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1NI)EPENDENT AUI)ITOR'S REPORT 

Louisiana Motor Vehide Commission Department of Economic Development State of Louisiana Metairie, Louisiana 
We have audited the accompanying financial statements of the Louisiana Motor Vehicle Commission (the Commission), a component unit of the State ofl ,ouisiana, as of and for the year ended June 30, 1997, as listed in the table of contents. These financial statements are the responsibility of the Louisiana Motor Vehicle Conunlssion. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States, and the Louisiana Governmental Audit Guide. Those standards require that we plan and pedbrm the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the fin;u~cial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. As discussed in Note 1, the financial statements present only the Louisiana Motor Vehicle Commission, and are not intended to present fairly the financial position of the State of Louisiana and the results of its operations and cash flows of its proprietary fund types and nonexpendable trust funds in conformity with generally accepted accounting principles. In accordance with Goverument Auditing Standards, we have also issued a report dated July 29 1997 on our consideration of the Commission's internal control structure and a report dated July 29 1997 on its compliance with laws and regulations. 

MEMBERS: AMERICAN INSTITU3 [ OF CERTIFIED PUBLIC ACCOUNTANT"S SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 



In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Louisiana Motor Vehicle Commission of the State of Louisiana as &June 30, 1997, and the results of its operations for the year then ended in conformity with generally accepted accounting principles. 

July 29 1997 

DERBES & COMPANY CERTIFIED PUBLIC ACCOUNTANTS, LLC. 3027 RIDGELAKE DRIVE ~ POST OFFICE BOX 8176 |1 METAIRIE, LOUISIANA 70011 ~ TELEPHONE 504/837-2200 
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LOUISIANA MOTOR VEttlCLE COMMISSION DEPARTMENT OF ECONOMIC I)EVELOPMENT STATE OF LOUISIANA STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE GOVERNMENTAl. FUND TYPE 
FOR THE YEAR ENDED JUNE 30, 1997 

Revenues: Mcenses, permils and fees Use of money and property - interest earnings Other revenue Total Revenues 
_Expenditures: General government: Personal services and related benefits Professional services Operating services Materials and supplies Travel and olher charges Capital outlay Total Expenditures Excess (Deficiency) of Revenues over Expenditures 
Fund Balance - begimling of year Fund Balance - end of year 

The accompanying notes are an integral part of this statement 

General Fund 
$ 808,295 8,407 542 
817 244 
410,018 119,412 149,788 20,986 58,105 494.594 1,252,903 
(435,659) 687~992.8 $~52,269 
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LOUISIANA MOTOR "VEHICLE COMMISSION DEPARTMENT OF ECONOMIC DEVELOPMENT STATE OF LOUISIANA 
NOTES TO FINANCIAL STATEMENTS 

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES The Louisiana Motor Vehicle Commission (the Commission) is a component unit of the State of Louisiana created within the Louisiana Department of Economic Development, as provided by Louisiana Revised Statutes 36:109 El (9), 31:1251 et seq. and 6:951 et seq. The Commission is currently composed of fourleen members, as amended by Acts 1995, No. 51, ~ 1 of the Louisiana Legislature (effective June 9, 1995), who are appointed by and serve at the pleasure of the Governor, and is charged with the responsibility of regulating all areas of the new car industry, including motor vehicle sales finance companies, operating in Louisiana. Operations of the Commission are funded with license fees, fines and interest income. The governmental reporting entity is the State of Louisiana. In April of' 1984, the Financial Accounting Foundation established the Governmental Accounting Standards Board (GASB) to promulgate generally accepted accounting principles and reporting standards with respect to activities and transactions of state and local governmental entities. In June of 1987, the GASB issued a revised codification of governmental accounting and financial reporting standards. The codification and subsequent GASB pronouncements are recognized as generally accepted accounting principles for state and local government. 
The Louisiana Motor Vehicle Commission plepares its financial statements in accordance with the standards established by the GASB. GASB Codification Section 2100 establishes criteria for detemfining the governmental reporting entity and has defined the governmental reporting entity to be the State of Louisiana. The Commission is considered a component unit of the State of Louisiana because the state exercises oversight responsibility in that the Governor appoints the Comrrfissioners, and public service is rendered within the state's boundaries. The accompanying statements present only transactions of the Louisiana Motor Vehicle Commission, a component unit of the State of Louisiana. Annually, the State of Louisiana issues general purpose financial statements which include the activity contained in the accompanying financial statements. The general purpose financial statements are issued by the Louisiana Division of Administration-Office of Statewide Reporting and Accounting Policy and audited by the Louisiana Legislative Auditor. 



 

LOUISIANA MOTOR VEHICLE COMMISSION DEPARTMENT OF ECONOMIC DEVELOPMENT STATE OF LOUISIANA 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

3LICIES (Continued) IGNI A. Fund Accounting 
The acvounts of the Louisiana Motor Vehicle Commission are organized on the basis of fimds and account groups, each of which is considered a separate accounting entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues and expenditures. Revenues are accounted for in these individual fund,; based upon the purpose for which they are to be spent ~md the means by which spending activities are controlled. The funds presented in tile financial statements are described as follows: Gen_e_ral t~mA The General Fund is the principal fired and is used to account for the general operations of the Commission The various license fees and charges due the Commission are accounted for in this fund. Genmal operating expenditures are paid from this fund. B. General Fixed Assets and General J.dg!gz37ermObligations Fixed assets used in the governmental fund type operations (general fixed assets) are accounted for in the General Fixed Assets Account Group, rather than in governmental fimds. Depreciation has not been provided on general fixed assets. All fixed assets are valued at historical cost. Long-term obligations expected to be financed fl'om governmental funds are accounted for in the General Long-Term Obligation Account Group, not in the governmental funds. The only long-term obligation of the Commission is for accrued annual leave. The two account groups are not "funds". They are concerned only with the measurement of financial position, not with measurement of results of operations. 



 

LOUISIANA MOTOR, VEHICLE COMMISSION DEPARTMENT OF ECONOMIC DEVELOPMENT STATE OF 1,OUISIANA 
NOTES TO FINANCIAL STATEMENTS (CON'F1NUED) 

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) C. Basis of Accounting Basis of accounting refers to when revenues and expenditures are recognized and reported in tile financial statements. Basis of accounting relates to the timing of the measurements made, regardless &the measurement focus applied. The Commission's records are maintained on the modified accrual basis of accounting using the following practices: Revenues License fees are received at the be~,inning of the licensee's annual license period. License fees, as well as other revenues, are repolnted when received. Interest income on short-term investments is recognized as it is earned. 
Ex~ e_n._dit u Le_s Expenditures are generally recognized when paid. Compensation, professional fees and other obligations incurred as of June 30, 1997, for serviees provided during the fiscal year have also been recognized as expenditures in the current year. 2 - BUDGET PI/.ACTICES 

AnnuNly, the Commission adopts a budget that is sutnnitted to the Department of Economic Development in compliance with LSA-P,.S. 36:1331-1342. The budget, adopted on JanuaD' 22, 1996, and amended on March 10, 1997, was prepared and reported using the same accounting procedures and practices that are used in prcparing the annual financial statements Appropriations lapse at year-end. Budgeted amounts included in the accompanying financial statements represent the original adopted budget with one subsequent amendment, approved by the Board on March 10, 1997. The Board does not employ the use of encumbrance accounting for the operations of its activities. 



 

LOUISIANA MOTOR VEHICLE COMMISSION DEPARTMENT OF ECONOMIC DEVELOPMENT STATE OF LOUISIANA 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

2 - BUDGET PRACTICES (Continued) Substantial budget variances for the year ended June 30, 1997 are explained as follows 
Title Materials and supplies 

Variance- Favorable (Unfavorable) Comments $ (9,986) 

3 - CASH AND CASH EOUIVALENTS 

As a result of moving to a new facility owned by the Commission, funds in excess of budgeted amounts were expended to acquire various office, building and janitorial supplies for operations. 
For reporting purposes, cash and cash equivalents include cash, demand deposits, time deposits, and certificates of deposit. Under state law, the Commission may deposit funds within a fiscal agent bank selected and designated by the Interim Emergency Board. Further, the Commission may invest in time certificates of deposit of state banks organized under the laws of 1,ouisiana, national banks having their principal office in the state of Louisiana, in savings accounts or shares of savings and loan associations and savings banks and in share accounts and share certificate accounts of federally or state chartered credit unions. At June 30, 1997, the carrying amount of the Commission's deposits was $305,555 and the bank balance was $323,015. Of the bank balance, $271,769 was covered by federal depositor)' insurance and $51,246 was covered by collateral held by the New Orleans branch of the Federal Reserve Bank in the Commission's name. 
Certificates of deposit at June 30, 1997 consist of the following 
Deposit o_!2~ Bank One, Louisiana 

Date of Origin _M_ kturi!~ 05/21/97 11/21/97 
Interest Rate 
4.81% 
Amount $ 9O.OQ0 
Accrued Interest $474 



 

LOUISIANA MOTOR VEttlCLE COMMISSION DEPARTMENT OF ECONOMIC DEVELOPMENT STATE OF LOUISIANA NOTES TO FINANCIAl. STATEMENTS (CONTINUED) 
4 - VACATION AND SICK LEAV[ 

5- 

11 

The Louisiana Motor Vehicle Commission has the following policy related to vacation and sick leave: 
Employees earn vacation and sick leave at rates established by tile Louisiana Department of Civil Service. The rate varies from twelve days &vacation time and twelve days of sick leave per year for new employees up to twenty tour days of each for employees with over fifteen years of service. Employees can carry over unused time indefinitely. Upon termination of employment, the Louisiana Motor VehMe Commission is obligated to pay the employee at their current hourly rate for all unused vacation time up to 300 hours. At June 30, 1997, employees of the Commission had accumulated and vested $39,339 of employee leave benefits, which was computed in accordance with GASB Codification Section C60. Of this amount, $-0- is recorded as an obligation of the General Fund and $39,339 is recorded within the General Long-Term Obligation Account Group because the Commission does not expect to pay it out of current resources. Upon retirement, unused vacation leave in excess of 300 hours plus unused sick leave are used to compute retirenrent benefits 
TOTAL COLUMN ON BALANCE StlEET The total column on the balance sheet is captioned "Memorandum Only" to indicate that it is presented only to facilitate financial analysis. Data in this column does not present financial position in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation. 
Since the Louisiana Motor Vehicle Commission consists of only one fund, no memorandun~ totals are presented on the Statement of Revenues, Expenditures and Changes in Fund Balance or the Statement of Revenues, Expenditures and Fund Balance - Budget (GAAP Basis) and Actual. 



 

LOUISIANA MOTOR VEttlCLE COMMISSION DEPARTMENT OF ECONOMIC I)EVELOPMENI" STATE OF LOUISIANA NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
6 - CHANGES IN GENERAL FIXED ASSETS The changes in general fixed assets follows 
Furniture and equipment Automobiles Office building 

Beginning Balance 
$ 143,847 60,767 __ 10 85O 

Add_itj0ns D~ositions 
$ 47,101 -0- __447.493 $ (16,420) -0- -0- 

Ending Balance 
$174,528 60,767 458343 

Totals _$ 2~15_ 4~64 $_A94.594_. ~_~j 6.420) $. 69Nfi38 

12 

On July 29, 1996, the Commission purchased an office building located in lVletairie, Louisiana for $370,000. After making required modifications to place the property in compliance with all applicable building code requirements, the Comn'dssion relocated its operations to Metairie during the first quarter of 1997. 7 - EMPLOYEE PENSION PLAN 
Substantially all employees of the Commission are members of the Louisiana State Employees Retirement System (System), a cost-sharing multiple-employer defined benefit public employee retirement system (PERS). The System is a statewide public retirement system for the benefit of state employees, which is administered and controlled by a separate board of trustees Contributions of participating state agencies are pooled within the System to fund accrued benefits, with contribution rates approw:d by the Louisiana Legislature. In addition to the employee contribution withheld at 7.5% of covered payroll, the Commission contributes an additional 12.4% of covered payroll. Contributions to the System are funded through employee and employer contributions of $22,691 and $37,515, respectively. The Commission contributed $37,515, $30,416 and $27,644 to the System for the years ended June 30, 1997, 1996 and 1995, respectively, which represented 100% of the required contribution for each year. The total current year payroll of the Commission was $339,996 and its ctment year payroll covered by the System was $302,542. Under present statutes, the Commission does not guarantee any of the benefits granted by the System. 



 

LOUISIANA MOTOR VEHICLE COMMISSION DEPARTMENT OF ECONOMIC DEVELOPMENT STATE'; OF LOUISIANA 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

7 - EMPLOYEE PENSION PLAN (Continued) 

13 

All full-time Commission employees are eligible to participate in the System. Benefits vest with 10 years of~rvice. At retirement age, employees are entitled to annual benefits equal to $300 plus 2.5 per cent of their highest consecutive 36 months' average salary multiplied by their years of credited service. Vested employees may retire at (a) any age with 30 years of service, (b) age 55 with 25 years of service, or (c) age 60 with 10 years of service. The System also provides death and disability benefits. Benefits are established by state statute. 
Historical trend information showing the System's progress in accumulating sufficient assets to pay benefits when due is presented in the System's 1997 comprehensive annual financial report which is separately issued. Benefits granted by the System are guaranteed by the State of Louisiana under the Louisiana Constitution of 1974. 
8 - POSTRETII/.EMENT HEALTH CARE ANTI) 1,IFE INSURANCE BENEFITS The Commission provides certain continuing health care and life insurance benefits for its retired employees. Substantially all of the Commission employees become eligible for those benefits if they reach normal retirement age while working for the Commission. Those benefits for retirees and similar benefits for active employees are provided through an insurance company whose monthly premiums are paid jointly by the employee and by the Commission. The Commission's cost of providing retiree health care and life insurance benefits are recognized a,s expenditures when the monthly premiums are paid. For the year ended June 30, 1997, the costs of retiree benefits totaled $8,068. 
9- LEASE The Louisiana Motor Vehicle Commission occupied leased premises at 234 Loyola Avenue, Suite 1014, New Orleans, Louisiana through January, 1997 on a month-to-month basis. The lease required montNy rental payments of $3,258 A~I taxes, utilities and building maintenance were paid by the lessor. Rent expense for the: year ended June 30, 1997 was $22,806. 
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LOUISIANA MOTOR VEHICLE COMMISSION DEPARTMENT OF ECONOMIC DEVELOPMENT STATE OF LOUISIANA 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

OBLIGATIONS 
The following is a summary of the long-term obligation transactions during the year Accunmlated ammal leave at June 30, 1996 Additions Deductions Accumulated annual leave at June 30, 1997 

$ 34,297 8,571 ___(3 5.5~a9) 
_$ 39~3L9 

14 

Many of the Commission's employees have accumulated annual leave in excess of the 300 hour maximum referred to in Note 4. Therefore, increases in accumul~aed annual leave arise primarily from annual increases in hourly waoe rates applied to the hours accnmulaled. 11-. LITIGATION AND CLAIMS 
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NTANT'S REi)ORT ON SUPPLEMENTARY D 

]5 

We have reported separately herein on the basic financial statements of the Louisiana Motor Vehicle Commission. The supplementary information included in the Schedule of Compensation of Commissioners hag been subjected to the same auditing procedures and, in our opinion, is stated fairly in all material respects when considered in conjunction with the basic financial statements taken as a whole. 

July 29, 1997 

MEMBERS: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 



 

LOUISIANA MOTOR VEHICLE COMMISSION DEPARTMENT OF ECONOMIC DEVELOPMENT STATE OF LOUISIANA SCHEDULE OF COMPENSATION OF COMMISSIONERS 

Arlhur W. Tait C. Robert Bohn, Jr. V. Price LeBlanc, Jr. Gerald R. Lane G. G. Grant, 1II W. Julian Foy L. Peter Roy, II1 Donald E. Shetler David M. Malta Ten), G. McFillen Welton H. Brumfield, Jr Allen I. Boudreaux Bruce I. Logan Ralph E. Pool 

FOR THE YEAR ENDED JUNE 30, 1997 
Meetings Attended Compensation 
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DERBES & COMPANY CEt~'TI F tED PUBLIC ACCOUN] ANTS, L.L.C 30,27 RiDGELAKE DRIVE POST OFFICE BOX Bt'J6 METAIRIE, LOUISIANA 70OI TELEPHONE: 504/837-2200 TEL ECOPIER; 504/83'7-22 I 4 ALBERT J. DERBES. tll, C,P.A. HUGH J. POSNER. C.P,A.* I A pROFESSIONAL ACCOUNTING CORPORATION 
INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Louisiana Motor Vehicle Commission Department of Economic Development State of Louisiana Metairie, Louisiana 
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We have audited the financial statements of the Louisiana Motor Vehicle Commission (the Conunission), a component unit of the State of Louisiana, as of and for the year ended June 30, 1997, and have issued our report thereon dated July 29, 1997. We: conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United Stales, and the Louisiana Governmental Audit Guide. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. 
Compliance with laws, regulations and contracts applicable to the Louisiana Motor Vehicle Commission is the responsibility of the Commission. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Commission's compliance with certain provisions of laws, regulations and contracts. However, the obj(~tive of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. 
The results of' our tests disclosed the following instance of noncompliance that is required to be reported under Government Auditing Standards. 

MEMBERS: AMER}CAN ]NSTITU]E OF CERTIFIED pUBLIC ACCOUNT,~NTS SOCIETY OF" LOUISIANA CERTIF:IED PUBLIC ACCOUNTANTS 



FIND1N_G 
18 

In accordanc~e with the Louisiana Licensing Agency Budget Act, R.S. 39:1335 states that "Not later than the first day of January in each ye~tr, each licensing agency shall submit a copy of its proposed budget for the ensuing fiscal year to the Joint Legislative Committee on the Budget, to each chairman era standing committee of the legislature having jurisdiction as listed in >R S. 49:968, to the legislative auditor, and to the legislative fiscal offie, e." The budget for the Louisiana Motor Vehicle Commission was llot submitted to the appropriate authorities until March 27, 1997. 
MANAGEMENT RESPONSE We apologize tbr the lateness in submitting the budget; however, this agency was involved in a facility move and had not had a Commission meeting in order for the Commission to approve and adopt the budget. FINI)ING 
Certain commissioners were found to be in violation of the Louisiana Code of Governmental Ethics for participation in the execution of an affidavit by the Commission on behalf of a company in which they had substantial economic interest. Once this matter became known by the Commission and the Executive Director, the matter was referred to the Louisiana Board of Ethics for its review. M ANAGEMENT P, ESPONSE The Commission received an advisolT opinion from the Louisiana Board of Ethics dated August 4, 1997. Tile Board of Ethics concluded that Section 1112B(2) and/or (3) of the Code of Governmental Ethics would prohibit the commissioners from participating in the execution of the alT~davit. Section 1112 does not allow an appointed member of a commission to use recusal to cure such a conflict; rather, the appointed members must either resign from the Commission or terminate their outside relationships. In a response received September 29, 1997, tile attorney for Commissioner Shetler informed Commission counsel that Mr. Shetler does not believe that there is a need for him to resign or sever with the outside interest because he believes that any conflict which may have existed no longer exists. FINDING We were infbrmed by the current Executive Director that the former Executive Directol received the free use of an automobile for a period of time prior to her retirement from the Commission. This is in violation of the 1.ouisiana Code of Governmental Ethics. 

DERBES & COMPANY CERTIFIED PUBLIC ACCOUNTANTS. L.L.C. 3027 RIDGELAKE DRIVE ~ POST OFFICE BOX 8176 ~ ME TAIRIE, LOUISIANA 70011 ~ TELEPHONE 5041837-2200 



19 
The Executiw; Director of the Louisiana Motor Vehicle Commission ("LMVC") informed Derbes and Company, its independent auditor, that the LMVC had been provided by counsel for Westside-Marrero Jeep Eagle, Inc. with a copy of a lawsuit which had been filed in Jeffe,son Parish, Louisiana, entitled Westside-Marrero Jeep Eagle, Inc., Walter Thomas Stubbs, and Kathleen Stubbs versus Chrysler Corporation, Inc., Chrysler Financial Corporation, Chrysler Realty Corporation, Gerald A. Novelly, E. T. Pappert, W. C. Glaub, Theodore Cunningham, A. S. Stevens, Jr., and David Peart, in which Chrysler Corporation was named as a defendant. The LMVC is not a defbndant in the suit. 
Counsel for Westside-Marrero Jeep Eagle, lnc. informed the Executive Director that the suit contains allegations that Chrysler Corporation held corrupt influence over the LMVC because Chrysler had furnished the use of a free Chrysler vehicle to the former Executive Director of the LMVC for an unspecified period of time. The practice of accepting the free use of a vehicle by any LMVC personnel is prohibited and, other than the aforementioned incident, has never occurred to the knowledge of the current Executive Director. 
We considered these instances of noncompliance in forming our opinion on whether the Louisiana Motor Vehicle Commission's financial statements are presented fairly, in all material respects, in conformity with generally accepted accounting principles, and this report does not affect our report dated July 29, 1997, on those financial statements. 
This report is intended for the information of management, the Department of Economic Development, the I,egi~zlative Auditor of the State of Louisiana, and the Office of Statewide Reporting and Accounting Policy. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 

July 29, 1997 

DERBES & COMPANY CERTIFIED PUBLIC ACCOUNTANTS, t.L.C. 3027 RIDGELAKE DRIVE! ~ POST OFFICE BOX B176 ~ ME'fAIFIIE, LO~IS)ANA 70011 ~ ~ELEPHONE 504/837-2200 



DERBES & COMPANY CERTIFIED PUBLIC ACCOUNTANTS, L.L .C. 3027 RII)GELAKE DRIVE: POST OFFICE BOX 8176 METAIRIE, LOUISIANA 70OI TELEPHONE: 504/837-220<) TELECOPIER: 504/837-22 I 4 ALBERT J. DERBES, III, C,P.A. HUGH J. POSNER, C.P.A.* I A pROFESSIONAL AC(;OUNTING CORPORATION 
INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Louisiana Motor Vehicle Commission Department of F.conomic Development State of Louisiana Metairie, Louisiana 
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We have audited the financial statements of tile Louisiana Motor Vehicle Commission (the Commission), a component unit of the State of Louisiana, as of and for the year ended June 30, 1997, and have issued our report thereon dated July 29, 1997. We conducted our audit in accordance with generally accepted auditing standards, Governmen! Auditing Standards, issued by the Comptroller General of the United States, and the Louisiana Governmental Audit Guide. Those standards require that we plan and perfbrm the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. 
The management of the Louisiana Motor Vehicle Commission is responsible for establishing and maintaining aninternal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structm e policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with managemenrs authorization and recorded properly to permit the preparation of financial statements in accordance wi'th generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure "to future periods is subject to the risk that procedures may become inadequate because of changes in condilions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 

MEMEIER.~;: AMERICAN INSTITUTE OF C;ERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 



 



DERBES &, COMPANY CERTIFIED PUBLIC AOC~OLINTANTS, L.L.C SO27 I~IDGELAKE DIgIVE POST OF(:ICE BOX 8176 METAIRIE, LOUISIANA 7001 TELEPHONE: 504/837-2200 "~ELECC)PIER: 504/BC~'7 -22 t 4 ALBERT J. DERBES, ill, C.P.A. HUGH J. POSNER, C.P.A.* ~ A PROFESSIONAL Ac,:ou N~, ~NG CO~PORAT~O~ 
Louisiana Motor Vehicle Commission Department of Economic Development State of Louisiana Metairie, Louisiana 

July 29, 1997 

In planning and perforrning our audit of the financial statements of the Louisiana Motor Vehicle Commission (the Commission), a component unit of the State of Louisiana, fbr the year ended June 30, 1997, we considered the Commission's internal control structure to determine our auditing procedures for the purpose of expressing an opinion on the financial statements and not to provide assurance on the internal control structure. Additionally, we performed tests of the Commission's compliance with certain provisions of laws, regulations and contracts. However, during our audit we became aware of certain matters that are opportunities fo~ strengthening internal controls, compliance with Jaws, regulations and contracts, and operating efficiency. The memorandum that accompanies this letter summarizes our comments and suggestions regaxding those matters. We previously reported on the Commission's internal control structure and compliance with laws, regulations and contracts in our report dated July 29, 1997. This letter does not affect our report dated July 29, 1997, on the financial statements of the Louisiana Motor Vehicle Commission, a component unit of the State of l_,ouisiana. We have already discussed these conmlents and suggestions with various Commission personnel, and we will be pleased to discuss them in further detail at your convenience, to perform any additional study of these matters, or to assist you in implementing the recommendations. 
Very truly yours, DERBES & COMPANY, CPAs, I..LC 
By: 

MEMBERS; AMERICAN INSTSTUTE OF Ci R'I'LFLEO PUBLIC ACCOUNTAN [S SOCIETy OF LOUISIANA CER'IIFIED PUBLIC ACCOUNTANTS 



LOUISIANA MOTOR VEHICLE COMMISSION JUNE 30, 1997 T]he results of our" test work disclosed the following area for which opportunities for strengthening internal controls and operating efficiency exist: 
Comment The field in the database for new dealer salesmen's license numbers contains room for a five-digit number. During lhe fiscal year ended June 30, 1997, new dealer salesmen licenses exceeded 99999, the last number allowable within the database. In order to continue issuing new dealer salesmen licenses, the Commission "reused" license numbers wNch had been previously sent to history after renewal. This occurs due to the timing of license renewal according lo district. While the Commission appears to have maintained control over the new dealer salesmen license numbers issued during the fiscal year, loss of the numerical sequence could affect the internal control structure governing the issuance of new dealer salesmen licenses. 
Recommendation We recommend that the Comnfission have the licensing software changed to allow for a six-digit field for new dealer salesmen license numbers. Mana~,ement Resnonse We are in the process of having the computer program corrected so that this does no[ happen again. The results of our test work disclosed the following in reference to the management letter issued August 13, 1996 in conjunction with the audit of the ] ,ouisiana Motor Vehicle Commission as of and for the year ended June 30, 1996: 
Undercollateralized bank deposits - We did not note any instances dnring the fiscal year ended June 30, 1997 in which bank balances of the Commission were undercollateralized. 
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