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

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

Michael B. Bun'is Timothy P. McKey Sandra G. O'Brien 

We have audited the accompanying financial statements of East Side Fire Protection District No. 5, a component unit of City of Baton Rouge, as of December 31, 1997, and for the year then ended. These component unit financial statements are the responsibility of East Side Fire Protection Distdct No. 5 Our responsibility is to express an opinion on these component unit financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and Govemment 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 component unit financial statements are free of matedal misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the component unit financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall component unit financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the component unit financial statements referred to above present fairly, in all matedal respects, the financial position of East Side Fire Protection Distdct No. 5, as of December 31, 1997, and the results of its operations for the year then ended in conformity with generally accepted accounting principles. In accordance with GovemmentAuditing Standards, we have also issued a report dated March 11, 1998, on our consideration of East Side Fire Protection Distdct No. 5's internal control structure and on its compliance with laws and regulations. 

501 Louisiana Avenue, Suite B ~ Baton Rouge, Louisiana 70802 ~ (504) 383-2974 



Assets: Current Assets Cash and cash equivalents Property taxes receivable - net of allowance of $8,859 Due from other governments Fixed Assets Land Building Equipment Other Debits Amount to be provided for - retirement of long term debt and lease obligations - reserve for compensated absences 

General 
$112,346 206.041 86.879 
0 O 0 

EXHIBIT A 

GOVERNMENTAL FUND TYPES 
General Fixed Assets 
$0 0 0 
151,360 350,099 798.943 

General Long-Term Debt 
$0 0 0 
0 0 0 

0 0 612.500 0 0 2,551 TOTAL ASSETS AND OTHER DEBITS _ $405,_266 =$1,30_0,402 
Current Liabilities Accounts and contracts payable Accrued expenses and benefits payable Long-Term Liabilities Revenue bonds payable Compensated absences payable Obligation under capital leases Total Liabilities Equity and Other Credits Investment in general fixed assets Fund Balances: Undesignated Total equity and other credits 

($12,373) (11,995) 
0 0 0 (24,368) 
0 (380,898) 

$0 0 
0 0 0 0 

(1,300,402) 0 (380,898) (1,300,402) TOTAL LIABILITIES, EQUITY AND OTHER CREDITS ~$405,2_66_) ($1.300.402) The accompanying notes are an integral part of these financial statements. -2- 

$615,051 
$0 0 
(612,500) (2,551) 0 

Totals Memorandum Only 
$112,346 206.041 86.879 
151,360 350,099 798.943 
612,500 2,551 __$2,320,719 
($12,373) (11,995) 
(612,500) (2,551) 0 (615,051) (639,419) 

0 O (1,300,402) (380,898) 0 (1.681.300 
$615,051) (}2,320.719) 



REVENUES Ad valorem taxes Fire protection user charges Intergovemmental revenue Other Interest earnings Total revenues EXPENDITURES Salaries and related benefits Repairs and maintenance Legal and professional Insurance Supplies Utilities Capital outlay Debt sewice - Bond Principal -Capital Lease Pdncipal -Interest Other Total expenditures 

General Fund ($296,574) (150,897) (36,660) (24,039) (10,125) 

EXHIBIT B 

Vadance Favorable Budget (Unfavorable) ($278,000) (135,000) (36,660) (24,580) (9,000) 
$18,574 15,897 0 (541) 1.125 (518,295) (483,240) 35,055 

147,316 83,107 23,366 18,529 41,052 18,966 76,341 65,000 28,319 39,047 28.439 

136,670 49,370 20,700 18,529 43,700 18,700 76,341 65,000 28,319 37,152 24.900 

(lO,646) (33,737) (2,666) 0 2,648 (266) 0 0 0 (1,895) (3,539) 569,482 519,381 (50,101) (EXCESS) DEFICIENCY OF REVENUES OVER EXPENDITURES 51,187 36,141 (15,046) OTHER FINANCING (SOURCES) Change for increase in compensated absences accrued Total other financing sources (954) (954) 0 0 EXCESS OF REVENUES AND OTHER SOURCES OVER EXPENDITURES AND OTHER USES 50,233 36,141 FUND BALANCES. BEGINNING (431.131) __ (431.131) FUND BALANCES, END OF YEAR ($380,89_8~ ($3_9_4~990) 
The accompanying notes are an integral part of these financial statements. -3- 

954 954 
(14,092) 431.131 $417,039 



 

Notes to the Financial Statements For the Year Ended December 31, 1997 

East Side Fire Protection District No. 5 (the District) is a component unit of the City of Baton Rouge, Parish of East Baton Rouge, Louisiana (the City/Parish). The District is governed by a five member board. The board members are appointed by the City/Parish and are not compensated. Effective January 1,1994, the District became a separate operational unit acting independently from the City/Parish, pursuant to an intergovemmental agreement between the City/Padsh and the Distdct. 
The purpose of the District is to provide fire protection for the citizens of the District. The district serves approximately 4,000 households and other business establishments. The District employs the equivalent of two permanent full-time employees and three permanent part-time employees. It also employs temporary employees as needed. The majority of the services are provided through volunteers. B The accompanying financial statements of East Side Fire Protection District No. 5 have been prepared in conformity with generally accepted accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting principles. C As the goveming authority, for reporting purposes, the City/Parish is the pdmary financial reporting entity. Governmental Accounting Standards Board Statement No. 14 established criteda for determining which component units should be considered part of the City/Parish for financial reporting purposes. The basic criterion for including a potential component unit within the reporting entity is financial accountability. The GASB has set forth cdteda to be considered in determining financial accountability. Because the City/Parish Metropolitan Council appoints the District's governing body and (1) has the ability to impose its will on the District, and (2) the District has the potential to provide specific financial benefits to or impose specific financial burdens on the City/Padsh, the District was determined to be a component unit of the City/Parish The accompanying financial statements present information only on the funds maintained by the District and do not present information on the City/Parish, the general government services provided by that governmental unit, or the other governmental units that comprise the financial reporting entity. 



 

Notes to the Financial Statements For the Year Ended December 31, 1997 
The District uses funds and account groups to report on its financial position and the results of its operations. Fund accounting is designed to demonstrate legal compliance and to aid financial management by segregating transactions relating to certain government functions or activities. The General Fund is used to record all financial resources not required to be accounted for in other funds. E. BASIS OF ACCOUNTING The accounung 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. The operating statement presents increases and decreases in net current assets. The modified accrual basis of accounting is used by the Governmental Funds. Revenues are recognized in the accounting period in which they become available and measurable. 
Property taxes are considered measurable in the calendar year of the tax levy. User fees are considered measurable in the period they are collected. Expenditures are recognized in the accounting period in which the liability is incurred, if measurable. Transfers between funds that are not expected to be repaid are accounted for as other financing sources (uses). They are recorded at the time the transfer is made. 
The 1997 budget was prepared in 1996 by the Chief, and ratified by the Board of Commissioners. A public hearing was held in December, 1996, and the budget became effective January 1, 1997. Only one amendment was made to the 1997 budget. 
The District does not use an encumbrance system of accounting. The books are kept on the cash basis and the financial statements are prepared on the modified accrual basis of accounting. H. CASH AND CASH EQUIVALENTS 
Cash includes amounts in demand deposits, interest-bearing demand deposits, and money market accounts. The District considers short-term (maturity of 90 days or less), highly liquid investments as cash equivalents. Under state law, the District may deposit funds in demand deposits, interest-bearing demand deposits, money market accounts, or time deposits with state banks organized under Louisiana law and national banks having their principal offices in Louisiana. 

-5- 



 

Notes to the Financial Statements For the Year Ended December 31, 1997 
- continued 

Fixed assets are recorded as expenditures at the time of purchase, and the related assets are capitalized (reported) in the general fixed assets account group. Fixed assets donated are recorded at the estimated fair market value at the time the assets were donated. No depreciation has been provided on general fixed assets. 
The District's policy relating to vacation and sick leave includes recognizing sick leave at a rate of .02 hours for every hour worked. No cash payment may be made for accumulated sick leave. Part time employees earn vacation time at a rate of .04 hours for every hour worked. The full time employee earned vacation at a rate of twelve hours per month, which equates to eighteen days per year. 
K. LONG-TERM OBLIGATIONS Long-term obligations expected to be financed from governmental funds are reported in the long-term obtigations account group. 
Fund balances consist of undesignated balances as well as the following 

M 

(1) Reserves: Reserves represent those portions of fund equity not appropriable for expenditure or legally segregated for a specific future use. (2) Designated Fund Balances: Designated fund balances represent tentative ptans for future use of financial resources. 
The total columns on the statements are captioned "Memorandum Only" to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position or results of operations in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation. 
At December 31, 1997, the Distdct had cash and cash equivalents (book balances) as follows Certificate of deposit Interest-bearing demand deposits Total -6- 

$97,616 14.730 $112.346 



2 
Notes to the Financial Statements For the Year Ended December 31, 1997 
- continued These deposits are stated at cost, which approximate market. Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At December 31, 1997, the District has $119,781 in deposits (collected bank balances). These deposits are secured from risk by $100,000 of federal deposit insurance and $350,000 of pledged securities held by the custodial bank in the name of the fiscal agent bank (GASB Category 3). Even though the pledged securities are considered uncollateralized (Category 3) under the provisions of GAS B Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within 10 days of being notified by the District that the fiscal agent has failed to pay deposited funds upon demand. 

4 

5 

The District does not have any investments other than the cash deposits shown in the financial statements under cash and cash equivalents. 
The following is a summary of property taxes receivable at December 31, 1997 Property taxes receivable Less allowance for uncollectible accounts Net property taxes receivable 

$214,900 ( 8.859~ 
The allowance represents taxes not expected to be collected within the next year 

Balance at 12/31/96 Additions Balance at 12/31197 

Building Fum=ture. & Eauloment $1,072,701 Land $151,360 Total $1,224,061 

-7- 
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Notes to the Financial Statements For the Year Ended December 31, 1997 

Paqe 5 of 6 

The Distdct's only full-time employee is eligible for participation in the Employees' Retirement System of the City/Parish. Contributions in the amount of $8,986 were made during 1997. 
At December 31, 1997, employees of the District have accumulated and vested $2,551 of vacation benefits, which was computed in accordance with GASB Codification Section C60. This amount is recorded within the general long-term obligations account group. 

9 
The District maintained one piece of equipment under a capital lease as an asset in the accompanying financial statements. The lease obligation was paid in its entirety during 1997. 
The following is a summary of the long-term obligation transactions during the year: 
Obhgations transferred m from the City/Parish Additions - other Deductions/repayments 

Compensated Capital Bond Absences Leases Debt $1,597 $28,319 $-677,500 -0- -0- (28.319) -0- -0o (65.000~ 
Totals $707.416 -0- 954 ( 93.319 

During 1994, the District issued a long-term certificate of indebtedness to a local bank in the amount of $800,000, payable over a 10-year period at rates ranging from 3.75% to 6.00% to acquire facilities and equipment for the District's fire protection purposes. Remaining annual principal payments range from $67,500 in 1998 to $159,500 in 2004. The certificate is secured by and payable solely from a pledge and dedication of the excess of annual revenues of the District above statutory, necessary, and usual charges in each of the fiscal years during which the certificate is outstanding. 

-8- 
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Notes to the Financial Statements For the Year Ended December 31, 1997 
- continued The annual requirements to amortize all bonds outstanding at December 31, 1997, including interest of $155,228 are as follows: Year Ending 1998 1999 2000 2001 2002 2003 2004 
100,439 99,901 99,576 100,426 98,858 99,458 169.070 767.728 

There were no transactions with related parties during the year ended December 31, 1997 
The District was not involved in any litigation and is unaware of any claims outstanding 
The Distdct relies heavily on the contributed services of volunteer firefighters. Dudng 1997, total there were responses to 899 emergency calls. Volunteer hours for training, firefighting, and administrative duties totaled 16,735 approximately at a value of approximately $225,000, which is not included in the accompanying financial statements. 
Under current Civil Service regulations, each employee is technically allowed one year of compensated sick pay in the event of a long term illness. Under this policy, the District would be liable for additional accrued compensated absences in the amount of $21,151. 

-9- 



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

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

Michael B. Bums Timothy P. McKey Sandra G, O'Brien 

We have audited the component unit financial statements of East Side Fire Protection District No. 5 as of and for the year ended December 31, 1997, and have issued our report thereon dated March 11, 1998. We conducted our audit in accordance with generally accepted auditing standards, the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular A-128, "Audits of State and Local Governments." ComDliance As part of obtaining reasonable assurance about whether East Side Fire Protection District No. 5's financial statements are free of material misstatement, we performed tests of its compliance with certain previsions 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 previsions 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. 
In planning and performing our audit, we considered East Side Fire Protection District No. 5's intemal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. However, we noted a certain matter involving the internal control over financial reporting and its operation that we consider to be a reportable condition. 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 entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. The reportable condition is described in the accompanying Schedule of findings and questioned costs as Item I-1 on page 11. 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 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 neceseadly disclose all reportable conditions that are also considered to be material weaknesses. However, we believe the reportable condition described is not a material weakness. This report is intended solely for the use of management and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 
March 11. 1998 
501 Louisiana Avenue, Suite B ~ Baton Rouge, Louisiana 70802 ~ (504) 383-2974 -10- 



(See Auditors' Report) 

Condition: 
Proper internal controls require that procedures be in place to prevent or detect any unauthorized transactions. Chief Dale Hancock has the authority to approve all expenditures. He co-signs with the internal accountant on checks over $2,500. Due to the net amount of payroll checks, the internal accountant's signature has been the only signature on the payroll checks. Further, there was no indication of approval on some of the time cards tested. Thus, it appears that the persons authorized to approve the time cards were not consistent in their approval procedures. This matter was reported in the prior year internal control report. While an attempt has been made to approve all time cards, there were still time cards tested which did not indicate proper approval. If an unauthorized or incorrect payroll check were wdtten, the above condition would not be detected in a timely manner during the regular course of business. We recommend that Captain Robert Gateley continue to approve all time cards except his own. Chief Hancock should continue to approve all of Captain Gateley's time cards. Captain Gateley will approve all employee's time sheets, except his own, prior to submission for payment. The Chief will approve Captain Gateley's time sheet either by signature or phone confirmation with the bookkeeper. 
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