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Bruno CERTIFIED PUBLIC ACCOUNTANTS
& Tervalon

MICHAEL B BRUNQ, CPA
ALCIDE J. TERVALON, JR., CPA
WALDO J MORET, JR., CPA

INDEPENDENT AUDITORYS’ REPORT

The Honorable Judges of the

Civil District Court and the First and Second
City Courts for the Parish of Orleans

New Orleans, LA

We have audited the general purpose financial statements as listed in the Table of Contents
of the Judicial Expense Fund for the Civil District Court including the First and
Sccond City Courts, the Recorder of Mortgages and the Register of Conveyances for
the Parish of Orleans (hereinafier collectively referred to as the Fund) as of and for the
year ended December 31, 1998. These general purpose financial statements are the
responsibility of the Fund’s management. Our responsibility 1s to express an opinion on
these general purpose {inancial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and
Government Auditing Standards, issued by the Comptroller General of the United States.

Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are frec of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includces assessing the accounting principles used and significant
cstimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to in the first paragraph
present fairly, in all material respects, the financial position of the Fund as of December 31,
1998, and the results of its operations and changes in fund equity for the year then ended in
conformity with generally accepted accounting principles.

650 S. PIERCE ST./SUITE 203, NEW ORLEANS, LA 70119 (504) 482-8733 FAX (504) 486-8296
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INDEPENDENT AUDITORS’ REPORT
(CONTINUED)

The Honorable Judges of the
Civil District Court and the First and Second
City Courts for the Parish of Orleans

New Orleans, LA
Page 2

In accordance with Government Auditing Standards, we have also 1ssued our report dated
June 10, 1999 on our consideration of the Fund’s internal control over {inancial reporting,
and our tests of its compliance with certain provisions of laws, regulations, contracts and

orants.

W%w

BRUNO & TERVALON
CERTIFIED PUBLIC ACCOUNTANTS

Junec 10, 1999

_Bruno_ CERTIFIED PUBLIC ACCOUNTANTS

& Tervalon T
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JUDICIAL EXPENSE FUND

OF THE

CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

COMBINED BALANCE SHEET
GOVERNMENTAL FUND TYPE AND ACCOUNT GROUPS
DECEMBER 31, 1998

ASSETS AND OTHER DEBITS

Cash and temporary cash investments

(NOTE 2)
Amounts receivable

Accrued interest recelvable

(NOTE 6)
Fixed assets (NOTE 4)

Amount to be provided for
long-term hability

Prepaid expenses

Total assets and other debit

GOVERNMENTAL
FUND TYPE

General

$3,613,086

41,182

320,515

-0-

_0-

33,722

$4.008,505

____ACCOUNT GROUPS
General
Fixed Long-term
Assets Liability
$ -0- $  -0-
-0- -0-
-0- 0-
3,899,502 -0-
-0- 44,114
-0- 0-
$3.899,502 $44.114

Total
(Memorandum

Only)

The accompanying notes are an integral part of the financial statements.

$3,613,086

41,182

320,515

3,899,502

44,114

33,722

$7.952.121




GOVERNMENTAL FUND TYPE AND ACCOUNT GROUPS, CONTINULED

LIABILITIES AND FUND EQUITY
AND BALANCI:S

l.1abilitics:
Accounts payable
Compensated absences payable
(NOTE 5)
l.ong-tcrm hability (NOTLE 5)

Total liabilitics

I'und Equity:
Investment in general
lixed assets
I'und balances:
Designated (NOTLE 7)
Undesignated

Total fund balanccs

Total habilitics and fund
cquity and balances

JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT

FOR THE PARISH OF ORLEANS

COMBINED BALANCE SHEET

DECEMBLER 31, 1998

GOVERNMENTAL

FUND TYPI

General

$ 863,703

0-
-

863,703

-0-

2,700,000
444,802

3.144.802

$4,008,505

ACCOUNT GROUPS
Gengeral
Fixed l.ong-term
Assets Liability
$ -0 0-
-0- 21,674
-0- 22.440
-0- 44.114
3.899.502 -0-
_()- -
_0- -0-
-0- _0)-
$3.899,502 $44.,114

Total
(Memorandum
Only)

The accompanying notes are an integral part of the financial statcment.

$ 863,703

21,674
22,440

907817

3,899,502

2,700,000
444,802

3.144,802

$7.952,121




JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

COMBINED STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE--GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 1998

GOVERNMENTAL
FUND TYPE
General
Revenues:
Fees $14,283,360
Interest income 368,247
Other income 86.442
Total Revenues: 14.738.049
Expenditures:
Direct expenditures:
Salaries and fees:
Salaries 8,818,813
Court stenographer {ees | 16,573
Employec benefits 1,608,660
Office supplies 177,410
Books, printing and copier 317,233
Postage and courier 50,521
Furniture, equipment rental and maintenance 378,535
Insurance 102,545
Telephone 147,231
Professional services 110,593
Jurors’ pay and transportation 60,851
Filing fees 94.860
Total direct expenditures 11,883.825

The accompanying notes are an integral part of the financial statements.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT

FOR THE PARISH OF ORLEANS

COMBINED STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE--GOVERNMENTAL FUND, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 1998

GOVERNMENTALI
FUND TYPE
General
I'xpenditures, Continued:
Indirect Expenditures:
Security cost $ 79,215
Capital expenditure 104,429
Division expenditure 190,041
Building renovations and improvements 31338
Total indirect expenditures _405.023
Total expenditures 12.288,.848
I:xcess of revenue over expenditures 2.449.20]1
I'und balance, beginning of year 695.601
Fund balance, end of year $ 3,144,802

The accompanying notes are an integral part of the financial statements.

6



NOTE

JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS

1 - Summary of Accounting Policies :

The Judicial Expense Fund of the Civil District Court for the Parish of
Orleans (the Fund) is designated by LSA-R.S. 13:1312 as the managing
entity for fiscal operations of the Civil District Court for the Parish of Orleans,
the First and the Second City Courts of the City of New Orleans, and the
offices of the Recorder of Mortgages and the Register of Conveyances for the
Parish of Orleans.

The judges of the Civil District Court for the Parish of Orleans and the judges
of the First and the Second City Courts of the City of New Orleans, sitting En
Banc, as set forth in LSA-R.S. 13:1312, have sole management responsibility
and oversight for the Fund. This responstbility and oversight includes
control over all revenues deposited into the Fund by the aforementioned
courts and offices, all disbursements made by the Fund, the setting of all fees

charged by the courts and offices comprising the Fund and the determination
of expenditures related to the operations of such courts and offices.

The accounting policies of the Fund conform to generally accepted
accounting principles as applicable to governmental agencies. The following

1s a summary of the more significant accounting policies:

The Financial Reporting Entity

Governmental Accounting Standards Board Statement No. 14, The Financial
Reporting Entity, (GASB 14) established standards for defining and reporting

on the financial entity. GASB 14 indicates the focal point for identifying the
financial reporting entity as the primary government, which is considered to
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

- Summary of Accounting Policies , Continued:

The Financial Reporting Entity, Continued

be any state government or general purpose local government or a special-
purpose government that meets all of the following criteria: a) has a separately
elected governing body; b) is legally separate, and c) is fiscally independent
of other state and local governments.

As previously discussed, state statute established the Fund as the managing

entity for fiscal operations of the Civil District Court for the Parish of
Orleans, the First and Second City Courts of the City of New Orleans which

1s separate and independent of any other governmental “reporting entity”, as
defined by GASB 14. In addition, the Fund is financially independent of
other governments. Although the Fund conducts its business from a building

provided by the City of New Orleans, as discussed in NOTE 4, this support is

considered incidental in relation 1o the Fund’s total revenues and expenditures
and 1n view of the additions and improvements made to this building by the

Fund from its operating revenues over the term of its occupancy which total
in excess of $2,100,000.

Accordingly, management has concluded that the Fund is the financial
reporting entity within the meaning of the provisions of GASB 14,

Fund Accounting

The Fund uses the general fund and account groups to report on its financial
position and results of its operations. Fund accounting is designed to
demonstrate legal compliance and to atd financial management by segregating
transactions related to certain of the Fund’s functions or activities.



JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 1 - Summary of Accounting Policies , Continued:

Fund Accounting, Continued

The Fund is a separate accounting entity with a self-balancing set of accounts
that include assets, liabilities, fund equity/balances, revenues and expenditures,
as appropriate. An account group, on the other hand, 1s a financial reporting
device designed to provide accountability for certain assets and liabilities that
are not recorded in the funds because they do not directly affect net expendable
available financial resources.

The funds are classified as follows:

Governmental Funds

Governmental funds are used to account for all or most of the Fund’s
general activities. The measurement focus is upon determination of
changes in financial position, rather than upon net income determination.
The following are the Governmental funds of the Fund:

General Fund

The General Fund is used to account for all financial resources except
those that are required to be accounted for in another fund.

The operations of the general fund are comprised of the gencral fund’s assets,
liabilities, fund balance, revenues and expenditures, as related to the fiscal
operations of the Civil District Court, the First City Court, the Second City
Court, the Office of Recorder of Mortgages and the Office of Register of
Conveyances.




NOTE

JUDICIAL EXPENSE FUND
OF THE -
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

1 - Summary of Accounting Policies , Continued:

Fund Accounting, Continued

Salaries of the judges of the Civil District Court, which are paid directly by the
Supreme Court of Louisiana, are not included in the financial statements
presented herein since such salaries are earned by the respective judges for
serving in their capacities as state judges and not for compensation in their
roles as management of the Fund .

Additionally, the Fund has no authority in the determination of these salary
amounts or the duties of these individuals in their capacities as state judges.
For the same reasons, certain expenditures incurred by these judges and paid

directly by the Supreme Court of Louisiana are likewise excluded from these
financial statements. The general fund 1s used to account for all financial

resources of the Fund.

Account GGroups

Account groups are used to establish accounting control and accountability for
the Fund’s general fixed assets and general long-term debt. They are self-
balancing group of accounts that are concerned only with the measurement of
financial position, not with the mcasurement of results of operations. The
following are the Fund’s account groups: |

General Fixed Assets Account Group

This group of accounts is established to account for fixed assets of the
Fund. The fixed assets of governmental funds are recorded as

expenditures at the time they are purchased or constructed, and the related
assets are capitalized or reported in the general fixed assets account group.

10




NOTE

JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

1 - Summary of Accounting Policies , Continued:

Account Groups, Continued

General Long-Term Debt Account Group

The general long-term debt account group is used to record long-term
liabilities of the Fund when due or when resources have been accumulated
for payment.

Fixed Assets

The accounting and reporting treatment applied to fixed assets associated with

the general fund is determined by its measurement focus. All governmental
fund types arc accounted for on a spending “financial” flow measurement

focus. This means that only current assets and current habilities are gencrally
included on their balance sheets.

Their reported fund balance (net current assets) is considercd a measurc of
“available spendable resources”. Governmental fund operating statements
present increases (revenues and other financing sources) and decrcases
(expenditures and other financing uses) in net current assets. Accordingly,
they are said to present a summary of sources and uses of “available spendable
resources” during the period. Therefore, acquisitions of capital assets arc
expensed in the period purchased.

Fixed assets used in governmental fund type operations are accounted for in
the general fixed assets account group, rather than in the general fund. No

depreciation has been provided on such fixed assets.

All fixed assets are valued at historical cost or estimated historical cost if
actual historical cost is not available.

11



NOTE

JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

I - Summary of Accounting Policies , Continued:

Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized
in the accounts and reported in the financial statements. Basis of accounting
relates to the timing of the measurement made, regardless of the measurement
focus applied.

The Fund uses the modified accrual basis of accounting. Revenue is
recognized when it becomes measurable and available as net current assets.
Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund liability is incurred.

Budgets and Budgetary Accounting

A budget was not adopted for the year ended December 31, 1998 since
management 1s of the opinion that the Fund is not required to do so.
Accordingly, no statement of revenues, expenditures and changes in fund

balance-budget and actual is included in the financial statements presented
herein.

Compensated Absences

It 1s the Fund’s policy to permit some employees to accumulate a limited
amount of earned but unused leave (annual vacation and sick leave). The
unused leave for some employees may be carried forward from year 10 year,
and 1s payable upon separation from service. Accrued leave earned but
unused by those employees at December 31, 1998 has been included in the
long-term liability account group in the accompanying financial statements.

12



JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 1~ Summary of A¢ccounting Policies, Continued:

Division Expenditures

It is the Fund’s policy to limit expenditures by each division of the Court for
additional operating expenses that are not paid directly by the general fund.
Such expenditurcs may be made at the discretion of each presiding divisional
judge in accordance with specific guidelines established by the Fund as to the
purpose for which these expenditures may be used and only for such
expenditures supported by proper documentation.

The specific guidelines establishcd by the Fund permit use of such amounts

for expenditures directly associated with or incidental to legal or judicial
matters and functions, of the following nature:

Travel, lodging, meals, conference fees, professional fees, dues,
publications, purchase or leasing of equipment (exclusive of vehicles),
maintenance of equipment and furnishing, and remodeling of offices.
These division expenditures are included in the general fund of the

accompanying financial statements of the Fund.

13



JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 1 - Summary of Accounting Policies, Continued:

NOTE 2 -

Use of Istimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabtlities and disclosures of
contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenditures during the reporting period.

Actual results could differ from those estimates.

Total Columns on the Combined Financial Statements

The total column on the combined financial statements is captioned
“Memorandum Only” to indicate that it is presented only to facilitate analysis.
Data in these columns do not present financial position in conformity with
generally accepted accounting principles. Such data 1s not comparable to a
consolidation.

Governmental Accounting Standards Board (GASB) No.’s 25 and 27

In November 1994, the GASB 1ssued Statement No. 25, “Financial Reporting
for Defined Benefit Pensions Plans and note disclosures for Defined
Contribution Plans”, and Statement No. 27, “Accounting for Pensions by State

and Local Governmental Employers”. As such, the Fund’s financial
statements reflect the disclosure requirements of GASB No.’s 25 and 27.

Cash and Temporary Cash Investments:

Cash and temporary cash investments include amounts in demand deposit
accounts as well as short-term cash investments with maturity of three months
or less.

14
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

2 - Cash and Temporary Cash, Continued:

At December 31, 1998 the carrying amount of the Fund’s deposits in bank
accounts (collected bank balance) was $813,562. Of these amounts, $100,000
was covered by federal depository insurance and the remainder collateralized
by a pledge of securitics owned by the depository bank, but held 1n
safekeeping by other financial institutions.

Louisiana state law allows all political subdivisions to invest excess funds in
obligations of the United States, certificates of deposit of state or national
banks having their principal office in Louisiana or any other federally insured
ivestment. '

State law also requires that deposits of all political subdivisions be fully
collateralized at all times. Acceptable collateralization includes FDIC/FSLIC

insurance and the market value of securities purchased and pledged to the
political subdivision. Obligations of the United States, the State of Louisiana
and certain political subdivisions are allowed as security for deposits.
Obligations furnished as security must be held by the political subdivision or
with an unaffiliated bank or trust company for the account of the political
subdivision.

At various times during 1998, deposits in ¢xcess of FDIC insurance were
collateralized by the securities described above. GASB, which promulgates
the standards for accounting and financial reporting for state and local
governments considers these funds uncollateralized.

Even though these funds are considered to be uncollateralized under the
provisions of GASB Statement 3, Louisiana Revised Statute 39:1229 imposed
a statutory requirement on the custodial bank to advertise and sell the pledged
securities within ten (10) days of being notified by the depositor that the fiscal
agent has failed to pay deposited funds upon demand.

15



NOTE 3 -

JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

Pension Plans:

Plan Description

The Fund does not maintain a separate pension plan for its employees.
However, its employees are eligible to participate in various multiple-employer
(cost-sharing), defined bencfit plans provided by the state or city governments,
and substantially all of the Fund’s employees are covered by one of the
available plans.

Generally, eligibility to participate in one of the plans commences with
employment and in some instances, is subject to certain age and carning

requirements.

Vesting of full benefits is subject to various years of required service,
generally ranging from twelve to thirty years, and, in some instances, may

require attainment of a minimum age.

Annual retirement benefits under the plans are generally stipulated as a
percentage of a participant’s defined annual compensation for each year of
service. In certain instances the resulting amount may be increased by a fixed
amount. In most cases annual retirement benefits may not exceed 100% of the

participant’s defined annual compensation. The plans issue publicly available
reports that include financial statements and required supplementary

information. The reports may be obtamned by writing to the following
addresses:

Louisiana State Employees’ Retirement System
8401 United Plaza Blvd.

Baton Rouge, LA 70804-4213

16
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JUDICIAL EXPENSE FUND
OF THE

CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 3 - Pension Plans, Continued:

Louisiana Clerks of Court Retirement and Relief Fund
11745 Bricksome Avenue -- Suite B-1
Baton Rouge, LA 70816

Sheriffs Pension & Relief Fund
P.O. Box 3163
Monroe, Louistana 71210-3163

Employees’ Retirement System
City of New Orleans

2400 Canal Street -- Room 324
New Orleans, LA 70119

Funding Policy

Under the terms of the various plans, employces contribute a specified
percentage of their gross earnings and the Fund also contributes a specified

percentage.

17




JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

———

T

NOTE 3 - Pension Plans, Continued:

Funding Policy, Continued

Those plans in which the employees of the Fund participate and the specified
contribution percentages are as follows:

Employee = Employer

Louisiana State Employees Retirement

System (LASERS) - Employees 7.50% 11.50%
Louisiana State Employees Retirement

System (LASERS) - Judges 11.50% 12.40%
Louisiana Clerk’s Retirement and Relief

Fund (LCRRF) 8.25% 10.00%
Sheriff’s Pension and Relief Fund State

of Louisiana (SPREFSL) 8.70% 5.00%
Employee’s Retirement System of the City

of New Orleans (ERSCNO) 4.00% 11.676%

The amounts of the most recently actuarially determined employer contribution
as a percentage of covered compensation for each plan amounted to:

LASERS 12.40%
LCRRF 6.96%
SPREFSL 8.00%
ERSCNO 11.47%

Benefits granted by the retirement systems are guaranteed by the State of
I ouisiana or the City of New Orleans, as applicable. The Fund does not
puarantee the benefits granted by the retirement systems.

13
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JUDICIAL EXPENSE FUND
OF THE

CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 3 - Pension Plans, Continued:

The total payroll of the Fund for 1998 amounted to $8,818,813. The Fund’s
contributions to the retirement system and the total covered payrolls by each
retirement system are as follows:

LLASERS LCRRE SPRFSI, ERSCNO TOTAL

Total covered

payroll $579.480 $4.851.703 $464,700  $1,937,147 $7.833,030
Employer

contribution $ 71.856 $_ 485,170 $_ 23,235 $ 226,181 $_ 806,442
Aggregate pension

cost $127.222 $ 878915 $.63,665 $ 300,072 $1,369,874

The pension benefit obligation is a standardized measure of the present value
of pension benefits, adjusted for the effects of projected salary increases and
step-rated benefits, estimated to be payable in the future as a result of
employee service 1o date.

19
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 3 - Pension Plans, Continued:

Most recent historical trend information showing each plan’s progress in
accumulating sufficient assets to pay benefits when due is presented in each
plan’s annual financial report. These reports of the various multiple-employer
plans provided by State or City governments are subject to audits by
independent auditors who issue separate reports thereon.

The following summarizes such:

LASERS LCRRF  SPRFSI, ERSCNO TOTAL
(In Thousands)

Net assets $ 4,972,079 $163,469 § 658,575 $355,566 $6,149,689
Pension benefit
obligation (6.953,096) (204,123) (620.463) (309,660) (8,087,342)

(Unfunded) or over

pension benefit
obligations $(1.981.017) $_(40,654) $_38.112 $_45.906  $(1.937.653)

In accordance with LAS-11:1563, if at any time monies in the State fund are not
sufficient to pay each retiree and bencficiary, the full amount to which he/she is
entitled, equal percentages of the full amount shall be paid to each retiree and
beneficiary until the Fund is replenished so as to warrant resumption of the
payment of the full amount to each retiree and beneficiary.

20
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 4 - General Fixed Assets Account Group:

The following is a summary of changes in the general fixed assets account group:

Balance Balance
January 1, December 31,
1998 Additions Retirement 1998
Furniture and |
fixtures $2,063,236 $51,642 $-0- $2,114,878
Data processing
cquipment 1,765,885 18,739 -0- 1,784,624
$3.829.121 $70.381 $-0- $3.899.502

The 1998 additions to the fixed assets account group have been included in
capital expenditures and division expenditures, at cost, in the accompanying,
statement of revenues, expenditurcs and changes in fund equity for the year ended

December 31, 1998.

The building which the Fund occupies and uses to conduct its operations is
owned by the City of New Orleans. Although the Fund does not pay rent to the
City, the Fund has made additions and improvements to the building during its
teri of occupancy.

These additions and improvements are not included in the general fixed assets
account group since the Fund does not own the building. Such building
additions and improvements funded from operations of the Fund over its term
of occupancy approximate $2,100,000. Building additions and improvements
made for the vear ended December 31, 1998, amounted to $31,338 and arc
included in the accompanying financial statements of the Fund.

21



JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT

FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 5 - Long-Term Liability:

NOTE

6 -

The Fund 1s required by law to make monthly payments to the widow of a
former city court judge. The payments are to continue for the remaining life of
the widow. The annual amount of the payments total $5,500 for 1998 and are
reflected as operating expenditures in the accompanying financial statements of

the Fund.

Although the liability for these future payments does not represent a decrease in
net current assets of the Fund, and, therefore, 1s not a current liability of the
general fund, the Fund 1s legally required to continue these payments.

Accordingly, the Fund has included the gross monthly payments calculated over
the estimated and actual remaining life of the recipient in the long-term liability
account group which reflects the Fund’s liability for funding these payments
from future operations.

Also, included in this account group is compensated absences for some

employees. At December 31, 1998 the amount of $21,674 included in
compensated absences, represents leave earned but unused by some employees.

Registry of Court Funds:

'The Civil District Court, First City Court and Second City Court each maintain
a registry of court funds.

Partics to litigation in these courts may deposit, or be ordered to deposit, cash or
property into these funds in connection with the related litigation. Cash or
property so deposited is the property of the litigants and 1s to be returned or
disbursed to them or such other parties as the court may direct upon the
conclusion of the litigation.
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JUDICIAL EXPENSE FUND
OF THE

CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 6 - Registry of Court Funds, Continued:

Each court has responsibility solely for its own Registry of Court Funds. The
management of the Judicial Expense Fund has no responsibility or authority
with respect to these specific funds.

The Clerk of Civil District Court, the Clerk of First City Court and the Clerk of
Second City Court are the custodians of the Registry of Court Funds for each

respective court. The Clerks generally may only accept deposits into or disburse
funds from the Registry of Court Funds by order of the respective court.

These funds are subject to an annual audit by independent auditors who issue a
separate report thereon.

With respect to the Registry of Court Funds of the Civil District Court, statc
statutes authorize the investment of these funds into interest-bearing accounts.
The statutc provides that one-half of the interest earned shall be credited to the
litigants® deposits and one-half shall be remitted to the Judicial Expense Fund
as reimbursement of administrative costs associated with the Registry of Court
Funds.

Interest earned and due to the Judicial Expense Fund for 1998 amounted to
$320,515 and is included in the accompanying financial statements.

NOTE 7 - Contingencies and Commitments:

Certain of the offices within the Fund are defendants in various lawsuits.
Although potential liability for some of these claims is limited to the insurance
policy deductible for each incident, a number of the claims arose in an office
which was unable to secure insurance coverage and, accordingly, such claims are
not covered by insurance. The outcome of these matters cannot be determined.
As of December 31, 1998 and June 10, 1999 no provision for any potential loss
has been recorded in the accompanying financial statements.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 7 - Contingencies and Commitments, Continued:

Although the Fund has not yet signed a contract, the Court En Banc has directed
the dedication of approximately $2,700,000 from the general {fund for various
special projects listed below:

SPECIAL PROJECT DESCRIPTION AMOUNT

Wang System Conversion The Court plans to convert the $1,200,000
old Wang System by replacing
all hardware, software, and cables
currently in use at the Courthouse.

The new Network System should
recoup the total cost of the

conversion over time.

Optical Imaging System  The Clerk of Civil District Court 600,000
plans to convert all paper
documents into optical images
that can be processed and accessed
via computer. This process will
enable faster research and retrieval
of all documents filed in the Clerk’s

office.
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JUDICIAL EXPENSE FUND

OF THE

CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 7 - Contingencies and Commitments, Continued:

SPECIAL PROJECT

Building Improvements

Salary Increases

Total designated

DESCRIPTION AMOUNT

The Court plans to replace the $ 200,000
flooring in the Courthouse. The

Court 1s presently reviewing the

type of flooring that will allow low

maintenance, long life, and

minimize future costs.

The Court implemented a salary 700,000
increase starting in 1999 and plans
to appropriate funds to cover all the

associated costs.

$2.700.000

It 1s the intent of the Fund to appropriate additional funds in the future.

NOTE 8 - Risk Management:

The Fund 1s exposed 1o various risks of loss related to torts, theft or, damage to
and destruction of assets for which the Fund carries commercial insurance.
Liabilities are reported when it is probable that a loss has occurred and the
amount of the loss can be reasonably estimated.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 9 - Concentration of Credit Risk:

The Fund’s principal source of revenue consist mainly of filing fees.

NOTE 10 - Post Retirement Benefits:

The Fund provides certain continuing health care and life insurance benefits for
its retired employees as provided by LSA-R.S. 17:1223. Substantially all of the
Fund’s employees become eligible for these benefits if they reach normal
rctirement age while working for the Fund. These benefits for retirecs and
similar benefits for active employees are provided through a private insurcr,

whose monthly premiums are paid jointly by the employee and the Fund. The
Fund recognizes the cost of providing these benefits (the Fund’s portion of

premiums) as an expenditure when the monthly healthcare benelit premiums are
duc. In 1998, the Fund’s portion of healthcare benefit premiums totalled

$121,354.
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Bruno CERTIFIED PUBLIC ACCOUNTANIS
& Tervalon

MICHALEL B. BRUNO, CPA
ALCIDE J TERVALON. JR. CPA
WALDO J. MORET. Ji., CPA

INDEPENDENT AUDITORS’ REPORT
ON
SUPPLEMERNTARY INFORMATION

The Honorable Judges of the

Civil District Court and the First and Second
City Courts for the Parish of Orleans

New Orleans, 1LA

Qur report on our audit of the general purpose financial statements of the Judicial Expense
Fund of the Civil District Court including the First and Second City Courts, the
Recorder of Mortgages and the Register of Conveyances for the Parish of Orleans,
(heremafter collectively referred 1o as the Fund) appears on page 1.

That audit was conducted for the purpose of forming an opinion on the general purpose
financial statements of the Fund. The accompanying Exhibit A is presented for the purpose
of additional analysis and is not a required part of the general purpose financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the
general purpose financial statements and, in our opinion, is fairly stated, in all material
respects, in relation to the general purpose financial statements taken as a whole.

The accompanying disclosure on Year 2000 issues (Exhibit B) is presented in accordance
with the requirements of Governmenial Accounting Standards Board Technical Bulletin 99-
1, Disclosures about Year 2000 Issues - an amendment of Technical Bulletin 98-1. We have
applied certain limited procedures which consisted primarily of mquiries of management
regarding the stages of assessment and presentation of the supplementary information.
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INDEPENDENT AUDITORS” REPORT
ON
SUPPLEMENTARY INFORMATION

(CONTINUED)

We did not audit the Year 2000 disclosure information and as such do not express an opinion
on it.

Also, because of the unprecedented nature of the Year 2000 1ssue, its effects, and the success
of related remediation efforts will not be {ully determinable until Year 2000 and thereafter,
management cannot assure that the Fund is or will be Year 2000 ready, that its remediation
clfiorts will be successiul in whole or in part, or that parties with whom the Fund does
business will be Year 2000 ready.

Lrars qcﬂr\ﬁﬂaﬂ

BRUNO & TERVALON
CERTIFIED PUBLIC ACCOUNTANTS

June 10, 1996
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EXHIBITB

JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

YEAR 2000 DISCLOSURE ISSUES

The Year 2000 issue is the result of short comings in many electronic data processing
systems and other electronic equipment that may adversely affect the Fund’s operations.

The Fund has completed an inventory of its computer systems and other electronic
cquipment that may be affected by the Year 2000 1ssue and that are necessary to conducting
the Fund’s operations. The Fund has identified such systems as being financial and
accounting, reporting, and employee benefits.

Overall, the Fund has undcrtaken and completed its awareness, assessment and remediation

stages of the Year 2000 preparedness process. Currently, the Fund’s has upgraded or
updated the necessary systems and equipment to be Year 2000 compliant. The
validation/testing stage is ongoing.
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Bruno
& Tervalon

MICHALL B. BRUNO, CPA
ALCIDE J TERVALON, JR., CPA
WALDG J. MORLT. JR.. CPA

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS® REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVIER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANIDDARDS

The Honorable Judges of the
Civil District Court and the First
and Second City Courts for the

Parish of Orleans
New Orleans, LA

We have audited the general purpose financial statements of the Judicial Expense Fund of
the Civil District Court, including the First and Second City Courts for the Parish of
Orleans, the Recorder of Mortgages and the Register of Conveyances (hereinafter
collectively referred to as the Fund) as of and for the year ended December 31, 1998, and

have issued our report thereon dated June 10, 1999. We conducted our audit in accordance
with generally accepted auditing standards and the standards applicable to financial audits

contained 1n Government Auditing Standards, issued by the Compiroller General of the
United States.

Compliance

As part of obtaining reasonable assurance about whether the Fund’s {inancial statements are
frce of material misstatement, we performed tests of its compliance with certain provisions
of taws, regulations, contracts and grants, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and,

~accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing
Standards.

650 S. PIERCE ST./SUITE 203, NEW ORLEANS, LA 70119 (504) 482-8733 FAX (504) 486-8296




INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS
(CONTINUED)

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Fund’s internal control over
financial reporting in order 1o determine our auditing procedures for the purpose of
expressing our opinion on the {inancial statements and not to provide assurance on the
internal control over financial reporting. However, we noted certain matters involving the
internal control over financial reporting and its operation that we consider to be reportable
conditions. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control over financial
reporiing that, in our judgment, could adversely affect the Fund’s ability to record, process,
summarize and report financial data consistent with the assertions of management in the
financial statements. The reportable conditions are described in the accompanying Schedule
of Findings and Questioned Costs as items 98-1 through 98-3.

A material weakness is a condition in which the design or operation of one 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
{inancial reporting would not necessarily disclose all matters in the internal control that might
be reportable conditions and, accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material weaknesses. We consider the reportable
conditions described as items 98-1 and 98-2 to be material weaknesses.

This reportis intended for the information of the Honorable Judges, the Fund’s management
and the Legislative Auditor, and is not intended to, and should not be used by anyone other
than thesc specified parties.

j F—~Slralon

BRUNO & TERVALON
CERTIFIED PUBLIC ACCOUNTANTS

June 10, 1999
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT FOR THE
PARISH OF ORLEANS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
08-1

Condition

Subsidiary ledgers are not maintained and/or reconciled to the applicable general ledger
accounts on a periodic basis.

Recommendation

We recommend that management maintain subsidiary ledgers for all significant accounts
(such as accounts payable, payroll expense, retirement payable, etc.) and perform pertodic
reconctltations of the balances in these accounts to the applicable general ledger accounts.
The reconciliation should be prepared and all reconciling items/variances should be
documented and the necessary corrections made to subsidiary ledgers or journal entries
prepared and posted to the general ledger on a timely basis.

Management’s Response

By the end of 1999, implementation of standardized accounting policies and procedures
as well as the automation of the entire accounting process will ensure that there will be
periodic reconciliation of all subsidiary and general ledger accounts.
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JUDICIAL EXPENSE FUND
OF THE

CIVIL DISTRICT COURT FOR THE
PARISH OF ORLEANS

SCHEDULE OF FINDINGS AND QUESTIONED COST, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
08-2

Condition

The cash balance per the general ledger at December 31, 1998 was $686,015 compared
to the reconciled bank balance of $601,322 resulting in an out-of-balance condition of
$84,693. Itis our understanding based on discussion with management that the condition
is the result of untimely reconctliations of bank accounts and/or unidentified transactions.
This out-of-balance condition has increased significantly from the prior year and persisted
on all monthly reconciliations prepared by the Fund 1n varying amounts for 1998 and

subsequent to year end .

Also, we noted that the Fund’s accountant has as of June 30, 1999, resolved
approximately $25,000 of the out-of-balance condition at December 31, 1998.

Recommendation

We strongly recommend that management undertake necessary steps to resolve this
significant out-of-balance condition and to prevent its recurrence.

Management’s Response

We have an out-of-balance condition that we have been unable to resolve for several
months. Management has made plans to hire an independent accountant to complete the

reconciliations.
In addition, management has requested its current independent auditors’ to review and

report on the status of the resolution process to the Honorable Judges as soon as possible
after the reconciliations are completed.
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JUDICIAL EXPENSE FUND
OF THE

CIVIL DISTRICT COURT FOR THE
PARISH OF ORLEANS

SCHEDULE OF FINDINGS AND QUESTIONED COS'T, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
08-3

Condition

The Fund has established a verbal outstanding check policy to write-off all outstanding
checks in excess of six months. We noted several checks during our testing of bank
reconciliations that were outstanding in excess of six months at December 31, 1998.

Recommendation

We recommend that management undertake the necessary steps to ensure compliance
with its outstanding check policy.

Management’s Response

When the problem with the bank reconciliation is resolved, the outstanding checks in
cxcess of six (6) months will be written-off.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 1998

We have audited the general purpose financial statements of the Judicial Expense Fund of
the Civil District Court including the First and Second City Courts of the Parish of
Orleans, Recorder of Mortgages and the Register of Conveyances (hereinafter
collectively referred to as the Fund) as of and for the year ended December 31, 1998, and
have issued our report thereon dated June 10, 1999. We conducted our audit in accordance
with generally accepted auditing standards and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Our audit of the financial statements as of December 31, 1998 resulted in an
unqualified opinion.

SUMMARY OF AUDITORS’ REPORTS

Section 1:

a. Reporton Internal Control and Compliance Material to the Financial Statements

Internal Control:
Material Weaknesses Yes x No Reportable Conditions Yes x No

Compliance:
Compliance Material to Financial Statements Yes No _x

b. Federal Awards

Internal Control: |
Material Weaknesses *N/A Reportable Conditions  *N/A

Type of Opinion on Compliance:
For Major Programs: *N/A

*N/A - Non-applicable
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 1998

b. Federal Awards, Continued

Are there findings required to be reported in accordance with Circular A-133, Section
.510(a)?

*N/A

c. Identification of Major Programs:
Dollar threshold used to distinguish between Type A and Type B Programs: *N/A

Is the auditee a ‘low-risk’ auditee, as defined by OMB Circular A-1337 *N/A

Reportable Conditions

Section II:  Financial Statement Findings
Sce Reference Numbers 98-1 through 98-3 of the Schedule of Reportable Conditions
located on pages 35 to 37.

Section II1: Federal Award Findings and Questioned Costs

*N/A

Currently, the Fund does not receive any Federal Awards.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)
STATUS OF PRIOR YEAR’S FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 1998

Sections 1, 11 and I11:

Currently, the Fund does not receive any Federal Awards.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT FOR THE
PARISH OF ORLEANS
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)
STATUS OF PRIOR YEAR’S FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
07-1

Condition

The cash balance per the general ledger at December 31, 1997 was $68,678 compared to the

reconciled bank balance of $57,179 resulting in an out-of-balance condition of $11,499. It
1s our understanding based on discussion with management that the condition is the result of

transactions entered into the general ledger after year end closing.

As ol May 27, 1998 the condition remains unresolved. Management continues in its effort
to identify the cause of the condition.

Current Status

Management has not completed the Accounting Procedures Manual as of June, 1999. There
are several plans in progress to address all accounting relating policies and procedures by

year-end. The Offtce Manager and Chief Accountant have completed training to expedite
this objective and plan to complete the written policy and procedure manual by year-end.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT FOR THE
PARISH OF ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
STATUS OF PRIOR YEAR’S FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
Q7-2

Condition

For the year ended December 31, 1997, the cumulative wages and related withholding and
taxes paid as reflected on the Fund’s Internal Revenue Service form 941 filed with the
Internal Revenue Service, differed from the amounts as recorded on the Fund’s general
ledger as follows:

‘Per 941  Per General Iedger  Difierence

Wages $8,669,733 $8,957,430 $287,697
Federal income tax withheld 1,098,567 1,098,610 43

Current Status

Management continues to work on the Accounting Procedures Manual as of June, 1999,
There are several plans in progress to address all accounting relating policies and procedures
by year-end. The Office Manager and Chief Accountant have completed training to expedite
this objective and plan to complete the written policy and procedures manual by year-end.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT FOR THE
- PARISH OF ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
STATUS OF PRIOR YEAR’S FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
97-3

Condition

The approach of the Year 2000 presents significant issues for many financial information,

and operational systems. Many systems in use today may not be able to interpret dates after
December 31, 1999 approximately, because such systems allow only two digits to indicate
the year in a date. As aresult, such systems are unable to distinguish January 1, 2000, which

could have adversc consequences on the operations of the Fund and the integrity of
information processing causing safety, operational, and financial issues.

Our audit of the Fund’s financial statements for the year ended December 31, 1997, does
not provide any assurances that the Fund’s systems are Year 2000 compliant. In addition,
we were not engaged to perform, nor did we perform, any procedures to test whether the
Fund’s systems are Year 2000 compliant or whether the plans and activities of the Fund are
sufficient to address and correct the system or any other problems that might arise because
of the Year 2000. Accordingly, we do not express an opinion nor provide any other
assurarnces regarding the Year 2000.

Current Status

Our systems have been tested and arc year 2000 compliant.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT FOR THE
PARISH OF ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
STATUS OF PRIOR YEAR’S FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
O7-4

Condition

Significant material checks are outstanding with some dated as far back as 1990.

Current Status

The above condition has been resolved.

Reference Number
97-5

Condition

No periodic reconctliation 1s performed between the "cash book” report maintained by the
jury pool statf to the general ledger.

Current Status

Currently, all jury disbursement checks are compared to the Juror Attendance Sheets prior
to check disbursement.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT FOR THE
PARISII OF ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
STATUS OF PRIOR YEAR’S FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
07-6

Condition

We noted the absence of purchase requisitions in four (4) of eight (8) items selected and
charged to the judiciary appropriation fund.

Current Status

All purchases are made via the Judicial Expense Fund Department. We are currently using,
pre-numbered purchase orders to acquire goods and services.

Reference Number
Q7-7

Condition

Personnel interviewed appeared not to have a clear understanding of the expectations of their
job responsibilities. |

Current Status

There are several plans in progress to address all accounting relating policies and procedures

by ycar-end. The Office Manager and Chief Accountant have completed training to expedite
this objective and plan to complete the written policy and procedure manual by year-end.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT FOR THE
PARISH OF ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
STATUS OF PRIOR YEAR'’S FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
97-8

Condition

The collection units have responsibility for the preparation of deposits slips for funds
collected. However, there is no count between the cashiers and the Fund clerk upon the
transfer of monies for the deposit function.

Current Status

Currently all transfers of funds from collection offices to the Fund staff verified at the point

of transfer. Other policies and procedures will be addressed 1n our new policy and procedure
manual.

Reference Number
97-9

Condition

There 1s lack of independence between the personnel file maintenance and payroll functions.
One individual administers the new hire orientation and payroll system setup, pay status
changes, routine payroll processing, tax and pension payable computation.

Current Status

All of the above items have been resolved including the use of ADP ReportWriter to create
reports "on-the-fly" for management periodic review. Our staffing size does not allow for
complete separation of all duties, but periodic reviews of payroll changes 1s performed by the
Office Manager.
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JUDICIAL EXPENSE FUND
_ OF THE
CIVIL DISTRICT COURT FOR THE
PARISH OF ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
STATUS OF PRIOR YEAR’S FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
97-10

Condition

The Fund does not have a formal system for competitive bidding.

Current Status

Management is currently revamping all purchasing guidelines and procedures and that will
also include the use of competitive bidding in appropriate situations.

Reference Number
07-11

Condition

Our review of the financial statements of the Fund reveals an ongoing operating deficit.

Current Status

Fecs were increased in 1998 which addressed the on-going operating deficit.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT FOR THE
PARISH OF ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
STATUS OF PRIOR YEAR’S FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number
X7-12

Condition

Establishment of a fixed asset accountability system.

Current Status

The established policies and procedures will address the above condition. The physical
inventory count process has been mnitiated and will be updated and reconciled to the general
ledger balance 1n the latter part of 1999.

Reference Number
Q7-13

Condition

Currently, the Fund does not have a plan of action geared toward the complete automation
of the accounting department. Deveclopment of such a plan should incorporate the
implementation of a system for the following phases of the accounting processes:

— Procurement

— Accounts Payable
~  Payroll

- Requisition

- Fixed Assets

- General Ledger
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT FOR THE
PARISH OF ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
STATUS OF PRIOR YEAR’S FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 1998

Reference Number, Continued
97-13

Current Status

There are several plans in progress to address all accounting related policies and procedures
by year-end. The Office Manager and Chief Accountant have completed training to expedite

this objective and plan to complete the written policy and procedure manual by year-end.
However, most of the above items are automated. The policy and procedure manual will

incorporate all parts of accounting in the automation process.
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JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

EXIT CONFERENC.

LWL

An exit conference was held on June 29, 1999 with representatives of the Fund. The
contents of this report were discussed and management 1s 1n agreement. Those persons in
attendance were as follows

JUDICIAL EXPENSE FUND
OF THE
CIVIL DISTRICT COURT
FOR THE PARISH OF ORLEANS

Ms. Trudy Peacock -- Office Manager

Mr. Terr1 Nogees - Chief Accountant

BRUNO & TERVALON, CERTIFIED PUBLIC ACCOUNTANTS

Mr. Paul K. Andoh, Sr., CPA ~— Sentor Manager
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ROBIN M. GIARRUSSO S A R
o L. {ufji!?: ’r9
CHIEF JUDGE SRR
CIVIL DISTRICT COURT
DIVISION “G” 421 LOYOLA AVENUE
592-9333 30 July 1999 NEW ORLEANS, LOUISIANA 70112

Daniel G. Kyle, CPA

Iegislative Auditor of Iouisiana
P, 0. Box 94397

Baton Rouge, Louisiana 70804

RE: Audit of the Judicial Expense Fund
of the Civil District Court for the
Parish of Orleans for year ending
31 December 1998

Dear Mr. Kyle,

An audit of the Judicial Expense Fund for the Civil District Court for the
year ending 31 December 1998 was recently sent to vyvour office in compliance
with law and regulation. In that report, our auditors noted a discrepancy
1n the cash balances. We advised your office that we would promptly recon-
cile the cash balance to ascertain the error. In that regard, we hired
another firm of certified public accountants, namely, Koltun, Buckman &
Ortiz, Ltd. (A Professional Accounting Corporation) .to perform the task.

I attach a copy of a letter from Gerardo Ortiz, CPA, who is overseeing the
reconciliation. He has advised that he should complete the reconciliation by
the second week of August, 1999. As you will see from Mr., Ortiz's letter
dated 29 July 1999, "many of the mistakes" have been found.

We will send you shortly a final report from Koltun, Buckman & Ortiz, Ltd.
explaining what their reconciliation efforts showed. We expect to give
you this report within about 15-20 days, or as soon as it is received and

reviewed by us.

Should you have qgquestions, please feel free to contact me.
Sincerely yours,

Ky fk v /7); L v

Robin M. Giarrusso
, Chief Judde

RMG/mnt
nclosure
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KOLTUN, BUCKMAN AND ORTIZ, LTD.

A PROFESSIONAL ACCOUNTING CORPORATION
1515 POYDRAS STREET - SUITE 1450

NEW ORLEANS, LOUISIANA 70112

(504) 581-3916
ALLEN B. KOLTUN, CPA®*

JAY L. BUCKMAN, CPA* FAX (504) 529-2945
GERARDO ORTIZ, CPA

"A Professlonal Accounting Corporation

July 29, 1999
Honorable Robin Giarrusso, Chief Judge
Orleans Parish Civil Court
New Orleans, Louisiana
RE: Judicial Expense Fund

Dear Judge Giarrusso:

This 1s to inform you, that we have found many of the mistakes made in recording the cash

transactions and that we have been able to reconcile the operating, payroll and juror’s accounts
through July, 1998.

We expect to complete the reconciliation of the accounts through December, 1998, shortly.
In the interim, should you have any questions or need additional information, please let me know.

Sincerely,

Yz r4e

Gerardo Ortiz, CPA

GO\go



JUDICIAL EXPENSE FUND
AUDITOR'S REQUEST -'98 REPORTABLE CONDITIONS

JUNE 30, 1999

Reference Number
98-1

Condition

Subsidiary ledgers are not maintained and/or reconciled to the applicable general ledger
accounts on a periodic basis.

Recommendation

We recommend that management maintain subsidiary ledgers for all significant accounts
and perform periodic reconciliation of the balances in these accounts to the applicable
general ledger accounts. The reconciliation should be prepared and all reconciling
items/variances should be documented and the necessary corrections made to subsidiary
ledgers or journal entries prepared and posted to the general ledger on a timely basis.

Management's Response

By the end of 1999 implementation of standardized accounting policies and procedures as
well as automation of the entire accounting process will ensure that there will be periodic

reconciliation of all ledgers.

Reference Number
98-2

Condition

The cash balance per the general ledger at December 31, 1998 was $686,015 compared to
the reconciled bank balance of $601,322 resulting in an out-of-balance condition of $84,693.
It is our understanding based on discussion with management that the condition is the result
of untimely reconciliation of bank accounts and/or unidentified transactions. This out-of-
balance condition has increased significantly from the prior year and persisted on all



monthly reconciliations prepared by the Fund in varying amounts for 1998 and subsequent
to year end.

Recommendation

We recommend that management undertake necessary steps to resolve this material out-
of-balance condition.

Management's Response

We have an out-of-balance condition that we have been unable {o resolve for several months.
A complete analysis of all cash entries for 1998 will be reconciled to the general ledger to clear
the out-of-balance condition and this will be completed by July 31, 1999,

Reference Number
98-3
Condition

The Fund established a verbal outstanding check policy to write-off outstanding
checks in excess of six months. We noted several checks during our testing of
bank reconciliations that existed in excess of six months at December 31, 1998.

Recommendation

We recommend that management undertake the necessary steps to ensure compliance
with its outstanding check policy.

Management's Response

When the problem with the bank reconciliations is resolved, the outstanding checks in
excess of six months will be written-off.



JUDICIAL EXPENSE FUND
AUDITOR'S REQUEST - '87 REPORTABLE CONDITIONS

JUNE 3, 1998

Reference

#
97-1 Resolutions of Cash Out of Balance Condition

Condition

The cash balance per the general ledger at December 31, 1997 was $68,678 compared to
57,179 resulting in an out-of-balance condition of $11,499. It is our understanding based on
discussion with management that the condition is the result of transactions entered into the

general ledger after year end closing.

As of May 27, 1998 the condition remains unresolved. Management continues in its effort
to identify the cause of the condition.

Recommendation
We recommend that management continues in its effort to resolve the above condition.

Management's Response

We have not completed our Accounting Procedures as of June, 1999. We have several
plans in progress to address all accounting relating policies and procedures by year-end.
The Office Manager and Chief Accountant have completed training to expedite this

objective and plan to complete the written policy and procedure manual by year-end.

97-2 Reconciliation of Form 941 to General Ledger

Condition
For the year ended December 31, 1997, the cumulative wages and related withholding
and taxes paid as reflected on the Fund's internal Revenue Service form 941 filed

with the Internal Revenue Service, differed from the amounts as recorded on the Fund's
general ledger as folliows:

Per 941 _Per General Ledger Difference
Wages $8,669,733 $8,957 430 $287.697
Federal income Tax $1,088,667 $1,098,610 $43

Withheld

Recommendation
We recommend that the Fund's monthly procedures include the reconciliation of the

wages and related taxes and all differences resolved accordingly.

Management's Response
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97-4
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We have not compieted our Accounting Procedures as of June, 1999. We have several
plans in progress to address all accounting relating policies and procedures by year-end.
The Office Manager and Chief Accountant have completed training to expedite this
objective and plan to complete the written policy and procedure manual by year-end.

Year 2000 Compliance

Condition
The approach of the year 2000 presents significant issues for many financial information,

and operational systems. Many systems in use today may not be able to interpret dates
after December 31, 1989 approximately, because such systems allow only two digits to
indicate the year in a date. As a result, such systems are unable to distinguish January 1,
2000, which could have adverse consequences on the operations of the Fund and the

integrity of information processing, causing safety, operational, and financial issues.

Our audit of the Fund's financial statements for the year ended December 31, 1897, does
not provide any assurances that the Fund's systems are year 2000 compliant. In
addition, we were not engaged {o perform, nor did we perform, any procedures to test
whether the Fund's systems are year 2000 compliant or whether the plans and activities
of the Fund are sufficient to address and correct the system or any other problems that
might arise because of the year 2000. Accordingly, we do not express any opinion nor
provide any other assurances regarding the year 2000,

Recommendation
We recommend that management insure that the Fund's systems are year 2000 compliant.

Management's Response
Our systems have been tested and are Year 2000 compliant..

Condition
Significant material checks outstanding with some dated as far back as 1990.

Recommendation
It is our recommendation that management pursue resolution of the outstanding checks for

the operating and payroll accounts via location of the supporiing documents. This is
necessary in light of the potential for misappropriation of assets. Furthermore, as it becomes
necessary to reissue checks for valid outstanding items, the proper supporting documents
should be maintained as the basis for such payment.

The Fund should also consider the establishment of an outstanding check policy. The policy
should incorporate the timely review and resolution of all outstanding items within a specified

timeframe.
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97-8

Recommendation
We recommend that the Fund consider the development of written procedures detailing the
necessary functions, processes and control elements necessary for the effective operation of

the Judicial Expense Fund.

Also, we recommend that the Fund review the current job descriptions of its staff in
conjunction with the above recommendation.

Management's Response

We have not completed our Accounting Procedures as of June, 1988. We have several
plans in progress to address all accounting relating policies and procedures by year-end.
The Office Manager and Chief Accountant have completed training to expedite this
objective and plan to complete the written policy and procedure manual by year-end.

Condition
The collection units have responsibility for the preparation of deposits slips for funds
collected. However, there is no count between the cashiers and the Fund clerk upon

the transfer of monies for the deposit function.

The Fund should consider instituting the following procedures:
------ All cash collections shouid be verified at point of transfer to the Fund staff;

------ The collection units should prepare a cash collection log to identify all cash

activity. The report should be submitted at the point the funds are transferred
to the Fund staff. The completeness and accuracy of the report should be
verified and the signature of the Fund staff placed on the document to

evidence such. A copy of the report should be forwarded to the respective
cashiers;

------ The conveyance office should evaluate its record retention policy as it relates
to funds collection. The valuation should consider the need for an audit
trait for all transaction undertaken by that office;

------ The monthly Statement of Revenue & Expenses and Posted Transaction
Register should be reconciled on a monthly basis and differences, if any,
resolved;

Furthermore, the registers should be maintained {0 provide for an audit
trail;, and

------ The Fund should evaluate the possibility of preparing the cash receipts
reports to include the daily cash receipts ledger maintained by the Chief
Accountant using available software such as Lotus or Excel.

Management's Response
Currently all transfer of funds from collection offices to the Fund staff is verified at the point
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97-10

of transfer. Other policies and procedures will be addressed in our new policy and
procedure manual.

Condition
There is a lack of independence between the personnel file maintenance and payroll
functions. One individual administers the new hire orientation and payroll system
setup, pay status changes, routine payroll processing, tax and pension payable
computation.

Recommendation

The current payroll processing system should be evaluated with an aim toward
providing the necessary control elements to minimize, if not eliminate, the potential
that currently exists for misappropriation of assets;

The Fund should consider a control system that ensures that all personnel changes
(to include hire/termination, payrate, pension withholding, efc.) are properly
documented in writing by the employee as well as the payroll staff and filed
accordingly in the respective employees file to support all such transactions. A
periodic review for compliance should be underiaken at least on a quarterly

basis by someone independent of the payroll function;

Management should review the current system of payroll processing as it relates to
hours worked and leave earned and/or used 1o ensure the complete and accurate

reporting of such;

Cn a monthly basis, the Fund should reconcile the payroll register to the general
ledger to ensure that all transactions have been properly captured. This review
should include a cursory review of payroll at a supervisory level prior to
disbursement; and

In addition, the Fund staff should input all payroll changes on a timely basis to
minimize any time lag and facilitate the timely recording of all transactions to the
appropriate period.

Management’'s Response

All of the above items have been resolved including the use of ADP ReportWriter to
create report "on-the-fly" for management periodic review. QOur staffing does not allow
for separation of all duties, but periodic reviews of payroli changes are performed by

the Office Manager.

Condition
The Fund does not have a formal system for competitive bidding.

The Fund should consider:



------ The development of a formal procurement policy that requires the use of competitive bidding.

—————— The establishment of a centralized and consolidated purchasing and contracting system.

------ The implementation of the necessary internal coniro! elements in the procurement process
in order to minimize, if not eliminate, the potential for misappropriation of assets;

- A plan of action to upgrade the current computer system and capacity, and

m———— The implementation of a procedure that will ensure the updating of staff parking
assignments on a quarterly basis.

We have not completed our Accounting Procedures as of June, 1999, We have several
plans in progress to address all accounting relating policies and procedures by year-end.
The Office Manager and Chief Accountant have completed training to expedite this
objective and plan to complete the written policy and procedure manual by year-end.

97-11 Condition
Our review of the financial statements of the Fund reveals an ongoing operating deficit.

Recommendation
Management of the Fund should develop a plan of action that will address the operating
deficit.

Management's Response
Fees increased in 1998 which addressed the on-going operating deficit.

87-12 Condition

Establishment of a fixed asset accountability system.

Recommendation
We recommend that the Fund consider instituting the following procedures:

- Establish a dollar threshold of not less that $100 as a basis for tracking all assets
acquired.

e All "sensitive” assets should be tracked irrespective of dollar value,

------ A complete physical count should be undertaken of all assets located both on-site
and off-site.



The listing should include at a minimum: a tag number, description of asset, cost or
estimated cost for older items, location, and responsible department and person.

e The establishment of a physical count procedure to require the annual inventory and
reconciliation of all items purchased and/or retired to the completed asset living

previously discussed.

The established policies and procedure will include the above recommendations. The
physical inventory will be updated and reconciled to the general ledger balance in the

latter part of 1999,

87-13 Condition
Currently, the Fund does not have a plan of action geared toward the compete automation
of the accounting depariment. Development of such a plan should incorporate the
implementation of a system for the following phases of the accounting processes:

...... Procurement
...... Accounts Payable
...... Payroll

...... Requisition

...... Fixed Assets
------ General Ledger

Recommendation
Management of the Fund should develop a plan to facilitate the complete automation of
the accounting department.

Management’'s Response

There are several plans in progress to address all accounting relating policies and procedures
by year-end. The Office Manager and Chief Accountant have completed training to expedite
this objective and plan to compete the written policy and procedure manual by year-end.
However, most of the above items are automated. The policy and procedure manual

will incorporate all parts of accounting and the automation process.




Management's Response
We have not completed our Accounting Procedures as of June, 1999. We have several

plans in progress to address all accounting relating policies and procedures by year-end.

The Office Manager and Chief Accountant have completed training to expedite this
objective and plan to complete the written policy and procedure manual by year-end.

97-5 Condition
No periodic reconciliation is performed between the "cash book" report maintained by the

jury pool staff to the general ledger.

Recommendation
Subsequent to December 31, 1996 all juror payment are via check disbursement payable to

the individual juror. Staff should perform a penodic review comparison of juror payments
to jury "Attendance Sheets”.

Management’'s Response
Currently all jury disbursement checks are compared to the Juror Attendance Sheet prior to

check disbursement.

97-6 Condition
We noted the absence of purchase requisitions in four (4) of eight (8) items selected and

charged to the judiciary appropnation fund.

Recommendation
The Fund should establish a procedure to account for activities relating to the judiciary

appropriation accounts.

To enhance the reporting, we recommend that the report include information such as the
vendor, description of item purchased or services procured, and dollar amount to allow for
detailed review by the respective judge.

Furthermore, the Fund should evaluate the cost versus benefit of a centralized purchasing
and contracting system for goods and services. The system should incorporate the use of
prenumbered requisitions for all purchases.

Management's Response
All purchase are made via the Judicial Expense Fund Depariment. We are currentiy using
pre-numbered purchase orders to acquire goods and services.

97-7 Condition
Personnel interviewed appeared not to have a clear understanding of the expectations of their
job responsibilities.



