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KEITH J. ROVIRA

CERTIFIE (DD PUBLIC ACCOUNTANT
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INDEPENDENT AUDITOR’S REPORT

The Board of Trustees of

The Employees’ Retirement System of
Jefferson Parish, Louisiana

A Component Unit of Jefferson Parish

I have audited the accompanying general purpose financial
statements of the Employees’ Retirement System of Jefferson Parish,
a component unit of Jefferson Parish, as of and for the years ended
December 31, 1998 and 1997, as listed in the table of contents.
These general purpose financial statements are the responsibility
of the System’s management. My responsibility is to express an
opinion on these general purpose financial statements based on my
augdits.

I conducted my audits in accordance with generally accepted
auditing standards contained in the Government Auditing Standards.
Those standards reguire that I plan and perform the audits to
obtain reasonable assurance about whether the general purpose
financial statements are free of material wmisstatement. An audit
includes examining, on a test basis, evidence supporting the
amounts and disclosures in the general purpose financial
statements. An audit also includes assesgsing the accounting
principles used and significant estimates made by management, as
well as evaluating the overall general purpose financial statement
presentation, I believe that my audits provide a reasonable basis
for my opinion.

In my opinion, the general purpose financial statements referred to
in the first paragraph, present fairly, in all material respects,
the financial position of the Employees’ Retirement System of
Jefferson Parish as of December 31, 1998 and 1997, and the results
of its operations for the years then ended, in conformity with
generally accepted accounting principles,

My audits were made for the purpose of forming an opinion on the
general purpose financial statements taken as a whole. The
accompanying financial information listed as "Supplementary
Information" in the table of contents 1s presented for purposes of
additional analysis and is not a required part of the general



purpose financial statements of the Employees’ Retirement System
of Jefferson Parish. Such information has been subjected to the
auditing procedures applied in the audit of the general purpose

financial statements and, in my opinion, is fairly stated in all

material respects in relation to such financial statements taken
as a whole.

In accordance with Government Auditing Standardg, I have also
1ssued a report dated February 17, 1999, on my consideration of the
the Employees’- Retirement System of Jefferson Parish’s compliance
and on internal control over financial reporting based on an audit
of financial statements performed in accordance with Government
Auditing Standards. This report is presented separately after the
notes to the financial statements of this audit report.

Lid J

Keith J. Rovira
Certified Public Accountant

February 17, 1999
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ASSETS
Cash

THE EMPIOYEES'

B

— m— — —
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Statementg of Plan Net Assets
1898 and 1997

December 31,

Receivables:

Employer contributions
Members contributions
Accrued interest

Total Receivables

Prepalid expenses

Investments:

(Note B.23.)

Mutual funds

U.S. Treasury obligations
Corporate bonds

U.S. Government agencies
Municipal bonds

Cash in trust

Office eguipment,

Total Investments

depreciation (Note C)

Total Assets

LIABILITIES
Accounts payable
Unclaimed employee contribution refunds
Retirees’ premiums collected in advance
Accrued annual and sick leave

Hospiltalization premiums payable

Total Laiabillities

(Continued)

S

1858

191,377

46,982
5. 592
195,932

248,506

n

2,470

13,
S,
3,

1,

284,591
258,410
957,889
331,712
502,536

6,603

24,

341,741

net of accumulated

6,939

24,

791,033

7,668
12,896
27,246
50,599
72,441

170,850

Net Assets Held in Trust for
Pension Benefits
funding progress for the plan
is presented on page 15)

(A schedule of

$24,620,183

_— = — T e e— — — e e e o —

RETIREMENT SYSTEM OF JEFFERSON PARISH

1997

42,238

40,560
6,292
188,090

234,942

3,722

10,946,323
5,503,553
3,732,533

766,457
354,494
13,514

21,316,874

3,960

e —_—

21,601,737

10,477
12, 896
20,771
48,065

892,209

$21,509,528

The accompanying notes are an integral part of this statement.

—_ —_— — — = :



THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH

Statements of Changes in Plan Net Assets

December 31,

ADDITIONS
Contributions:
Employer
Members

Total Contributions
Investment income:
Net appreciation (depreciation)
in falr value of investments

Interest
Dividends

Less: Investment expense

Net investment income

Total Additions

DEDUCTIONS

Benefits

Refunds of contributions
Administrative expense (Page 19)

Total Deductions
Net Increase

Net Asgssets Held in Trust
for Pension Benefits:

Beginning of Year,
as Previously Reported

Restatement (Note F)
RBeginning of Year, as Restated

End of Year

(Continued)

1998 and 1997

18398

$1,320,401

158,915

1,473,316

1,771,823
700,502
1,423,570

3,895,895

69,710

3,826,185

5,305,501

1,908,284
129,074
157,488

2‘194:846

3,110,655

21,509,528

21,509,528

1997

$1,082,203

155,812

1,238,015

1,883,165
662,874
1,223,609

3,769,648

60,669

3,708,978

4,946,994

1,841,087
94,426
146,178

2,081,691

2,865,303

18,004,054

640,171

$24,620,183

18,644,225

$21,509,528

The accompanying notes are an integral part of this statement.
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THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Noteg to the Financial Statements
December 31, 1998 and 1997

NOTE A - DESCRIPTION OF THE SYSTEM

The following brief description of the Employees’ Retirement
System of Jefferson Parish (System), established January 1,
1973, 1is provided for general information purposes only.
Participants should refer to Ordinance No. 11027 and all
amendments for more complete information.

The System 1s a single-employer defined benefit pension plan
replacing Social Security for substantially all employees of
Jefferson Parish who began their employment prior to
December 15, 1979. On that date the System merged with the
Parochial Employees’ Retirement System of Louisiana (PERS)
and became a closed system; all new employees of the Parish
after that date are memberg of PERS only.

Beginning on January 1, 1980, PERS provided substantially
all benefits to new retirees who belonged to both systems.
For such retirees, the benefits provided by the Jefferson
System are now limited to amounts resulting from differences
between benefits provided by the two systems: Jefferson’s
free credit for military service to retirees who did not
purchase c¢redit from PERS, Jefferson’s automatic one-half
benefit to a surviving spouse, and Jefferson’s guarantee
that combined retirement benefits at least equal the
benefits a member would have receilved had they remained
under only Social Security and PERS until the date of their
retirement, death or disability.

The System permits retirement at age 60 with at least 10
yvears of service. Members terminating before rendering 10
yvears of service may elect to receive a lump-sum
distribution equal to their accumulated contributions at
- their termination date.

Death and disability benefits formerly provided by the
System are now provided for the most part by PERS.
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THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Notes to the Financial Statements (Continued)
December 31, 1998 and 1997

NOTE A - DESCRIPTION OF THE SYSTEM (CONTINUED)

The following employee membership data is actuarially
determined and is a categorized listing of the total number
of members on whom the Jefferson System retaing liabillity as
of December 31, 1998:

Retirees and beneficiarxies currently
receiving benefits 804

Terminated employees entitled to

benefits but not yet receiving them 36
Active plan members 452
Total 1,292

Number of participating employers
(Jefferson Parish) 1

The plan 1s closed to new entrants.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Bagis of Accounting
The System’s financial statements are prepared using
the accrual basis ©of accounting, whereby revenues are
recognized when they are earned and expenses are
recognized when incurred. Contributions from the
System and the System’s employees are recognized as
revenue in the period in which employees provide
services to the System. Contributions made to the
System by Jefferson Parish, the employer, are
recognized when due and the employer has made a formal
commitment to provide the contributions. Pension
benefits and refunds of employee contributions are
recognized when due and payable in accordance with the
terms of the plan. Investment income is recognized as
earned by the plan.

2. Reporting Entity
In classifying the reporting entity, certain criteria
for defining the organizations, functions and
activities of a governmental unit should be included in
the general purpose financial statements of the
Employees’ Retirement System of Jefferson Parish. Such




NOTE B
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THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH

Notes to the Financial Statements (Continued)

December 31, 1998 and 1997

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

information has been subjected to the auditing
procedures applied in the audit of the financial
statements of that governmental entity. The criteria
considered and evaluated were accountability for fiscal
matters, scope of public service and manifestations of
oversight. Manifestations of oversight were considered
to include the designation of management, the selection
of the governing board and the ability to significantly
influence operations. Accountability for fiscal
matters was considered to include control over
surpluses, responsibility for debt, managerial control
of fiscal matters, certain revenue characteristics and
budgetary approval, or the lack thereof.

Based on the foregoing criteria, the Employees’
Retirement System of Jefferson Parish was determined to
be a component unit of Jefferson Parish, the
governmental entity with oversight responsibility. The
accompanying financial statements present information
only on those funds maintained by the System and do not
present information on Jefferson Parish, the general
government services provided by that governmental

entity, or other governmental entities that comprise
the governmental reporting entity.

Cash and Investments

The Governmental Accounting Standards Board Statement
No. 3 reguires the disclosure of deposits with
financial institutions and investments.

Cash

At vear-end, the carrying amount of the System’s bank
deposit was $191,377. The bank balance was $288,895,
of which $100,000 was insured by federal depository
insurance and $188,895 was collateralized with

securities held by the pledging institution’s agent in
the name of the System.

Investments

All investments of the System are reported at fair
value. Securities traded on a national exchange are

valued at the last reported sales price at current
exchange rates.
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THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Notes to the Financial Statements (Continued)
December 31, 1998 and 1997

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

As of December 31, 1998, five-percent of plan net
assets equaled $1,231,009. Also, as of December 31,
1998, the System had a total market value of
$12,043,909, invested in one mutual fund, which
represented 48.9% of plan net assets. Other than this
mutual fund, no investment in any one organization,
other than the U.S. Government, represented 5% or more
cf plan net assets.

The System’s investments are held in a single bank-
administered trust fund. The investments at year-end
are categorized to give an indication of the level of
risk assumed by the System. Category 1 includes
investments that are insured or registered or for which
the securities are held by the System or its agent

in the System’s name. Category 2 includes uninsured
and unregistered investments for which the securities
are held by the broker’s or dealer’s trust department
or agent in the System’s name. Category 3 includes
uninsured or investments for which the securities are
held by the broker or dealer, or by its trust
department or agent but not in the System’s name.

The System’s investments as of December 31, 1998 are
categorized as follows:

CATEGORY Carrying
1 2 3 Amount
U.S Treasury

obligations - 85,258,410 - 55,258,410
Corporate bonds - 3,957,889 - 3,957,889

U.S. Government
agencies - 331,712 - 331,712
Municipal bonds - 1,502,536 - 1,502,536
Cash in trust - _ 6,603 - 6,603
$11,057,150 11,057,150
| Mutual funds 13,284,591
Total Investments S24,341,741

Since all investments are reported at fair value, the
carrying amounts of all investments listed above
egqualed their fair values.
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THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Notes to the Financial Statements (Continued)
December 31, 1998 and 1997

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

There are no investments in, loans to, or leases with
parties related to the pension plan.

Administrative costs are financed through investment
earnings. There were no legally regquired reserves at
December 31, 1998.

4 . Contributions
Contribution rates for plan members are actuarially
determined. The required contribution percentages for
members depends on which retirement system that
individual is a member. The rates are applied to an
employee’s annual covered salary. Member contribution
rates may be amended only by the Jefferson Parish
Council.

The employer contribution rate for the System is
actuarially determined. The System’s Board of Trustees
can recommend a change in the employer contribution
rate, however the Jefferson Parigh Council has to
approve the change.

For 1997, 1998, and 1999, periodic employer and
enmployee contribution rates were actuarially
determined. The actuarially determined contribution
requirements recommended for these years are as

follows:
1997 1998 1999

Jefferson System only:

Employee rate 6.05% 6.05% 6.05%
Employer rate 7.27% 7.48% 7.45%
PERS, Firefighters

& Jefferson Systems:

Employee rate . 8% minus . 8% minus . 8% minus

$4 per month $4 per month $4 per month

Enmployer rate 1.22% 1.43% 1.40%

PERS & Firefighters
Systems only:
Employee rate -
Employer rate 1.22% 1.43

o0

.40

o\
2
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THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Notes to the Financial Statements (Continued)
December 31, 1998 and 1997

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

5. Fixed Assgets
Office equipment 1is valued at cost less accumulated
depreciation, calculated on a straight-line basis over
estimated useful lives of 3 to 10 years.

6. Annual and Sick Leave

Annual leave (vacation) angd sick leave (gick pay) are
accrued when incurred for the office employees.

7. Comparative Data
Comparative total data for the prior year have been
presented in the accompanying financial statements in
order to provide an understanding of changes in the
System’s financial position and operations.

NOTE C - OFFICE EQUIPMENT

A summary of changes in office egquipment and related
accumulated depreciation on those fixed assets for the year
ended December 31, 1998 is as follows:

Office Equipment

Balance Balance
January 1, December 31,
1998 Additiong Deletions 1998
Office
equipment $33,859 $5,072 S - $38,931
Total S33,859 S5.072 S - $38,931

Accumulated Depreciation

Balance Balance
January 1, December 31,
1998 Additiong Deletions 1998
Office
eguipnment S29,899 S2,093 S - $31,992

Total $29,899 $2,093 S - $31,992




NOTE D

NOTE E

NOTE F
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THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Notes to the Financial Statements {(Continued)
December 31, 1998 and 1997

- LITIGATION

The System is a defendant in one lawsuit as of December 31,
1998. At this time, there is no evidence to prove that an
asset hasg been impaired or a liability has been incurred in
connection with this litigation.

- TREND INFORMATION

Trend information giveg an indication of the progress made
in accumulating sufficient assets to pay pension benefits
when due. Six-year trend data may be found in the
Supplementary Information section of this report.

- RESTATEMENT OF PRIOR YEARS’ BALANCES

The Governmental Accounting Standards Board issued Statement
No, 25, "Financial Reporting for Defined Benefit Pension
Plans and Note Disclosures for Defined Contribution Plans."
This statement changed financial reporting and disclosure
standards for defined benefit plans. Among other
provisions, the statement now regquires that investments be
reported at fair value and the net appreciation or
deprecilation in the failr value of investments be reported as
single line item on the Statement of Changes in Plan Net
Assets. As a result of these changes in accounting
principles, the following restatements were wmade to the
comparative financial statements: (1) Net Assets Held in
Trust for Pension Benefits at January 1, 1995, and 1996,
were increased by $703,526, and $640,171, respectively;

(2} there was a net reduction of $63,355 in Plan Net

Assets for the year ended December 31, 1996.
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THE EMPILOYEES'’

Supplementary Information
Schedule of Funding Progregs

(B)

Actuarial Actuarial

Valuation Value of
Date Agsets
1993 S16,660,436
1984 16,729,222
1995 17,163,066
1996 18,405,817
1997 20,043,556
1898 21,623,582

(C)

Actuarial

Valuation Covered
Date Payroll
1953 $23,403,099
1994 22,352,193
1995 22,317,135
1996 21,476,026
1997 21,170,519
19298 20,617,755

December 31,

(B)

Actuarial
Accrued
Liability-
(AAL)
bntry Age

$29,013,151

30,502,397
31,557,582
32,488,152
32,946,135
33,508,491

[ (B-A) /C]

UAAL as a

Percentage

of Covered
Payroll
52.78%
61.62
64 .50
65.57
60.95
57.64

1998

(B) - (A)

Unfunded
AAT,

(UAAL)

$12,352,715

13,773,175
14,394,516
14,082,235
12,902,579
11,884, 909

_——— — e —_— —_— —
—_ —_— — — = _— — —
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RETIREMENT SYSTEM OF JEFFERSON PARISH

(A/B)

Funded
Ratio

Q.

57.42%
54 .85
54 .39
56 .65
60 .84
64 .53
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THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Supplementary Information {(Continued)
Schedule of Employer Contributions
December 31, 1998

Annual

Year Ended Required Percentage

December 31 Contribution Contributed
1993 S1,384,244 57.65%
1994 1,487,260 54 .65
1995 1,568,491 55.51
1996 1,510,364 67.11
1997 1,492,701 72 .50
1998 1,427,954 92 .47

The information pregented in the required supplementary schedules
was determined ag part of the actuarial valuations at the dates
indicated. Additiconal information as of the latest actuarial

valuation follows:

Valuation date: 12/31/98

Actuarial cost method: Entry Age Normal
Amortization method: Level dollar, open
Amortization period: 40 vyears

Asset valuation method: market wvalue

Actuarial assumptions --

* Tnvestment rate of return: 8% (net of investment
expense)

* Projected salary increases: 6%

* Tncludes an inflation rate of 3.25% and
a merit rate of 2.75%

Cost-of-living adjustments: None
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THE EMPILOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Supplementary Information (Continued)
Summary of Historical Data
December 31, 1998

The Employees’ Retirement System of Jefferson Parish began
operating on January 1, 1973, after the employees of Jefferson

Parish voted 87.8% in favor of such retirement system to replace
Social Security.

The Parish paid all retirement benefits and other expenses of the
System from January 1, 1973, through Decembexr 31, 1974, from its

General Fund. Contributions to the System began on January 1,
1875,

The System was funded initially by contributions of 5.85% of total
wages by both the employee and the employer from January 1, 1975,
through January 6, 1978. The rate was increased to 6.05% each,
effective with the January 30, 1978, payroll.

In 1979 the Louisiana Legislature amended the Parochial Employees’
Retirement System law to require Jefferson Parish to pay an
additional 4.3% contribution (from 1%) or abandon Jefferson

Parish’s supplemental system and join the revised PERS effective
January 1, 1980.

On December 12, 1979, the Jefferson Parish System agreed to merge
its supplemental system with PERS, effective December 15, 1979. As
a result of this, the 4.3% increase 1n cost was avoided. |

After advice by its actuary, confirmed by its legal counsel, and
with a written opinion from the Louisiliana Attorney General, the
Employees’ Retirement System of Jefferson Parish decided to join
PERS’ supplemental system before January 1, 1980, at no added cost
to the Parish or its employees.

All of the employees who were members of the Employees’ Retirement
System of Jefferson Parish’s separate supplemental plan on December
14, 1979 will be guaranteed all of the benefits offered by that
plan, and all retirees entitled to benefits under that plan will
continue to receive thosge benefitg. The accumulated assets and
funds of the Employees’ Retirement System of Jefferson Parish were

retained for that purpose. All persons employed after December 14,
1979 are members of the PERS only.
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THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Supplementary Information (Continued)
Detaills of Invegstments
December 31, 1998

The following schedule represents a historical analysis of the
types of investments and the applicable percentage of total
investments at fair market value amounts for the years ended
1998 and 1997:

% of % of
total total
invest- invest-
1998 ments 1997 ments
Mutual funds S13,284,591 E5% S10,946,323 51%
U.S. Treasury
obligations 5,258,410 22 5,503,553 25
Corporate bonds 3,957,889 16 3,732,533 18
U.S. Government
agenciles 331,712 1 766,457 4
Municipal bonds 1,502,536 6 354,494 2
Cash in trust 6,603 - 13,514 -
Total

investments S24,341,741 100% 521,316,874 100%
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THE EMPLOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Supplementary Information (Continued)
Schedule of Administrative Expenses

For the Year Ended December 31, 1998

Salaries S 87,289
Retirement contributions 7,172
Group insurance 7,070
Depreciation 2,094
Membership dues & publications 215
Postage 4,821
Office expenses 4,194
Insurance 3,008
Actuarial fees 21,280
Audit fees 9,725
Legal fees 1,438
Telephone 1,867
Car allowance 6,825
Travel and seminar expenses 490

Total Administrative Expenses $157,488




S —— U T e
_— e — e— — — m— — — = e =
- — — — — = = — —

20

THE EMPLOYEERES’ RETIREMENT SYSTEM OF JRFFERSON PARISCH
Supplementary Information (Continued)
Schedule of Insurance Policies in Force and
Compensation Paid Board Members
Ag of December 31, 1998

Insurance Policies in Force

The following insurance policies were in force on December 31,
1998 :

Type of Coverage Amount of Coverage

Fidelity bond and depositor’s forgery
coverage, no deductible $100,000

Employees non-owned and hired vehicles
liability, combined bodily injury and

property damage, no deductible 5600, 000
Workers’ compensation, no deductible Per policy

on file

General liability, no deductible $1,000,000

Compensation Paid Board Members

Board members do not receive any compensation or per diem.
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THE EMPILOYEES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Supplementary Information (Continued)
Summary Schedule of Prior Audit Findings
For the Year Ended December 31, 1998

Reference NoO. : 1

Fiscal Year Finding Initially Occurred: Has existed from
inception.

Finding Described: The size of the System’s operations and its
limited staff preclude an adequate segregation of duties and other
features of an adequate system of internal accounting control.

Corrective Action and Additional Explanation: Management is aware
of this inadeqguacy in the internal control structure, however, it
feels that to employ such controls would not be cost beneficial.
No action will need to be taken.
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THE EMPLOYRES’ RETIREMENT SYSTEM OF JEFFERSON PARISH
Supplementary Information (Continued)

Corrective Action Plan for Current Year Audit Findings
For the Year Ended December 31, 1998

Reference NoO. : 1

Fiscal Year Finding Initially Occurred: Has existed from
inception.

Finding Described: The size of the System’s operations and its
limited staff preclude an adeguate segregation of duties and otherx
features of an adequate system of internal accounting control.

Corrective Action and Additional Explanation: Management is aware
of this inadeqguacy in the i1nternal control structure, however, it
feels that to employ such controls would not be cost beneficial.
No action will need to be taken.

Contact Person:

Ms. Terrie T. Rodrigue,

Chairperson - Board of Trustees

The Employeeg’ Retirement System
of Jefferson Parigsh, Louiglana

Anticipated Completion Date: Not applicable.
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CERTIFIED PUBRLIC ACCOUNTANT
3331 METAIRIE ROAD
METAIRIE, LOUISIANA 70001-5297

{(504) 831-4040 FAX {(504) 831-404¢2

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

The Board of Trustees of

The Employees’ Retirement System of
Jefferson Parish, Louisiana
A Component Unit of Jefferson Parish

I have audited the general purpose financial statements of the
Employees’ Retirement System of Jefferson Parish, a component unit
of Jefferson Parish, as of and for the years ended December 31,
1998 and 1997, and have issued my report thereon dated

February 17, 1999. I conducted my audits 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 a part of obtaining reasonable assurance about whether the
Employees’ Retirement System of Jefferson Parish'’s general purpose
financial statements are free of material misstatement, I performed
tests of its compliance with certain provisions of laws, |
regulations and contracts, noncompliance with which could have a
direct and material effect on the determination of the financial
statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of my audit, and
accordingly, I do not express such an opinion. The results of my
tests disclosed no instances of noncompliance that are reguired to
be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing my audits, I considered the Employees’
Retirement System of Jefferson Parish’s internal control over
financial reporting in order to determine my auditing procedures
for the purpose of expressing my opinion on the general purpose
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financial statements and not to provide assurance on the internal
control over financial reporting. However, I noted a matter
involving the internal control over financial reporting and its
operations that I consider to be reportable condition. Reportable
conditions involve matters coming to my attention relating to
significant deficiencies in the design or operation of the internal
control over financial reporting that, in my judgement, could
adversely affect the System’s ability to record, procegs, summarize
and report financial data consistent with the assertions of
management 1in the general purpose financial statements. I noted
that, as a material weakness, the size of the System’s operations
and its limited staff preclude an adequate segregation of duties
and other features of an adequate system of i1nternal accounting
control. Management is aware of this inadequacy in the internal
control structure, however, 1t feels that to employ such controls
would not be cost beneficial.

A material weakness is a reportable 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 general purpose
financial statements beling audited may occur and not be detected
within a timely period by employees in the normal course of
rerforming their assigned functions. My 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 considexred to be
material weaknesgsses. However, 1 considered the reportable
condition described above to be a material weakness.

This report 1s intended solely for the use of management and the
State of Louisiana Legislative Auditor 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 State of
Louisiana Legislative Auditor, is a matter of public record.
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Keith J. Rovira
Certified Public Accountant

February 17, 1999




