanying schedule of findings and questioned costs as item 97-3. 

1340 West Tunnel Blvd., Suite 430 PC) Bo, 2168 H,,,m,~ LA 70361-2168 Ph~,,L (504~ 868-0139 Fa~ (5041 879-1949 
Certified Public Accountants I Consultants A Limtted Ltabdlty Company 
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Internal Control Over Financial Reporting In planning and performing our audit, we considered the Primary Government's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the Primary Government's general purpose financial statements and not to provide assurance on the intemal control over financial reporting. However, we noted certain matters involving the internal control over financial reporting and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the intemal control over financial reporting that, in our judgement, could adversely affect the Primary Government's ability to record, process, summarize, and report financial data consistent with the assertions of management in the general purpose financial statements. Reportable conditions are described in the accompanying schedule of findings and questioned costs as items 97-1 and 97-2. 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 Primary Government's general purpose financial statements being audited may occur and not be detected withing a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, of the reportable conditions described above, we consider item 97-1 to be a material weakness. This report is intended for the information of the Administration of the St. Bemard Parish Government, the St. Bernard Parish Council, the Legislative Auditor for the State of Louisiana, and federal awarding agencies and pass-through entities. However, this report is a matter of public record, and its distribution is not limited. 

New Orleans, La., June 5, 1998. 
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Bourgeois Bennett 

ACCORDANCE WITH OMB CIRCULAR A-133 
To the St. Bernard Parish Council, Chalmette, Louisiana. Compliance 
We have audited the compliance of the St. Bernard Parish Government (the Primary Government), State of Louisiana, with the types of compliance requirements described in the U,S, Office of Management and Budget (OMB) Circular A- 133 Compliance Suoplement that are applicable to each of its major federal programs for the year ended December 31, 1997. The Primary Government's major federal programs are identified in the summary of auditor's results section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs is the responsibility of the Primary Government's management. Our responsibility is to express an opinion on the Primary Government's compliance based on our audit. 
We conducted our audit of compliance in accordance with generally accepted auditing standards; the standards applicable to financial audits contained in issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, ocal Governments. andNon-Profit Organizations. Those standards and OMB Circular A- 133 require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about the Primary Government's compliance with those requirements and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of the Primary Government's compliance with those requirements. 

1340 WescTunnel Bird,, Suite 430 PO. Box 216fi Houma, LA 70361-2168 Phone (504) 868-0139 Fax (504) 879-1949 
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As described in items 97-6, through 97-9 in the accompanying schedule of findings and questioned costs, the Primary Government did not comply with requirements regarding allo~able costs/costs principles, equipment and real property management, procurement, suspension and debarment, and reporting that are applicable to its Section 8 Rental Voucher Program and Certificate Program and Job Training Partnership Act programs. Compliance with such requirements is necessary, in our opinion, for the Primary Government to comply with the requirements applicable to the programs. 
In our opinion, except for the noncompliance described in the preceding paragraph, the Primary Government complied, in all material respects, with the requirements referred to above that are applicable to each of its major federal programs for the year ended December 31, 1997. Internal Control Over Compliance The management of the Primary Government is responsible for establishing and maintaining effective internal control over compliance with requirements of laws, regulations, contracts, and grants applicable to federal programs. In planning and performing our audit, we considered the Primary Government's internal control over compliance with requirements that could have a direct and material effect on a major federal program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on the internal control over compliance in accordance with OMB Circular A-133. We noted certain matters involving the internal control over compliance and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over compliance that, in our judgement, could adversely affect the Primary Government's ability to administer a major federal program in accordance with the applicable requirements of laws, regulations, contracts, and grants. Reportable conditions are described in the accompanying schedule of findings and questioned costs as items 97-4 and 97-5. 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 noncompliance with applicable requirements of laws, regulations, contracts, and grants that would be material in relauon to a major federal program being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideratmn of the internal control over compliance would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, of the reportable conditions described above, we considered item 97-4 to be a material weakness. 
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Federal Grantor/Pass Through Grantor/ Program or Cluster Title 
U.S. Department of Labor Passed through Louisiana Department of Labor: Job Training Partnership Act - Title II-A Job Training Partnership Act - Title II-B Job Training Partnership Act - Title II-C Job Training Partnership Act - Title III-F Job Training Partnership Act - 6% Job Training Partnership Act - 5% JobNET, One-Stop Career Center School to Work/Out of School 
Passed through Louisiana Department of Education Job Training Partnership Act - 8% 
Total U.S. Department of Labor U.S. Department of Transportation Direct program - FTA Operating/Capital Grant U.S. Department of Health and Human Services Passed through Louisiana Department of Social Services Office of Community Services: Low Income Home Energy Assistance Program Weatherization Assistance Program 

Office of Family Support: Family Independence Work Program 
Passed through Louisiana Department of Labor Community Services Block Grant Total U.S. Department of Health and Human Services 
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Federal CFDA Federal Number Expenditure 
17.250 17.250 17.250 17.246 17.250 17.250 17.250 17.250 

708,684 514,830 480,083 782,598 20,963 27,600 t01,850 9,800 2,646,408 
17.250 80.432 

2,726,840 
20.507 356,484 

93.568 93.568 62,924 11.979 74.903 
93.561 178.330 
93.569 109.988 363.221 



 



 



 



Section I Summary of Auditor's Results (Continued) c) Identification of Major Programs CFDA Number(A) 10.551 
14.855 14.857 17.246 17.250 20.507 

Food Coupon Program and Administrative Costs Section 8 Rental Voucher Program Section 8 Rental Certificate Program Job Training Partnership Act Program Job Training Partnership Act Programs FTA Operating/Capital Grant Dollar threshold used to distinguish between Type A and Type B programs: $300,000 Auditee qualified as a low-risk auditee? __ yes X no Section II Financial Statement Findings 
Internal Control 97-1 Criteria - There should be a segregation of duties for the review of invoices, coding invoices, processing invoices for payment and having checks signed. Condition - One person is responsible for reviewing invoices, coding invoices to various programs, processing invoices for payment, having checks signed by a check-signing machine, and requesting funds from governmental agency for payment of invoices. On occasion, the person who is responsible for reconciling bank statements and posting receipts and disbursements to the general ledger performs the previously mentioned duties. Questioned Costs - None noted. Context - This condition was reported in the previous audit. 
Effect - The possibility of fraud or collusion exists Cause - There is a limited number of personnel available to handle different functions 
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Section II Financial Statement Findings (Continued) Internal Control (Continued) 
97-1 (Continued) Recommendation - The Primary Government should assign someone independent of the review, approval and processing of cash disbursements to receive the bank statements unopened and review the canceled checks and statements for unusual items. We understand that this recommendation from the previous audit is being followed but not on a consistent basis. Views of responsible officials of the auditee when there is disagreement with the finding, to the extent practical - None. 97-2 Criteria - There should be a reconciliation of federal reports filed with the granting agency and the general ledger. Condition - The year-end reports were not reconciled to the general ledger Questioned Costs - None noted Context - This condition was reported in the previous audit. Effect - Erroneous reports submitted to funding agencies 
Cause - There was no reconciliation between federal reports and general ledgers Recommendations - The Accounting Department should review all completed federal reports to ensure reconciliation between report and general ledger. Views of responsible officials of the auditee when there is disagreement with the finding, to the extent practical - None. 

Compliance 97-3 Criteria - The Louisiana Budget Act, Louisiana Revised Statue 39:1310, requires that the Primary Government amend their budget when total revenue and other sources are failing to meet budgeted revenues and other sources by 5% or more or total expenditures and other uses are exceeding budgeted expenditures and their uses by 5% or more. 
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Section II Financial Statement Findings (Continued) Compliance (Continued) 97-3 (Continued) Condition - Several instances were noted where revenues and other sources fell by more than 5% of projected revenues and where expenditures and other uses exceeded the projected budget by 5% or more. Questioned Costs - None noted. Context - This condition was reported in the previous audit Effect - The Primary Government is in violation of Louisiana statues Cause - The Primary Government did not comply with the requirements of state law Recommendation - The Primary Government should provide the requirements of the Louisiana Budget Act to all responsible parties and instill the importance of complying with all aspects of the law. Views of responsible officials of the auditee when there is disagreement with the finding, to the extent practical - None. 
Section III Federal Award Findings and Questioned Cost Internal Control 97-4 Federal Program and Specific Federal Award Identification - CFDA Title: Job Training Partnership Act, CFDA Numbers: 17.246, 17.250 

Criteria - There should be a proper segregation of duties for the review of invoices, coding invoices, processing invoices for payment and having checks signed. Condition - One person is responsible for reviewing invoices, coding invoices to various programs, processing invoices for payment, having checks signed by a check-signing machine, and requesting funds from governmental agency for payment of invoices. On occasion, the person who is responsible for reconciling bank statements and posting receipts and disbursements to the general ledger performs the previously mentioned duties. 
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Section III Federal Award Findings and Questioned Cost (Continued) Internal Control (Continued) 
97-4 (Continued) Questioned Costs - None noted Context - This condition was reported in the previous audit 
Effect - The possibility of fraud or collusion exists Cause - There is a limited number of personnel available to handle different federal functions. Recommendations - The First Planning District (which administers the JTPA programs) should assign someone independent of the review, approval and processing of cash disbursements to receive the bank statements unopened and review the canceled checks and statements for unusual items. We understand that this recommendation from the previous audit is being followed but not on a consistent basis. Views of responsible officials of the auditee when there is disagreement with the finding, to the extent practical - None. 97-5 Federal Program and Specific Federal Award Identification - CFDA Title: Family Day Care Home Program, CFDA Number: 10.558, CFDA Title: Community Service Block Grant, CFDA Number: 93.569, CFDA Title: Section 8 Rental Certificate Program, CFDA Number: 14.857 Criteria - Reports submitted to federal awarding agency for reimbursement should include all activity of the reporting period, be supported by underlying accounting or performance records, and are fairly presented in accordance with program requirements. Condition - The year-end close out reports were submitted, however, the reports did not reconcile to the financial records. Questioned Costs - None noted. Context - The finding is an ongoing problem. Effect - The funding agencies are receiving erroneous information which could affect future funding. 
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Section III Federal Award Findings and Questioned Cost (Continued) Internal Control (Continued) 
97-5 (Continued) Cause - There is no reconciliation between the federal reports and the general ledgers Recommendations - The Primary Govemment should establish separate fund accounts for each of the various programs administered by the Human Resources Department. The persons responsible for the preparation of reports for federal agencies or pass- through agencies should coordinate the results with the Finance Department before submission. Views of responsible officials of the auditee when there is disagreement with the finding, to the extent practical - None. Compliance 
97-6 Federal Program and Specific Federal Award Identification - CFDA Title: Family Day Care Home Program, CFDA Number: 10.558, CFDA Title: Community Services Block Grant, CFDA Number: 93.569 Criteria - Certain provisions of the Office of Management and Budget (OMB) A-87, (A-87) require various documentation to be complied with regarding direct billed services such as self-insurance premiums 
Condition - The Primary Government has not complied with the documentation and certification requirements of A-87 as it relates to federal programs. 
Questioned Costs - Allocation to these programs amounted to $39,224 Context - This finding was noted in the previous audit. Effect - Funding for these programs could be jeopardized by not following requirements of A-87. Cause - The Primary Government has not complied with the requirements of A-87 Recommendations -The Primary Government should comply with the documentation requirements of A-87 with respect to self-insurance fund as follows: 

109 



Section III Federal Award Findings and Questioned Cost (Continued) 
Compliance (Continued) 97-6 (Continued) Recommendations (Continued) ~ There should be fund financial statements which include a balance sheet and statement of revenues and expenses. ~ A summary of billings and claims paid by each participating fund. ~ A listing of all non-operating transfers into and out of the fund 
~ A listing of the types of risk covered by the fund (e.g., automobile liability, workers compensation, etc.). ~ A description of how premiums are calculated to be charged to participating funds. ~ There should be certification by the responsible govemment official that billing from the self-insurance fund are in accordance with OMB Circular A-87. Views of responsible officials of the auditee when there is disagreement with the finding, to the extent practical - None 

97-7 Federal Program and Specific Federal Award Identification - CFDA Title: Job Training Partnership Act (JobNET program), CFDA Number: 17.250 Criteria - Provisions of A-87 require the proper recording of equipment acquired with federal funds. Condition - Inventory records for the purchase of equipment in the JobNET program do not agree with the amounts listed in the financial records. 
Questioned Costs - None noted Context - The finding is an isolated incident. The inventory records of purchases of equipment in other JTPA programs agree with the financial records. Effect - Inventory records are incomplete, a violation of A-87 
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Section III Federal Award Findings and Questioned Cost (Continued) 
Compliance (Continued) 97-7 (Continued) Cause - The client has not had the opportunity to record the equipment purchased with federal funds. Recommendations - The fixed asset inventory records should be updated to record the equipment purchased and the property control specialist should maintain proper records to comply with A-87. Views of responsible officials of the auditee when there is disagreement with the finding, to the extent practical - None. 97-8 Federal Program And Specific Federal Award Identification - CFDA Title: Job Training Partnership Act (JTPA), CFDA Number: 17.250 Criteria - Draw down of federal cash is only for immediate needs and limits payments to subrecipients for immediate cash needs. Condition - Funds requested and received in JTPA II-A program were in excess of requirements. 
Questioned Costs - None noted Context - The excess funds in JTPA II-A provided funding for cost reimbursement contracts in other JTPA programs. 
Effect - The First Planning District is in violation of their contract and could jeopardize future participation in the JTPA II-A program. Cause - The First Planning District does not have any funding from the Primary Government to operate cost reimbursement programs. Recommendations - The Primary Government should provide the First Planning District sufficient funding to operate the cost reimbursement programs. Views of responsible officials of the auditee when there is disagreement with the finding, to the extent practical - None. 



Section III Federal Award Findings and Questioned Cost (Continued) Compliance (Continued) 97-9 Federal Program and Specific Federal Award Identification - CFDA Title: Family Day Care Home Program, CFDA Number: 10.558, CFDA Title: Weatherization Assistance Program, CFDA Number: 93.568, CFDA Title: Community Service Block Grant, CFDA Number: 93.569 Criteria - Provisions of A-87 regulating the documentation of salaries and wages for employees who work on more than one federal program require personnel activity reports (time sheets) which meet the following standards: a) Must reflect an after-the-fact distribution of the actual activity of each employee. b) Must account for the total activity for which the employee is compensated. c) Must be prepared at least monthly and must coincide with one or more pay periods. d) Must be signed by the employee. Condition - Records are not available to support allocation of salary and wagcs for the Human Resources Department. 
Questioned Costs - The salary and wages allocated to the above programs amounted to $105,006. Context - The over~ight agency for the Section 8 programs, the Department of Housing and Urban Development, has approved the allocation of wages to their programs since the HUD funding is for reimbursement of rental assistance and utility allowances paid to landlords and tenants. 
Effect - Funding for the other federally financed programs could be jeopardized by not following the requirements of A-87. Cause - The Primary Government has not complied with the requirements of A-87 Recommendations - The Primary Government should implement a policy requiring all federal program mangers to maintain compliance with the applicable sections of A-87 with respect to the documentation of services and wages. Views of responsible officials of the auditee when there is disagreement with the finding, to the extent practical - None. 
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St. Bernard Parish Government For the year ended December 31, 1997 

Section I - Internal Control and Compliance Material to the Primary Government's General Purpose Financial Statements Internal Control 96-1 Recommendation - The First Planning District should have assigned someone independent of the review, approval and processing of cash disbursements receive the unopened bank statements and review the canceled checks and statements for unusual items. Managcment's Response - Unresolved, see finding 97-1 in the accompanying schedule of findings and questioned costs. 96-2 Recommendation - The Accounting Department should have reconciled to the general ledger so as not to jeopardize funding of the various programs. Management's Response - Unresolved, see finding 97-2 in the accompanying schedule of findings and questioned costs. Compliance 96-3 Recommendation - The Primary Government should have provided the requirements of the Louisiana Budget Act to all responsible parties and instill the importance of complying with all aspects of the law. Management's Response - Unresolved, see finding 97-3 in the accompanying Schedule of Findings and Questioned Costs. 
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Section II - Internal Control and Compliance Material to Federal Awards Internal Control 96-4 Recommendation - The First Planning District should have assigned someone independent of the review, approval and processing of cash disbursements receive the bank statements unopened and review the canceled checks and statements for unusual items. Management's Response - Unresolved, see finding 97-4 in the accompanying schedule of findings and questioned costs. 96-5 Recommendation - The Accounting Department should reconciled reports submitted to federal awarding agencies to the general ledger so as not to jeopardize funding of the various programs. 
Management's Response - Unresolved, see finding 97-2 in the accompanying schedule of findings and questioned costs. 

Compliance All Programs 96-6 Recommendation - The Primary Government should have complied with the documentation requirements of OMB Circular A-87 for direct billing of self- insurance premiums. Management's Response - Unresolved, see finding 97-6 in the accompanying schedule of findings and questioned costs. 96-7 Recommendation - The Primary Government should have complied with the documentation requirements of OMB Circular A-87 for allocating salary and wages to federal programs. Management's Response - Partially resolved, see finding 97-9 in the accompanying schedule of findings and questioned costs. 
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Section II - Internal Control and Compliance Material to Federal Awards (Continued) Compliance (Continued) 
All Programs (Continued) 96-8 Recommendation - Fixed assets purchases should have been included by the Accounting Department in the listing of the First Planning District, detailing the funding source, cost, date purchased and asset description in accordance with the provisions of OMB Circular A-87. 
Management's Response - Unresolved, see finding 97-7 in the accompanying schedule of findings and questioned costs. Section 8 Rent Subsidy 

96-9 Recommendation - All tenant files are to be reviewed by responsible personnel during the annual recertification process for required documents and tenant and landlord allowances be reviewed for accuracy. Management's Response - Resolved, the parish govemment has assigned an internal auditor to perform procedures that would eliminate the majority of these types of errors. 96-10 Recommendation - Proper documentation are to be maintained by responsible personnel for the preparation of reports projecting estimates in housing assistance payments and tenant rental payments. Management's Response - Resolved, the parish government has been following the procedures prescribed by the federal program to estimate the annual cash needs which resulted in excess cash on hand at year end. 
Section 8 Housing Vouchers 96-11 Recommendation - All tenant files are to be reviewed by responsible personnel during the annual recertification process for required documents and tenant and landlord allowances be reviewed for accuracy. Management's Response - Resolved, the parish govemment has assigned an internal auditor to perform procedures that would eliminate the majority of these types of errors. 
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Section III Management Letter (Continued) 96-16 Recommendation - Separate time and attendance reports should be developed for the public works department which would provide greater detail of the work performed by parish employees. This would enable the parish government to capture all cost on a project by project basis. Management's Response - Unresolved, see Management's Corrective Action Plan finding 97-10. 96-17 Recommendation - A lease should be drawn up and executed with Mobile Oil Co for lease of land to replace the original lease which expired in 1994. 
Management's Response - Resolved 
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MANAGEMENT*S CORRECTIVE ACTION PLAN 
St. Bernard Parish Government For the year ended December 31, 1997 

Section I - Internal Control and Compliance Material to the Primary Government's General Purpose Financial Statements 
Internal Control 97-1 Recommendation - The First Planning District should assign someone independent of the review, approval and processing of cash disbursements to receive the bank statements unopened and review the canceled checks and statements for unusual items. We understand that this recommendation from the previous audit is being followed but not on a consistent basis. 
Management's Corrective Action - The JTPA office has implemented a procedure for a person to review the bank statements on a monthly basis as of June 1998 as suggested by the external auditors. 97-2 Recommendations - The Accounting Department should review all completed federal reports to ensure reconciliation between the report and the general ledger. Management's Corrective Action - The Human Resource Department did experience a problem with one close out report in 1997 that was not reviewed by the Finance Department because of annual leave taken. However, a corrected report was filed and the matter was eliminated. The finance department has separate the programs into different individual funds for 1998. This will allow for more accurate record keeping for the individual programs. Compliance 

97-3 Recommendation - The Primary Government should provide the requirements of the Louisiana Budget Act to all responsible parties and instill upon them the importance of complying with all aspects of the law. 
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Section I - Internal Control and Compliance Material to the Primary Government's General Purpose Financial Statements (Continued) Compliance (Continued) 
97-3 (Continued) Management's Corrective Action - Due tot he lengthy process of amending the budget, it is very difficult for the Parish to administer amendments to the budget that occur late in the fiscal year and have them implemented prior to year-end. The Parish could amend the budget after year-end, but the only benefit to the Parish would be to remain within the 5% margin. The variances stated in Exhibit I are minor, however, the administration will make very effort to adhere to all requirements of the Louisiana Budget Act. Section II - Internal Control and Compliance Material to Federal Awards 
Internal Control 97-4 Recommendations - The First Planning District should assign someone independent of the review, approval and processing of cash disbursements to receive the bank statements unopened and review the canceled cheeks and statements for unusual items. We understand that this recommendation from the previous audit is being followed but not on a consistent basis. 
Management's Corrective Action - The JTPA office has implemented a procedure for a person to review the bank statements on a monthly basis as of June 1998 as suggested by the external auditors. 97-5 Recommendations - The Primary Government should establish separate fund accounts for each of the various programs administered by the Human Resources Department. The persons responsible for the preparation of reports for federal agencies or pass- through agencies should coordinate the results with the Finance Department before submission. Management's Corrective Action - The Human Resource Department did experience a problem with one close out report in 1997 that was not reviewed by the Finance Department because of armual leave taken. However, a corrected report was filed and the matter was eliminated. The finance department has separated the programs into different individual funds for 1998. This will allow for more accurate record keeping for the individual programs. 
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Section II - Internal Control and Compliance Material to Federal Awards (Continued) Compliance 97-6 Recommendations - The Primary Govemment should comply with the documentation requirements of A-87 with respect to self-insurance fund as follows: ~ There should be fund financial statements which include a balance sheet and statement of revenues and expenses. ~ A summary of billings and claims paid by each participating fund. ~ A listing of all non-operating transfers into an out of the fund. 
~ A listing of the types of risk covered by the fund (e.g., automobile liability, workers compensation, etc.). ~ A description of how premiums are calculated to be charged to participating funds. ~ There should be a certificate by the responsible government official that billing from the self-insurance fund are in accordance with OMB Circular A-87. Management's Corrective Action - It is the opinion of the auditors that the Parish Government should consider retaining the services of an actuary to estimate the costs associated with the insurance program. The administration has considered this suggestion and has concluded that its method of cost estimates are more than adequate (see Note 17) and that the use of an actuary would be an additional cost with little benefit. 

97-7 Recommendations - The fixed asset inventory records should be updated to record the equipment purchased and the property control specialist should maintain proper records to comply with OMB Circular A-87. Management's Corrective Action - JTPA has reconciled their inventory, fixed asset listing, and financial records as of June 1998. The audit finding has been rectified and should not occur in the future. 97-8 Recommendations - The Primary Government should provide the First Planning District sufficient funding to operate the cost reimbursement programs. 
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Section II - Internal Control and Compliance Material to Federal Awards (Continued) Compliance (Continued) 
97-8 (Continued) Management's Corrective Action - JTPA is working with all programs in an effort to receive funding in a more efficient manner. JTPA is also conferring with the Parish government to receive seed money to resolve the cash flow restrictions imposed on the programs, A decision should be made by the Parish Government by the end of 1998. 97-9 Recommendations - The Primary Government should implement a policy requiring all federal program managers to maintain compliance with the applicable sections of A-87 with respect to the documentation of salaries and wages. Management's Corrective Action - Administration has received written approval form its cognizant agent (HUD) as to its current allocation method of salaries and wages. Circular A-87 states that "Substitute system for allocating salaries and wages to Federal awards may be used in place of activity reports. These system are subject to approval if required by the cognizant agency." Based on this approval the administration feels it is compliance with the requirements of Circular A-87. Section III Management Letter 97-10 Recommendation - The Parish Government should develop separate time and attendance reports for the public works department which provides greater detail of the work performed by public works employees. Management's Corrective Action - When the new reporting model is introduced we will review the requirements and implement the needed changes 
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Bourgeois Bennett 

To the St. Bernard Parish Council, Chalmette, Louisiana. re. ~o r~ o~ c~ 
We have audited the general purpose financial statements of the St. Bemard~ansh -~ Government, State of Louisiana, as of and for the year ended December 3 I, 1997, anti,have issued our report thereon dated June 5, 1998. In planning and performing our au~ we" C considered the St. Bernard Parish Government's internal control in order to determir~.ou~ auditing procedures for the purpose of expressing an opinion on the general purpose fingt~cia~ statements and not to provide assurance on internal control. 
Reportable conditions noted during our consideration of the internal control have been reported on in a separately issued report entitled "Independent Auditors' Report on Compliance and on Internal Control Over Financial Reporting Based on an Audit of the Primary Government General Purpose Financial Statements Performed In Accordance With Government Auditing Standards." This memorandum summarizes various other matters which have come to our attention. While not involving reportable conditions, these matters do present opportunities for strengthening the internal control and improving the operating efficiency of the St. Bernard Parish Government. We have already discussed many of these comments and suggestions with various administrative personnel. We will be pleased to discuss these comments and suggestions with you in further detail at your convenience, perform any additional study of these matters, or assist you in implementing the recommendations. 

New Orleans, La., June 5, 1998. 
134O w/~t Tunnel Blvd., Suite 430 PI, B), !168 I I~, ,,,a LA 70361-2168 Ph ,- /504) 868-0139 I i (504~879-1949 

Certified Public Accountants 

I Certified Public | RO. Box 60600 AccountantslConsultantsI bJewC),lean;,kA70160-0600 A Limited Llabdtty Company H, ,,, ~ P/-.,a. Suiee 800 P.O, L 1504) 831-4949 F. (5041 83)-9093 5fi4West Seco,~d Street PO Box 120~ Thibodau~ LA 7030~ 1205 Phone (504) ~q7 52~3 



To the St. Bernard Parish Council Page 2 
General 1) During our testing of the St. Bemard Parish Government's, work order system, it was noted where the time listed on the employees time and attendance reports could not be agreed to the time listed on the work order selected for testing. It is our understanding that time and attendance reports for the public works department do not provide a detailed listing of the work performed by each employee. Currently the Government Accounting Standards Board is researching a new reporting model which will require the reporting of certain infrastructure expenditures in the general fixed asset account group of local governments. We recommend that a separate time and attendance report be developed for the public works department which provide greater detail of the work performed by parish employees. This will enable the St. Bernard Parish Government to capture all cost on a project by project basis and would allow for implementation when the new standards become effective. 
h:\...~rt gt-ltrsksb pg.vepd 


