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INDEPENDENT ACCOUNTANTS' REPORT
ON APPLYING AGREED-UPON PROCEDURES

J. Mitchell Ourso, Jr., Parish President
and the Tberville Pansh Council
Collectively, the Iberville Parish Government

We have performed the procedures listed in the scope/procedures section in the accompanying
repart, which were agreed to by the Iberville Parish Government and Postlethwaite & Netterville
(P&N), to assist you in evaluating the internal controls of Waterworks District No. 2 of Iberville
Parish (the District) and to provide information regarding certain activities by employees and
other officials of the District. This agreed upon procedures engagement was conducted in
accordance with attestation standards established by the American Institute of Certified Public
Accountants.

The scope and sufficiency of our procedures is solely the responsibility of Iberville Parish
Government. Our procedures were limited to those that you have determined will best meet your
informational needs and, consequently, we make no representation regarding the sufficiency of
the procedures described within this report either for the purpose for which this report has been
requested or for any other purpose This report summarizes the procedures performed and the
results of those procedures.

We were not engaged to, and did not, conduct an audit, the objective of which would be the
expression of an opinion on the internal controls, activities of employees and other officials, or
the accounting records of the District. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have
been reported to you

This report has been prepared for the internal use of the administration and the governing council
of Iberville Parish and the Louisiana Legislative Auditor. It is not intended to be and should not
be used or relied upon by anyone other than those specified pasties. However, under Louisiana
Revised Statute 24-513, this report is distributed by the Legislative Auditor as a public document.

pm-»m

June 20, 2012
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IBERVILLE PARISH GOVERNMENT

WATERWORKS DISTRICT NO. 2 AGREED-UPON PROCEDURES

EXECUT IVE SUMMARY:

The Iberville Parish Government hired us to perform certain agreed-upon procedures concemning the
operation of Iberville Parish Waterworks District No. 2 (the District). The objective of the procedures
was to inform the Iberville Parish Government as to the condition of internal controls and adherence to
best practices. Our procedures resuited in findings that are set forth in detal throughout this report. A
summary of the more significant findings is as follows.

Purchases and other payments were made which lacked support and/or documentation as to
busimess purpose. One of those payments was made to an employee in the amount of $950 (non-
payroll).

No evidence was provided to indicate that independent review of credit card statements was

occurring. Additionally, underlying receipts for purchases made with credit cards were not
maintamed.

A lack of documentation with regard to approvals of compensation levels.
A lack of employee time and attendance records

A payment of $5,300 representing a payment for unused accrued leave upon retirement which
was not supported by either a written policy or accrued leave records.

Payment of overtime wages without having supporting timesheets or other documentation to
evidence the overtime worked.

Numerous new service accounts were established for which the standard “set-up fee” of $500 was
potentially not received. The total potential missing “set-up” fees ranges from $4,000 to $6,500.

New customers were sometimes inadvertently given a credit to their account upon payment of the
“set-up fees” due to failure by the District to properly charge the accounts for service “set-up
fees”.

Write-off’ of customer accounts was occurring without documented approval. No policy exists
that establishes the appropriate approval level for write-off of accounts. Additionally, a
segregation of duties 1ssue exists because the employee having the ability to write-off accounts
receivable is also the person collecting cash payments

It should be noted that Baton Rouge Water Company supplies, through contract, water to the District and
performs many other key services on behalf of the District including reading meters, maintaining
infrastructure, performing maintenance requests mitiated by the District, and billing. Baton Rouge Water
Company provided us certain billing and customer information for use in our procedures.

We appreciate the opportunity to be of service to Iberville Parish and would like to thank the District’s
employes, the Parish Government employees, and the Baton Rouge Water Company for their cooperation
and assistance to us dunng this engagement
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OBJECTIVE:

The primary purpose of this engagement was to assist the Iberville Parish Government in evaluating the
internal controls of Waterworks District No. 2 of Iberville Parish (the District) and to provide indications
of whether certain fees associated with new customer meter installations and mamntenance activities were
received by the District and deposited into the proper accounts.

SCOPE/PROCEDURES:

A

Performed the procedures as outlined in the attached listing of procedures presented as Exhibit A,
focusing on the following areas:

Financial Management

Credit Cards

Travel and Expense Reimbursement
Contracts

Payroll and Personnel

e & & & 0

Obtained and reviewed the file of bills paid as maintained onsite and the bank statements for the
pericd to identify non-payroll payments to employees and board members of the District to
determine if each disbursement was supported by an original itemized receipt and documentation
of the business purpose. Such disbursements were traced to the Accounts Payable register to
determine 1f the disbursement was appropriately recorded.

Obtamed and reviewed the Accounts Payable register for any payments to employees and board
members that were non-payroll disbursements. Any such payments were compared to the list of
bills compiled in procedure B.

Obtained a listing of all work orders for the penod of November 1, 2010 through October 31,
2011 from the Baton Rouge Water Company and extracted all new service/meter installation
services performed. The District’s log of payments and the bank statements for that period were
reviewed to determune if the customer’s new meter service payment was received and deposited
and whether the customer application was received All missing payments and documentation
were noted.

We obtained a listing of all meter re-reads performed by Baton Rouge Water Company on behalf
of customers in the District. For meter re-reads that 1dentified repairs were required to be paid by
the customer, we selected a sample of 10 and placed a phone call to the customer and inquired of
services performed, if repairs were made, and if so, the name of the vendor that performed the
repair. Any vendors indicated by the customers were compared with a listing of District
employees and known related parties.

We obtaned illing registers for all billing cycles of the District for the periods of November
2010 and October 2011 We compared customers included on the billing registers as of
November 2010 and October 2011 Any customers appearing m October 2011 that did not
appear in November 2010 were compared to the extract of all new service/meter installation
services 1n procedure D. For any new customers not included on the extract of all new
service/meter installation services, we determined if a ‘set up’ fee was received by the District.
This procedure was performed to provide assurance of the completeness of the list extracted in
procedure D

We interviewed one of the homebuilders/developers that appeared on the Distnct’s log of new
service set-ups and mquired as to the fees paid to the District and 1dentification of vendor and/or
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mdividuals that generally completed the hook ups and performed any maintenance services. A
list of such vendors/individuals was compiled and compared to the list of employees of the
District and known related parties

H. We obtained a histing of all customer billing adjustments for the District from December 2010
through March of 2012. The adjustments were reviewed to determine the user ID of the person
initiating the adjustment and the reason for the adjustment. A sample of 10 adjustments was
selected to determine if adjustments were supported by documentation, approved by the board, or
were otherwise made in accordance with the District’s policy.
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FINDINGS RESULTING FROM PROCEDURES PERFORMED:

L. Procedures Involving Internal Control

During the period subjected to our procedures, the District’s staffing consisted of five employees At
the time we performed our procedures, only one of those staff members was employed by the District.
Because of this and an overall substandard condition of records, several of the planned procedures
could not be performed We have indicated those planned procedures for which there was
insufficient information or documentation to perform the procedures

A Financial Management

1 P&N obtained and reviewed all monthly board meeting minutes provided for the
period of November 1, 2010 through October 31, 2011 to determine if management
(chief executive and board members) was presented with timely and accurate
monthly financial statements within three weeks of month-end, including budget-
to-actual comparisons of the entity duning fiscal year 2011.

a) Per review of the monthly meeting minutes provided, there were only two
references to financial statements and/or financial information. The July 13,
2011 meeting minutes documented ‘The annual audit and financial statement
were distributed for review.” The October 19, 2011 meeting minutes
documented ‘A motion to approve the proposed budget, pending the public
hearing, was made by Mr. Thomas, and seconded by Mr. Lodge. Yeas - all;
Nays - none.’

Based on the dates for which meeting minutes were provided, it appears that
not all monthly meeting minutes were provided to P&N for review. For
those minutes reviewed, there was no indication that reviews of monthly
financial statements had occurred.

ii.  The entity was not m deficit spending during 2011, 2010, or 2609.

i P&N requested written policies and procedures for the following financial/business
functions of the entuty:

¢ Budgeting, including preparing, adopting, monitoring, and amending the
budget;

s Purchasing, including (1) how purchases are initiated; (2) how vendors are
added to the vendor hist; (3) the preparation and approval process of
purchase requisitions and purchase orders; (4) checks and balances to
ensure compliance with the pubhic bid law; and (5) documentation required
to be maintained for all bids and price quotes.

s Disbursements, including processing, reviewing and approving,

*  Receipts, including receiving, recording and preparing deposits.

a)} P&N was not provided the policies and procedures for the Distnct. Per
discussion with the remaining employee of Water District #2, she was
not aware of the existence of any written policies and procedures of the
District
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B. Credi

i.

1.

ard

P&N requested written policies and procedures for credit cards to determine if the
following was addressed:

How cards are to be controlled
Allowable business uses
Documentation requirements
Required approvers
Monitoring card usage

e & & 9 B

a) Per discussion with the remaining employee of Water District #2, she
was not aware of any written policies and procedures specific to the use
of credit cards.

P&N obtained the monthly statements for all credit cards used during the period of
November 1, 2010 through October 31, 2011 and selected the two largest (dollar
amount) statements for each card. The statements and supporting documentation
were reviewed to determine 1f each purchase was supported by an original itemized
receipt 1dentifying the item purchased; documentation of the business/public
purpose; any other documentation as may be required by policy: and if each
purchase was in accordance with the threshokis or guidelines established in the
policies and procedures; evaluation as to whether or not purchases were made for
personal purposes; evaluation as to whether or not purchases were non-compliant
with the entity’s normal procurement/purchasing process and/or the Louisiana
Public Bid Law. P&N further compared charges on the credit card statements to
the expense reimbursement reports for the same month and one month after to note
any duplicate payments Exceptions are noted below:

a} Of the 4 purchases included on the monthly statements selected for
review, none were supported by an original temized receipt.

b) 2 of the 4 purchases selected for testing did not include documentation
of the business/public purpose (denoted with a 2 in the table below).
The remaining 2 purchases, (denoted with ! in the table below)
contammed handwritien notes on the credit card statements mdicating
these purchases were for business purposes.

c} No policies/procedures were provided by the District specific to credit
cards, therefore, we were unable to test to determine if other
documentation required by policy was included and if pusrchases were 1n
accordance with the guidehnes or thresholds established in the policies
and procedures.

d) There were no employee expense reimbursement reports submitted and
therefore, no comparison of these charges was made to such reports,
The one non-payroi] disbursement identified and reported at procedure
ILA. did not appear to be a duplicate payment.
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Tberville
1| Home Depot' | Pansh Water September | 2011-09-01 | Home Depot $£98.19
Tberville
2| Home Depot' | Pansh Water | September | 2011-09-12 | Home Depot $27993
Tberville Water
3 | Office Depot? Works October 2011-10-18 | Office Depot $150.78
Iberville Water
4 | Office Depot® Works October 2011-10-20 } Office Depot $176.80

in. P&N obtained the monthly statements for all credit cards (including supporting
documentation) for the period of November 1, 2010 through October 31, 2011 and
selected two statements for testing. The statements selected for testing were
reviewed to determine if each monthly statement was reviewed and approved, in
writing, by someone other than the person making the purchases

a) Of the 2 statements selected for testing, neither was reviewed and
approved in writing by someone other than the person making the
purchases. However, the comesponding check payment was signed by a
board member, thereby indicating high level approval.

Home Depot Iberville Parish Water September
2 Office Depot Iberville Water Works October

C Travel and Expense Reimbursement

i. P&N requested wrtten policies and procedures for travel and expense
reimbursement to determine if the following was addressed-

Allowable expenses

Dollar thresholds by category of expense
Documentation requirements

Required approvers

a) Per discussion with the remaining employee of Water District #2, she
was not aware of any written policies and procedures specific to travel
and expense rexmbursements, Additionally, per discussion with the
remaining employee and review of audited financial statements,
employees did not receive travel and expense reimbursements,

D. Contracts

i. P&N requested written policies and procedures for contracts/contracting, including
leasing, to determine if the following was addressed:

Types of services requiring written contracts
Standard terms and conditions

Legal review

Approval process
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1.

Monitoring process

Centralized control and oversight of contracts to ensure that
services/deliverables received and payments made comply with the terms
and conditions of the contracts.

a) Per discussion with the remawming employee of Water District #2, she
was not aware of any wrriten policies and procedures specific to
contracts/contracting, including leasing.

P&N obtamed and reviewed the accounting records from QuickBooks for the
period of November 1, 2010 through October 31, 2011 to identify
individuals/businesses being paid for contracted services The 5 highest paid
vendors during the period were selected for review. For each vendor, the following
procedures were performed: determmed if there was a formal/written contract
supporting the services arrangement and the total amount paid; determined the
business legitimacy of the vendor; reviewed for evidence of related party
transactions; for purchases subject to LA Public Bid Law, determined if the entity
complied with all requirements; for contracts awarded under RFP method,
determined if contract was awarded to appropriate proposer; for any purchases
made 'off" state contract, determined if the board formally adopted the use of the
LA Procurement Code; for any purchases ‘piggybacked’ onto another agency's
contract, determined if there was documentation demonstrating the contract was a
previously bid, viable contract and the price paid by the entity was the same as the
contract's bid price; for any amended contracts, determined whether the original
contract provided for an amendment; for amendments outside the scope of the
original contract, determined if it should have been separately bid and contracted;
selected one invoice paid to the vendor and determined if the invoices received and
payments made during the period complied with terms and conditions of the
contract; determined if there was written evidence the entity’s legal advisor
reviewed the contract and advised entering into the contract; and determined if
there was documentation of board approval, if required. Note: payments (o
BRWC were excluded from testing. Exceptions are noted below.,

a) For 4 of the 5 vendors selected for testing, if a formal contract was
executed for the services provided, it was not provided to P&N for
review, For the remaining vendor, an insurance proposal was provided;
however, no formal contract was provided (indicated with a * below).

b) For 4 of the 5 vendors selected for testing, due to lack of documentation
provided, P&N was unable to determine if contracts, when present,
were awarded on the RFP method or ‘piggybacked’ onto another
agency’s contract (indicated with a 2 below).

¢) For all 5 of the vendors selected for testing, due to lack of
documentation provided, P&N was unable to determine if contracts,
when present, were amended; if invoices received and payments made
during the period complied with the terms and conditions of the
contract, when present; if contracts, when present, included written
evidence that the entity’s legal advisor reviewed the contract and
advised entering into the contract; and 1f contracts, when present, were
appraved by the board.
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Owen & Engineenng Firm

) "~ $36,224 50
2 | Blumberg and Associates, Inc !, $21,118 30 | Insurance
3 | QA Consultant, LLC? $13,941.00 | Unknown
4 | City of St. Gabnel $10,212.10 | Reimbursement for Meter Overread for a long
period of time
5 | Apple Guern Company, LCC? $8,718 00 | Accountmg

E Payroll and Personnel

i. P&N requested written policies and procedures for payroll and personnel to
determine if they addressed the processing of payroll, including reviewing and
approving of time and attendance records, paid leave and overtime worked.

a) Per discussion with the remaining employee of Water District #2, she
was not aware of any written policies and procedures specific to payroll
and personnel.

ii. P&N requested a listing of employment contracts/agreements in force during the
period of November 1, 2010 through October 31, 2011 to determine if all payments
issued during the period under examination were done in strict accordance with the
terms and conditions of the contract for the largest (dollar amount) employment
contract.

a) Per discussion with the remaining employee of Water District #2, and
review of employee file documentation, there were no employment
contracts or written salary agreements.

ni. P&N requested the feave and attendance records for one pay period to deterrnine if
all employees were documenting their daily attendance and leave; if supervisors
were approving, in writing, the attendance and leave of all employees; and if the
entity was maintaining accurate written leave records on all eligible employees.

a) During the period under review, the District employed 3 full-time and 2
part-time employees. Of the full-time employees, 2 were considered
hourly and 1 was considered salaned. Per discussion with the
remamnmmg employee of Water District #2, and review of employee file
documentation, there were no employee sign in sheets or other
mechanisms to track employee attendance. Hourly employees were
typically paid based on therr standard hours to be worked. Per review
of the November 2010 pay file, one of the employees was paid 11 hours
of overtime No timesheet or other documentation to support the
overtime worked was provided to us as support.

iv.  P&N selected all employees of the Distnct and reviewed to determine if changes

made to their hourly pay rates/salaries during the period of November 1, 2010
through October 31, 2011 were approved in writing in accordance with policy.

10
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a)

Per minutes of board meeting held April 27, 2011, “After reviewing the
salary requirements of the District's employees, a motion to accept the
manager’s recommendation was made and seconded. Salaries are

attached as part of these minutes. Yeas - all; Nays - none”. However,
the attachment with salary increases was not included in the copies of
the mmutes provided to us. We were unable to determine if selary and
wage increases per testing were those increases that were approved by
the Board. All employee files provided were also reviewed; review did
not identify any documentation of pay rate approval. Pay rate changes
are listed in the table below

1 { EMPLOYEE #1 WD#2 Hourly $733 $7 62 $0.29
2 | EMPLOYEE# 2 WDi2 Hourly $14.59 $15.17 $0.58
3 | EMPLOYEE #3 WD#2 Hourly $9 05 $16 83 $778
Car
Altowance $283 33 $283.34 £001
4 | EMPLOYEE #4 WD#H2 Hourly $8.832 $917 £0.35
5 | EMPLOYEE#5 WD#2 Salary $6,000 00 $5,700.00 $(300 00)
Car
Aliowance $0 00 $283 34 $283.34
b) Because there was no policy specific to payroll, we were unable to test
for changes to pay in accordance with Dastrict policy.
v.  P&N requested the five largest termination payments made dunng the period of

November 1, 2010 and October 31, 2011.

Such payments were reviewed to

determine 1f they were supported by documentation, made in strict accordance with
policy, and properly approved.
a) One termination/leave payment was identified in the period under

examination No documentation was provided to support the leave
payment All board minutes provided were reviewed for evidence of
review of termination/leave payments Per minutes of mecting held
October 19, 2011 and November 9, 2011, no specific approval of was
documented However, the check was signed by 2 board members.

2011-10-26

According to the one remaining employee, the District had no policy
regarding vesting of unused leave or payout thereof Again, no written
policies existed Becanse there was no policy specific to

11
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termination/leave payments we were unable to determine whether the
payment was made in accordance with District policy.

However, the audited financial statements for the year-ended October
31, 2010 indicated that the District’s policy allowed employees to
accumulate up to 45 days of accrued unpaid sick leave. The amount
paid approximates 45 days of pay.

II. Disbursements Testing

P&N obtained and reviewed the file of bills paid as maintained onsite and bank statements for the
period of November 1, 2010 through October 31, 2011 to identify non-payroll payments to employees
and Board members of the District. Two such payments were identified. Each payment was
reviewed to determine if each disbursement was supported by an original itemized receipt and
documentation of the business purpose. Each disbursement was also traced to the Accounts Payable
Register to determine if the disbursement was appropriately recorded. The following was noted
duning our testing:

One of the two disbursements was not supported by an original itemized receipt and did not
include documentation of the busmness purpose. Note: “Invorce #1” was indicated per the
memo on the check, however, no mvoice or supporting documentation was included The
other of the two disbursements was properly supported and documented.

1 | EMPLOYEE #3 2011-01-12 $950 00 NoOT SUPPORTED
2 | EMPLOYEE #3 2011-09-26 $261 60 PROPERLY SUPPORTED

1. New Meter Installation Testing

The District charges a standard fee of $500 as an mitial fee for “new service” set-up. P&N obtained a
hsting of all work orders for the District’s customers for the period of November 1, 2010 through
October 31, 2011 from Baton Rouge Water Company and extracted all new service/meter installation
services. These services were reviewed to determne if each customer/developer’s new service
payment of $500 and customer application was submitted to the District. To make this determination,
P&N traced payments to the District’s log of payments, the customer application, and the deposit to
the bank All missing payments and documentation are noted below-

A. Of the 48 new taps installed during the period of review, 22 new service orders were not
included on the log of District payments provided to P&N. Note of the 22 service orders
noted above, per printout from billing system, the $500 fee for service was applied to the
customer account for 11 service orders This indicates that although these 11 service orders
were not recorded on the District’s log of customer paymenis, the customer did remit
payment for the new service fee (indicated with a ! on the table below).

R EXTH e

7070 21 841 0065 00 2010-11-10

12
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2 707021 811 0211 00 2011-01-06 Tap_ | New Service
3 70 7021 831 0106 00" 2011-02-28 Tap | New Service
4 70 70 21 822 0104 00" 2011-03-08 Tap | New Service
] 70 70 21 821 0197 00! 2011-04-035 Tap | New Service
6 7070 21 811 0224 00" 2011-05-03 Tap | New Service
7 70 70 21 811 0225 00 2011-05-16 Tap | New Service
8 7070 21 841 0071 00 2011-05-18 Tap | New Service
9 7070 21 841 0072 00 2011-05-18 Tap | New Service
10 70 70 21 821 0198 00! 2011-06-29 Tap | New Service
11 707021 8110233 00* 2011-07-05 Tap _} New Service
12 70 70 21 831 0108 00" 2011-08-02 Tap | New Service
13 70 7021 811 0239 00 2011-08-08 Tap | New Service
14 70 70 21 811 0243 00 2011-08-12 Tap | New Service
15 7070 21 811 0244 00 2011-08-12 Tap | New Service
16 707021 8110238 00 2011-08-15 Tap | New Service
17 7070 21 831 011000 2011-08-18 Tap | New Service
18 707021 831010900 2011-68-22 Tap | New Service
19 70 70 21 821 0199 00" 2011-08-23 Tap | New Service
20 7070 21 8110247 00 2011-09-06 Tap | New Service
21 707021 831 011t OO? 2011-09-14 Tap | New Service
22 707021 831 0112 00 2011-09-14 Tap | New Service

B. Customer applications were not provided to P&N to support 12 new service orders.

70 70 21 841 0069 00 2010-11-10 Tap | New Service

1
2] 707021811021100 2011-01-06 Tap | New Service
3| 7070213310106 00 2011-02-28 Tap | New Service
41 7070218220104 00 2011-03-08 Tap | New Service
5| 7070218210197 00 2011-04-05 Tap | New Service
6| 7070218110224 00 2011-05-03 Tap | New Service
71 707021 841 0071 00 2011-05-18 Tap | New Service
31 707021841 0072 00 2011-05-18 Tap ]| New Service
9| 7070218210198 00 2011-06-29 Tap | New Service
10| 707021 811 023300 2011-07-05 Tap | New Service
111 707021 831 0108 00 2011-08-02 Tap | New Service
121 707021 811 0238 00 2011-08-15 Tap | New Service

13
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C. Fee for service for 13 new customer taps could not be traced to the bank deposit

10 70 21 841 0069 00

2010-11-10

Tap

New Service

S
!

1
2| 7070218110211 00 2011-01-06 Tap | New Service
31 7070218220104 00 2011-03-08 Tap | New Service
4] 7070218110224 00 2011-05-03 Tap New Service
5] 707021 841007100 2011-05-18 Tap | New Service
61 707021 8410072 00 2011-05-13 Tap New Service
7] 7070218210198 00 2011-06-29 Tap | New Service
8] 707021831011000 2011-08-18 Tap | New Service
9 | 707021 8310109 00 2011-08-22 Tap | New Service
10| 707021 811 0246 00 2011-08-23 Tap | New Service
11| 707021 8310111 00 2011-09-14 Tap New Service
12| 707021 831011200 2011-09-14 Tap | New Service
13| 707021 831011300 2011-10-25 Tap | New Service

D Review of bank statements identified 5 deposits to the bank account in the amount of $500
which appeared to be for new service fees, which we were unable to trace to a new customer
account. In addition, review of new service work orders identified 24 new taps in the name
of a particular company (new customer #5), while a review of bank statement deposits
identified 25 new service fees that were received from that company during the fiscal year.

1 | NEW CUSTOMER #1 2011-01-13 $500 00
2 | NEW CUSTOMER #2 201 1-07-15 $500 00
3 | NEw CUSTOMER #3 2011-09-07 $500 00
4 | NEW CUSTOMER #4 2011-09-20 $500.00
5 | NEw CUSTOMER #5 N/A £500.00

Fotential Financial Impact of New Meter Installation Testing
The 13 new customer taps which could not be traced to the bank deposit into the Dastrict account

represent $6,500 in potential missing funds. However, as indicated in item D above, 5 deposits
existed which could not be linked to a new customer in Baton Rouge Water’s system. The
possibility exists that the 5 deposits which could not be linked with an account were for 5 of the
13 “no~deposit” accounts. This possibility exists because of differences or variances in names
between the deposit slips and the system. If these 5 deposits were for 5 of the 13 “po deposit”
accounts, then the net missing funds would amount to $4,000.

IV. Meter Re-Reads

P&N obtained a listing of all meter re-reads performed by Baton Rouge Water Company on behalf of
customers in the District duning the period of November 1, 2010 through October 31, 2011 For
meter re-reads that wdentified repairs were required to be paid by the customer, P&N selected a
sample of 10 and placed a phone call to the customer and inquired of services performed, if repairs

14
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were made, and if so, the name of the vendor that performed the repair. The listing of vendors
identified was compared with a listing of District employees and any known related parties. The
following was noted during our testng’

A. Of the 10 customers selected for testing, P&N was unable to contact 6 customers. Note: 2
atlempts were made to contact each customer.

B. For the 4 customers contacted by P&N results of the inqusries are noted below.

707021 821 0175 06 | 2011-09-17 | Leak repawred | Unsure of vendor. Spoke

with tenant; landlord
acquired the services.
2| 707021831010002 { 2011-07-20 | Line leak has | N/A N/A
not been
fixed
3| 707021831120501 | 2011-09-12 | Disinctcame | Roto Rooter No
out to mspect
the leak.

4| 707021 841 0610 07 | 2011-03-10 | Leak repawred | “Town fixed the leak.” NA
Per conversation, it was a
problem with a part
attached to the water
mefer

It should be noted that the customer made reference to the “town”. The City of St Gabriel does
not provide water services The customer appeared to be of the belief that the repair person was
a government employee

V. Homehuilder/Developer Interview

P&N interviewed one of the homebuilders/developers that appeared on the District’s log of new
service set-ups during the period of November 1, 2010 and October 31, 2011 and inquired as to the
fees paid to the District and identification of the vendor and/or individuals that generally performed
the work for service set ups and maintenance services The vendors that they identified were
compiled and compared to the st of employees of the District and related parties.

The interview revealed:

* The homebulder/developer would complete the application and submut its $500 to
the District office in accordance with established procedure

e The homebuilder/developer expenenced delays between the time it submutted its
application and the delivery of the new set up service.

o The homebuilder/developer was told by a District employee, Employee #3, that he
was to perform the work for new service set-ups and to make payments to hum for
performing the work instead of the District office.

V1. Customer Billing Adjustments
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P&N obtained a lsting of all customer billing adjustments for the District from December 2010
through March of 2012 and reviewed the adjustments to determine the user ID of person initating
adjustment and the reason for adjustment. A sample of 10 adjustments initiated by Employee #5°s
user ID was selected and reviewed to determine if adjustments were supported by documentation,
approved by the board, or were otherwise made in accordance with the District’s policy. A procedure
which includes documenting the reasons for adjustments, obtaining proper approval, and adhering to
a consistent policy regarding the reasons for adjustments is considered best practice.

Qur procedures revealed the following:
A. No policy was provided by the District specific to customer billing adjustments.

B. The person initiating the adjustments (entering them into the system) was the same person
wha collected the payments from customers.

C. Documentation and approval for 9 customer billing adjustments selected for testing could not
be located in the District’s files.

e
W1

707021 821 0177 01 | 2011-01-14 | CRUL | Credit underground leak (5183 32)

1

2]707021842 3119001 | 2011-02-14 | CRUL | Credit underground leak (3193 86)
31707021 842039507 | 2011-03-10 | COBD | Charge off bad debt (8559 42)

4] 707021842103003 { 2011-03-10 | COBD | Charge off bad debt ($411139)

5] 707021842 039510 | 2011-03-10 | COBD | Charge off bad debt ($263.94)

6] 707021811 158001 | 2011-05-12 | CRUL | Credit underground leak ($394.59)
7{707021811158001 | 2011-05-12 | APEN | Adjust penalty amount (378 93)

8] 7070 21 842086001 | 2011-08-08 | CRUL | Credrt underground leak (8429 06)

9 707021842 086001 | 2011-08-08 | APEN | Adjust penalty amount (572 19)
D. Documentation was provided in support of 1 customer billing adjustment; however the

adjustment amount per the documentation did not support the actual adjustment amount.
Board approval for this adjustment could not be located in the Dustrict’s files.

PP

[T B NV

1| 70 7021 821 1866 10 | 2011-11-08 | CRUL ﬁ;‘k““““d“g“’““d ($39531) | (5436 06)

VIL Other Observations

The following additional observations were noted during our procedures:

A. P&N selected all board meeting minutes provided for the period of November 1, 2010
through October 31, 2011 and reviewed to determine if any board members were absent from
board meetings. For any member absences, corresponding payments to board members were
reviewed to determine if there were corresponding pay deductions for missed meetings.

i. Review of meeting minutes identified 1 — 3 board members were absent from each
meeting, as documented in the table below. In 9 of 11 instances in which members
were absent from board meetings, the member received full pay for the pay period.
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In the remaining 2 instances, no check stub was provided for the board member for
the corresponding pay penod; therefore, we were unable to determine if full pay was
made (indicated with a ! in the table below). Nofe No Board policy was provided;
therefore, unable to determine if Board members were to be paid for serving on the
board or if Board members were to be paid based on Board meenings attended.

4/132011 BOARD MEMBER #1 | APRIL 1 - APRIL 30, $60 00
2011
BOARD MEMEER #2 $60 00
2011
BOARD MEMBER #3 $60.00
BOARD MEMBER #5' 201 NO CHECK STUB PROVIDED
BOARD MEMBER #6 $60 00
4 7/1372011 BOARDMEMEBER #1 | JUNE16-JULY IS, $60 00
2011
BOARD MEMBER #7 $60 00
BOARD MEMBER #5 $60.00
5 10/19/2011 BOARD MEMBER #3 OCTOBER 16~
NOVEMBER 15, $60 00
2011
TOTAL PAID YET MEETINGS NOT ATTENDED $540.00

ii.  Per our observations and discussions with District employees, it was noted that mn
some instances the $500 fee for new meter installation was not always posted to the
customer account correctly, sometimes resulting in a prepaid on the customer

account.
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Exhibit A
LISTING OF PROCEDURES

Financial Management

I. Determme if management (chief executive and board members) was presented with timely and
accurate monthly financal statements within three weeks of month-end, including budget-to-
actual comparisons on funds (General Fund, Special Revenue Fund, Utility Fund, etc.) of the
entity, during 2011

2  If management was deficit spending during 2011, 2010 and 2009 determine if there is a written
plan to eliminate the deficit spending.

3. Determine if there are written policies and procedures for the following financial/business
functions of the entity

¢ Budgeting, including preparing, adopting, monitoring, and amending the budget

* Purchasing, including (1) how purchases are initiated, (2) how vendors are added to the
vendor list; (3) the preparation and approval process of purchase requisitions and
purchase orders, (4) checks and balances to ensure comphance with the public bid law;
and (5) documentation required to be maintained for all bids and price quotes.

¢ Disbursements, including processing, reviewing, and approving

s Receipts, mcluding receiving, recording, and preparing deposits

Credit Cards

1. Obtain from management a listing of all active credit cards (and bank debit cards if applicable)
for the period under examination, including the card numbers and the names of the persons who
maintained possession of the cards.

[Note: There are three types of credit cards: (1) general {e g., VISA, MasterCard, etc ), (2)
store (e.g., Wal Mart, Office Depot, Sam’s Club, etc ); and (3) gasoline (e.g., Fuelman, Exxon,
etc )]

2. Obtain and review the entity’s written policies and procedures for credit cards (and debit cards if
applicable) and determine if the following is addressed’

How cards are to be controlled
Allowable business uses
Documentation requirements
Required approvers
Monitoring card usage
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3. Obtain the monthly statements for all credit cards (general, stores, and gasoline) used during the
period under examination and select for detailed review, the two largest (dollar amount)
stateraents for each card (Note For a debit card, select the two monthly bank statements with the
largest dollar amount of debit charges):

A. Obtain the entity’s supporting documentation for the purchases/charges shown on the
selected monthly statements

®  Determine if each purchase 1s supported by:
o An original itemized receipt (i.e , identifies precisely what was purchased)

o Documentation of the business/public purpose (Note: For meal charges, there should
also be documentation of the individuals participating)

o Other documentation as may be required by policy (e.g., purchase order,
authorization, etc.)
® Determine if each purchase 15s:
o In accordance with thresholds or guidelines established in the policies and procedures
o Documented as to the appropriate and necessary business purpose relative to the

entity

e Determine if any purchases were made for personal purposes If there are purchases made
for personal purposes, determine the date(s) of reimbursement

® Determine if any purchases were non-compliant with the entity’s normal
procurement/purchasing process and/or the Louisiana Public Bid Law (i.e., large or
recurring purchases requiring the solicitation of bids or quotes).

B. Compare charges on the credit card staternent to expense reumbursement reports for the same
month and one month after and note any and alt duplicate payments

C. Determine if each monthly credit card statement (including supporting documentation) was
reviewed and approved, in writing, by someone other than the person making the purchases.
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D. Determine if finance charges and/or late fees were assessed on the monthly statements.

Travel and Expense Reimbursement

1  Obtain and review the entity’s written policies and procedures for travel and expense
reimbursement and determine if the following 1s addressed:

e Allowable expenses

¢ Dollar thresholds by category of expense
¢ Documentation requirements

s Requured approvers

2. Obtain a histing of all travel and related expense reimbursements during the period under
exammation and select for review, the one person who was reimbursed the most money:

A, Obtain all of the expense reimbursement reports of the selected person, including the
supporting documentation, and select the three largest (dollar) expense reports to review in
detail (Note: If there are only three or less expense reports, review all (100%) of them.):

¢ Determine 1f each expenditure is:
o Reimbursed mn accordance with written policy (e.g , rates established for meals,
mileage, lodging, etc.)

o In accordance with thresholds or guidelines established in the policies and procedures

¢ Determne if each expenditure is supported by:

o An original itemized receipt (i e , identifies precisely what was purchased)
[Note: An expense that is reimbursed based on an established per diem amount (e.g.,
meals) generally does not require a receipt |

o Documentation of the business/public purpose (Note: For meal charges, there should
also be documentation of the individuals participating)
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¢ Other documentation as may be requured by policy {e.g , authorization for travel,
conference brochure, certificate of attendance, etc.)

Identify any expenditures that were for extended hotel stays before or after training class,
meals for spouses or other non-district employees or representatives, or entertainment.

Determine if each expense report (including documentation) was reviewed and approved,
in writing, by someone other than the person recerving reimbursement.

B Determine if there was any duplication of expenses by comparing the expense reports to
credit card statements for the current and previous month.

Contracts

1. Obtain and review the entity’s written policies and procedures for contracts/contracting,
including leasing, and determine if the following is addressed:

Types of services requiring written contracts
Standard terms and conditions

Legal review

Approval process

Monitoring process

2. Determine if the entity’s written policies and procedures contain provisions for centralized
control and oversight of contracts to ensure that services/deliverables received and payments
made comply with the terms and conditions of the contracts

3. Obtain and review the accounting records (e.g., general ledgers, accounts payable vendor history
reports, invoices, etc.) for the period under examination to 1dentify individuals/businesses being
paud for contracted services (e g, professional, technical, etc ). Select the five “vendors™ that
were paid the most money during the period and for each:

Determine if there is a formal/wrnitten contract that supports the services arrangement and
the total amount paid

Determine the business legitimacy of the vendor if not known by the auditor (e.g., look-
up the vendor on the LA Secretary of State’s website)
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4. From the same accounting records used 1n procedure number 3 above, select for detailed review,
the largest (dollar amount) vendor paid in 2011 whose services were provided under contract in
each of the following categories that was entered into during the period.

{1) Services
(2) Materials and supplies

{(3) Public works

A. Obtam the selected contracts and the related paid invoices and.

Look for evidence of related party ransactions. To do this, a list of all family members of the
District and businesses owned will be provided to the accountants Findings or related parties
will be limited to those parties listed

Determune if the transaction is subject to the Louisiana Public Bid Law:

o Ifyes, determine if the entity complied with all requirements (e.g , selicited quotes or
bids, advertisement, selected lowest bidder, etc.)

Determine 1f the contract was awarded under the reguest for proposals (RFP) method. If
done so, obtain all proposals and the evaluation/scoring documents to determine if the
contract was awarded to the most responsible offeror whose proposal was the most
advantageous taking into consideration price and other evaluation factors set forth i the

request for proposals.

Determine if the procurement was made “ofP” state contract (as opposed to following the
competitive bidding requirements of the Lowsiana Public Bid Law) If done so,
determine if the board formally adopted the use of the Louisiana Procurement Code (R.S.
39:1551-1755), the set of laws that govern most state agencies’ purchases of certain
services, materials and supplies, and major repairs

Determine if the procurement related to homeland security and was made from federal
General Services Administration (GSA) supply schedules. If done so, determine if the
entity (1) utilized a Louisiana licensed distributor; (2) used the competitive ordering
procedures of the federal GSA; and (3) received prior approval from the director of the
State Office of Homeland Security and Emergency Preparedness, or hus designee.
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e Determme if the entity “piggybacked” onto another agency’s contract. If done so,
determine if there 1s documentat:on on file that clearly demonstrates the contract was a
previously bid, viable contract and the price paid by the entity was the same as that
contract’s biud price

¢ Determine if the contract was amended. If done so, determine whether the origmmal
contract contemplated or provided for such an amendment. Furthermore, determine if the
amendment is outside the scope of the ongmal contract, and if so, whether it should have
been separately bid and contracted.

e Select one invoice paid to the vendor for the selected contract and determine if the
invoices received and payments made during the period comphied with the terms and
conditions of the contract.

® Determine if there is wntten evidence that the entity’s legal advisor reviewed the contract
and advised enterning into the contract.

s Determine if there is documentation of board approval, if required.

Payroll and Personnel

1. Obtain and review the entity’s written policies and procedures for payroll and personnel and
determine if they address the processing of payroll, including reviewing and approving of time
and attendance records, including leave and overume worked.

2. Obtain a listing of employment contracts/agreements m force during the period under
examination. Select the largest {dollar amount) employment contract and determine if all
payments 1ssued during the peniod under examination were done in strict accordance with the
terms and conditions of the contract.

3. Select the attendance and leave records for one pay perniod and

e Determine if all employees are documenting their daily attendance and leave (e.g.,
vacation, sick, etc.). (Note: Generally, an elected official is not eligible to earn leave and
does not document his/her attendance and leave. However, if the elected official is
earning leave according to policy and/or contract, the official should document his/her
daily attendance and leave.)
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® Determme 1f supervisors are approving, n writing, the attendance and leave of all
employees.

¢ Determine if the entity 1s maintaining accurate written leave records (e.g., hours eamed,
hours used, and balance available) on all eligible employees.

4. Select the four highest pard employees and determine 1if changes made to their hourly pay
rates/salaries during the period under examination were approved in writing and in accordance
with policy.

5 Select the five largest termination payments (e.g., vacation, sick, compensatory time, etc.) made
during the period under exammation Determine if the payments were supported by
documentation, made in strict accordance with policy and/or contract, and properly approved.

6. Determine if any employees were also being paid as contract labor during the period of the
examnation,
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This letter is in response to your attempted carrespondence with Mr. Steve Fox, former
manager of the Iberville Water District #2 (IWD#2) Mr. Fox was relieved of his duties by the
IWD#2 Board on March 7, 2012 along with all other employees. On that same date, the board
voted to contract with the Iberville Parish Utility Department to assume the day-to-day
management of the District. We believe 1t is the duty of the Iberville Parish Administration to
respond to your request since cur Utility Department 1s now managing IWD#2.

We have contracted with Postlewaite and Netterville, and independent accounting firm, to
perform an agreed upon procedures engagement related to the internal controls of IWDH#2.
Your office has approved those procedures and a report is forthcoming by the end of this week
The draft report by Postlewaite and Netterville was presented to the |berville Parish Council
during its regularly scheduled meeting on July 24, 2012 and the iWD#2 Board of Commissioners
on July 25, 2012, The corroborating results of the independent audit report and the repart an
agreed upon procedures has led us to provide you with the following corrective measure:

Iberville Parish Councll Administration will recommend the abolishment of lberville Water
District #2 at our next regularly scheduled meeting on August 21, 2012. We are n the process
of working with financial advisors and bond counsel to propose a plan on the retirement of the
district’s outstanding debt
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Once abolishment 1s complete and the district’s assets are transferred to the Utility
Department, the water distribution will be subject to the policies and procedures already
adopted by the Utility Department effectively correcting all reportable conditions

This Administration understands the seventy of the financial condition of the district. We
mtend on taking an aggressive approach to implementing our corrective action Should you
have any questions, please feel free to contact me at (225) 687-5186.

Sincerely,

i

Randall W, Dunn, CPA
Director of Finance
Iberwille Pansh Council




