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INDEPENDENT AUDITORS’® REPOR'T

Board of Commissioners

Ibarb Waterworks [istrict No. |
. O. Box 1366

Zwolle, LA 71486

W have audited the accompanying general purpose financial statements of the Ebarb Waterworks District No. 1, Zwaolle,
l.ouisiana, a component unit of the Sabine Parish Police Jury, as of and for the year ended December 31, 1999, as listed
in the table of contents. ‘These general purpose financial statcments are the responsibility of the Lbarb Waterworks
District No. 1’s management. Our responsibility i1s to express an opinion on these financial statements basced on our

audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards applicable 10
financial audits contained tn Government Auditing Standards, i1ssued by the Comptroller Genceral of the United States.
Those standards require that we plan and perform the audit {o obtain reasonable assurance about whether the financial
stalements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures inthe financial statements. An audit also includes assessing the accounting principles used and
significant estimates madce by management, as well as evaluating the overall financial statcment presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the gencral purpose financial statements referred to above present fairly. in all material respects, the
financial position of the Libarb Watcrworks District No. 1, Zwolle, l.ouisiana, a component unit of the Sabine Parish
Police Jury, as of December 31, 1999, and the results of its operations and the cash {lows for the year then ended in
conformity with generally accepted accounting principles.

The accompanying gencral purpose Tinancial statements have been prepared assuming that the Lbarb Waterworks District
No. 1, Zwolle, Louisiana, will continue as a going concern. As discussed in Note 11 to the gencral purpose financial
statements, the District has sustained substantial losscs 1n recent years which has resulted in an accumulated deficit of
$1.022.650 in unreserved retained earnings at December 31, 1999, These conditions raise substantial doubt about its
ability to continuc as a going concern, Management’s plans regarding those matters also are described in Note 11, The
general purpose financial statements do not include any adjustments that might result {from the outcome of this
uncertainty.

In accordance with Giovernment Auditing Standards, we have also issued a report dated June 20, 2000 on our
considcration of the ibarb Waterworks District No. 1’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

— ————— - - ————
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Board of Commissioncrs
I‘barb Waterworks District No., |
Pape 2

Our audit was performed for the purpose of forming an opinion on the gencral purpose financial statements of the Ebarb
Waterworks District No. 1, Zwolle, 1.ouisiana, a component unit of the Sabine Parish Police Jury, taken as a whole. The
accompanying supplementary information schedules listed in the table of contents are presented for purposes of
additional analysis and are not a required par( of the general purpose financial statements. Such information has been
subjected to the anditing procedures applied m the andit of the general purpose financial statements and, in our opinion,
1s Tairly stated, in all material respects, in relation to the general purpose financial statements taken as a whole.

Hines, Jackson & Hines
Naitchitoches, [.ouisiana
June 20, 2000
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EXTIBIT A

EBARB WATERWORKS DISTRICT NO. |
ZWOLLLE, LOUISIANA
BALANCE SHEET
PROPRIETARY FUND TYPE
DECEMBER 31, 1999

AsSCLs
Cash $ 61,767
Accounts receivable
Trade, net of allowance for doubtful accounts of $28,765. 61,633
Other 2,450
Prepaid msurance 4,813
Restricted assets
Cash 19,038
I“ixed assets, not of accumulated depreciation of $1,110,193, _ 3,456,649
Total Asscts > 3,600,350
[.iabilitics and lund lquity
I abilitics
Accounts payable $ 127,815
Accrued expenses 3,379
Interest payable 285,714
Estimated claims payable 65,931
Revenue bonds payable _2.981,123
Total Liabihitics 3,403,962
Fund Liguity
Contributed capital 1,146,000
Retained carnings
Reserved
Retirement of long-term debt 19,038
Unreserved (1.022.650)
Total I'und Equity t42.388
Total Liabilitics and I‘'und Equity $ 3,606,350
The accompanying notes are an integral part of this statement. 4




EBARB WATERWORKS DISTRICT NO. 1
ZWOLLE, 1.OUISTIANA
STATUMUNT OF REVENUES, EXPENSES AND CHANGLES IN
RETAINED EARNINGS - PROPRILTARY FUND 1YPF
FOR THE YEAR ENDED DECEMBER 31, 1999

Operating Revenues
Charges for services

EXHIBIT B

Watcer sales 641,527
|.ate payment penaltics 21,600
Tapping, rcconnection and other fees 22,335
Other 02063
Total Operating Revenuces 604,725
Operating Lxpoenses

Advertising, 733
Automobile mileage reimbursement 21,255
Bad debts 64,605
Chemicals 39,350
Commissioners’ fees 4. 5060
Compulter services 11,508
Jepreciation 113,795
ngincering services 47,650
nsurance 4.143
l.egal and accounting 25,294
Matcrials and supplies 26,179
Meter reading services 26,138
Meter instaliation costs (3,792
Miscellancous 4514
Office supphies 3,544
Payroll taxces 2,480
Plant operating scrvices 24,971
Postagc 0,466
Rent 554
Repair and maintenance-buildings 3,092
Repair and maintenance-distribution system 83,032
Repair and maintenance-cquipment 219
Salarics 28,817
Small tools and supplics 12,934
Sccrelary services 2,607
System supervisory services 20 892
Telephone 2,204
Uitihties 31,472
Water purchasad 110,987

Workman’s compensation 233
Total Operating, Expenses $ 747,008

The accompanying notes are an integral part of this statciment. D



DXTIBIT B

LEBARB WATERWORKS DISTRICT NO. |
LZWOLILE, LOUISIANA
STATEMENT OF' REVENUES, EXPENSES AND CHANGES IN
RETAINED FEARNINGS - PROPRIETARY FUND TYPE (CONTINUILI)
FOR TITE YEAR ENDED DECEMBER 31, 1999

Opcrating, Income/(].0ss) \S (52,283)

Nonoperating, Revenues/(Expenses)
Intcrest mcomie 109

Intcrest expense _ (150.677)
Total Nonoperating Revenues/(lxpenses) _ (150,568)

Nct Income/(1.oss) (202,851)
(Increase)/decrease 1 retained earnings - reserved for retirement of long-term debt . (12.408)
Net change in unreserved retained carnings (215,259)
RETAINED EARNINGS - Unreserved, Beginning of year _ (807.391)
RETAINED EARNINGS - Unreserved, End of year b __ (1.022,650)

The accompanying notes are an integral part of this statement. 0O




EXHIBIT C

FBARDB WATERWORKS DISTRICT NO. 1
ZWOLLIL, 1LOUISIANA
STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPI
FOR THE YEAR ENDED DECEMBER 31, 1999

Cash Flows lIrom Opcrating Activitics

Nect loss $ (202.851)
Adjustments to reconcile operating loss to net cash provided from operating activitics
Depreclation 113,795

(Increase)/decreasce 1n operating asscts
Accounts receivable

Trade (27,832)
Other (2,450)
Prepaid insurance (4,813)
Increasc/(decrease) 1in operating habilities

Accounts payablc 62,331
Accrued cxpenses 3.379
Interest pavable _ 150.677
Net Cash Provided By/(Uscd In) Operating Acuivitics 02,2306

Cash I'lows From Capital and Related Financing Activities
Purchasc of automobiles (12,771)
Purchasc of machinery and cquipment (9,261)
Purchasc of buildings L (7,923)
Net Cash Provided By/(Used In) Capital and Related Financing Activities (29.955)
Net Increase 1in Cash 62,281
CASIH, Begimnming, of year 18.524
CASII, Ind of year $ 80,805

Supplemental Disclosures

Cash payments for interest expense for the year ended December 31, 1999, was $0.

The accompanying notes are an integral part of this statement. 7
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EBARB WATERWORKS DISTRICT NO. 1
ZWOLLE, 1.OUISTANA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 1999

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Ebarb Waterworks District No. 1, a political subdivision of the Sabine Parish Police Jury, was created by Louisiana
Revised Statute 33:38.11 and adopted by the Police Jury on March 16, 1977. The District's purpose is to provide water
service to any uscr within the geographical bounds of the district, It is operated by a board which conststs of up to five
commissioners appointed by the Police Jury.

The accounting and yeporting policies of the Ebarb Waterworks District No. 1 conform to generally accepted accounting
principles as applicable to governments. The Governmental Accounting Standards Board (GASB) is the accepted
standard setting, body for establishing governmental accounting and financial reporting principles. Such accounting and
reporting procedures also conform to the requirements of Louwisiana Revised Statutes 24:513 and to guides set torth in
the Louisiana Governmental Audit Guide, and to the industry audit guide, Audits of Siate and }.ocal Governmental Uniis,

A. Financial Reporting Entity

As the governing authority of the parish, for reporting purposes, the Sabine Parish Police Jury is the financial reporting,
entity for Sabine Parish. ‘The financial reporting entity consists of a) the primary government (police jury), b)
organizations for which the primary government is financially accountable, and c) other organizations for which nature
and significance of their relationship with the primary government are such that exclusion would cause the reporting
entity's financial stalements to be misleading or incomplete.

Governmental Accounting Standards Board Statement No. 14 established criteria for determining which component units
should be considered part of the Sabine Parish Police Jury for financial reporting purposcs. ‘The basic criterion for
including a potential component unit within the reporting entity is financial accountability. The GASRB has set forth
criteria to be considered in determining financial accountability. This criteria includes:

I, Appointing a voting matority of an organization's governing body, and

a) The ability of the police jury 1o impose its will on that organization and/or

b) The potential for the organization to provide spectfic financial benefits or burdens on the police jury.
2. Organizations for which the police jury does net appoint a voting majority but ave fiscally dependent an the

police jury.

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.

Because the police jury appoints the board of commissioners, the Waterworks District, was determined 10 be a
component unit of the Sabine Parish Police Jury, the financial reporting entity. The accompanying financial statements
present information only on the funds maintained by the Waterworks District and do not present inforimation on the
police jury, the gencral government service provided by that governmental unit, or the other governmental units that
comprise the financial reporting entity.
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ERBARB WATERWORKS DISTRICT NO. |
ZWOLLE. LOUISIANA
NOTES 1O THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 1999

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
I3. Fund Accounting

The accounts of the Ebarb Waterworks District No. ] are organized on the basis of funds and account groups, cach of
which 1s considered a separate accounting entity. Fund accounting is designed to demonstrate legal compliance and to
atd financial management by scgregating transactions relating to certain government functions or activities. The
operations of cach fund are accounted for with a separate set of sclf-balancing accounts that comprise its assets,
liabilitics, fund equity, revenues, and expenditures, or expenses, as appropriate. ‘The individual funds account for the
governmental vesources allocated (o them for the purpose of carrying on specific activities in accordance with laws,
rcgulations, or other restrictions. The IDistrict now consist of only one generic fund type and one broad fund category
as follows:

Proprictary Fund Types - Account for activities similar to those found in the private scctor, where the determination
of net income is necessary for sound financial administration, Proprietary funds differ from governmental {funds in that
thetr focus 1s on income measurcment, which, together with the maintenance of equity, is an important financial indicator,
The District applics all GASD pronouncements as well as the Financial Accounting Standards Board pronouncements
jssucd on or before November 30, 1989, unless those pronouncements conflict with or contradict GASDB pronouncemients.

Lnterprise Fund - Account {or operations  a) that are financed and operated i a manner similar o private business
enicrprise - where the intent of the governing body is that the costs (expensces, meluding depreciation) of providing poods
or scrvices 1o the general public on a continuing basis be financed or recovered primarily through uscer charges; or b)
where the governing, body has decided the periodic deterinination of revenucs earned, expenses incurred, and/or net
income is apprapriate for capital maintenance, public policy, managemient control, accountability, or other purposcs.

C. Basis of Accounting

I3asis of accounting, refers to when revenues and expenditures or expenses are recognized in the accounts and reported
in the financial statements. Basis of accounting relates 1o the timing of the measurements made, regardless of the
mceasurcement focus applied.

‘the enterprise tund 1s accounted for using the accrual basis of accounting whereby reventices are recognized when they
arc carncd and expenses are recogmzed when incurred.  The enterprise fund is accounted for on a Now of cconomic
resources measurcment focus and a determination of net income and capital maintenance. With this measurement focus,
all assets and all liabilitics associated with the operation of this fund are included on the balance sheet. The purchase
of various opcrating supplies are regarded as expenditurcs at the time purchased.

D. Cash and Cash Equivalents

Consistent with GASB Statement 9, "Reporting Cash Flows of Proprictary and Noncexpendable Trust Funds and
Giovernmental 1intities that usc Proprietary Fund Accounting”, the District defines cash and cash equivalents as follows:

Cash - mmcludes not only currency on hand but also demand deposits with banks or other {inancial institutions and other
kinds of accounts that have the general characteristics of demand deposits in that the customer may deposit additional
funds at any time and also effectively may withdraw funds at any time without prior notice or penalty.



EBARB WATERWORKS DISTRICT NO. 1
ZWOIL1E, LOUISIANA
NOTLS TO THE FINANCIAL STATEMENTS (CONTINUIIY)
DECEMBLER 31, 1999

NOTIE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Cash and Cash Equivalents (Continued)

Cash equivalents - all short term, highly liquid investments that are readily convertible to known amounts of cash and
are so near their maturity that they present insignificant risk of changes in value becausc of interest rates. Generally,
only investments which, at the day of purchase, have a maturity date no longer than three months qualify under this

defimon.
I.. Accounts Receivable

All receivables are reported at their gross value and, where applicable are reduced by the estimated portion that is
expected to be uncollectible.

F, Bad Debts

Uncollectible amounts due for customers® utility receivables are recognized as bad debts through the establishment of
an allowance account at the time information becomes available which would indicate the uncollectibility of the
particular receivable. At December 31, 1999, $28,765, were considered to be uncollectible.

G. P’repaid Expenses
Paymients to vendors for services that will benefit periods beyond December 31, 1999, arc recorded as prepaid expenses.
H. Fixed Asscts

The proprictary fund is accounted for on a cost of services or "capital maintenance” measurement focus, and all assets
and all habilities (whether current or noncurrent) associated with its activitics are included on its balance sheet. Their
reported fund cquity (net total assets) is segregated into contributed capital and retained carnings components.
Proprictary fund type operating statements present increases (revenues) and decreases (expenses) in net total asscts.
Depreciation of all exhaustible fixed assets used by the District is charged as an expensc against its operations.
Depreciation will be provided over the estimated useful lives using the steaight-line method. the estimated uselul lives
are as follows:

Walcr system

Distribution system 40 ycars
Automobiles 3  years
Machinery and equipment 3-15 years
Buildings 15 wycars

All fixed assels are stated at historical cost.

l. Restrieted Assets

The Enterprise Fund. based upon certain bond covenants, is required to establish and maimain prescribed amounts of
resources {(consisting, of cash and cash cquivalents) that can be used only to scrvice oulstanding debt. These assets
consist of bank savings accounts.

10



EBARB WATERWORKS DISTRICT NO. |
ZWOLLE, LOUISIANA
NOTLS TO THE FINANCIAL STATEMENTS (CONTINUEI)
DLCEMBER 31, 1999

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINULED)
J. Fund Equity

Unreserved retained earnings for the proprictary fund represents the net assets available for future operations or
distribution. Reservedretained carnings for the proprietary fund represents the net asscts that have been legally identified
for specific purposes.  Contributed capital is recorded in the Enterprise Fund for capital grants restricted for the
acquisition or construction of capital assets. Contributed capital is not amortized based on the depreciation recognized
on that portion of the assets acquired or constructed from such resources.

K. Iistimates

The presentation of financial statements in conforimity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of asscts and habilities and disclosure
of contingent assets and liabilitics at the date of the financial statements and the reported amounts of revenues and
expenses durmg the reporting period. Actual results could differ from those estimates.

I.. Ikncumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments {or the expenditure of monics
arc recorded in order to reserve that portion of the applicable appropriation, is not employed by the District.

NOTE 2 CASH AND CASH EQUIVALENTS

At December 31, 1999 the District had cash and cash cquivalents totaling $80,805, as follows:

Demand deposit accounts A\ 61,767
Interest bearing demand deposit accounts 19,033
Total > _80.805

Under statce law, these deposits must be secured by federal deposit insurance or the pledge of sccurities owned by the
fiscal agent bank. ‘The market value of the pledged securities plus the federal deposil insurance must at all times cqual
the amount on deposit with the fiscal agent bank, These securities are held in the name of the pledging fiscal agent bank
in a holding or custodial bank that is mutually acceptable to both parties. As of December 31, 1999 the District had
$83,222 1n bank deposits. These depostts were secured from risk by $83,222 of federal deposit insurance.

NOTLE 3 RESTRICTED ASSETS
At December 31, 1999, the District had the following restricted assets:

Revenue bond sinking fund $ 19,038

1]



EBARB WATERWORKS DISTRICT NO. 1
ZWOLLL, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 1999

NOTL 4 FIXED ASSETS

A summary of fixed assets for the year ended December 31, 1999, follows:

Accumulated
Cost ___Depreciation _Net ___ Depreciation
l.and $ 72,530 § 0 % 72,530 % 0
Disiribution system 4,464,357 {1,108,007) 3,356,350 111,609
Automobiles 12,771 (639) 12,132 G309
Machinery and cquipment 9,201 (1,431) 7,830 1,431
Buildings 7.923 (116) 1807 116
Total $ 4566842 % _ (1,110,193) § 3,450,649 § _ 113,795
Accumulated
Cost Depreciation Net
Changes during, the year
Balance, Beginning of year $ 4,530,887 $ (996,398) $ 3,540,489
Additions
Automobiles 12,771 0 12,771
Machinery and equipment 0,261 0 9,201
Buildings 7,923 0 7,923
Depreciation 0 (113,795) (113,795)
Ralance, Iind of year $ 4,506,842 % (1,110.193) % 3,456,649
NOTE S LONG-TERM DEBT
The following is a summary of the long-term debt for the year ended December 31, 1999:
Interest Matutity Amount Amount
Rate Jate Issued _ Ouistanding
Revenue bonds 1982 5.00% 2022 $ 433,000 $ 359,123
Revenue bonds 1990 5.00% 2030 1,975,000 1,853,278
Revenue bonds 1991 5.00% 2022 137,313 120,587
Revenue bonds 1993 5.25% 2033 675,000 648,135
Total $ 3.220.313 % 2.981.123

The annual requirements to amortize debt outstanding at December 31, 1999, including interest payments are as follows:

Ycar kinded 1982 1960 1991 1993
December 31, Revenue Bonds Revenue Bonds  _Revenue Bonds  Revenue Bonds Total
2000 $ 51,346 § 245,866 § 17,616 3 82,020 § 396,854
2001 25,673 116,071 8,808 41,013 191,565
2002 25,073 116,071 8,808 41,013 191,565
2003 25,673 116,071 8,808 41,013 191,565
2004 25,673 116,071 3,808 41,013 191,565
Thereafter _ 462,114 _3.017.84¢ 158,544 1,189.377 4,827 881
Total $ 616,152 § 3,727.996 % 211,392 3§ 1435455 & ___ 5,990,995

2



EBARB WATERWORKS DISTRICT NO. |
ZWOILE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 1999

NOTE § LONG-TERM DEBT (CONTINUED)

Under the terms of the outstanding revenue bonds, all income and revenue (hereafter referred to as revenue) of every
nature, carncd or derived from operations of the District are pledged and dedicated to the retirement of said bonds, and
arc 10 be set aside into the following special funds:

a) I'rom “Water System Revenue Fund”, there must be paid all reasonable and nccessary expensces of operating
and maintaining the System.
b) l:ach month, there will be set aside into a fund called the “Water System Revenue Bond and Interest Sinking

Fund” an amount constituting 1/12 of the total principal and interest maturing m the ensuing year. Such
amounts shall be fully sufficient to assure the prompt payment of principal and interest installments as they
beconie due, and may be used only for such payments.

¢) Fach month, there shall be set aside into a “Water System Reserve Fund™ a sum at least equal 1o five percent
(5%) of the annual debi payment unti! such time as there has been accumulated in said fund a sum equal to the
highest combined principal and interest amount falling due in any year. Such money is 1o be maintained solcly
for the purpose of paying the principal and interest on bonds payable from the Sinking Fund as to which there
would otherwise be defanli.

d) F'unds will also be sct aside into a “Depreciation and Contingency Fund™ at the rate of $975 per month. Moncy
in this fund shall be used to pay the principal and interest on bonds for which there s not suffictent moncey n
the Sinking or Reserve Fund.

Duc to insufficient revenues, the District was unable to make monthly deposits as specificd above and was therclore in
breach of the requirements to maintain certain amounts In the reserve and depreciation and contingency funds at
December 31, 1999, The United States of America, Farmers Home Administration has the right to call the bonds if the
District is in violation of the bond agreement. The District has, however, obtained a waiver, not to call the bonds, from
the Farmers Home Administration for the year ended December 31, 1999, See management letier for finding of the
District being in violation of bond covenants at December 31, 1999,

NOTE 6 [LEASE OBLIGATIONS

The Iibarb Waterworks District No. 1 is obligated under two lease agreements accountced for as operating leases.
Operating leases do not give rise to property rights or lease obligations, and therefore, the results of the lease agreements
arc not reflected in the District’s fixed assets.

The first lease agreement is with the Louisiana Department of Transportation and Development, Sabine River Authority
for the use of 37.5 acres of land for thirty years expiring on September 18, 2009, with an option for an additional thirty
yvears. The agreement requires no lease payments, but rather the development of community and recreation facilitics.
The lease can be terminated at the option of the Sabine River Authority for failure to comply with lease requirements,

The second lease agreement is with the Louisiana Department of Transportation and Development, Sabine River
Authority for thie usc of a water intake, treatment and distribution facility for 40 years which expires on August 21, 2029,
Although the lease agreement requires no lease payments, the District mustmaintain the intake, treatment and distribution
facilitics and provide portable water to recreational facilities developed by the Sabine River Authority in the area. The
lcase can be terminated at the option of the Sabine River Authority for failure to fulfill any onc or any portion of the lcase
requirements.

The Ebarb Waterworks District No. 1 was not obligated under any capital lcase commitiments at December 31, 1999,

[ 3




EBARB WATERWORKS DISTRICT NO. |
ZWOLLE, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS (CONTINULED)
DECEMBER 31, 1999

NOTE 7 CONCENTRATION OF WATER SUPPLY

Although other sources are available, the District obtained all of 1ts water supply from the Sabine River Authority (60%)
and the Belmont Water System (40%) during 1999,

NOTLE 8 RETIREMENT COMMITMENTS

All employees of Ebarb Waterworks District No. 1 are covered by the Social Security System. Employees contribute
6.2 percent of their total salary to the System, while the District contributes a like amount. For the year ended December
31, 1999, total contributions 10 the system were $3,574, of which the District contributed 51,787 and cmployees
contributed $1,787. Total payroli for the year ended December 31, 1999 was $28,817 and total payroll covered by the
system was $28.817. Any future deficit in this system will be financed by the United States Government. The District
has no Turther liability to the system for the year ended December 31, 1999,

NOTE 9 LITIGATION AND CLAIMS

The Ebarb Waterworks District No. 1 is a defendant in several lawsnits. Management and lcgal counscl for the District
believe that the potential claims against the District not covered by insurance and not included in the financial statements
as estimated claims would not materially affect the District’s financial position. At December 31, 1999, the District has

cstimated claims payable of $65,931.
NOTE 10 RISK MANAGEMENT

The Ebarb Waterworks District No. 1 is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; crrors and omissions; injuries to employees; and patural disasters.  The District maintams
commercial insurance coverage covering each of those risks of loss. Management believes such coverage is sufficient
to preclude significant uninsured losses 1o the District.

NOTE 11 GOING CONCERN

The accompanying {inancial statements have been prepared in conformity with generally accepted accounting principles,
which contemplates continuation of the Disirict as a going concern. "The District has susiained substantial losses in recent
years which has resulted in an accomulated deficit of $1,022,650 m unreserved retained carnings at December 31, 1999,
Combining contributed capital and reserved retained earnings with unreserved retained carnings results in total fund
cquity of $142,388.

Management plans to eliminate the defictt in unreserved retained carnings through a combination of actions:

1) Management has implemented strict cost control procedures to reduce expenses.

2) Management has hired full time empleoyees to reduce cost of outside contractors.

3) Management has decided to purchase treated water rather than use the District’s old plant that is very costly (o
opcratc.

4) Management has negotiated and will continue to negotiate a reduction in the cost of purchasing treated water.

5) Management implemented a rate increase during 1999 and wil) consider further increases as necessary.,

6) Management has begun enforcing their disconnect policy on past due accounts.
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EBARB WATERWORKS DISTRICT NO. 1

ZWOILLE, LOUISIANA

SCHEDULE OF COMPENSATION PAID TO BOARD OF COMMISSIONERS

Mcmbers

FOR THE YEAR ENDED DECEMBER 31, 1999

Charles Jones

[>on Bell

Rudolph Duplisscy

James A. “Buddy” Veuleman
Kathy Davis

Arthur G. Honea

Arry 1., Swindoll

SCHIEEDULL |

Mecetings Compcensation
Atlended B Amount
17 A t,020
17 1,020
12 720
! 6060
3 180
4 240
12 _ 720
$ 4,560

supplemental information schedule. Presented for purposes of additional analysis.




HINES, JACKSON & HINES

CERTIFIED PUBLIC ACCOUNTANTS

FRANK S. HINES, CPA P.O. BOX 2188 « 133 EAST FIFTH STREET A. NEILL ﬂ(ﬁ:ﬁ%}% JR., CPA
L EWIS C. HINES, CPA . . .

E. MERLIN SQUYRES, CPA NATCHITOCHES, LA 71457

JAY H. SHEFFIELD, CPA Telephone (318) 352.6458

FAX (318) 352-0404
hihcpa@woridnetia.net

RIEPORT ON COMPLIANCE AND ON INTERNAL CONTROI. OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERIFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners

Fbarb Waterworks District No. 1
. O. Box 13606

Zwaolle, LA 71486

We have audited the general purpose financial statements of Ebarb Waterworks District No. |, Zwolle, Louisiana, a
component unit of the Sabine Parish Police Jury, as of and for the year ended December 31, 1999, and have issued our
report thercon dated June 20, 2000, We conducted our audit in accordance with generally accepted auditing standards
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the Untted Statces.

Compliance

AS pz;rl of obtaining reasonable assurance about whether the Ebarb Waterworks District No. 17s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracis
and grants, noncompliance with which could have a direct and material effect on the determination of financial statements
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 two instances of noncompliance that
are required to be reported under Government Auditing Standards. A description of the findings can be found 1n
findings 99-1 and 99-2 of the accompanying Corrective Action Plan For Current Ycar Audit Findings, Scheduie /3,

Internal Control Over Financial Reporling

In planning and performing our audit, we considered the Libarb Waterworks District No. 175 inteinal control over
financial reporting, in order to determine our auditing procedures for the purpose of expressing our opmion on the
financial statements and not to provide assurance on the internal contro] over financial reporting. Our consideration of
the internal control over financial reporting would not necessarily disclose all matters in the internal control over
financial reporiing, that might be material weaknesses. A material weakness is a condition in which the design or
operation of onc or more of the internal control components does not reduce to a relatively low level the risk that
misstatements in amounts thal would be material in relation to the financial statements being audited may occut and not
e detected within a timely period by employees in the normal course of performing, their assigned functions. We noted
no matters involving the internal control over financial reporting and its operation that we consider to be matertal
wcaknesses.

This report js intended solely for the information and use of the management of the Ebarb Waterworks District No, |
and the Legislative Auditor of the State of Louisiana and is not intended to be, and should not be, used by anyone other
than the spccificd parties.

Hines, Jackson & Hines
Natchitoches, L.outsiana
June 20, 2000
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SCHEDUILL 2

EBARB WATERWORKS DISTRICT NO. 1
ZWOIL.LL, LOUISIANA
SUMMARY SCHEDULE OI' PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBLER 31, 1999

Fiscal Year Corrective
Finding Action Taken
Initially (Yes, No, Planned Corrective Action/Partial
Ref. No. Occunred Description of Finding, Partially) Correclive Action Taken
97-1 12/31/96  The District is in violation of revenue Partially Funding of rescrve  and
bond covenants requiring funding of depreciatton  and  contingency
rescrve  and depreciation  and accounts will continue until the
contingency accounts. District 1s in compliance with bond
covenants.
07-2 12/31/97  "The District was not recording minutes Yes This finding has been resolved.

of meetings and publishing them in the
local newspaper.
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EBARB WATERWOQORKS DISTRICT NO. 1

ZWOLLE, 1LOUISIANA

CORRECTIVE ACTION PILLAN FOR CURRENT YIEAR AUDIT FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 1999

Nameds) ol

SCHEDUI.) 3

Contact
Ref. No. [Jescription of Finding Correct Action Planned Person(s)
009-1 The District 1s in violation of The District will continue to fund the Charles Jonges,
revenue bond covenants requiring reserve  and  depreciation  and President
funding, of reserve and depreciation contingency accounts until they arc
and contingency accounts., in compliance with bond covenants.
09.2  Onec situation ¢xist where a member The Board will find a trustworthy Charles Jones,

of the immediate family of a member
of the governing board was hired on
an as nceded basis when no one else
was available to work in the office
duc o illness or vacations, Violation
of R.S.42:1119 - Nepotism.

person that 1s not related to any of

the board members to fill in when
office personnel can not be at work
due to illness or vacation.

President

Anticipated
Completion
Datc

6/30/2000

6/30/2000
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FAX (318) 352-0404
hihcpa@worldnetia net

Board of Cominmissiongers

Fbarb Waterworks District No. |
P. ). Box 1366

Zwolle, LA 71486

We arc writing this letier as a follow-up to our recent audit of the gencral purpose financial statements of the Lbarb
Waterworks Instrict No. 1, Zwolle, Louisiana, a component untt of the Sabine Parish Police Jury, as of December 31,
1999, and for the year then ended. We offer the following observations and recommendations, which are intended to
help improve record keeping procedures and general operations of the Waterworks District and are intended to be

constructive 1n nature;

]. Fxisting Condition:
The resolution authorizing the revenue bonds required the District to establish and fund reserve and
depreciation and contingency accounts. As of December 31, 1999, the District has not fully funded the required
accounts and is in violation of the revenuc bond covenants.

Recommended Action:
The District should continue to fund the reserve and depreciation and contingency accounts until they are mn
compliance with bond covenants.

Management's Response:
The District will continue to fund the reserve and depreciation and contingency accounts until they are in
compliance with bond covenants.

2. xistinge Condition:
One situation exist where a member of the immediate family of a member of the governing board was hired
on an as needed basis when no one else was available to work in the office due to illness or vacations. Violation
of R. 5.42:1119 - Nepotism.

Recommended Action:
The Board should try to find a trustworthy person that i1s not related to any of the board members to fill in when
office personnel can not be at work duc to 1llness or vacations,

Management's Response:
‘T'he Board will find a trustworthy person that is not related to any of the board members to fitl in when office
persormel can not be at work due to 1llness or vacation.

These comments and recommendations are not all inclusive and are not intended to be critical of anyone., We would like
to thank the Waterworks District's management and staff for their courtesy and cooperation during our ecngagement, If
vou have any guestions or concerns, please let us know.

Hines, Jackson & Hines

Natchitoches, [.ouisiana
Junc 20, 2000
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