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We have performed the procedures enumerated below, which were agreed to by the City of Franklin - onies - LeBlew CPA

Louisiana (City) solely to assist you with respect to transactions pertaining to the Franklin
Community Development Fund checking account for the period from inception until January 31,
2007. Management is responsible for all aspects of this process. This agreed-upon procedures
engagement was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. The sufficiency of these procedures is solely the
responsibility of those parties specified in the report. Consequently, we make no representations
regarding the sufficiency of the procedures described below either for the purpose for which this
report has been requested or for any other purpose.

Our procedures and findings are as follows:

We requested copies of bank statements and source documents for the Franklin Community
Development Fund account from inception uatil January 31, 2007. We obtained some of the
items requested from the local law enforcement agency as part of their ongoing investigation into
this account. From this request we determined the following:

» We ascertained that the account was opened on July 14, 1992, per account information
obtained from the financial institution; however, due to the financial institution’s
changing ownership multiple times since this account’s inception we were only able to
obtain bank statements and check copies from January I, 2001 until January 31, 2007.
Therefore we have narrowed the scope of some of our procedures to cover this time
period.

» We obtained copies of the signature cards associated with this account and noted that
there appeared to be only two signatories on this account at inception, July 14, 1992, and
the same two signatories were on this account at its closing in January 2007. One was
an employee of the City until November 2006 and the other was an employee of the
financial institution where this account was located. Per review of check copies obtained
we noted what appeared to be only the former City employee’s signature on the checks,
it did not appear that the bank employee’s signature was on any check that was Mantbe of:
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Per the source documents obtained from the financial institution we noted that this
account is classified as a “public funds” account and that the City’s Federal Employer
[dentification Number was used to open the account.

We researched the minutes of council meetings for the City for the year 1992, when this
account was apened, and we were unable to find a public resolution or approval from
City management for the opening of this account. City policies and procedures require
that all checking accounts be approved by public reselution or Council approval;
therefore there was no authorization for the opening of this account. City management
contends that they were unaware of this account’s existence until January 2007 when
they were notified by one of the signatories on the City of Franklin Office of
Development/Main Street cash account.

We recapped all activity from January 1, 2001 until January 10, 2007 by use of bank statements and
check copies that were obtained from the financial institution. We also requested all supporting
documentation for deposits and expenditures. We noted the following items based on this procedure:

¥ We noted $7.492.00 of depostts into the Franklin Community Development Fund

account from the City of Franklin Office of Development/Main Street cash account.
This account was opened on August 24, 1999 by a group of local merchants for the
purpose of “creating and promoting events in the downtown area” per review of the
Merchant Meeting minutes of that date. Per review of transcripts of local law
enforcement interviews of several of the merchants that are involved in these downtown
area promotions, supporting documentation for the checks written to the Franklin
Community Development account was not obtained. The result of this deficiency in
internal controls was that the merchants were not cognizant as to the actual uses of these
funds. One such contribution in the amount of $1,000 was deposited into the City of
Franklin Office of Development/Main Street account on October 2, 2006. On the same
day, a check was written from this account and deposited into the Franklin Community
Development Fund account for $1,000. We traced, per review of the personal credit
statement, that on October 6, 2006 a payment was made to the credit card account of the
former employee of the City for $1,000 with a check written out of the Franklin
Community Development Fund account. The memo on the check was “silent auction
prizes” but we have been unable to obtain suppott for this expenditure nor were we able
to match purchases per the credit card statement to this expenditure.

We noted $6,203.52 of deposits into the Franklin Community Development Fund
account from various area merchants and citizens. We reviewed transcripts prepared by
local law enforcement detailing interviews of several local business owners that made
contributions to this account and learned that the business owners were under the
impression that the contributions were to promote several local area annual festivals.

We were unable to obtain any requisitions, purchase orders, vendor invoices, or other
supporting documentation for any of the expenditures from the Franklin Community
Development Fund account which is in violation of the City’s purchasing policies and
procedures. We reviewed various reimbursements between the former employee
signatory on this cash account and the City directly and noted that there were no
exceptions to the City’s purchasing policies with regards to the items tested. The same
policies and procedures, however, were not followed with regards to expenditures from
the Franklin Community Development Fund account.




¥» Wenoted a check dated March 1, 2001 for $100 written to the order of a personal credit
union account, per copizs of the financial institution’s invoice obtained from local law
enforcement, of the former City employee which is one of the signataries on the Franklin
Community Development Fund Account. The memo line on this check notes
“scaffolding loan”. We were unable to determine the total amount paid for this
scaffolding or the current location of such equipment. There was however, a deposit
made on February 15, 2006 in the amount of $50.00 from a local contracting company
with the memo notation of “donation for scaffolding use” The loaning of this
equipment paid for by public funds is in violation of LSA Const. Article 7, Section 14
which states that “the funds, credit, property, or things of value of the state or any
pohtical subdivision shall not be loaned, pledged, or donated to or for any person,
association, or corporation, public or private.”

»  We noted $9,426.34 of checks written pay to the order of “MC Bank™ from April 9,
2002 until January [Q, 2007. We traced these payments to supporting documentation in
the form of personal credit card statements, obtained from local law enforcement as part
of their investigaticn, of the former City employee for $7,282.14 of these expenditures.
The last check written from this account in the amount of $124.52 was written to this
credit card and officially closed this bank account on January 10, 2007. We were unable
to obtain proper supporting documentation for the actual underlying expenditures that
comprised the credit card purchases nor were we able to match credit card purchases to
payment amounts. As part of our analysis, we recapped all purchases noted from the
personal credit card statements that were not food or travel related from January 1, 2004
until January 10, 2007 and compared these to actual payments applied to this account.
As a result of this procedure we calculated $2,867.36 of purchases and $10,028.79 of
payments applied to this account during this time period. Of these payments $7,582.14
was obtained from the Franklin Community Development Fund account and $2,446.65
from other sources. The variance between the purchases and payments from the
Franklin Community Development Fund is $4,714.78. We obtained hand written and
typed “door prize and silent auction” listings of items as support for some of these
payments, but there was no vendor invoices or other supporting documentation for the
values attributed to the iterns listed. We were also unable to obtain any requests for
reimbursement for these expenditures as is City policy. For the remaining checks
totaling $2,144.20 we were unable to obtain credit card statements or supporting
documentation for these expenditures.

»  Wenoted $1,854.31 of checks written to various nonprofit organizations, local churches,
fundraisers, schools and local Mardi Gras Krewes. This is in violation of LSA-Const.
Article 7, Section 14 which prohibits the donating of public funds to any person,
association, or corporation, public or private.

¥ We noted two checks totaling $406.00 paid to the order of the Rotary Club Intemational.
This 15 in violation of LSA-Const. Article 7, Section 14 which prohibits the loaning,
pledging, or donating of any public funds to or for any person, association, or
corporation, public or private.

#» We noted several checks totaling §160.50 written to various private individuals with the
memo notations of donations and gifts. This is in violation of LSA-Const. Article 7,
Section 14 which prohibits the loaning, pledging, or donating of any public funds to or
for any person, association, or corporation, public or private,




» We noted several checks totaling $1,441.98 written for various miscellaneous
expenditures such as flower shop purchases, payments to music and book clubs,
Chamber of Commerce and Theater tickets, food purchases, post office purchases,
hardware store expenditures, local printers, antique stores and frame shops. We have
been unable to obtain supporting documentation for these expenditures.

We were not engaged to, and did not conduct an audit, the objective of which would be the
expression of an opinion, as to the nature of the deposits and expenditure transactions flowing
through the Franklin Community Development Fund checking account. 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 is intended solely for the information and use of the City of Franklin, Louisiana,
Legislative Auditor, State of Louisiana, Distnct Attorney’s Office, and local law enforcement and
should not be used by those who have not agreed to the procedures and taken responsibility for the
sufficiency of the procedures for their purposes. Under Louisiana Revised Statute 24:513, this report
13 distributed by the Legslative Auditor as a public document.

Dawnall, Sikes, L‘f/ngdw & Srederick

(A Corporation of Certified Public Accountants)

Morgan City, Louisiana
May 1, 2007




CITY OF FRANKLIN, LOUISIANA

Recommendations
May 1, 2007

The City should implement procedures to ensure that all cash accounts bearing the City’s
Federal Employer Identification Number be included in the City’s books and records and be
monitored by the City’s management to ensure that all transactions are within the guidelines
of the City’s policies and procedures and state laws and regulations. Opening of these
accounts should follow the policies and procedures of the City by means of a public
resolution approved the City Council. Any cash account that is opened without public
resolution and approval of management should be closed immediately and the proper
authorities notified.




CITY OF FRANKLIN, LOUISIANA

Management’s Corrective Action Plan for Agreed-Upon Procedures Findings
May 1, 2007

The Franktlin Community Development Fund account was closed on January 10, 2007.

As for any future cash accounts, Management will take all recommendations under advisement and
will implement procedures to ensure that all cash accounts and the transactions flowing through them
will be in accordance with the policies and procedures of the City and the recommendations outlined
in this report.




