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Certified Public Accountants :‘Busin Advisors

INDEPENDENT ACCOUNTANTS’ REPORT ON
APPLYING AGREED UPON PROCEDURES

Mr. Mike Grimmer, President and Members of the
Livingston Parish Council
Livingston, Louisiana

The Livingston Parish Council (Parish) has requested that we analyze the financial
activity for the Parish Road Fund. The Parish’s Bid/Procurement Commiitee
communicated concerns regarding the administration of the 1% sales and use tax used by
the Parish Road Fund as follows:

» Lack of effective communication on tax usage to the Council,

+ The manner in which this dedicated sales and use tax was being expended to
include compliance with the tax ordinance, and

e The 2010 budget was pnimarily dedicated 1o debt service and personnel.

The objectives of our engagement arc summarized as follows:

Report on prior activity and related expenditures,
Review cumrent accounting practices and related intcmal controls over the
administration of the road fund sales tax activity, and

¢ Provide information for planning future expenditures.

With limited resources and increased community demands, there is considerable interest
and need to opcrate these activities in a more productive manner. In many respects, with
the matters summarized above, productive can be interpreted as achieving “peace of
mind” of your stewardship responsibilities as elected officials and the ability to extend
the value of your financial resources.

Expectations
Let’s define your expectations from your accounting system as follows:

1. Useful and timely information to effectively manage the operations of the Parish.
Integrity in the financial information provided.

3. Accountability over assets and liabilities, and revenues and expenditures of the
Parish.

4, Compliance with legal and regulatory requirements.

Participative engagement by everyonc obligated with administering the Pansh’s

Iresources.
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6. Roadmap of past results and future direction. Accounting information functions as a
scorecard of how well policy and aperations have been executed in addition to
predicting the future results that can be anticipated from proper planning.

The foundation for meeting these expectations is good people in all phases of the Parish’s
operations. Good people possess intellectual curiosity, effective communication skills,
an appropriate sense of time urgency, and a capacity to enhance their skills.

We have performed the procedures enumerated below, which were agreed to by the
management of the Livingston Parish Council (Parish), solely to assist you in
evaluating management’s assertions about the Parish’s compliance with the laws and
regulations for the six years ended December 31, 2009 and the six months ended June 30,
2010, This agreed-upon procedures enpagement was conducted in accordance with
Statements on Standards for Atftestation Engagements established by the American
Institute of Certificd Public Accountants, and applicable provisions of Government
Auditing Standards, published by the United States Comptroiler General. The sufficiency
of these procedures 1s solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures
described below; either for the purpose for which this report has been requested or for
any other purpose. These expectations have a key correlation to the areas that we were
requested to analyze, as follows:

1) Compile a statement of tevenues and expcnditures for the 1% sales and use tax
road fund activity for each year for the six years ended December 31, 2009 and
the six months ended June 30, 2010.

2) Provide a listing by vendor and/or employee of disbursements made in the Road
Fund.

-3} Revicw the Parish’s accounting practices for administration of the 1% sales and
use tax funds for the Road Fund. Recommendations, if any, developed that can
improve your current accounting practices will be reported for implementation.

4) Review the Parish’s 2010 operating budget to provide an analysis of the
appropriated expenditures of the 1% sales and use tax funds.

We were unable to provide a listing of disbursements made by vendor and employee for
2004, 2005 and 2006. The Parish was unable lo retrieve detailed general ledger records
from either manual or electronic records.

We were not engaged to and did not conduct an examination, the objective of which
would be to express an opinion on the compliance with the laws and regulations.
Accordingly, we do not express such an opinien. Had we performed additional
procedures, other matters might have come to our attention that would have been reported
to you.
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Methodology
We performed the following procedures:

*  Met with Andrew Rowe at the Parish office on September 21 and 22 and October 25
and 26, to accomplish the following:

(1) To review internal control for cash receipts and disbursements, investments,
accounts payable and payroll, property management and budgeting for the Road
Fund, and,

(2) To understand the accounting practices for the processing of accounting
transactions in the Parish office,

e Interviewed accounting staff to ascertain an understanding of their daily
responsibilities and validate the assertions of other personnel,

e Retrieved the Parish’s road fund financial statements for the six years ended
December 31, 2009, the six months ended June 30, 2010 and the 2010 operating
budget,

¢ Read the Parish’s 2009 {inancial statement audit report.
With respect to the procedures performed, we have the following for your consideration:
1) The revenues and expenditures made for the periods described above were
prepared for your review on Aftachment A. This information was retrieved from
the Parish’s annual audited financial statements and intemal financial statements
prepared by management.
2) A pgeneral ledger detail of expenditures for 2007, 2008, 2009 and 2010 was
obtained by vendor/employee and by cxpense code and provided to you

separately.

The automated accounting files maintained in QuickBooks for 2004 through 2006
were not accessible; as such, this information is not available to you.

3) We reviewed the Parish’s accounting practices for the administration of the sales
and use tax for the Road Fund.

Our observations and recommendations are summarized on Attachment B.
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4) We rcviewed the Parish’s 2010 operating budget to provide an analysis of the
appropriated expenditures of the 1% sales and use tax funds.

We have provided the 2010 budget on Attachment A with comparison to previous
financial activity.

Other observations

The computer program utilized — MIP - is an excellent fund accounting package for
reporting the Parish’s financial operations.

There is a separation of duties that is appropriate for an accounting depariment of this
size; however, opportunities for improvement were identified.

We live in a changing world. Government, local government in particular, has the task of
meeting increased community needs with resources that offer marginal growth.
Therefore, the challenge is to grow your financial and accounting capabilities so that
financial information serves as a catalyst for the Parish to achieve economic well-being
over the long-term.

LEIE R R ]

We appreciate the opportunity to serve the Parish. Additionally, we appreciate the
courtesics extended to us by President Grimmer, Andrew Rowe and their staff during our
review.

This report is intended solely for the information and use of the Council and management
of the Parish of Livingston, and is not intended to be, and should not be, used by anyone
other than these specified parties. Under Louisiana Revised Statutes 24:513, this report is
distributed by the Louisiana Legislative Auditor as a public document.

gow%. % LJM”;? L

Cecrtified Public Accountants

Baton Rouge, Louisiana
December 15, 2010
Enclosures



REYENUES
Taxes:

Sales ond use

Ad valorem
Tntergovermemenal
Reirnbursemenis
Charyes lor scrvices
Investinent income

Tola) revenues

EXPENDITURES
Peesannel
Salaries and wages
Retircment
Health insurance
Worker's compensalion insurance
Totd persomel

Operational
Repairs and mainlenance
Olfice
Comanissions - tax collector
Occupancy
Profcssional serviees
Insurance
Travel
Capital putlay - equipment
Total apceationn]
Capital vatlay
Consiruclion malerinls

Consiruclion equipment
Road maintenance

Toiad capital outlay
Total eapenditures

Excess (duficicncy) of revenues
over expenditures
OTHER FINANCING SOQURCES (USES)
Tansfer from General Fund
Teanster fram Nonmsjor Funds
Tansfer to Admin Fund
Teansfer to QEP Fund
Teansfer to Jail Fund

Transiar to Other Capital Qutlay Fund
Transler 10 Road Sinking Fund - debs senvice
Total other financing sourees (uses)

Hel change in fund balonee

FUND BALANCE
Beginning of year

fud of year

PARISH OF LIVINGSTON, LOUISIANA

Attachment A

ROAD FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
Year (o Date
Sung 30,2010 Budget 2010 2009 2008 2007 2006 2005 2004
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- 1.593.215 1,644,252 1.547.902 1.284.082 1,148,962 1.032.413 011.206
21.058 100.000 200,581 203,355 1169405 799.961 1.016312 911,249
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47.364 $8.150 147.630 228.749 372382 53.625 100,114 54.636
45,900 200,000 164,125 126,647 70,021 - 151,143 139,850
18,756 36,000 35572 30,052 40,393 14,808 9829 25119
95317 45250 29.905 23,247 171428 . 800 937
3.237 8000 6.995 2,197 13.060 79140 118.606 T1.529
4315 10.800 2.692 1501 265 10 53 3.954
- - 3633 459 - - 9,625 1.735
467.518 1.594.200 910,727 1,011.998 1218195 511615 766,089 $70.040
230,542 500,000 658,486 1477279 1,231.062 951374 12.790.257 15.970.766
8,154 - 270,406 35,154 432,147 323.730 398394 402.251
64,769 650,000 39,169 - 7,087 313,853 263.260 103,110
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Attachment B
2010-1 Specific Roadway Activity

Observation: Upon compiling the information requested, we have the following for
your consideration:

¢ Approximately $11.1 million in revenue for 2010 is available for the Road Fund.

¢ The Parish’s Road Fund includes the activity of the Department of Public Works.
For 2010, expenditures are summarized as follows:

o $4.0 million was budgeted for personnel expenditures for employees of
the Department of Public Works.

o Approximately $1.6 million was budgeted for operational expenditures,
most notably repairs and maintenance.

o Approximately $4.7 million pays debt service for the Parish’s 2006 debt
issue that funded road construction projects. The debt will mature in
March 2021 and bears intcrest at 5% for the remaining term.

o A transfer of funds of $265,000 to support the Parish Administrative Fund
for the Parish’s administrative and finance departments.

¢ The sales and use tax ordinance expires in 2021.

The sales and usc tax ordinance rencwed in 2006 provided the following concemning
permissible use:

“Construct, acquire, extend, expand, improve, maintain, and operate roads,

bridges, and related road drainage throughout the parish and acquire equipment
thereto.”

The salcs and use tax ordinance renewed in 2002 provided for the following:

“Constructing, improving and maintaining roads and bridges and related road
drainage throughout the Parish.”

This language in each tax ordinance provides a broad definition for use of funds. The
Parish’s use of these dedicated funds relates to four broad categories:

Debt service - (42% of 2010 available resources) - The Parish issued bonds in 2006 of
approximately $49.3 million for road construction projects. The demand placed on

available revenue is considerablec and the amount committed each year is fixed until
2021.

Personnel and operational expenditures - (50% of 2010 available revenue) - The
Parish expends funds for operating the Department of Public Works whose primary
expenditures are personnel, and repairs and maintenance. Health insurance for
employees is a significant component of personnel as the Parish pays all costs of
insurance for employees. The cost was approximately $400,000 in 2004 and is budgeted
at $1.2 million or 11% for 2010,
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(Continued)

Capital outlay - ($1.2 budgeted in 2010) - The Parish has historically made expenditures
for road projects from the sales and use tax proceeds. However, the expenditures
described above limit the amount available to fund on-going capital projects.

Administrative - (2.4% of 2010 available resources) - The Parish has budgeted an
amount to cover applicable administrative costs incumred by the Parish for the
administration and finance departments to support the Road Fund.

Recommendations:

Debt refunding te create cash flow — The Parish owes approximately $40 million that
will mature in March 2021 at a 5% annual rate. The Parish may consider exploring
refinancing opportunities with the current debt owed for 2006 road projects. The Parish
could consider refinancing the debt for a lower interest rate (if available) and extending
the maturity of the debt. The combination could reduce the cash flows currently
committed from the road sales and use tax. Additionally, extension of the debt payment
perod would require either the renewal of the sales and use tax or dedication of another
Parish revenue source.

Health insurance program — The Parish currently funds all of the hcalth insurance for
employees. The financial commitment is approximately 11% of sales and use tax
collections. Through the budgetary process, the Parish Council has authanzed this
cmployee benefit. As a result, the Council and Administration should evaluate the
impact of this decision relative to the needs of roads in the Parish.

Infrastructure needs and planning — The Parish should consider developing an overall
infrastructure assessment of roads to determine the anticipated expenditure exposure in
future years. Secondly, a critical component of the analysis is the development of an
adequate funding commitment for your roadway program. A successful roadway
program should include a commitment for the on-geing mainienance of roads to protect
your infrastructure investment. Finally, Parish engineers should be involved in the areas
discussed abave.

This process could be used to develop the Parish capital outlay plan as well as a multi-
year budget which is described below. Critical to this effort is the identification of a
permanent source of funding sufficient to support the roadway program desired.

Administrative charges — The Parish maintzins a fund for activity related to
administration and financial functions. This fund charges Parish operating funds a fee to
cover expenditures related to administrative functions of the Parish. The fee budgeted by
the Road fund in 2010 is $260,000, which is consistent with prior years.

The fee charged to the various funds varies in amount depending on available resources.
Although the fee is established by the budget ordinance, the Parish should cansider
developing a consistent approach for charging the fee and ratifying the decision by
ordinance.
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Department of Public Works expenditures — The Road Fund presents the operation of
the Panish’s Department of Public Works, which includes expenditures related to internal
management of the department such as: office, janitorial, travel, training and occupancy.
Furthermore, the fund receives other revenues such as ad valorem taxes, state revenue
sharing, investment eamings and other miscellaneous revenues.

Given the broadness of the tax dedication, the Parish’s expenditures related to the
Department of Public Works appear to be within the general scope of the intended use.
However, the Parish should consider reviewing costs in the Road Fund that may not meet
the general policy cxpectations related to spending of the dedicated sales tax proceeds
and capturing any such costs separately to clearly identify costs paid from other
resources. Although the expenditurcs meet legal requirements, these spending decisions
are a matter of policy and the Parish should decide whether these activities meet your
expectation as to the usc of these dedicated resources.

Furthermore, our experience has been that various legal counsels have consistently
provided a broad interpretation of activities related to a dedicated tax revenue source. As
a result, the Parish could request a stmilar opinion from its legal counsel.

2010-2 Road Accounting Considerations

Observations: We have the following observations concerning the accounting practices
for the Road Fund:

e The 2009 audit of the Parish’s financial statements reports the following issues
that impact the Road fund:

o Modified audit opinton for omission and lack of records for general
infrastructure assets,

o Lack of timely preparation and submission of audited financial statements
to satisfy legal and contractual requirements,

o Lackof periodic reporting of financial results to the Parish Council,

o Inaccurate recording of sales tax revenue between the Road Fund and Jail
Fund,

o Maintenance of capital assel schedules itemized by road and compliance
with the Parish Transportation Act,

o Failure to amend the operating budget,

o Use of road sales tax procecds for paving of parking lots which does not
comply with the sales tax ordinance.
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The Parish should develop a monthly closing process that includes reconciliation
of significant financial statement balances to supportive documents,

The Parish currently maintains 41 bank and investment accounts for cash held,

The Parish does not currently maintain a comprehensive accounting manual that
details all significant accounting practices and related internal controls.

Recommendation: We recommend the following for your consideration:

1) The Pansh had 44 findings reported in the 2009 audit relating to accounting,

2)

3)

4)

compliance and internal control related matters. Of these findings, 9 retated to
matters reported in previous audits. A concerted effort to resolve the deficiencies
reported to the Parish should be developed, as follows:

a. Organize the 44 items under broad categories to provide more efficiency
in resolution, including assignment to staff,

b. Develop a plan to resolve the items reported within the next 12 months.
The plan should include a timeline for resolution, due date and assignment
of action items to specific individuals. Furthermore, a periodic report
should be made to the Parish President and Parish Finance Commitiee as
to the status of corrective action taken on the deficiencies reported,

c¢. Consider hiring temporary accounting assistance to resolve the
deficiencies,

d. Development of a plan to have the 2010 audit submitted within the 6
month statutory deadline,

e. Development of an internal audit function to periodically test and report
matters of financial processes to the Parish Administration and Council,

f. Consideration of professional assistance with grant administration.

The Parish should develop a monthly closing process so that interim financial
statements are prepared accurately. The monthly supportive workpapers should
be maintained along with other electronically filed records.

The Parish consider consolidating bank accounts to operate a pooled cash system.
Ceniralized cash management can achieve operational efficiency and greater
investment yield.

The Parish should develop a comprehensive accounting manual to document the
current practices in place for the significant financial cycles.
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2010-3 Finance Committee Oversight

Our recommendation is to develop a2 Council finance committee to actively interface with
the Administration. Pertodically, the finance commiitee would meet with the Parish
President and Treasurer to review the Parish’s finances. Other functions of the
committce could be as follows:

¢ Involvement in the development of the budget prior to its presentation to the
Parish Council,

+ Review of financial statements with budgetary comparisons,

* Address the long-term financial resources of the Parish through multi-year
budgeting, and

s Meet with the Panish auditor concerning the scope of the audit and related aundit
findings.

Our experience is that it is difficult to maintain a focus on the long-term financial trends
of a governmental unit because the short-terms needs are so great. A finance committee
needs to maintain a proper balance between these two objectives to be effective for the
long-term.

2010-4 Budgeting

Observation: The Pansh prepares its operating budget annually on a year to year basis.
The Parish should explore the concept of multi-year budgeting for financial planning
purposes. In particular, observations are as follows:

¢ Lack of an adequate expanding revenue base to keep pace with population
growth,

¢ The Parish is primarily supported from property and sales tax rcvenue.

« Employece benefits, which include retirement and health insurance, have increased
significantly over the last few years with the Parish funding the full amount of the
increased costs.

¢ The growing need for infrastructure improvement continues to rise with
considerable demand placed on the Parish’s resources.

Recommendation: The Parish should consider preparing multi-year operating and
capital budgets to compare projected resources, in particular sales and property tax
collections, to anticipated operating and capital expenditures. The key consideration in
this process is not the development of budgetary amounts, but the identification of core
concerns embraced by the Panish’s leadership and the use of its limited resources for
application to such concems.

10
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The purpose of this effort will be to develop a financial plan to accomplish the following:

1dentify the choices to be made that have long-term impact to the Parish,

Estimate the levels of anticipated resources, namely sales and property tax
collections, for the next four years. The purpose will be to define the resources
available to fund operations and anticipated capital outlay,

Identify major roadway improvements and estimated costs,

Compare expected operating expenditures, including debt retirement, and capital
outlay costs to anticipated resources as determined above. During this process,
the Parish determines its service priorities with the related expenditures. From
this determination, the Parish would develop its annual operating budget based on
a priority system within a larger framework of a year to year perspective,

Develop a policy for budgetary adherence for its departments,

Develop policies for the establishment of fund reserves and utilization, and

Develop policies for the employee benefits offered and limits to Parish financial
commitments,

2010-5 Financial Reporting

Observation: The Parish should receive monthly financial statements from the Parish
Treasurer. The financial statements can be generated from the Parish’s accounting system
and reflect year to date revenues and expenditures with comparison to the operating

budget.

Recommendation: We suggest the following formats be considered for presentation to
the Parish Finance Committee on a monthly basis:

Graphical presentation of the key financial indicators. In particular, the following
schedules could be presented:

o Rolling 12 month graph of the Parish’s cash position,
o Rolling 12 month graph of major revenue sources, and
¢ Rolling 12 month graph of major ¢cxpenditures by major fund.

Statement of Finaneial Position, and

Detailed listing of expenditures made related to Road Fund financial activity.

It
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2010-6 Occupational Licenses

Observation: Although this is unrelated to the Road Fund engagement, the Livingston
Parish Sheriff collects a license fee from insurance companies doing business in the
Parish with such collections remitted to the Parish periodically. We have the following
for your consideration:

» Included in occupational license collections are fees charged to companies for
insurance premivms collected in Livingston Parish. These insurance companies
report premiums collected annually to the Louisiana Department of Insurance.
The occupational license fee is determined from an ordinance enacted which is
normally based on insurance premiums collected.

As a result, by utiizing the reports provided from the State of Louisiana, the
Parish can determine if it has collected the occupational license fee due from each
insurance company conducting business in the Parish.

QOur officc has performed these reviews for a number of local municipalities. Our
experience in recovering uncollected revenue has been very favorable.

Recommendation: We recommend that the Parish pursue the opportunity for recovering

unpaid occupational license fees from insurance companies. Qur experience has been
that municipalities normally recover sizeable funds through this process.

12
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Mr. Daryl Purpera

Louisiana Legislative Auditor
P.O. Box 94397

Baton Rouge, LA 70804-9397

Dear Mr. Purpera:

The Livingston Parish Council received the Road Fund Financial Activity Report at its meeting
on February 24, 2011. Based on the recommendations and other items reported, we have the
following corrective action planned during 2011: '

Scope exception for prior year data 2004-2006 .

The Parish has been unable to retrieve electronic back-up files for these years. However, the
Parish currently has procedures in place that adequately stores financial information, including
accounting software back-ups, on a daily basis. As such, the Parish has procedures in place to
properly maintain accounting record history in an appropriate manner. These procedures have
been in place since 2007.

2010-1 Specific Roadway Activity

The report refers to several recommendations under this comment as follows:

Consideration of a debt refinance on road fund bonds.
Health insurance program.

Infrastructure needs and planning.

Administrative charges. '

Debt refinance. With respect to the re-financing of debt owed on the road bonds, the current
debt agreement has a provision that prohibits retiring the bonds prior to 2016. As a result, the
Parish is unable to call these bonds until that date. However, the Parish plans to review this
matter during 2011 with its bond counsel for other opportunities, such as an advance refunding
which may be beneficial from a cash flow perspective.

Health insurance program. The Parish plans to review this matter during the 2011-2012
budget process and also consult with the Parish’s insurance carrier.

P.O. Box 427 = Livingston, Louisiana 70754
(225) 686-2266 = (225) 686-7079 Fax
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Infrastructure needs and planning. The Parish agrees with this concept and anticipates
exploring this matter during 2011 with the Parish’s engineers and Finance Department.
Furthermore, the Parish is undertaking a road enhancement project in 2011 that involved the
Parish’s engineers. However, an overall review of the Parish’s infrastructure is considered
beneficial for the Parish and will be contemplated during 2011.

Administrative charges. The Parish is considering a resolution that will be developed with the
2011-2012 operating budgets that defines the level of administrative fees to the Road Fund and
other Parish operating funds. The Parish will also review similar arrangements that other
Parish’s utilize prior to making a final decision on this matter.

2010-2 Road Accounting Considerations

2009 audit. The Parish has expended considerable effort to resolve the matters addressed in the
2009 audit during 2010 and 2011. All the recommendations made by the Parish’s auditor are
being addressed appropriately at this time. Most of the findings are expected to be resolved for
the 2010 audit report while any remaining items are expected to be resolved during 2011.

Furthermore, the Parish Administration and Finance Department undertook a formal closing of
the financial records for the year ended December 31, 2010 during February 2011. During this
process, the significant accounting matters reported were addressed. Finally, the Parish auditor
is currently performing the 2010 audit and the Parish expects to conclude prior to the 6 month
statutory deadline.

Additionally, the recently hired Parish Treasurer is developing a monthly closing process for the
interim financial statements that includes supportive workpapers for significant account
balances. The Parish anticipates that this process will enhance the financial reporting process.
The Parish Treasurer is also considering the development of written policies where appropriate
and practical during the revamping process. Finally, the Parish Treasurer is reviewing the
number of bank accounts for opportunities to consolidate banking activity.

2010-3 Finance Committee Oversight
2010-5 Financial Reporting

The Parish Finance Cornmittee met on March 24, 2011 to review the 2010 year end results.
Furthermore, a monthly rcporting routine and regular meeting is expected to occur on a
prospective basis. The Parish Treasurer is developing a reporting packet that includes some of
the items discussed in the report, Furthermore, we expect the Finance Committee to participate
in the development of reports of interim financial activity as additional finance committee
meetings are held.

As such, the Parish considers this matter as being resolved.
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2010-4 Budgeting

The Parish agrees with the concept of multi-year budgeting. I—Ibwever, the Parish will consider
exploring this concept during 2011, but will likely consider implementing at a later date.

2010-6 Occupational Licenses
The Parish expects to review this matter during 2011 and intends to pursue this matter vigorously
to secure any additional resources that will support the activities of Parish government and
related community.
If you have any additional questions, please contact me or Stuart Sonnier.

Sincegzely,

Mike Grimrfer,
Parish Presfdent



