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ndeoendent Auditor's RePort on 
BOARD OF: LEVEE COMMISSIONERS OF THE LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Violet, Louisiana 

1600 NORTI I TI liED SI'REE1 POSJ OFFICE BOX 94397 TELEPIIONE: (225) 339-3800 FACSIMILE: (225) 339-3870 

We have audited the accompanying general purpose financial statements of the Lake Borgne Basin Levee District, a component unit of the State of Louisiana, as of and for the year ended December :31, 1998, as listed in the foregoing table of contents. These financial statements are the responsibility of management of the Lake Borgne Basin Levee District. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in the 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 financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as ew~luating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the financial position of the Lake Borgne Basin Levee District as of December 31, 1998, and the results of operations for the year then ended, in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued our report dated April 27, 1999, on our consideration of the Lake Borgne Basin Levee District's internal control over financial reporting and our test of its compliance with laws and regulations. Our audit was made for the purpose of forming an opinion on the general purpose financial statements The accompanying supplemental information schedule listed in the table of contents is presented for the purpose of additional analysis and is not a required part of the general purpose financial statements of the Lake Borgne Basin Levee District. Such 



LEGISLATIVE AUDITOR 
LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Audit Report, December 31, 1998 
information has been subjected to the procedures applied in the audit of the financia statements and, in our opinion, is fairly stated in all material respects in relation to the genera purpose financial statements taken as a whole. The Year ;!000 supplementary information on page 21 is not a required part of the basic financial statements but is supplementary information required by the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of management regarding the methods of measurement and presentation of the supplementary information. However, we did not audit the information and do not express an opinion on it. In addition, we do not provide assurance that the Lake Borgne Basin Levee District is or will become Year 2000 compliant, that the Lake Borgne Basin Levee District's Year 2000 remediation efforts will be successful in whole or in part, or that parties with which the Lake Borgne Basin Levee District does business are or will become Year 2000 compliant. 

JES:LWM:RCL:ss 
Daniel G. Kyle, CPA, CFE Legislative Auditor 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA ALL FUND TYPES AND ACCOUNT GROUPS 
Balance Stleet, December 31, 1998 

ASSETS AND OTHER DEBITS Assets: Cash (note 2) Receivables (note 3) ]nterfund receivables (note 13) ~nventory (note f-G) Fixed assets (note 4) Other debits: Amount available in debt service funds Amount to be provided for retirement el general ~ong-term obligations TOTAL ASSETS AND OTHER DEBITS LIABILITIES, EQUITY, AND OTHER CREDITS Liabilities: Payables (ni)te 9) Interfund payables (note 13) Deductions from ad valorem tax payable - retirement systems Accrued for compensated absences (note 7) Bonds payable (note 10) Total Liabilities Equity and Other Credits: Investment in general fixed assets Fund balances: Reserved (note 12) Unreserved - undesignated Total Equity and Other Credits TOTAL. LIABILITIES, EQUITY AND OTHER CREDITS 

GOVERNMENTALFUNDS 
GENERAL FUND 
$2,397,079 1,682,684 12.247 20,973 

$4,112,983 
$56,952 

BOND REFERENDUM DEBT CAPITAL SERVICE PROJECTS FUND FUND 
$721,537 570.152 

$1,291,689 
$12.247 59,267 21.486 

116.219 
20,973 3,975,791 31996.764 

33.733 
1,257.956 1.257.956 

$405,239 

$405,239 

NONE 
$405,239 405.239 

$4,112,983 $1.291.689 $405.239 

The accompanying notes are an integral part of this statement 4 



 

ACCOUNTGROUPS GENERAL GENERAL F~XED LONG+TERM ASSETS OBLIGATIONS 

$27,705,413 
$27,705,413 

NONE $27,705.413 
27.705.413 
$27,705.413 

$1,257,956 4~523.982 $5,781,938 

$71,938 5,710.000 5.781.938 
NONE 
$5,761,936 

TOTAL (MEMORANDUM ONLY) 
$3,523,855 2,252,836 12,247 20,973 27,705.413 1,257,956 4.523.982 $39,297,262 
$56,952 12.247 80,753 71,938 5.710.000 5,931.890 27,705.413 1,276,929 4.381.030 33,365.372 
$39,297,262 

Statement A 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA GOVERNMI-NTAL FUNDS Statement of Revenues, Expenditures, and Changes in Fund Balances For the Year Ended December 31, 1998 

REVENUES Ad valorem ta>:es Intergovernmental revenue: State revenue sharing State grants and contracts St. Bernard Parish contracts Use of money and property - interest earnings Other Total revenues EXPENDITURES Public works: General administrative Professional services Insurance Equipment purchases Levee maintenance Pumping stations Capital outlay - public works - flood protection Deductions from ad vatorem taxes for retirement system Debt service: Principal Interest and other costs Total expendHures EXCESS OF REVENUEES OVER EXPENDITURES FUND BALANCES AT BEGINNING OF YEAR DECREASE IN INVENTORY FUND BALAIuCES AT END OF YEAR 

BOND REFERENDUM DEBT CAPITAL GENERAL SERVICE PROJECTS FUND FUND FUND 
$1,922,397 $698,083 163,000 22,115 168,580 26,984 9,572 2,285,664 
194,600 34,367 90,952 283,243 353,296 1.120.778 59,266 
2,136,502 
149,162 3,854,143 (6,541) 

21,486 360,000 312,673 694.159 
30,908 1,227,048 NONE 

$325,929 18.633 344,562 

325.600 
18,962 385,277 NONE 

Statement B 

TOTAL (MEMORANDUM ONLY) 
$2,620,480 163,000 22,115 325,929 214,197 9.572 3,355,293 
194,600 34,367 90,952 283,243 353,296 1,120,778 325,600 80.752 360,000 312.673 3,156,261 
199,032 5.467.468 

$3,996,764 $1,257,956 $405,239 $5,659,959 

The accompanying notes are an integral part of this statement. 6 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA GOVERNM|'NTAL FUNDS Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget (GAAP Basis) and Actual For the Year Ended December 31, 1998 

REVENUES Ad valorem ta~es Intergovernmental revenue: State revenue sharing State grants and contracts St. Bernard Parish contracts Use of money and property - interest earnings Other Total revenues EXPENDITURES Public works: General end administrative Professional services Insurance Equipment purchases Levee maintenance Pumping stations Bayou Dupre lock repair Capital outlay - pubtic works - flood protection Deductions from ad valorem taxes for retirement system Debt service: Principal Interest and other costs Total expenditures EXCESS (Deficiency) OF REVENUES OVER EXPENDITURES FUND BALANCE AT BEGINNING OF YEAR DECREASE IN INVENTORY FUND BALANCE AT END OF YEAR 

GENERAL FUND 
BUDGET VARIANCE FAVORABLE ACTUAL (UNFAVORABLE 
$1,823,500 $1,922,397 163,000 163,000 22.115 143,000 168,580 26,500 9,572 2.156.000 
184,300 17,400 97,000 366,900 320,300 084,100 30.000 

2.285.664 
194,600 34,367 90,952 283,243 353,296 1,120,778 

58.000 59.266 

$98,897 
22,115 25,580 (16,928 129.664 
(10,300) (16,957) 6.048 83,657 (32,996) (36,6781 30.000 

2,156,000 2,136,502 19,498 
NONE 149.162 149.162 3,750,000 3,854,143 104,143 NONE (6,541) (6,541) $3,750,000 $3,996,764 $246,764 

The accompanying notes are an integral part of this statement. 7 



DEBT SERVICE FUND 
BUDGET VARIANCE FAVORABLE ACTUAl_ (UNFAVORABLE) 
$690,000 $698,083 $8,083 
22,000 26,984 4,984 712.000 

21,000 360,000 311.000 692,000 
20,000 1,200,000 NONE 

725.067 

21,486 360,000 312.673 694.159 
30,908 1,227,048 NONE 

13.067 

(486) 
1,673) (2,159) 
10,908 27,048 NONE 

BOND REFERENDUM CAPITAL PROJECTS FUND 
BUDGET 

$275,000 
275,000 

588,000 
588,000 
(313,000) 313,000 NONE 

VARIANCE FAVORABLE 

$325,929 18,633 344,562 

325,600 
328,600 
18,962 386,277 NONE 

$50.929 18.633 69,562 

262,400 
262,400 
331,962 73,277 NONE $1,220,000 $1,257,956 $37,956 NONE $405,239 $405,239 

Statement C 



NTRODUCTION 

LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Notes to the Financial Statements As of and for the Year Ended December 31, 1998 

The Lake Borgne Basin Levee District was created by Louisiana Revised Statute (R.S.) 38:291(G). The Lake Borgne Basin Levee District is comprised of all the territory contained within the parish of St. Bernard. The levee district primarily provides flood protection for those areas contained in the district. The levee district is responsible for 60 miles of levees, 8 pumping stations, and 53 miles of drainage canals. The governing board administers the operations arid responsibilities of the levee district in accordance with the provisions of Louisiana statutes. The Board of Commissioners of the Lake Borgne Basin Levee District consist of three members appointed by the governor. The board has 34 full-time and 7 part- time employees. 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A. BASIS OF PRESENTATION The accompanying financial statements have been prepared in accordance with generally accepted accounting principles (GAAP) as applied to governmental units. The Gow,=rnmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting principles and financial reporting standards. B. REPORTING ENTITY GASB Codification Section 2100 has defined the governmental reporting entity to be the State of Louisiana. The levee district is considered a component unit of the State of Louisiana because the state exercises oversight responsibility in that the governor appoints the commissioners and public service is rendered within the state's boundaries. The accompanying statements present information only as to the transactions of the LakE, Borgne Basin Levee District, a component unit of the State of Louisiana. Annually, the State of Louisiana issues general purpose financial statements, which include the activity contained in the accompanying financial statements. C. FUND ACCOUNTING The levee district uses funds and account groups to report on its financial position and the results of its operations. Fund accounting is designed to demonstrate legal compliance and to aid financial management by segregating transactions relating to certain government functions or activities. 



LAKE BOR:GNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
A fund is a separate accounting entity with a self-balancing set of accounts. On the other hand, an account group is a financial reporting device designed to provide accountability for certain assets and liabilities that are not recorded in the funds because they do not directly affect net expendable available financial resources. Funds of the levee district are classified as governmental funds. Governmental funds account for the levee district's general activities, including the collection and disbursement of specific or legally restricted monies, the acquisition or construction of general fixed assets, and the servicing of general long-term debt. Governmental funds of the |evee district include: 

The General Fund is the general operating fund of the levee district and accounts for all financial resources, except those required to be accounted for in other funds. The Series 1989 Debt Service Fund accumulates ad vatorem tax revenues for finance debt service payments of the February 1, 1989, General Obligation Bond Issue and the subsequent August 1, 1993, General Obligation Refunding Bond Issue. The Bond Referendum Capita resources received and used improvement of capital facilities funds. 
D. BASIS OF ACCOUNTING 

Projects Fund accounts for financial for the acquisition, construction, or not reported in the other governmental 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. The governmental funds are accounted for using a current financial resources measurement focus. With this measurement focus, only current assets and current liabilities are generally included on the balance sheet. Operating statements of these funds present increases and decreases in net current assets. The modified accrual basis of accounting is used by the governmental funds. The governmental funds use the following practices in recording revenues and expenditures: Revenues 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. As provided by R.S, 47:1997(b), ad valorem taxes are assessed for the calendar year, become due on November 15 of each year, and become 

10 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Notes to the F--inancial Statements (Continued) 
delinquent on December 31. The taxes are generally collected in December of the current year and January and February of the ensuing year. Interest income on demand deposits is recorded when earned and the income is available. All other revenues are recorded when the levee district is entitled to the funds Expenditures Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is incurred, except for accumulated annual and sick leave, which are recognized when paid, and principal and interest on general long-term debt, which are not recognized until due. E. BUDGET PRACTICES The levee district prepares its budget in accordance with R.S. 38:318. The managing director of the levee district submits proposed operating budgets for the General Fund, Debt Service Fund, and the Bond Referendum Capital Projects Fund to the F3oard of Levee Commissioners of the Lake Borgne Basin Levee District and to the general public for inspection. The budgets are prepared on the modified accrual basis of accounting. For the year ended December 31, 1998, the proposed budgets were advertised in the official journal October 24, 1997, October 31, 1997, and November 7, 1997. At the board meeting, November 18, 1997, the 1998 budget was formally adopted by the levee district, The levee district does not use encumbrance accounting, except in the Bond Referendum Capital Projects Fund. All appropriations lapse at year-end. The original budget was amended once during the year. F. CASH 

Cash includes petty cash and demand deposits. Under state law, the Lake Borgne Basin Levee District may deposit funds within a fiscal agent bank organized under the law.,; of the State of Louisiana, the laws of any other state in the Union, or the laws of the United States. Furthermore, the levee district may invest in certificates of deposit of state banks organized under Louisiana law and national banks having their principal offices in Louisiana. 

11 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
G. INVENTORY Inventory is valued at cost, which approximates market, using the first-in, first-out (FIFO) method. The cost of the General Fund inventory is recorded as an expenditure when purchased rather than when consumed. H. FIXED ASSETS Fixed assets are recorded as expenditures at the time purchased or constructed, and the related assets are capitalized (reported) in the general fixed assets account group. Public domain or infrastructures are not capitalized. Interest costs incurred during construction are not capitalized. No depreciation has been provided on general fixed assets. All fixed assets are valued at historical cost or estimated historical cost if historical cost is not available. Approximately 16% of the fixed assets are valued at estimated cost. The valuation of land, buildings, and improvements other than buildings acquired after 1986 is based on historical cost where acquisition was by purchase or construction and fair market value where acquisition was by donation. Approximately 7% of the fixed assets are donated and are valued at their fair market value on the date of donation. 
COMPENSATED ABSENCES Employees earn and accumulate annual and sick leave at various rates, depending on their years of service. The amount of annual and sick leave that may be accumulated by each employee is unlimited. Upon termination, employees or their heirs are compensated for up to 300 hours of unused annual leave at the employee's current hourly rate of pay. Upon retirement, unused annual leave in excess of 300 hours and unused sick leave are used to compute retirement benefits. 

The cost of leave privileges, computed in accordance with GASB Codification Section C60, is recognized as a current year expenditure when leave is actually taken. The cost of leave privileges applicable to general government operations not requiring current resources is recorded in the general long-term obligation account group. J. LONG-TERM OBLIGATIONS 
Long-term obligations expected to be financed from governmental funds, including long- term debt and compensated absences for accumulated unpaid annual leave benefits, are accounted for in the general long-term obligations account group, not in the governmental funds. 

12 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
K. FUND EQUITY-RESERVES Reserves represent those portions of fund equity not appropriable for expenditure or legally segregated for a specific future use. 
L. TOTAL COLUMNS ON COMBINED STATEMENTS The total columns on the statements are captioned Memorandum Only (overview) to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position or results of operations in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation. 2. CASH At December 31, 1998, the levee district has cash (book balances) totaling $3,523,855 as follows: Petty cash Interest-bearing demand deposits Demand deposits - payroll 
Total 

$30 3,523,325 500 $3,523,855 These deposits are stated at cost, which approximates market. Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At December 31, 1998, the levee district has $3,563,113 in deposits (collected bank balances) with fiscal agent banks. These deposits are secured from risk by $201,000 of federal deposit insurance and $3,362,113 of pledged securities held by the custodial bank in the name of the fiscal agent bank (GASB Category 3). 3. RECEIVABLES 
The following is a summary of receivables at December 31, 1998 

43 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF: LOUISIANA Notes to the Financial Statements (Continued) 

Ad valorern taxes State revenue sharing Louisiana Department of Natural Resources Other Tota 
4. CHANGES IN GENERAL FIXED ASSETS 

General Fund $1,571,481 108.671 1,380 1.152 

Debt Service Funds Total $570,152 $2,141,633 108.671 1,380 1.152 $1,682,684 $570,152 $2,252,836 
A summary of changes in general fixed assets follows 
Land Buildings Improvements other than buildings Equipment Total 

5. PENSION PLAN 

Balance January1 1998 $462,688 1,170,251 
Balance December 31 Additions Deletions 1998 

24,922,256 903,757 $283,243 $36,782 
$462,688 1,170,251 24,922,256 1,150,218 $27,458,952 $283,243 $36,782 $27,705,413 

Substantially all employees of the levee district are members of the Louisiana State Employees Retirement System (System), a cost sharing, multiple employer, defined benefit pension plan. The System is a statewide public employee retirement system (PERS) for the benefit of state employees, which is administered and controlled by a separate board of trustees. All full-time levee district employees are eligible to participate in the System. Benefits vest with 10 years of service. At retirement age, employees are entitled to annual benefits equal to $300 plus 2.5% of their highest consecutive 36 months' average salary multiplied by their years of credited service. Vested employees are entitled to a retirement benefit, payable monthly for life at (a) any age with 30 years of service, (b) age 55 with 25 years of service, or (c) age 60 with 10 years of service. In addition, vested employees have the option of reduced benefits at any age with 20 years of service. The System also provides death and disability benefits. Benefits are established by state statute. The System issues an annual publicly available financial 
t4 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Notes to the, Financial Statements (Continued) 
report that includes financial statements and required supplementary information for the System. That report may be obtained by writing to the State Employees Retirement System, Post Office Box 44213, Baton Rouge, Louisiana 70804-4213, or by calling (225) 922-0608 or (800) 256-3000. Members are required by state statute to contribute 7.5% of gross salary, and the levee district is required to contribute an actuarially determined rate as required by R.S. 11:102. The contribution rate for the fiscal year ended June 30, 1999, decreased to 12.4% of annual covered payroll from the 13% required in fiscal year ended June 30, 1998. The levee district contributions to the System for the years ended December 31, 1998, 1997, and 1996 were $130,642, $.110,979, and $107,794, respectively, equal to the required contribution for each year. POSTI:MPLOYMENT HEALTH CARE AND LIFE INSURANCE BENEFITS The levee district provides certain continuing health care and life insurance benefits for its retired employees. Substantially all of the levee district's employees become eligible for these benefits if they reach normal retirement age while working for the levee district. These benefits for retirees and similar benefits for active employees are provided through the State Employees Group Benefits Program whose monthly premiums are paid jointly by the employee and by the levee district. The levee district recognizes the cost of providing these benefits as an expenditure when paid during the year, For the year ended December 31, 1998, the cost of retiree benefits for four retirees totaled $6,096. 7. COMPENSATED ABSENCES At December 31, 1998, employees of the levee district have accumulated and vested $71,938 of employee leave benefits, which was computed in accordance with GASB Codification Section C60. This amount is recorded in the general long-term obligations account group (note 10). 8. LEASE AND RENTAL COMMITMENTS The levee district does not have any operating or capital leases 9. PAYABLES The fotlowing is a summary of payabtes in the General Fund at December 31, 1998 

15 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Notes to the Financial Statements (Continued) 

10 

Accounts payable Sal~ries payable Accrued employee benefits payable 
Total 
CHANGES IN GENERAL LONG-TERM OBLIGATIONS 

$5,581 37,585 13.786 $56,952 
The following is a summary of the long-term obligation transactions for the year ended December 31, 1998: 
General obligation bonds - Series 1989 General obligation refunding bonds Total general obligation bonds payable Compensated absences Total 

Balance Balance January 1, December 31 1998 Additions Deletions 1998 $575,000 $275,000 5,495,000 85,000 6,070,000 NONE 360,000 71,340 $598 NONE $6,141,340 
$300,000 5.410.000 5,710,000 71.938 $598 $360,000 $5,781,938 

The levee district has one outstanding general obligation bond issue dated February 1, 1989, and one outstanding general obligation refunding bond issue dated August 1, 1993. The bond issue dated February 1, 1989, for $6,900,000, was issued for the purpose of constructing flood protection and drainage projects that were specially authorized at a special election held on July 16, 19B8. Bonds payable on the Series 1989 bond issue at the beginning of year was $575,000. A payment of $275,000 reduced the amount to $300,000 at December 31, 1998. The bonds bear interest rates of 7.40% and are due in a final installment of $300,000 on February 1, 1999. The bond issue dated August 1, 1993, for $5,820,000, was issued for the purpose of advance refunding $4,930,000 of outstanding General Obligations Bonds, Series 1989. The,,;e refunding bonds bear interest rates of 4.05% to 5.55% and are due in annual installments of $65,000 to $680,000 through February 1, 2009. The 1989 and 1993 Series bonds are secured by and payable from a 5.10 mill ad valorem tax levy. The annual requirements to amortize the outstanding bond issues at December 31, 1998 including interest of $1,846,278, are as follows: 

16 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Notes to the Financial Statements (Continued) 

Fiscal Y_p.~ 1999 2000 2001 200;! 2003 2004 2005-2009 Tota 
11. OUTSTANDING DEFEASED DEBT 

General Obligation Bonds $311,100 
General Obligation Refunding Bonds Tote $360,004 674,570 676,290 681,144 683,925 689,407 3.479.838 

$671,104 674,570 676,290 681,144 683,925 689,407 3.479.838 $311,100 $7,245,178 $7,556,278 
On September 1, 1993, the levee district defeased $4,930,000 of its General Obligation Bonds, Series 1989, by placing the proceeds of new bonds in an irrevocable trust to provide for all future debt service payments on the defeased bonds. Accordingly, the trust accounts and the liability for the defeased bonds are not included in the levee district's financial statements. The defeased bonds mature February 1, 2000, to February 1, 2009, in varying amounts and will be called for redemption on February 1, 1999, at the principal amount thereof and accrued interest to the date fixed for redemption. 12. RESERVED FUND BALANCES The reserved fund balances at December 31, 1998, ere as follows 
Reserved for: Inventory Debt service Tota 

17 

General Fund 
$20,973 

Debt Service Funds Tote 
$1.257,956 $20,973 1.257.956 $20,973 $1,257,956 $1,278,929 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF: LOUISIANA Notes to the Financial Statements (Continued) 
13. INTERFUND RECEIVABLES/PAYABLES The interfund receivables/payables at December 31, 1998, are as follows: Interfund 
General Fund Debt Service Funds - Series 1989 Tota 

Receivables Payables $12,247 $12,247 $12,247 $12,247 The interfund receivables and payables resulted from excessive ad valorem taxes being deposited 1o the Debt Service Fund. 14. LITIGATION AND CLAIMS The levee district is a defendant or codefendant in two lawsuits in which the plaintiffs allege personal injury. One of these lawsuits will not result in a liability to the levee district. For the other lawsuit, the probability of an unfavorable outcome and the potential liability to the levee district cannot be reasonably determined by the levee distriot's legal counsel. 
15. LEVEE DISTRICT TAXES Article 6, Section 39 of the Louisiana Constitution of 1974 provides that for the purpose of constructing and maintaining levees, levee drainage, flood protection, hurricane flood protection, and all other purposes incidental thereto, the levee district may levy annually a tax not to exceed five mills. If the levee district needs to raise additional funds in excess of the amount collected constitutionally, the taxes in excess of five mills must be approved by a majority vote of the electors. By the special election held in the parish of St. Bernard on October 6, 1990, voters renewed the special five-mill ad valorem tax on all property in the parish for ~ period of ten years, beginning with the year 1991 and ending with the year 2000, to construct and maintain necessary levees, levee drainage, flood protection, and hurricane flood protection, and all other purposes incidental thereto. By the special election held in the parish of St. Bernard on July 16, 1988, the voters elected to permit the Lake Borgne Basin Levee District to incur debt and issue general obligation bonds for $6,900,000 solely for the purpose of constructing flood protection and drainage projects within the levee district. The general obligation bonds debt service are to be financed from ad valorem taxes. By the special election held in the parish of St. Bernard on October 1, 1994, the voters authorized the Lake Borgne Basin Leve,e District to levy a special ten year three-mill property tax. The purpose of this three-mill property tax is for construction and maintenance of necessary levees, levee drainage, flood protection, hurricane flood protection, and all other purposes incidental thereto. The following is a summary of authorized and levied ad valorem taxes: 
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LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Notes to the Financial Statements (Concluded) 
Pariishwide taxes - constitutional Special: October 6, 1990 July 16, 1988 October 1. 1994 The following are the principal taxpayers for the levee district 
Chalmette Refining Murphy Oil Shell Entergy Louisiana, Incorporated Domino Sugar Corporation Bell South Telecommunications Southern Natural Gas Company Totan Minatome Corporation Hibernia National Bank of Commerce First National Bank of Commerce lotal 

Oil and gas Oil and gas Oil and gas Utility Sugar Utility Utility Oil and gas Banking Banking 

19 

Authorized Levied Millage Millage 5.00 3.38 

1998 Assessed Valuation $41,514,371 18,652,884 7,500,316 6,506,650 6,443,293 6,168,609 5,439,490 3,886,865 8,664,044 3,201,023 $102,977,545 

5.00 6.50 3.00 4.27 3.85 2.97 
Percentage of Total Assessment Valuation 23% 10% 4% 4% 4% 3% 3% 2% 2% 2% 57% 



SUPPLEMENTARY INFORMATION REQUIRED BY THE 
GOVERNMENTALACCOUNTING STANDARDS BOARD 

The followin!;I pages contain supplementary information as required by Technical 1~3ulletin 98-1, issued by the Governmental Accounting Standards Board (GASB) in October 1998. The provisions of the GASB technical bulletin, effective for financial statements dated after October31, 1998, require disclosures in the notes to the financial statements about the governmental entity's readiness in addressing Year 2000 issues for its computer systems and other electronic equipment, In March 1999, GASB issued Technical Bulletin 99-1, which allowed the disclosure of Year 2000 issues in required supplementary information. 



 

LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA REQUIRED SUPPLEMENTARY INFORMATION For the Year Ended December 31, 1998 
YEAR 2000 ISSUES 

The Year 2000 issue is the result of shortcomings in many electronic data processing systems and other equipment that may adversely affect the Lake Borgne Basin Levee District's operations as early as fiscal year 1999. The levee district has addressed the Year 2000 (Y2K) compliance issue relating to its computer systems and other electronic equipment. During calendar year 1998, the levee district replaced and upgrad~._.d its computer and other electronic equipment at a cost of $21,056. Assurances were receiw.~d from a consultant that accounting hardware and software is Y2K compliant. In addition, the levee district's administration has contacted a majority of the manufacturers of pumps, engines, generators, switches, et cetera, to determine whether or not pumping stations and/or other equipment will experience any problems relative to the Year 2000 issue. The responses received to date indicate that all major equipment is Y2K compliant. While the levee district is still awaiting some responses on smaller equipment, administrators do not anticipate any problems. However, because of the unprecedented nature of the Year 2000 issue, its effects and the success of related remediation efforts will not be fully determined until the Year 2000 and thereafter. Consequently, management cannot guarantee that the levee district's remediation efforts will be successful in whole or in part, or that parties with whom the levee district does business will be Year 2000 ready. 



 

LAKE BORGNE BASIN LEVEE DISTRICT STATE OF I.OUISIANA SUPPLEMENTAL INFORMATION SCHEDULE As of and for the Year Ended December 31, 9998 
PER DIEM PAID BOARD MEMBERS 

The schedule of per diem paid to the board members of the Lake Borgne Basin Levee District is presented in compliance with House Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislature. Per diem payments are authorized by Louisiana Revised Statute (R.S.) 38:308 and are included in the general administrative expenditures of the General Fund. Board members are paid $75 per meeting for up to 36 meetings each year. The board president, Mr. George E. Lopez, is paid a bi-weekly salary of $250 in lieu of per diem during his term in office, as authorized by R.S. 38:308. 



LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Schedule of Per Diem Paid Board Members For the Year Ended December 31, 1998 

Michael Fradella, Vice President George E. Lopez, President Lloyd J. Seube Total 

Schedule 1 

AMOUNT NUMBER PER DIEM SALARY 
13 13 $975 975 $1,950 

$6,500 
$6,500 



OTHER REPORT REQUIRED BY GOVERNMENT AUDITING STANDARDS 
The following pages contain a report on compliance with laws and regulations and on internal controls as required by Government Auditing Standards, issued by the Comptroller General of the United States. This report is based solely on the audit of the financial statements and includes, where appropriate, any reportable conditions and/or material weaknesses in internal control or compliance matters that would be material to the presented financial statements. 



I)ANIEI, G. KYLE, PI I.D., CPA, CFE LI~GISLATIVI~ AUDITOR 

OFFICE OF LEGISLATIVE AUDITOR STATE OF LOUISIANA BATON ROUGE, LOUISIANA 70804-9397 
April27,1999 

ReDort on ComDliance and on Internal Control Over Financia 

1600 NORTII TIIIRD STREI!I POST OFFICE BOX 9~397 TELEPIIONE: (225) 339-3800 FACSIMILE: (225) 339-3870 
ReDortina Based on an Audit of the General PurDose Financial Statements 

BOARD OF: I.EVEE COMMISSIONERS OF THE LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Violet, Loui,,fiana We have audited the general purpose financial statements of the Lake Borgne Basin Levee District, a component unit of the State of Louisiana, as of and for the year ended December 31, 1998, and have issued our report thereon dated April 27, 1999. 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. 
Compliance As part of obtaining reasonable assurance about whether the Lake Borgne Basin Levee District's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. nternal Control Over Financial Reporting In planning and performing our audit, we considered the Lake Borgne Basin Levee District's internal control over financial reporting to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. We noted that the levee district's limited number of employees precludes segregation of duties and other features of an adequate system of internal control over financial reporting, although to employ such controls may not be cost beneficial. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect the levee district's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. We consider this matter to be a reportable condition. 

EXHIBIT A 



LEGISLATIVE AUDITOR 
BOARD OF/.EVEE COMMISSIONERS OF LAKE BORGNE BASIN LEVEE DISTRICT STATE OF LOUISIANA Compliance and Internal Control Report April 27, 191;)9 Page 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 financial statements being audited may occur and not be detected within a timely period by employees in the norma~ 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 as defined above. We believe that the reportable condition described previously is a material weakness. This report is intended for the information and use of the levee district and its management. By provisions of state law, this report is a public document, and it has been distributed to appropriate public officials. 

JES:LWM:RCL:ss 
,~~specffully submitted, . Daniel G. Kyle, CPA, CFE Legislative Auditor 


