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Steven A. Skarda, C.P.A Brent A. Silva. C.P.A. 
Skarda & Silva, L.L.P. Certified Public Accountants 4331 Iberville Street Mandeville, LA 70471 

INI)EPENDENT AUI)ITORS' REPORT 
To tile Board of Commissioners St. Tanunany Parish Fire Protectiou District No. 12 Covingtou, Louisiana 

(504) 626-8299, Main (504) 6269767, Fax 

We ]lave audited tile acemnpanyiug component unit financial statements that do not include a sla~emenl ofrevelmes, expcudilurcs and chauges in fuud balance-budget and actual, for the special revenue fund of the St. Tammany Parish Fire Protection District No. 12 as of December 31, 1997 and for the two years then ended as listed in the table of contents. These financial statements are the responsibility of the District's management. Our responsibility is to express an opinion on theses financial statements based on our audit. The financial statements of the St. Tamlnany Parish Fire Protection District No. 12, as of Decelnber 31, 1995, were audited by another auditor whose opinion dated February 22, 1996, on those statements was unqualified. We conducted our audit in accordance with generally accepted auditing standards, the standards for financial audits contained in Government Auditing Standards, issued by tim Comptroller General of the Uniled States, and the Louisiana Governmental Audit Guide. Those standards require that we plan and perform tile audit to obtain reasonable assurance about whether the financial statements are fi'ee of material misslatemcul. All audit includes examining, on a test basis, evidence supporting the amounts and disclosures in tile financial statements. An audit also includes assessing the accounting tn'inciplcs used and significant estimates made by maoagemeul, as well as evaluating tile overall financial slalemenl presentation. We believe that our audit provides a reasonable basis for our opinion. The District did not legally establish a special revenuc fund or prepare and legally adopt a budget for the special revenue fund as maudated by Louisiana Revised Statutes 39:1301-1314. Accordingly, there is no presentation of a statement of revenues, expenditures, and changes in fund balance-budget and actual, of the special revenue fund for the years ended December 31, 1997 and 1996. Presentation of such statement for this governmental fund for whid~ a budget is legally required to be adopted is required by generally accepted accounting principles. 



In our opinion, except for the omission of a statement of revenues, expenditures, and changes in fund balance-budget and actual for file special revenue fund, that results in an incomplete presentation as explained in the preceding paragraph, the general purpose financial statements referred to above present fairly, in all material respects, the financial position of the St. Tammany Parish Fire Protection District No. 12 as of December 31, 1997, and the results of its operations fox" tile two years then ended, in conformity with generally accepted accounting principles. In accordance with Govermnent Auditing Standards, we have also issued a report dated November 23, 1998 on our considerations of St. Tammany Parish Fire Protection District No 12's internal control structure and on its compliance with laws and regulations. OLU" audil was made for tile purpose of forming an opinion on the basic financial statements of the St. Tammany Parish Fire l'rolcction District No. 12 taken as a whole. The accompanying schedule of compensation paid to board members for the year ended December 31, 1997, is presented fox" purposes of additional analysis and is not a required part of the basic financial stalemenls. Tile ilfformation in that schedule has been subjected to the procedures applied in tile audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to tile basic financial statements taken as a whole. 
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ST. TAMMANY PARISII FIRE PROTECTION DISTRICT NO, 12 COMBINED BALANCE SIIEET- ALl. FUND TYPES AND ACCOUNT GROUPS DECEMBER 31.1997 
ASSETS AND OTIIER DEBITS 

TOTAl, ASSETS AND OTIIER DEBITS 
LIABILITIES, FUND EQUITY AND OTIIER CF.EDI'FS Liabilities Dedu~,ions from ~d "~alore~r~ ~.xe~ Accounts payable and aocrued expenditures l~sfimated liabilities for conlpelLqaied absences General obligation bonds Total liabilities Fund Equity Investmenl in general fixed assets Donated General Fund balance Reserve for depreciation arid eontingetlcy fund Undesig~ated 
TOTAl, I JABIL1TIES, FUND I'~QUI3'Y AND OTI IF.R CREDITS 

Govenmlental Fund Type __ Account Groups 
$ 207.165 $ 
1,146,343 54,615 1.100 

General Fixed/LsseLq General Total l,ong-Term (Memorandum Obli~alions Only) .__ $ 

632,500 
1,146~43 54,615 1.100 790,245 632,500 23.373 

$ 36,058 $ 83.161 
9,219 

25,000 1,265,004 
130,000 ,660,245 

1,290,004 1,790,245 

$ $ 36,058 83.161 23,373 632,500 655.873 
23,373 632,500_ 
130,000 ,660.245 
25,000 1,265~004 

The accompanying notes are all integral part of this statemenL 



REVENUES Ad valorem taxes Slate revenue sharing 2~./0 fire ins/irllnce lax lntaresl incollle Other incolno 

ST. TAMMANY PAR1SI1 FIRE PROTEEq'ION DISTRICT NO. 12 STATEMENT OF REVENUES, EXPENDITURES AND CIIANOES IN FUND BALANCE - GENERAL FUND FOR TIlE YEARS ENDED DECEMBER 31.1997 AND 1996 

I~XIII~NI)ITURES Accounting Adver6sing Assessor deduction Capital ou0ays 1)ues and subscriptions Education Election expense Employee bellefits Fire prevention Fuel and oil Insurance Interest Lease Legal and professional Meetings Mileage reimbursement Miscellaneous ONce expenditures Operating supplies Outside servioes Payroll taxes Postage Renl Repairs and nlainlenance Salaries and wages Stale pension deduction Telephone and communications Training and seminars Travel Uniforms Utilities Workers compensation Total exponditares Excess (deficiency) of revenues over expenditores 

$ 1,165,668 54,615 18,861 42,845 4.813 
959,437 87,243 19,009 30,027 3.875 ,286,802 1,099,59 

7,371 3,959 762 638,786 9,633 853 

1,762,498 

8,879 6,129 709 80,814 2,142 1,936 4,672 41,646 255 8,293 56,816 6.854 44,196 2,640 3,104 760 1,727 7,193 6,818 437 

819.588 
280.003 



ST. TAMMANY PARISII FIRE PROTECTION DISTRICT NO. 12 STATEMENT OF REVENUES, EXPENDITURES AND CItANC.i~S IN FUND BALANCE - GENEI~,L FUND FOR TIlE YEARS ENDED DECEMBER 31,1997 AND 1996 
O'I'IIER FINANCING SOURCES Proceeds flora ]Ollg-lc[lll obligations Excess (deficiency) of rove]rues over expenditures and other sources l;und balance-beginning of year Fund balance-end of year 

997 
317,500 350,000 
(158,196) 630,003 448,200 

The accompanying notes are an integral part of this statement. 5 

818,197 $ 1,448,200 
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ST. TAI~MANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Fi~e protection dislricts arc created for the purpose ofacquMng, maintaining, and operating facililies, machincry, cquipment, water tanks, water hydrams, water lines, and other things necessary to provide proper fire protection and control of the properly within the District. The Distric! inleracts wilh the Covington Volunleer Fire Department to cany out its objective. The financial statements of the St. Tammany Parish Fire Protection District No. 12 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 govermnental accounting and financial reporting principles The more significant of the government's accounting principles are described below. Reporting Entl[~ The financial statements of the St. Tammany Parish Fire Protection District No. 12 include all fimds, account groups and activities that are within the oversight responsibility of the District. Certain units of local goverument, over which the District exercises no oversight responsibility such as the parish pollcc jury, parish schoo! board, other independently elected parish officials, and municipalities within the parish, are excluded from the accompanying component unit financial statements. These units ofgovcrnmenl are considered separate reporting entities and issue financial statements separate from those of the District. As the governing authority of the Parish, for reporting purposes, the St. Tammany Parish Police Jury is the financial reporting entity for St. Tammany Parish. The financial reporting entity consists of(a) the primary government (police jury), (b) organizations for which the primary government is financially accountable, and (c) other organizations for which nature and significance of their relationship with the primary government are such that exclusion would cause the reporting eutity's financial statements to be misleading or incomplete. 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Appointing a voting majority of an organization's governing body, and lhe ability of police jury to impose its will o11 thai orga~izadon and/or the pote~tial for" the organization to provide specific finaneia burden on lhc organization. impose specific financia 
b) Organizations for which the police jury does not appoint a voting nlajority bul are fiscally dependent on the police jury. c) Organizations for which the reporting entity's financial statements would be misleading if data of the organization is not included because of the nature or significance of the relationship. 

Fund Accounling 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) A fund is a separate accounting entity with a self-balancing set of accounts. An account group, on the other baud, is a financial reporting device designed to provide aeeounlabilily for certaill assets and liabilities that are not recorded in the fund because tlley do not directly affect net expendable available financial resources. Funds are ordered into three major categories: governmental, proprietary, and fiduciary. Funds within each raajor category are grouped by fired type in the component unit financial statements. The funds and account groups used by the District are as follows: Governmental Fund Tvne Governmenlal fimds are lhose through which general governmental functions of the Dish'ict arc financed. The acquisition, use and balances of the District's expendable financial resources and the related liabilities are accounted for througll governmental fimds. The general fired is the principal fired of the District. The various fees and taxes due to the District are accounted for in this fund. General operating expenditures are paid fi'om this fired. Account Grouos 
An account group is used to establish accounting control and accountability for the District's general fixed assets and general long-term obligations. This account group is not a "fund." It is concerned only with the measurement of financial position. It is not involved with measurement of results of operations. General Fixed Assets Account Grouo This accotmt group is established to account for all fixed assets of the District. Capital outlays in the general fund are recorded as expenditures of those funds at the time of purchase and are subsequently recorded for control purposes in the general fixed assets account group. General Lone-Term Debt Account Group This account group is established to account for all of the District's long-term obligations expected to be financed from general governmental resources. Basis of Accounting 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (eontiuued) The modified accrual basis of accounting is used by all governmental fund types and agency funds. Under lbe modified accrual basis of accounting, revenues are recognized when susceptible to aeertlal (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. Expenditures are recorded when tlle related fired liability is incurred. Principal and interest on general long- lerm debt are recorded as fired liabilities when due. Those revenues of the District susceplible to accrual are ad valorcm taxes, insurance taxes, statc revenue sharing, and interest. Substantially all olhcr revenues are recorded when received. l~udeet and l~ude.etarv Accotmtfim Formal budgetary accounting is employed as a management control device during the year for the general fund. Formal budgetary accounting is not employed for the debt service fund because effective control is alternatively achieved fllrough the indenture provisions of the Cel/.ifieate. The budget is adopted for tile general fund on a basis consistent with generally accepted accounting principles (GAAP). All appropriations, which are not expended, lapse at year end The budget for the special revenue fund has not been established, prepared and legally adopted as required by state law and generally accepted accounting principles; therefore, the financial slatements do not inelude revenues, expenditures and changes in fund balance-budget and actual. Encumbrances Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure of monies are recorded in order to reserve that portion of the applicable appropriation, is not employed by tile District. Cash and Cash Eouivalents 
Cash includes amounts in demand deposits and certificates of deposits, if any Louisiana revised statutes authorize the District to invest in (1) United States bonds, treasury notes or certificates, or time certificates of deposit of state banks organized under the laws of Louisiana and national banks having their principal offices in tile State of Louisiana, an investment as stipulated in LSA-R.S. 39:1271, or any other federally insured investments or (2) in mutual or trust fund institutions, which are registered with the Securities and Exchange Commission uuder the Securities Act of 1933 and the Investment Act of 1940, and which have underlying investments consisting solely of and limited to securities of the U.S. Government or its agencies. 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) Fixed Assets General fixed assets arc not capitalized in tile funds used io acquire oz" construct diem. Instead, capital acquisflion and construction are reflected as expenditures in tile general ftmd, and tile rela~cd assets are rcporled in the general fixed assets account group. All purchased fixed asse~s are valued at cost where historical records arc available and at estimated historical costs where no historical records exist. Donated fixed assets, if any, are valued at their estimated fair lnarkel value ou the date received. The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not capitalized. Assels in the general fixed assels aceonnl group are not depreciated Use of Estimates in tile Preoarafion of Financial Statements The preparation of the District's financial statements, in conformity with generally accepted accounting principles, requires management to make estimates and assumptions that affect reported amounts of assets and liabilities as of December 31, 1997 and 1996. Adjustments to tile reported amounts of assets and liabilities may be necessary in the future to the extent that future estimates or actual results are different from the estimates used in 1997 and 1996 financial statements. Allowance for Uncollectible Receivables 
The District's primary revenue source, ad valorem taxes, become delinquent if not paid by March 1 following the year of assessmem. Unpaid taxes attach as an enforceable lien on property. The Board of Commissioners determined, based on prior historical information, that current collections are approximately 96% of the tax levy. At December 31, 1997 the amount of uncollectible receivables was $48,379. 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) Ad Valorem Taxes Ad valorem taxes are normally levied in November and billed in December. These taxes arc due in January of the following year. Any unpaid taxes arc collected in connection wifla all auction held in May. The Sheriff's department bills and collects tile District's ad valorem taxes. Ad valorcm taxes are levied based on property values determined by the St. Tammany Parish Assessor (a separate entity). All laud and residential improvements arc assessed at 10 percenl of its fair market value, and other property at 15 pereeut of its fair market value. The District's ad valorem tax revenues are recognized when levied to the extent that they are determined to be currently collectible. ension l'lan Vacation. and Sick Leave Policies "ll~e District contributes to tile pension plan for its full-time employees (see Note J). The District's policy is to allow employees to accumulate vacation leave up to a maximum of thirly (30) days. Upon termination of service, employees are paid for unused vacation leave. The District does not accrue sick leave for their employees because their policy does not allow payment for accumulated sick leave. Nature and Puroose of Reservations of Fund Balance The reserve for repairing and replacing equipment is discussed in Note 1 Fund l'2quity l)esignations represent those portions of fund equity that have been segregated to indicate tentative plans for future resource use. Total Cohnnn on Balance Sheet The total column on the balance sheet is captioned Memorandum Only to indicate that it is presented only to facilitate financial analysis. Data in this colunm does not present financial position iu conformity with generally accepted accounting principles nor is such data comparable to a consolidation. 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE B -- STEWARDSIIIP, COMPLIANCE AND ACCOUNTABILITY Budget In accordance with 1he Louisiana l,ocal Government Budget Act, the procedures used by the District in establishing the budgetary dala reflected in the fiuancial statements include public notices of the proposed budget, public inspections, and public hearings. The budget is then legally adopted by the Dish'ict. Budgeted amounts for the general fund included in the accompanying slatenaenls are as originally adopted by the District as of December 11,1996 and December 10, 1995. Thc accompanyiug statcment of revenues, expenditures, and changes in fund balance-budget and aclual (GAAP basis) of the general ftmd present comparisons of the legaIly adopted budget wflh actual data. NOTE C -- CASIt AND CASH EQUIVALENTS At year end, the can'ying amount of the District's deposits was $207,165 and the bank balance was $229,819. The bank balance is categorized as follows: Amount insured by the FDIC, or collateralized with securities held by the District's agent in the District's name Amount collateralized with securities held by the pledging financial institution's trust Uneollateralized (includes balance that is collateralized with securities held by the pledging financial institution but not in the District's name) 229,819 Total bank balance 
NOTE D -- RECEIVABLES Receivables at December 31, 1997, were comprised of the following: Ad valorem taxes State revenue sharing $1,146,343 54,615 $1,200,958 5 

$229,819 



ST. TAI'VlMANY PARISH F1RE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE E - AD VALOREM TAXES 

On July ] 7, 1993, the District was authorized to levy an additional special ad valorcm tax often (10) mills, commencing in 1994 and ending in the year 2003. The tax is to be used for the purpose of acquiring, conslrucling, improving, maintaining and operating fire prolcelion facJlilics, I~urchasing fire trucks and other fire fighting equipment, and paying the cost of obtaining waler for fire pro/eclioll purposes. I n June 1995, the Dislrict was aulhorized to levy an additional special ad valnrem tax of five (5) mills, commencing in 1996 and ending in the year 2005. The tax is to be used for the purpose of acquiring, constructing, improving, maintaining, and operating fire protection faeilities, purchasing fire tracks and other fire fighting equipment, and paying the cost of obtaining water for fire protection purposes. NOTE F - CHANGES IN GENERAL FIXED ASSETS A summary of changes in general fixed assets follows 

13uildings and improvements Equipment and furniture Vehicles 

Balance 12/31/95 1996 Additions (Deletions) $ 166,990 $ 
1997 Additions Balance (Deletions) 12/31/97 $ 166,990 

345,473 68,576 320,959 735,008 
240,335 
. 326,496 $1,079,294 

12,238 309,178 
$ 80,184 .~_630,137 

561,751 326,49fi6 $1,790,245 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE G - DONATED FIXED ASSETS Donated fixed assets consist of the Highway 25 and Northpark properties, valued at $55,000 and $75,000, respectively. The properties must be used for fire protection services as stipulated in the donation agreements or the properties ",viii revert back to the donors under terms specified in the lrallsfer docl.lm cuts. NOTE 11 - 2% FIRE INSURANCE TAX 

NO'I'F. 1 - CIIANGES IN GENERAL LONG-TERM OBLIGATIONS Certificates of ]ndebledues The District pursuant to an election, and authority granted by the State Bond Commission, was authorized to levy a special tax often (10) mills and five (5) mills for the periods from 1994 lbrougb 2003 and from 1996 through 2005. In conjunction with the authorization the District issued its certificates of indebtedness to a bank in the original amounts of $350,000 and $317,500 respectively. These certificates were issued for the purpose of acquiring, constructing, improving, maintaining and operating fire protection facilities, purchasing fire trucks and other fire fighting equipment, and paying the cost of obtaining water for fire protection purposes. Certificates oflndebtedness Series 1997 These certificates bave a maturity of six (6) years beginning in 1998, and bear interest at 5%. Principal payments are due ammally on March 1 and in/crest is payable on March 1 and September 1 of each year. Certificates of Indebtedness Series 1996 These certificates have a maturity of eight (8) years beginning 1997, and bear interest at 5%. Principal payments are due annually on Mareb 1 and interest is payable on March 1 and September 1 of each year. 

17 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE 1 -- CIIANGES IN GENERAL LONG-TERM OBLIGATIONS (continued) Annual debt service requirements to maturity, including interest of $127,426, are as follows Year Ending I)ecember31 1998 1999 2000 2001 2002 2003 2004 

$ 37,051 119,975 123,225 121,200 119,025 121,575 117.875 $759,926 There arc a number of limitations and restrictions contained in tbe certificates of indebtedness agreement, the most restrictive of which require the establishment and maintenance of a special revenue fund to service the debt requirements of the indenture. As of December 31, 1997 and 1996, tim District was in violation of certain covenants of the agreement and the bank has waived its ability to accelerate that payment of these obligations. The following is a summary of the changes in general long-term obligations 1996 1997 Balance Additions Additions 12/31/95 (Reductions) (Reductions) Certificatesofindebtedness $ $ 315,000 $ 317,500 Compensated absences 23,674 5,546 ( 5,847) 
Balance 12/31/97 $ 632,500 23,373 $ 23,674 $ 320,546 $ 311,653 $655,873 NOTE K - DEI'REC1ATION/CONTINGENCY FUND In February 1993, the Board of Commissioners of St. Tammany Parish Fire District No. 12 establisbed a depreciation and contingency fund in the amount of $25,000 for the purpose of repairing and replacing equipment. The balance at December 31, 1997 remains at $25,000. 
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE L - PENSION PLAN SubslantialIy all employees of the St. Tammany Parish Fire Protection District No. 12 are members of the Louisiana Firefighters Retirement System (System), a nnfltlp]e-cmployer (cost- sharing), public employee retirement system (PERS). The System is a statewide in!bite retircment system for the benefit of fire districts and their staff, which is administered and controlled by a separate board of trustees. Contributions of participating fire districts are pooled with the System to fired accrued benefits, with employeffemp]oyee contribution rates approved by the I,onisiana I Jcgislaturc. The payroll for employees of all participating fire districts in tile System was $72,865,349 for the year ended June 30, 1997; the District's total payroll was $575,824 and $400,585 for the years ended I)ecember 31,1997 and 1996, respectively. Payroll covered by tile System was $570,489 and $389,568 for the years ended December 31, 1997and 1996, respectively. Membcrship is the Louisiana Firefighters Retirement System is mandatory for all full-time firefighters employcd by a municipality, parish, or fire protection district that did not enact an ordinance prior to January 1, 1980, exempting itself from participation in the System. Employees are eligible to retire at or after age 55 with at least 12 years of creditable service or at or after age 50 with at least 20 years of creditable service. Upon retirement, members are entitled to a retirement benefit, payable monthly for life, equal to three and one-third per cent of their final- average salary for each year of creditable service, not to exceed 100 percent of their final-average salary. Final-average salary is the employee's average salary over the 36 consecutive or joined months that produce the highest average. Employees who terminate with at least 12 years of service and do not withdraw their employee contributions may retire at or after age 55 (or at or after age 50 with at least 20 years of creditable service at termination) and receive the benefit accrued to their date of termination. The System also provides death and disability benefits. Benefits are established by state statute. In addition to certain dedicated taxes that are remitted to the System, (which constitute major fimding of the System), covered employees are required by state statute to contribute 8.00% of their annual covered salary to which the District adds a 9.00% contribution as an employer's match. The contributions for the years ended December 31, 1997 and 1996 were $49,345 and $41,346, respectively. The actuarially required contributions for those years, using the System's actuarial fund method (Frozen Attained Age Normal Cost Method), the actuary's recommended contribution rate of 22.45% from all sources (employees, employers, and dedicated taxes), and based on covered payroll, was $15,341,861. The aetuarially required coutribution has not been allocated to employees, employers, or to dedicated taxes, but will be determined by future actions of the Louisiana Legislature. The District's actuarially determined contribution represents 1% of the total contribution required of all participating employers. 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE K - PENSION PLAN (continued) "111c pension benefit obligation is a standardized disclosure measure of the present value of pension benefits, adjusted for tile effects of projected salary increases and step-rated benefits, estimated In be payable ill tile future as a result of employee service to date. Tile measure, which is tile actuarial present value of credited projected benefits, is intended to help users assess the Syslem's funding status on a going-concern basis, assess progress made in accumulating sufficient assets to pay benefits when due, and make comparisons among PERS and employers. The System does uot make sepal'ale measureuleuts of assets alld peasion benefit obligations for individual parllcipaling fire dislricls. The pension benefit obligation at June 30, 1997 for tlle System as a whole, determined through all actuarial valuation performed as of that dale was $456,225,346. The Syslem's net assets available for benefits on that date (valued at market) were $396,646,913, leaving all unfimded pension benefit obligation of $59,578,433. 1 lislorical trend informalion showing tile System's progress in accumulating sufficient assels to pay benefils when due is presented in lhe System's 1997 compreheusive animal financial report (a separate report). The District does not guarantee the benefits granted by the System. NOTE L - DEFERRED COMPENSATION PLAN The District offers its employees a deferred compensation plan created in accordance with Internal Revenue Code Section 457. The plan available to all employees permits them to defer a portion of their salary until future years. Tile deferred compensation is not available to employees until termination, retirement, death, or an unforeseeable emergency. Ammal contributions to the plan may not exceed the lesser of 25% ofparlicipating employee's gross salary or $7,500. Salaries of employees participating in this plan for the years ended December 31, 1997 aud 1996 totaled $37,670 and $52,369, respectively. The plan requires tbat the minimum contribution be eqtml to the current employee withholding rate for social security. The employer's contributions were $7,715 and $6,630 and the employees' contributions were $4,609 and $9,217 for the years ended December 31, 1997 and 1996, respectively. Employee contributions are made as a non-laxable payroll deduction. Tile District has elected to conh-ibute an additional amount to the plan as an extra benefit to participating employees. 
All amounts of the compensation deferred under the plan, all property and rights purchased with those amouuis, and all income attributable to those amounts, property or rights are (until paid or made available to tile employee or beneficiary) solely the property and rights of the District (without being restricted to the provisions of benefits under the plan), subject only to the claims of the District's general creditors. Participants' rights under tile plan are equal to those of genera creditors of the District in an amount equal to the fair market value of the deferred account for each participant. 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 NOTES TO FINANCIAL STATEMENTS 
NOTE L - DEFERRED COMPENSATION PLAN (continued) It is tile opinion of the District's legal counseI that tile District has no liability for losses under tile plan but does have tile duty of due care that would be required of an ordinary prudent investor. The Dislrict believes that it is unlikely that it will use the assets to satisfy the claims of general creditors in tile future. Accordingly, lhe plan assets and relaled liabilities have not been included herein. Investments arc managed by the plan's adminislralor (Deferred Compensation Plau). The choice of the iuvcshncnt option(s) arc made by the plan participants. NOTF, M - CONTINGENT LIAI31LITIES From time to lime, lhe Dishict is involved as a defendant in actual or threatened litigation, which is not covered by insurance. AI December 31, 1997, q~ere were no pending Olllu'ealcued claims which, in the opinion of the District's legal advisors, would have a material adverse affect on the financial statements should such claims be settled in favor of tile plaintiffs. 
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 SUPPLEMENTAL INFOIOMATION SCHEDULE FOR THE YEAR ENDED DECEMBER 31, 1997 
COMPENSATION I'A1D TO IIOARI) OF COMMISSIONERS 

As shown on tile attached schedule, compensation paid to lhe board of commissioners is presented in compliance with ltouse Concurrent Resolution No. 54 of the 1979 Session of the I,ouisiana Legislature. As provided by Louisiana Revised Statute 33:405(G), tl~c commissioners receive $30 dollars for each board meeting attended, up to two meetings per monlh. 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 SCHEDULE OF COMPENSATION PAID TO BOARD OF COMMISSIONERS 

Vinccnl Licata 
Tasso Taylor 
Millard Malthew 
Larry Thompson 
Jim Rappold 
S(anwood Leonard * 
*Resigned during 1997 

FOR TIlE YEAR ENDED DECEMBER 31, 1997 

Number 14 AlllOl.lnl $ 420 
12 360 
240 

12 360 
7 210 
2 60 $1,650 
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Steven A. Skarda, C.P.A Brent A. Silva, C.P.A. 
Skarda & Silva, L.L.P. Certified Public Accountants 4331 Iberville Street Mandeville, LA 70471 (504) 626-8299, Main (504) 626-9767, Fax 

INI)FPII'NI)I~;NT AUDITOI(S' RI,iPORT ON ('OMPLIANCE AND ON 1NTI,:RNAL C()NTI~,OI, OVI';P, FINANCIAl, III,]I)()RTING BASEl) ON AN AUDIT OF FINANCIAl S'I'ATI,;MI,'NT,R I'I,;I~I,'()I~MI;I) IN A(7(?OR1)ANCI: WITII (;OVERNMI,]NT AUI)ITIN(; STANDARDS 
To lhe Board of Comnlissioncrs St. Tammany Parish Fire Protection District No. 12 Covington, Louisiana We have audited the general purpose finaucial statements of the St. Tammany Parish Fire Prolcction District No. 12 as of and for the two years ended December 31, 1997 and 1996, and have issued our report lhercon dated November 23, 1998. In our repro-t, our opinion was qualified because a stalemenl of revenues, expeaditures, and changes in fund balance-budget and actual for the special revenue filnd ",',,as 11ol included in the general purpose financial statements. We conducted our audit in accordance wilh generally accepted auditing standards and the slandards applicable to financial audits contained the Comptroller General oflhe United Slates. Compliance 

n Government Auditing Standards, issued by 
As part of obtaining reasonable assurance about whether St. "l'ammany Parish Fire Prolcction l)istrict No. 12's general purpose financial stalemelds alc flee of material mlsstatemeat, we performed tests of its eompliauce with cerlain p~ovisions of laws, regulations, contracts and grams, noncompliance with which could have a direct and malerial effect on the determination of financial slatement amounls, llowever, providing an opinion on compliance with those provisions was not an objcclive of our audil and, accordingly, we do not express such an opinion. The results of our tcsts disclosed inslauees of notmompliance that are required 1o be reporled under Government Auditing Standards which arc described in the accompanying schedule of noncompliance with laws and regulalions. We also noted certain immaterial instances of noncompliance thal we have reported to the management of St. Tammany Parish Fire Prolection District No. 12 in a separate lelter dated November 23, 1998. 



nternal Control Over Financial Ret~ortin~ lu planning and performhag our audit, we considered St. Tammany Parish Fire Protection District No. 12's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the general purpose financial statements and not to provide assurance on tile internal control over financial reporting. Itowever, we noted certain mailers involving the internal control over financial reporting and its operations that we consider to be reportable conditions. ReportabIc conditions involve matters comiag to our atl[ention relating to significant deficiencies in tile design or operation oftbe internal control over financial zcporting that, ill our judgnleni, could adversely affect St. Tammany Parish Fire Protection District No. 12's ability to record, process, summarize and report financial data consistent witll tile assertions of management in tile general purpose financial statements. Reportable conditions m'e described in the accompanying schedule ofrcportablc conditions. A material weakness is a condition in which the des[gu or operation of one or more of the internal control components does not reduce to a relati~,cly low level the risk that misstatements in amounls that would be material in rclation to the general purpose financial statenients being audited may occur and not be detected within a timely period by employees in tile normal course of performing thelr assigned fimctions. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be rcporlable conditions and, accordingly, would not necessarily disclose all reportable conditions float arc also considered to be material weaknesses. However, we believe none of the reportable conditions described above is a material weakness. This report is intended for the information of the St. Tammany Parish Fire Protection District No 12 management and the Legislative Auditor of the State of Louisiana, and should not be used for any other purpose. This restriction is not intended to limit the distribution of this report, which, upon acceptance by the Board of Commissioners of the St. Tammany Parish Fire Protection District No. 12, is a matter of public record. 



Commenl 

ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 SCltEDULE OF REPORTABLE CONDITIONS FOR TIlE TWO YEARS ENDED DECEMBER 31, 1997 
BUDGET 

The Dish'ict has not established a system for prcpariug and legally adopting an annual budget for the special revenue fired. The preparation and legal adoption of an ammal budget are rcquircd by slate law and generally accepted accounting principles. Budgets are an important internal and external plalming tool for the financial planning, control, and evaluallon processes of governments. Since govermnent monies are considered to be of a public nature, parties outside as well as inside of governments pmlicipate in the development of the annual operating budgets. Recommendation Procedures should be established to prepare and legally adopt an annual budget for the specia revenue fund. Response The management of the St. Tammany Parish Fire Protection District No. 12 has been made aware of the Local Government Budget Act LSA-R.S. 39:1301-1314 and generally accepted accounting principles requiring the preparation and legal adoption of an annual budget of the general fund and all special revenue funds. The management of the St. Tammany Parish Fire Protection District No. 12 has engaged Skarda & Silva, LLP, CPAs to assist in the preparation and legal adoption of the annual budget of the special revenue fired. 
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Comment 
ACCOUNTING AND FINANCIAL REPORTING 

The size of the St. Tammany Parish Fire Protection District No. 12's operations and tile limited experience in governmental accounting and reporting of the staff preclude them from properly establishing and maintaining the funds required. The bond indenture agreements require that a separate bank account be established, for each series of certificates of iadebtedness, to maintain the activity of the millage levied. Neither a special revenue fund nor a debt service fired was established by the District's management to acemmt for the certificates of indebtedness aad to account for the use of the proceeds. All activity of the I)istrict for the two years el}ded Decembcl 31, 1997 and 1996 was accounted for through the general fund. Recommendation Wc recommend that the Board of Commissioners of the District legally adopt the appropriate ftmds required to account for the special revenue and the debt service of the certificates of indebtedness. 
Re~)onsc The managemeut of the St. Tammany Parish Fire Protection District No. 12 will establish and legally adopt the appropriate funds required to account for special revenue and tile debt service of tile District to comply with the bond indenture agreement and the laws and regulations of the State of Louisiana. Comment The size of the St. Tammany Parish Fire Protection District No. 12's operations and the limited experience iu governmental accounting and reporting of the staff preclude them from properly analyzing and notifying the Board of Commissioners when actual revenues fail to meet to budgeted revenues by 5% or more, or when actual expenditures exceed budgeted expenditures by 5% or more. Furthermore, the budget should be amended upon notification. P, ecommendalion We reconnnend that the management of the District establish a policy that tile Board of Commissioners is to be notified in writing during the year when actual revenues fail to meet to budgeted revenues by 5% or more, or when actual expenditures exceed budgeted expenditures by 5% or more. Re~onse Tile management of the St. Tammany Parish Fire Protection District No. 12 will establish a policy "to ensure proper notification to Board of Commissioners of fl~e unfavorable budget variances. 



Finding 

ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 SCI 1EDULE OF NONCOMPLIANCE WITH LAWS AND REGULATIONS FOR THE TWO YEARS ENDED DECEMBER 31, 1997 
BUDGET 

The Local Government Budgeting Act LSA-R.S, 39:1310 requires the Comptroller (or his/her equivalent) to notify tile Board of Commissionms in writing during tile year when actual revenues fall to meet budgeted revenues by 5% or more, or when actual expendiltlres exceed budgeted expel~dilures by 5% or more. Furlhermorc, LSA-R.S. 39:1309 rcqulres the Board of Commissioners to amend the budget upon beiug notified. It does not appear the Districl complied with these requirements. There are several instances of revenues failing to meet budget by 5% or more, and expenditures exceeding budget by 5% or more, with no evidence of notification. Response The St. Tammany Parish Fire Protection District No. 12 will abide by the Local Government Budgeting Act LSA-R.S. 39-1309-1310. Finding The Local Government Budget Act LSA-R.S. 39:1301-1314 requires that tile mauagement of the SL Tammany Parish Fire Protection Distric~ No. 12 prepare, adopt, aud amend budgets for the general fund and each special revenue fired in accordance with procedures prescribed therein. Because of the District's failure to establish and adopt a special revenue fund as required by the bond indenture agreement, as well as, prepare and adopt a required budget for the special revetme fired, the accompanying financial statements do not include a comparison for actual revenues and expenditures to budget. Response The management of the St. Tammany Parish Fire Protection District No. 12 will abide by the Local Government Budget Act LSA-R,S. 39-1301-1314 in tile future. 



Finding ACCOUNTING, AUDITING. AND FINANCIAL REPORTING The Local Government Accounting, Auditing, and Financial Reporting Act LSA-R.S. 24:513 (A) (5) (a) requires that all audits shall be completed within six months of the close of the entity's fiscal year. Because of the change in accountant and auditor late in the engagement process and that the predecessor auditor delayed in providing sufficient information, Skarda & Silva, LLP, CPAs was uuable to commence tile audit prior to September 1998 arid, therefore, not able to complete the audit wilhin the six months, as required. Response There were circumsl.ances outside the Disl.rict's control that occurred which 1)recluded the St. Tammany Parish Fire Protection District No. 12 from providing the information to the auditor in a timely ll*laaller. The predecessor auditor, who was also the predecessor accoun|ant, did not provide the information necessary for the successor accountant to complete tile accounting for the fiscal year ended December 31, 1997. This delayed the successor auditor in commencing tlle audit for Ihc two years ended December 31, 1997. Also, there was additional required informalion that was not provided to the successor auditor that filrther delayed the audit even after completion of the accounting. The St. Tammany I'arish Fire Protection District No. 12 will comply with LSA-R.S. 24:513 (A) (5) (a) in the future. 



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 12 SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS FOR TH E YEAR ENDED DECEM BER 31, 1997 

TItERE WERE NO PRIOR AUDIT FINDINGS FOR TIlE TWO YEARS ENDED DECEMBER 31, 1995 
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