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Independent Auditors’ Report

City Court of Monroe
Monroe, Louisiana

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the City Court of Monroe, a
component unit of the City of Monroe, as of and for the year ended April 30, 2005, which
collectively comprise the City Court of Monroe’s basic financial statements as listed in the Table
of Contents. These financial statements are the responsibility of the City Court of Monroe. Our
responsibility is to express an opinion on these financial statements based on our audit,

Except as explained in the following paragraph, we conducted our audit in accordance with U.S.
generally accepted auditing standards and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Compiroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by -
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

The Court has not been able to reconcile the amount of the advance deposits for the cases
reported in the Judicial Fund’s (Fiduciary Fund Type) case management software system to the
general ledger of the Court. The assets and liabilities of the Judicial Fund represent a significant
portion of the assets and liabilities of the Fiduciary Fund Type.

Because of the matter discussed in the preceding paragraph, the scope of our work was not
sufficient to epnable us to express, and we do not express, an opinion on the financial position of
the aggregate remaining fund information of the City Court of Monroe as of April 30, 2005.

In our opinion, except for the effects of such adjustment, if any, as might have been determined to
be necessary had we been able to satisfy ourselves as to the financial position of the aggregate
remaining fund information, the financial statements referred to above present fairly, in all
material respects, the financial position of the governmental activities and each major fund of the
Court as of April 30, 2005, and the respective changes in financial position thereof for the year
then ended in conformity with U. S. generally accepted accounting principles.
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In accordance with Government Auditing Standards, we have also issued a report dated October
3, 2005, on our consideration of the City Court of Monroe’s intemal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Governmenr
Auditing Standards and should be considered in assessing the results of our audit.

The Management's Discussion and Analysis on pages 3 through 7 and the budgetary comparison
information on page 20 (Schedule I) are not required parts of the basic financial statements but
are supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consist primarily of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion
on it.

Our audit was made for the purpose of forming opinions on the basic financial statements that
collectively comprise the City Court of Monroe’s basic financial statements. The financial
information listed as Other Supplemental Information in the Table of Contents is presented for
purposes of additional analysis and is not a required part of the basic financial statements of the
City Court of Monroe. The information in such schedules has been subjected to the auditing
procedures applied in the audit of the basic financial statements, and, in our opinion, except for
the effect of such adjustments, if any, as might be required had we been able to satisfy ourselves
as to the financial activities of the Judicial Fund (Fiduciary Fund Type) as discussed in the second
preceding paragraph, is fairly stated in all material respects 1n relation to the basic financial
statements taken as a whole

S v FaageinZia, XC

Monroe, Louisiana
October 3, 2005
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CITY COURT OF MONROE
MONROE, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
AS OF AND FOR THE YEAR ENDED JUNE 30, 2005

Our discussion and analysis of City of Monroe City Court’s financial performance provides an
overview of the City Court’s financial activities as of and for the fiscal year ended April 30, 2005.
Please read it in conjunction with the City’s financial statements, which begin on page 8.

FINANCIAL HIGHLIGHTS
The City Court’s net assets increased by $49,507 or 9%
The City Court’s total program revenues were $248,115 in 2005 compared to $278,008 in 2004.

During the year ended April 30, 2005, the City Court had total expenses, excluding depreciation of
$1,312,584.

USING THIS ANNUAL REPORT

This annul report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities (on pages 8 and 9) provide information about the activities of the City Court
as a whole. Fund financial statements start on page 8. For governmental activities, these statements
tell how these services were financed in the short term as well as what remains for future spending.
Fund financial statements also report the City Court’s operations in more detail than the government-
wide statements by providing information about the City Court’s most significant funds. The
remaining statements provide financial information about activities for which the City Court acts
solely as a trustee or agent for the benefit of those outside of the City Court. The City Court judges
are independently elected officials. However, the City Court is fiscally dependent on the City of
Monroe for office space, courtrooms, and related utility costs, as well as substantially all funding of
salary and related employee benefit costs. Because the City Court is fiscally dependent on the City
of Monroe, the City Court was determined o be a component unit of the City of Monroe. The
accompanying financial statements present information only on the funds maintained by the City
Court.

Reporting the Funds Maintained by the City Court as a Whole
The Statement of Net Assets and the Statement of Activities

Our analysis of the funds maintained by the Court as a whole begins on page 5. One of the most
important questions asked about the City Court’s finances is “is the City Court as a whole better off
or worse off as a result of the year’s activities?” The Statement of Net Assets and the Statement of
Activities report information about the funds maintained by the City Court as a whole and about its
activities in a way that helps answer this question. These statements include all assets and liabilities
using the accrual basis of accounting, which is similar to the accounting used by most private-sector
companies. Accrual of the current year’s revenues and expenses are taken into account regardless of
when cash is received or paid.



These two statements report the City Court’s net assets and changes in them. You can think of the
City Court’s net assets — the difference between assets and liabilities — as one way to measure the
City Court’s financial health, or financial position. Over time, increases or decreases in the City
Court’s net assets are one indicator of whether its financial health is improving or deteriorating.

In the Statement of Net Assets and the Statement of Activities, we record the funds maintained by
City Court as governmental activities:

Governmental activities — all of the expenses paid from the funds maintained by the City Court are
reported here which consists primarily of certain materials and supplies, travel, repairs and
maintenance and other program services. These represent expenses not paid out of the City of
Monroe budget for judicial expenses. Fines, fees for services and interest income finance most of
these activities.

Reporting the Most Significant Funds Maintained by the City Court

Our analysis of the major funds maintained by the City Court begins on page 6. The fund financial
statements begin on page 8 and provide detailed information about the most significant funds
maintained by the City Court. The City Court’s governmental funds use the following accounting
approaches.

Governmental funds — All of the City Court’s expenses are reported in governmental funds, which
focus on how money flows into and out of those funds and the balances left at year-end that are
available for spending. These funds are reported using an accounting method called modified
accrual accounting, which measures cash and all other financial assets that can readily be converted
to cash. The governmental fund statements provide a detailed short-term view of the City Court’s
general government operations and the expenses paid from those funds. Governmental fund
information helps you determine whether there are more or fewer financial resources that can be
spent in the near future to finance certain City Court expenses. We describe the relationship (or
differences) between governmental activities (reported in the Statement of Net Assets and the
Statement of Activities) and governmental funds in a reconciliation disclosed in the notes to the
financial statements.

The City as Trustee

The City Court is the trustee, or fiduciary, for its civil division and traffic violation bureau funds,
All of the City Court’s fiduciary activities are reported in a separate Statement of Fiduciary Net
Assets on page 10. We exclude these activities from the City Court’s other financial statements
because the City Court cannot use these assets to finance its operations. The City Court is
responsible for ensuring that the assets reported in these funds are used for their intended purposes.

THE FUNDS MAINTAINED BY THE CITY COURT AS A WHOLE
The City Court’s total net assets changed from a year ago, increasing from $575,581 to $625,088.

Our analysis below will focus on key elements of the total governmental funds for the years ended
April 30, 2005 and 2004.



Table 1

Net Assets

Governmental Activities

2005 2004
Current assets $ 576,913 5 559,586
Capital assets, net 48,604 19,231
Total assets 625,517 578,817
Current liabilities 429 3,236
429 3,236

Net assets:

Investment in capital assets, net of debt 48,604 19,231
Unrestricted 576,484 556,350
Total net assets $ 625,088 $ 575,581

Net assets of the funds maintained by the City Court’s governmental activities increased by $49,507
or 9%. Unrestricted net assets, the part of net assets that can be used to finance City Court expenses
without constraints or other legal requirements increased by $20,134 from $556,350 at April 30,
2004, to $576,484 at April 30, 2005,

Table 2
Change in Net Assets
Governmental Activities
2005 2004
Revenues:
Program revenues:
Charges for services, fines, fees,
& forfeitures $ 248,115 $ 278,008
Interest and other income 18,252 16,922
Intergovernmental - City of Monroe 1,105,450 1,074,361
Total revenues 1,371,817 1,369,291
Expenses:
General governmental - judicial 1,322,310 1,289,223
Increase in net assets $ 49,507 $ 80,068




For the funds maintained by the City Court, total revenues increased $2,541 (.2%) from total
revenues in 2004 of $1,369,291 to total revenues of $1,371,832 in 2005. For the funds maintained
by the City Court, program revenues decreased $29,893 (11%) from program revenue in 2004 of
$278,008 to program revenue of $248,115 in 2005. The total expenses of the City Court increased
by $33,087 (3%). The portion of the expenses paid by the City Court out of its funds increased by
$1,998 (1%) from $214,862 to $216,860.

FUNDS MAINTAINED BY THE CITY COURT

For the funds maintained by the City Court, the governmental funds (as presented on page 8)
reported a combined fund balance of $576,484, which is an increase of $59,233 from last year.
Program revenues and the amount of funding provided by the City of Monroe increased minimally
by $9,206 and $31,089, respectively, from the prior year. Expenditures paid out of the City Court’s
own funds increased by $4,068 from $203,066 in 2004 to $207,134 in 2005.

Budgetary Highlights

For the funds maintained by the City Court, a formal budget in accordance with state law is adopted
and amended as deemed to be necessary throughout the year. The budget does not include the
amounts budgeted by the City of Monroe for the City Court. Total actual revenues exceeded total
budgeted revenues by $17,786. Significant favorable variances between actual and budgeted
revenues occurred in probation fees, bond forfeitures, and interest income. The most significant
unfavorable variance occurred in other income. Total budgeted expenditures exceeded total actual
expenditures by $41,447. The most notable favorable variances occurred in operating services and
. travel and other. There wete no significant unfavorable expenditure variances.

CAPITAL ASSETS

At April 30, 2005, the City Court had invested $388,165 in capital assets from those funds
maintained by the City Court.

Table 3
Capital Assets at Year End
Governmental
Activities
2005
Computer equipment $177,193
Equipment 102,554
Furniture 58.418
Total $338,165
This year’s major additions included:
Computer equipment $10,177
Equipment 26,074
Office Equipment 2,844
Total $39,094



More detailed information about the capital assets is presented in Note 5 to the financial statements.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS

The City Court’s elected judges and appointed officials consider many factors when setting the fiscal
year 2006 budget. Amount available for appropriation in governmental funds are expected to remain
the same as the revenues available in 2005, which was approximately $265,000. 1t is anticipated that
the governmental funds’ fund balance will increase modestly by the close of 2006. Other than the
acquisition of a4 new case management software system for accounting and reporting for civil suit
transactions, the City Court has added no major new programs or initiatives to be funded in 2006.

CONTACTING THE CITY COURT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our Citizens and Taxpayers with a general overview of
the finances for those funds maintained by the City Court and to show the City Court’s
accountability for the money it receives. If you have questions about this report or need additional
financial information, contact the Monroe City Court, Administrative Judges’ office at 600 Calypso
Street, Monroe, Louisiana 71201.

Judge John R. Harrison
Administrative Judge
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Statement A

CITY COURT OF MONROE
MONROE, LOUISIANA
GOVERNMENTAL FUNDS BALANCE SHEET/STATEMENT OF NET ASSETS
APRIL 340, 2005
Adjustments/
General Reclassifications - Statement of
Fund Note 1 Net Assets
ASSETS

Cash and cash equivalents $ 565,207 $ - $ 565,207
Receivables 25 11,681 11,706
Due from fiduciary funds 10,093 (10,093) -
Due from other governments 1,588 (1,588) -
Capital assets, net of accumulated

depreciation - 48,604 48,604

Total Assets § 576,913 3 48604  § 625517
LIABILITIES
Accounts payable $ 429 $ - $ 429
Total Liabilities 429 - 429
FUND BALANCE/NET ASSETS
Fund balance:
Unreserved, reported in:

General Fund 576,484 {576,484) -
Total Fund Balance 576,484 {576,484) -
Total Liabilities and Fund Balances $ 576913

NET ASSETS

Invested in Capital Assets, Net of Related Debt 48,604 48,604

Unrestricted 576,484 576,484
Total Net Assets $ 625,088 $ 625088

The accompanying notes are an integral part of this statement.
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CITY COURT OF MONROE

MONROE, LOUISTANA
STATEMENT OF GOVERNMENTAL FUND REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES/
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED APRIL 36, 2005

EXPENDITURES/EXPENSES
Judiciary - Current:

Personal services & benefits

Operating services

Materials and supplies

Travel and other

Depreciation

Other
Capital Outlay

Total Expenditures/Expenses

PROGRAM REVENUES
Fees, charges, and court costs:
Court costs
Civil fees
Probation fees
Reinstatement fees
Bond forfeitures
Other charges for services
Program Revenues

Net Program Expense

GENERAL REVENUES
Intergovernmental - City of Monroe
Interest income
Other income

Total General Revenues

EXCESS OF REVENUES
OVER EXPENDITURES

CHANGE IN NET ASSETS

FUND BALANCE/NET ASSETS:
Beginning of the Year

End of Year

The accompanying notes are an integral part of this statement,

9

Statement B

General Adjustments -  Statement of
Fund Note 1 Activities
% 1,004,318 $ - $ 1,004,318
201,650 - 201,650
27,115 - 27,115
40,407 - 40,407
- 9,721 9,721
- 39,099 39,099
39,094 (39,094) -
1,312,584 9,726 1,322,310
151,575 - 151,575
21,940 - 21,940
46,300 - 46,300
3,738 - 3,738
16,325 - 16,325
8,237 - 8,237
248,115 - 248,115
(1,074,195)
1,105,450 - 1,105,450
18,003 - 18,003
249 - 249
1,123,702 - 1,123,702
59,233 (59,233) -
49,507 49,507
517,251 575,581
$ 576,484 $ - $ 625,088




Statement C

CITY COURT OF MONROE
MONROE, LOUISIANA
STATEMENT OF FIDUCIARY NET ASSETS
APRIL 30, 2005
Agency
Funds
ASSETS
Cash and cash equivalents 3 813,965
Accounts recejvable 330
Total Assets $ 814,295
LIABILITIES
Liabilities:
Accounts payable $ 23,592
Unsettled deposits held for others 790,703
Total Liabilities 5 814,295

The accompanying notes are an integral part of this statement.

10
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CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED APRIL 30, 2005

INTRODUCTION

As provided for by Chapter 7 of Title 13 of the Louisiana Revised Statutes, the City Court of
Monroe (the “Court”) has jurisdiction in all civil matters in the City of Monroe (the City)
including all of Wards Three and Ten of Ouachita Parish. The criminat jurisdiction of the Court
is limited to offenses committed within Wards Three and Ten of Ouachita Panish and violations
of City ordinances that are not required to be tried by jury. The City judges are elected for six-
year terms. The current term expires on December 31, 2008.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. BASIS OF PRESENTATION

The accompanying basic financial statements of the City Court of Monroe have been
prepared in conformity with governmental accounting principles generally accepted in the
United States of America. The Governmental Accounting Standards Board (the “GASB”™) is
the accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The accompanying basic financial statements have been prepared in
conformity with GASB Statement No. 34, Basic Financial Statements-and Management s
Discussion and Analysis—for State and Local Governments (the “Statement”), which was
unanimously approved in June 1999 by the Governmental Accounting Standards Board.

B. REPORTING ENTITY

For reporting purposes, the City of Monroe, Louisiana (the “City”) serves as the financial
reporting entity for the City. The financial reporting entity consists of (a) the primary
government (City), (b) organizations for which the primary government is financially
accountable, and (c) other organizations for which the nature and significance of their
relationship with the primary government are such that exclusion would cause the reporting
entity's financial statements to be misleading or incomplete.

Governmental Accounting Standards Board (GASB) Statement No. 14 established criteria
determining which component units should be considered part of the City for financial
reporting purposes. The basic criterion for including a potential component unit within the
reporting entity is financial responsibility. The GASB has set forth criteria to be considered in
determining financial accountability. This eriteria includes:

I. Appointing a voting majority of an organization's governing body, and:

a. The ability of the City to impose its will on that organization and/or

11



CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED APRIL 30, 2005

b. The potential for the organization to provide specific financial benefits
to or impose specific financial burdens on the City.

2. Organizations for which the City does not appeint a voting majority but are
fiscally dependent on the City.

3. Organizations for which the reporting entity financial statements would be
misleading if data of the organization is not included because of the nature
or significance of the relationship.

The Court is fiscally dependent on the City of Monroe for office space, related utility
costs, insurance and substantially all salaries and related employee benefit costs. Because the
Court is fiscally dependent on the City, the Court was determined to be a component unit of
the City of Monroe, the financial reporting entity.

The accompanying financial statements present information only on the funds maintained
by the Court and do not present information on the City of Monroe, the general government
services provided by that governmental unit, or the other governmental units that comprise
the financial reporting entity.

C. FUND ACCOUNTING

The Court uses funds to maintain its financial records during the year. Fund accounting is
designed to demonstrate legal compliance and to aid management by segregating transactions
related to certain Court functions and activities. A fund is defined as a separate fiscal and
accounting entity with a self-balancing set of accounts.

Governmental Funds

Governmental funds account for all or most of the Court’s general activities. These funds
focus on the sources, uses, and balances of current financial resources. Expendable assets are
assigned to the various governmental funds according to the purposes for which they may be
used. Current liabilities are assigned to the fund from which they will be paid. The
difference between a govermnmental fund's assets and liabilities is reported as fund balance. In
general, fund balance represents the accumulated expendable resources that may be used to
finance future period programs or operations of the City Court of Monroe. The following are
the Court’s governmental funds:

General Fund

The -General Fund is the primary operating fund of the Court, and it accounts for all
financial resources, except those required to be accounted for in other funds. The General

12



CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED APRIL 306, 2005

Fund is available for any purpose provided it is expended or transferred in accordance with
state and federal laws and according to the Court’s policies.

Fiduciary Funds

Fiduciary funds reporting focuses on net assets and changes in net assets. The only funds
accounted for in this category by the Court are agency funds. The Court maintains three
agency funds: the Judicial Advance Fund, the Special Cost Fund, and the Bond Escrow Fund.
These funds are custodial in nature (assets equal liabilities) and do not involve measurement
of results of operations. Consequently, the agency funds have no measurement focus, but use
the modified accrual basis of accounting.

D. MEASUREMENT FOCUS/BASIS OF ACCOUNTING
Fund Financial Statements (FFS)

The amounts reflected in the General Fund of Statements A and B are accounted for using
a current financial resources measurement focus. With this measurement focus, only current
assets and current liabilities are generally included on the balance sheet. The statement of
revenues, expenditures, and changes in fund balances reports on the sources (i.e., revenues
and other financing sources) and uses (i.e., expenditures and other financing uses) of current
financial resources. This approach is then reconciled, through adjustment, to a government-
wide view of the Court’s operations.

The amounts reflected in the General Fund of Statements A and B use the modified
accrual basis of accounting. Under the modified accrual basis of accounting, revenues are
recognized when susceptible to accrual (i.e., when they become both measurable and
available). Measurable means the amount of the transaction can be determined and available
means collectible within the current period or soon enough thereafter to pay Habilities of the
current period. The Court considers all revenues available if they are collected within 60 days
after the fiscal year end. Expenditures are recorded when the related fund liability is incurred,
except for interest and principal payments on general long-term debt which is recognized
when due, and certain compensated absences and claims and judgments which are recognized
when the obligations are expected to be lquidated with expendable available financial
resources. The govermnmental funds use the following practices in recording revenues and
expenditures:

Revenues

Court costs, civil fees, bond forfeitures, and reinstatement fees are recorded in the year in
which they are earned.

13



CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED APRIL 30, 2005

Interest income on bank deposits is recorded when the interest has been earned and the
amount can be determined.

Substantially all other revenues are recognized when received by the Court.

Based on the above criteria, court costs, civil fees, bond forfeitures, and reinstatement fees
have been treated as susceptible to accrual.

Expenditures

Expenditures are generally recognized under the modified accrual basis of accounting
when the related fund liability is incurred.

Governmenti-Wide Financial Statements (GWFS)

The column labeled Statement of Net Assets (Statement A) and the column labeled
Statement of Activities (Statement B) display information about the Court as a whole. These
statements include all the financial activities of the Court. Information contained in these
columns reflects the economic resources measurement focus and the accrual basis of
accounting. Revenues, expenses, gains, losses, assets and liabilities resulting from exchange
or exchange-like transactions are recognized when the exchange occurs (regardless of when
cash is received or disbursed). Revenues, expenses, gains, losses, assets and liabilities
resulting from nonexchange transactions are recognized in accordance with the requirements
of GASB Statement No. 33, Accounting and Financial Reporting for Nonexchange
Transactions.

Program Revenues - Program revenues included in the column labeled Statement of
Activities (Statement B) are derived directly from the City Court of Monroe’s users as a fee
for services; program revenues reduce the cost of the function to be financed from the Court’s
general revenues.

Reconciliation

The reconciliation of the items reflected in the funds columns to the Statement of
Activities (Statement B)} and Statement of Net Assets (Statement A) are as follows:

Statement B
Uncollectible Receivables — Bond Forfeitures $ {39,099)
Capitalization of Capital Assets 39,094
Recording of Depreciation Expense (9,721)
Net Effect of Changes 3 (9,726)

14



CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED APRIL 30, 2005

Statement A
Recording of Net Capital Assets 48,604
Net Effect of Changes $ 48,604

E. CASH AND CASH EQUIVALENTS

Under state law, the Court may deposit funds in demand deposits, interest-bearing
demand deposits, or time deposits with state banks organized under Louisiana law or any
other state of the United States, or under the laws of the United States. The Court may invest
in certificates and time deposits of state banks organized under Louisiana law and national
banks having principal offices in Louisiana. Cash and cash equivalents include cash, demand
deposits, interest-bearing demand deposits, and amounts in time deposits and those
investments with original maturities of 90 days or less.

F. CAPITAL ASSETS

Capital assets are capitalized at historical cost. Donated assets are recorded as capital
assets at their estimated fair market value at the date of donation, The Court maintains a
threshold level of $500 or more for capitalizing capital assets.

Capital assets are recorded in the Statement of Net Assets and Statement of Activities.
Since surplus assets are sold for an immaterial amount when declared as no longer needed for
public purposes, no salvage value is taken into consideration for depreciation purposes. All
capital assets, other than land, are depreciated using the straight-line method over the
following useful lives:

Estimated

Description Lives

Computer Equipment 3§ years
Equipment 5 - 10 years
Furniture and fixtures 5 —10 years

G. ESTIMATES

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America require management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent asseis and liabilities at the date of the financial statements and the reported
amounts of revenues, expenditures, and expenses during the reporting period. Actual results
could differ from those estimates.

15



CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED APRIL 30, 2005

H. RISK MANAGEMENT

The Court is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets, and errors and omissions. The Court maintains professional liability
coverage on the Clerk to manage its exposure to fraud, illegal acts and errors and omissions.
The City of Monroe provides the remainder of insurance coverage. No claims were paid on
any of the policies during the past three years that exceeded the policies’ coverage amounts.

2. CASH AND CASH EQUIVALENTS

Under state law, the Court may deposit funds within a fiscal agent bank organized under the
laws of the State of Louisiana, the laws of any other state, or the laws of the United States. The
Court may invest in certificates and time deposits of state banks organized under Louisiana law
and national banks having their principal offices in Louisiana. At April 30, 2005, the Court had
cash (book balances) of $1,379,172 of which $1,378,672 was in bank accounts and $500 in petty
cash. These amounts are stated at cost, which approximates market.

Under state law, these deposits, or the resulting bank balances, must be secured by Federal
deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of
the pledged securities plus the federal deposit insurance must at all times equal the amount on
deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent
bank in a holding or custodial bank that is mutunally acceptable to both parties. Cash (bank
balances) at April 30, 2005, are secured as foflows:

Bank Balances $ 1,481,944
Federal deposit insurance $ 500,000
Pledged securities (uncollateralized) 2,042,840

Total $ 2,542840

Because the pledged securities are held by a custodial bank in the name of the fiscal agent
bank rather than in the name of the Court, they are considered uncollateralized {Category 3) under
the provisions of GASB Codification C20.106; however, Louisiana Revised Statute 39:1229
imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities
within 10 days of being notified by the Court that the fiscal agent bank has failed to pay deposited
funds upon demand. Further, LRS 39:1224 states that securities held by a third party shall be
deemed to be held in the Court’s name.
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CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED APRIL 30, 2005

3. RECEIVABLES

The receivables, as reported in the Statement of Net Assets at April 30, 2005, are summarized
as follows:

General
Class of Receivable Fund
Fees, Charges, and Commissions - Due from
Fiduciary Funds $ 10,093
Surety Bond Forfeitures —~ City of Monroe 1,588
Other 25
Total $ 11,706

The Court utilizes the direct write-off method for recording uncollectible accounts receivable.
The use of this method produces results that are not materially different from utilization of the

allowance method of recording bad debts.
4. DUE FROM/TO OTHER FUNDS

Individual balances due from/to other funds as reported in the fund financial statements at
April 30, 2003, are as follows:

Due From Due To Other
Other Funds Funds
General Fund $ 10,093
Agency Funds:
Judicial Fund $ 3,735
Bond Escrow Trust Fund 6,358
Totals $ 10,093 $ 10,093

The balances resulted from fees, charges, and other court costs collected by the agency funds

on behalf of the general fund.

5. CAPITAL ASSETS

Capital assets and depreciation activity as of and for the year ended April 30, 2005, is as

follows:
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CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED APRIL 30, 2005

- .

April 30, Additions  Retirements April 30,

Governmental Activities 2004 2005
Computer equipment $ 167017 $ 10,176 $ - $177,193
Equipment 76,480 26,074 102,554
Fumiture 55,574 2,844 ' 58,418

Total 299,071 39,094 - 338,165

Less accumulated depreciation:

Computer equipment 157,828 5.820 163,648
Equipment 71,519 3,479 74,998
Furniture 50,493 422 50,915

Total 279,840 9,721 - 289,561
Capital Assets, Net $ 19231  § 29373 % - $ 48,604

The Court has fixed assets totaling $110,861 that are no longer being utilized by the Court
and are deemed to be idle property. These assets are fully depreciated as of April 30, 2005.

6. CHANGES IN AGENCY FUNDS -
UNSETTLED DEPOSITS HELD FOR OTHERS

A summary of changes in agency fund deposits due others for the year ended April 30, 2005,
is as follows:

Balance at April 30, 2004 $ 670,382
Additions 1,610,504
Reductions 1,490,183
Balance at April 30, 2005 $ 790,703
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CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED APRIL 30, 2005

7. LEASES

The Court leases various office equipment under operating leases. The Court also leases
equipment for which the lease payments are paid by the City of Monroe. The total lease expense
under the leasing arrangements totaled $6,778 for the year ended April 30, 2005. The future
minimum lease payments under noncancelable operating leases are as follows:

Year Ending
April 30, Amount
2006 ‘ _ $ 7,344
2007 7,344
2008 7,344
2009 5,508
Future mimimum lease payments $ 27,546

8. ON-BEHALF PAYMENTS

The City of Monroe provides a substantial amount of fiscal support to the Court for its
operations. The City of Monroe made on-behalf payments of $1,105,450 for the Court for the
year ended April 30, 20035, as follows:

Salaries $ 698,196
Fringe benefits 295,930
Operating expenses 111,324

Total $ 1,105,450

The City of Monroe makes contributions to the Municipal Employees’ Retirement System of
Louisiana on behalf of the employees of the City Court of Monroe.

19



Required Supplemental Information



CITY COURT OF MONROE
MONROE, LOUISIANA

SCHEDULE OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES -
BUDGET (GAAP BASIS) AND ACTUAL
FOR THE YEAR ENDED APRIL 30, 2005

REVENUES

Program revenues:
Court costs and civil fees
Probation fees
Reinstatement fees
Bond forfeitures
QOther charges for services

General revenues:
Interest income
Other income

Total revenues

EXPENDITURES

Judiciary - Current:
Personal services
Operating services
Materials and supplies
Travel and other
Capital Outlay

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

FUND BALANCE AT
BEGINNING OF YEAR

FUND BALANCE AT
END OF YEAR

See accompanying notes to Schedule of Revenues, Expenditures, and

Schedule 1

Variance With

Budgeted Amounts Actual Final Budget

Original Final Amounts Over (Under)

$ 170,000 $ 170,000 173,515 $ 3,515
36,000 36,000 46,300 10,300
4,000 4,000 3,738 (262)
5,000 5,000 16,325 11,325

8,000 8,000 8,237 237

9,000 9000 18,003 9,003
- 16,581 249 (16,332)

$ 232,000 $ 248,581 $ 266,367 $ 17,786
9,000 13,781 10,192 (3,589)
112,800 124,600 114,243 (10,357)
4,200 4,200 3,197 (1,003)
65,000 65,000 40,408 (24,592)
41,000 41,000 39,094 {1,906)
232,600 248,581 207,134 {41,447)

- - 59,233 59,233

- - 517,251 517,251

3 - $ - 3 576,484 5 576,484

Changes in Fund Balances - Budget (GAAP) Basis and Actual.
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CITY COURT OF MONROE
Monroe, Louisiana

Notes to Schedule of Revenues, Expenditures and
Changes in Fund Balances — Budget (GAAP)
Basis and Actual
For the Year Ended April 30, 2005

NOTE 1 - BUDGETARY POLICIES

The proposed budget for the General Fund is prepared on the modified accrual
basis of accounting. The budget is then legally adopted by the judges and amended
during the year, as necessary. The budget is established and controlled by the judges at
the object level of expenditure. Appropriations lapse at year-end and must be
reappropriated for the following year to be expended. The budget adopted by the Court
does not include the expenditures budgeted annually for the Court of the City of Monroe.

Formal budgetary integration is employed as a management control device during

the year. Budgeted amounts included in the accompanying schedule include the original
adopted budget amount and the final amended budget.

21



CITY COURT OF MONROE
MONROE, LOUISIANA
OTHER SUPPLEMENTAL INFORMATION SCHEDULE
AS OF AND FOR THE YEAR ENDED APRIL 30, 2004

FIDUCIARY FUND TYPE — AGENCY FUNDS

Judicial Fund

The Judicial Fund accounts for advance deposits on civil suits filed by litigants. The
advances are refundable to the litigants after all costs have been paid.

Special Cost Clearing Fund

The Special Cost Clearing Fund accounts for the collection of fines and court costs
and the payment of these collections to recipients in accordance with applicable laws.

Bond Escrow Agency Fund
The Bond Escrow Agency Fund accounts for appearance bonds posted by defendants

subsequent to arrest and prior to court appearance. The bond posted is refundable to the
defendants upon their appearance in court.
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Unsettied deposits held for others, May 1, 2004

Additions;
Advance deposits
Fines and court costs
Appearance bonds
Total Additions
Total

Reductions:
Transfers to General Fund:
Spectal civil cost
Court costs - traftic and criminal
Probation fzes
Transters 1o City of Monroe:
Clerk fees
Court costs:
Equipment Fund
Fines and forfeitures
Jail
Appearance bond refunds
Attorney’s fees
Indigent Defender Board
Judges’ Supplemental Compensation Fund
Louisiana Commission on Law Enforcement
Louisiana Rehabilitation Services:
Head and Spinal Cord Injury
Louisiana State Treasurer
Marshal’s fees
North Louisiana Criminalistic Laboratory
Secretary of State
Scitlements to litigants
Sheriff’s fees
Other reductions
Total Reductions

Unsettled deposits held for others, April 30, 2005

CITY COURT OF MONROE
MONROE, LOUISIANA
FUDICIARY FUND TYPE - AGENCY FUNDS
COMBINING SCHEDULE OF CHANGES
IN UNSETTLED DEPOSITS
FOR THE YEAR ENDED APRIL. 30, 2005

Schedule 2

BOND
JUDICIAL SPECIAL ESCROW _
FUND COST FUND TOTAL

$ 526,670 $ - $ 143,712 $ 670382
405,975 405,975
1,150,779 1,150,779
53,750 53,750
405,975 1,150,779 53,750 1,610,504
932,645 1,150,779 197,462 2,280,886
21,940 21,940
148,252 148,252
46,300 46,300
115,118 115,118
3,950 3,950
360,181 360,181
77,160 77,160
45,440 45,440
1,378 1,378
238,970 238,970
40,473 40,473
29,718 29,718
4,510 4,510
15,432 15,432
46,587 175,140 221,727
31,995 31,995
2,300 2,300
19,696 39,696
17,043 17,043
9,562 19,038 28,600
294,097 1,150,646 45,440 1,490,183
$ 638,548 $ 133 S 152022 $ 790,703
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Independent Auditors’ Report Required
by Government Auditing Standards

The following independent Auditors’ report on compliance with laws and regulations and
internal control are presented in compliance with the requirements of Government Auditing
Standards, issued by the Comptroller General of the United States, and the Louisiana
Governmental Audit Guide, issued by the Society of Louisiana Certified Public Accountants and
the Louisiana Legislative Auditor.
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LITTLE & ASSOCIATES Lic

" CERTIFIED PUBLIC ACCOUNTANTS

W, TODD LITTLE, CPA
CHARLES R. MARCHBANKS, JR., CPA

Independent Auditors’ Report on Internal Contrel
Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

City Court of Menroe
Monroe, Louisiana

We have audited the financial statements of the City Court of Monroe as of and for the year
ended April 30, 2005, and have issued our report thereon dated October 3, 2005. We conducted
our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptrolier General of the United States.

Internal Contrel Over Financial Reporting

In planning and performing our audit, we considered the City Court of Monroe’s internal control
over financial reporfing in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide an opinion on the internal
control over financial reporting. However, we noted certain matters involving the internal control
over financial reporfing and its operation that we consider to be reportable conditions.
Reportable conditions involve matters coming to our attention relating to significant deficiencies
in the design or operation of the internal control over financial reporting that, in our judgment,
could adversely affect the City Court of Monroe's ability to record, process, summarize, and
report financial data consistent with the assertions of management in the financial statements. A

reportable condition is described in the accompanying schedule of findings and responses as item
2005-01.

A material weakness 1is a reportable condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal
control that might be reportable conditions and, accordingly, would not necessarily disclose all
reportable conditions that are considered to be material weaknesses. However, we consider the
reportable condition described above to be a material weakness.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City Court of Monroe’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

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

LAt oaapeintls] KX C

Monroee, Louisiana
October 3, 2005
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Schedule 3

CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA

Schedule of Findings and Responses
As of and For the Year Ended April 30, 2005

A, SUMMARY OF AUDIT RESULTS

1. Except for a disclaimer of opinion on the Fiduciary Fund Type, the Independent
Auditors’ Report expresses an unqualified opinion on the basic financial statements
of the City Court of Monroe.

2. No instances of noncompliance material to the financial statements of the City
Court of Monroe were disclosed during the audit.

3. One reportable condition relating to the audit of the financial statements is
reported in the Independent Auditors” Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards. The
reportable condition is considered to be a material weakness.

B. FINDINGS - FINANCIAL STATEMENTS AUDIT
2005-01 State of Accounting and Reporting for Judicial Fund

Condition: The Court maintains its Judicial Fund general ledger using a software system
separate from the Court’s case management system, which is utilized to record the
transactions of the individual civil suits filed with the Court. The Court has been unable
to reconcile the Judicial Fund’s advance deposit balance per the case management system
to the related advance deposit balance (liability) in the general ledger system. The
advance deposit balance in the general ledger system significantly exceeds the total of the
advance deposits in the case management system, which has resulted in funds being held
by the Court which are not identifiable by specific cases (referred to as “unidentifiable
funds™).

Criteria: The amount of advance deposits per the case management system should be
reconcilable to the amount of advance deposits per the general ledger system.

Cause: A history of poor internal controls over judicial advances, a faulty conversion of
judicial advance balances to the current case management system, and the use of separate
software systems for accounting for judicial advances and for the financial reporting of
judicial advances have contributed to the current problems in the Judicial Fund.

Effect: This fund is accountable for approximately $400,000 in deposit transactions each
year. The absence of proper controls to allow for the adequate accounting and monthly
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Schedule 3

CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA

Schedule of Findings and Responses
As of and For the Year Ended April 30, 2005

reconciliation of the case management software to the general ledger increases the risk of
misappropriation of assets, and/or the risk that errors or irregularities could continue to
occur within the system and not be detected in a timely manner.

Recommendation: Management of the Court has produced a schedule of all advance
deposit balances from the case management system. In order to determine the correct
amount of each advance deposit, Management has begun manually reconciling the
advance deposits per the schedule to the suit files. In addition, the Court has entered into
a contract for the acquisition and the installation of a new case management software
system that will integrate the advance deposit accounting and reporting functions. We
recommend that Management continue to reconcile the advance deposits per the case
management system schedule to the suit files. Also, we recommend that the Court
establish written procedures to ensure the proper conversion of the existing cases in the
current case management system to the new system.  Furthermore, after the Court has
reconciled the advance deposits per the case management system to the suit files and has
determined the appropriate amount of the advance deposits, the amount of the
unidentifiable funds should be transferred to the City of Monroe in accordance with
Louisiana Attorney General Opinion Number 02-0380.

The Court’s View on the Finding and Corrective Action Plan: The Court agrees with
auditors’ finding and recommendation. Within the past year, the software provider for
the case management system was able to produce a schedule of all civil suit balances
from the case management system. The Court has begun the process of reconciling the
advance deposit balances per the case management system to the civil suits’ files. The
Court will continue to reconcile the advance deposit balances per the case management
system schedule to the suit files. Once the schedule and the civil suits have been
reconciled, the Court will remit any unidentified funds to the City of Monroe in
accordance with Louisiana Attorney General Opinion Number 02-0380. In addition, the
Court has acquired a new case management software system that the Court intends to
begin using in January 2006. The system will integrate the accounting and reporting
functions for advance deposit transactions thereby significantly reducing the ability of the
Court to accumulate unidentifiable deposits. Prior to utilizing the new system, the Court
will establish written procedures for the transfer of the advance deposits from the current
case management system to the new system.
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Schedule 4

CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA

Summary Schedule of Prior Audit Findings
As of and For the Year Ended April 30, 2005

In connection with our audit of the City Court of Monroe as of and for the year ended April
30, 2005, we have also reviewed the status of prior year findings. The following presents the
status of those findings:

Independent Auditors’ Report on Compliance and Internal Control
04-01 State of Accounting and Reporting for Judicial Fund
Finding: The Court has been unable to reconcile the individual suit balances in the Judicial Fund

(Civil) to the Court’s general ledger accounting system, and the Court has unidentified deposits
in its Judicial Fund bank account.

Status: Unresolved.
04-02 Inadequate Policies and Procedures Over Cash Bond Fund

Finding: The City Court of Monroe maintained the processing and accounting, including the
receipt and disbursement, of all cash bonds posted on behalf of the Court’s defendants. The
Court failed to follow proper legal procedures with respect to bond forfeitures that resulted in the
release of sureties from any further obligation under the bonds and thus, the loss of income to the
Court.

Status: Resolved.
Legislative Auditor Investigative Audit

The Office of the Legislative Auditor conducted an investigative audit and issued a report
dated August 25, 2004. The following presents the status of the prior year findings noted by the
Legislative Auditors’ Office.

City Court Travel Expenses

Findings

The Monroe City Court is prohibited by the Louisiana Constitution from loaning funds to
its employees. The Court, however, may have violated provisions of the constitution by
advancing funds to employees to cover travel expenses and then allowing the employees to
charge those same expenses to the Court's credit card. The constitution may have been
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CITY COURT OF MONROE
CITY OF MONROE, LOUISIANA

Summary Schedule of Prior Audit Findings
As of and For the Year Ended April 30, 2005

violated when the Court failed to adopt a policy defining the time an employee has to file an
expense report and repay any unused, advanced funds or other funds due to the Court. Not

tracking the return of the public funds or paying for the same expenses twice could be
considered unauthorized loans or donations.

The Court rented vehicles on several occasions where it was not the most economical
means of travel or where the rental cost exceeded allowable limits.

Status: Resolved.

Probation Office

Findings

Probation Officers Not Documenting Case Monitoring

The probation office does not have written policies and procedures specifying the required
contents of a probation case file.

Status: Resolved.
Probation Fees Not Collected

Probation fees were not properly and timely collected resulting in a loss of income to the
Court,

Status: Resolved.
Lack of Judicial Review

Probation officers waived fees without judicial approval and closed cases unsatisfactorily--some
condition of the probation was not fulfilled at the time the case was closed.

Status: Resolved.
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