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ELLIOTT & ASSOCIATES, INC.

A Professional Accounting Corporation

P. O. Box 1287
[ecesville, Louisiana 71496-1287

(318) 239-2535 W. Mickeal Eliott, CPA
(318) 238-5135

Fax 239-2295

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

Roard of Commissioners
South Vernon Waterworks District No. 1
Leesville, Louisiana:

I have audited the acconpanying component unit financial statements of
South Vernon Waterworks District No. 1 as of December 31, 1995, and for
the year then ended. These component unit financial statements are the
responsibility of South Vernon Waterworks District No. 1’s management.

My responsibility is to express an opinion on these financial statements
based on my audit.

I conducted my audit in accordance with generally accepted auditing
standards. Those standards require that I 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. T believe that my audit
provides a reasonable basis for my opinion.

In my opinion, the component unit financial statements referred to above
present fairly, in all material respects, the financial position of
South Vernon Waterworks District No. 1 as of December 31, 1995, and the
results of its operations and changes 1n cash flow for the year then
ended in conformity with generally accepted accounting principles.

My audit was made for the purpose of forming an opinion on the component
unit financial statements taken as a whole. The accompanying financial
information listed as schedules in the table of contents are presented
for purposes of additional analysis and are not a required part of the
component unit financial statements of South Vernon Waterworks District
No. 1. The information in these schedules has been subjected to the
auditing procedures applied in the audit of the component unit financilal
statements and, in my opinion, is fairly stated in all material respoccts
in relation to the component unit financial statements taken as a whole.

i | ' rgq W
C{%&(‘)I[" § FlesC. *?AC
lL.ecsville, Ioulsliana
May 23, 1996
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ELLIOTT & ASSOCIATES, INC.
A Professional Accounting Corporation
P. O. Box 1287
Leesville, Louisiana 71496-1287

(318} 2392535 |
(318) 238-3135 WW. Micheal Ellion, CPA
Fax 2392293

Board of Commissioners
South Vernon wWaterworks District No. 1
ILLeesville, Louisiana

1 have audited the component unit financial statements of South Vernon
Waterworks District No. 1, as of and for the vyvear ended December 31,
1995, and have 1ssued my report thereon dated May 23, 1996.

1 conducted my audit 1n accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller

General of the United States. Those standards reguire that I plan and

performn the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

In planning and performing my audit of the component unit financial
statements of South Vernon Waterworks District No. 1, for the year ended
December 31, 1995, 1 considered its internal control structure in order
to determine my auditing procedures for the purpose of expressing my

oplnion on the general purpose financial statements and not to provide
assurance on the internal control structure.

The management of South Vernon Waterworks District No. 1 i1s responsible
for establishing and maintalning an internal control structure. In
fuliilling this responsibility, estimates and judgments by management
are regquired to assess the expected benefits and related costs of
internal control structure policiles and procedures. The objectives of
an internal control structure are to provide management with reasonable,
but not absolute, assurance that assets are safeguarded agalinst loss
Irom unauthorized use or disposition, and that transactions are executed
1n accordance with management’s authorization and recorded properly to
permit the preparation of financial statements 1in accordance with

generally accepted accounting principles. Because of inherent
limitations 1n any internal control structure, errors or irregularities
may nevertheless occur and not be detected. Also, projection of any

evaluation of the structure to future periods is subject to the risk
that the procedures may become inadequate because of changes in
conditions or that the effectiveness of the design and operation of
policies and procedures may deteriorate.




For the purpose of this report, I have classified the significant

internal control structure policles and procedures 1in the following
categories:

Cash receipts Payroll
Purchasing/receiving Property and equipment
Accounts payable General ledger

Cash disbhbursements

For all of the internal control structure categories listed above, 1
obtained an understanding of the design of relevant policies and

procedures and whether they have been placed 1n operation, and 1
assessed control risk.

My consideration of the internal control structure would not necessarily
disclose all matters in the internal control structure that might be
material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness 1s a
reportable condition in which the design or operation of one or more of
the specific internal control structure elements does not reduce to a
relatively low level the risk that errors or irregularities 1in amounts
that would be material 1in 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 thelr assigned functions.
I noted no matters involving the internal control structure and 1ts
opeération that 1 consider to be material weaknesses as defined above.

This report is intended for the information of the South Vernon
Waterworks District No. 1’s management and the Legislative Auditor of
the State of Louisiana. This restriction is not intended to limit the
distribution of this report, which is a matter of public record.

LTl 4 Aesc. "AeaC”

I.cesville, Loulslana
May 23, 1996
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ELLIOTT & ASSOCIATES, INC.
A Professional Accounting Corporation

P. O. Box 1287
[ eesville, Loulsiana 71496-1287

(318} 239-2535 W. Micheal Elliott, CPA,
(318) 238-5135
Fax 239-2295

Board of Commlissioners
South Vernon Waterworks District No. 1
leesville, Loulslana:

I have audited the component unit financial statements of South Vernon
Waterworks District No. 1, as of and for the year ended December 31,
1995, and have 1ssued my report thereon dated May 23, 1996.

1 conducted my audit 1in accordance with generally accepted auditing
standards and Government Auditing Standards, 1ssued by the Comptroller
General of the United States. Those standards require that I plan and

perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

Compliance with laws, regulations, contracts, and grants applicable to
South Vernon Waterworks District No. 1 management. As part of obtaining
reasonable assurance about whether the financial statements are free of
material misstatement, 1 performed tests of South Vernon Waterworks
District No. 1’s compliance with certain provisions of laws,
requlations, contracts, and grants. However, my objectlive was not to
provide an opinion on overall compliance with such provisions.

The results of my tests indicate that, with respect to the items tested,
South Vernon Waterworks District No. 1 complied, in all material
respects, with the provisions referred to in the preceding paragraph.
With respect to items not tested, nothing came to my attention that
caused me to believe that South Vernon Waterworks District No. 1 had not
complied, 1in material respects, with those provisions. However, the
results of my procedures disclosed one material issue of noncompliance
which 1s described below:

Finding: This audit report was not sent to the lLegislative Auditor’s
office by June 30, 1996. This is a violation of LA R.S.
#24:513(A)(5)(a).

Cause: Due to clerical employee error by staff personnel at Elliott
& Assc., Inc. this report inadvertently was not sent within
the statutory period. The actual completion date was in late
May 1996 and approved by the board in early June 1996.

Mgmt .

Response: Future reports will be filed 1n accordance with state
regulations.




This report is intended for the information of the
waterworks District No. 1’s management and the Leglslative Auditor of
the State of Loulsiana. This restriction is not intended to limit the
distribution of this report, which is a matter of public record.

LT o dssc. “AlAC

Leesville, Louisiana
May 23, 1996

South Vernon
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LIABILITIES AND EQUITY

Current liabilities:
Accounts payable
Penslion deduction payable

Total current liabilities

Current liabilities payable from
restricted assets:
Current maturities — general
obligation bonds (Note 6)
Accrued 1nterest payable (Note 6)
Customer deposits

Total current liabilities payable
from restricted assets

Long—term liabllities payable from
restricted assets:
Interim financing agreement -
Premier Bank (Note 6)
General obligation bonds (Note 6)

Total long—term llabilities payable
from restricted assets

Total liabilities
Equity:
Retalned earnings:
Reserved
Unrescerved
Total retained earnings

Total equity

Total liabilities and eqguity

Exhibit A

————

S 8OO

... 1,667

__ 2,467

9,000
6,806
45,150

60,956

805,551
309,000

~ 1,114,551

JR— - —_ —_ —_

1,177,974

27,166
124,238

e — . —




Exhibit B

South Vernon Waterworks District No. 1
Statement of Revenues, Expenses, and Changes in Retalined Earnings

For the year ended December 31, 1995

Operatling revenues:
Charges for sales and services:
Water sales S ==

Total operating revenues ———

——————— . ——_—_—_——_——_——

Operating expenses:

Insurance expense 2,076
Accounting and legal 5,115
Board per diem 1,620
lL.egal advertising 1,480
Transier agent fees 523
Office expense _ 289
Total operating expenses 11,403
Operating income (loss) . (11,403)
Nonoperating revenues (expenses):
Mlscellaneous income {(expense) (1,141)
Interest 1ncome 10,998
Interest expense (Note 6) (30,391)
Commitment fees (Note 6) (16, 950)
State revenue sharing 10,884
Ad valorem taxes-restricted (Note 3) 33,209
Ad valorem taxes-unrestricted (Note 3) 17,666
Total nonoperating revenues (expenses) 24,2775
Net yncome 12,872
Retained earnings, beginning balance 138,532
Retained earnings, ending $.151,404

The accompanying notes are an integral part of this statement.




South Vernon Waterworks District No.

Statement of Cash Flows

For the year ended December 31,

Operating activities
Net 1ncome
Adjustments to reconcile net income
to net cash provided by operating
activities:
Depreciation and amortization
Changes 1n operating assets and
liabilities:
(Increase) decrease 1n
taxes receivable
(Increase) decrease in
sharing receivable
(Increase) decrease 1n
costs
Increase (decrease) in
payvable
Increase (decrease) 1n
deductions payable
Increase {(decrease) 1n
interest pavyable
Increase (decrease) 1n
meter deposits

ad valorem
state revenue
organlzation
accounts

aad valorem

accrued

water and

Net cash used by operating activities

Investing activities

—_——r ——— e L a——

Purchase of equipment

Net cash used by investing activities

Financing activities

AE— R ey — -

Proceeds from i1ssuance of debt

Net cash provided by financing activitiles
Increase i1n cash

Cash, beginning of fiscal year

Cash, end of fiscal year

1995

1

Exhibit C

S 12,872

805,551

[— "y 1

805,551

32,778

_ 435,341

S5468,119

— e — -  — T — -

The accompanyling notes are an i1ntegral part of this statement.
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South Vernon Waterworks District No. 1
Notes to the Financial Statements

December 31, 1995

NOTE 1--~SUMMARY OF SIGNIFICANT ACCOUNTING PO

== A m am- m—ra—u. —w. —amm

ICIES

The Vernon Parish Police Jury is a political subdivision of
the State of Loulsiana. The Vernon Parish Police Jury jis the
reporting entity for Vernon Parish as defined by NCGA
statement 3, "Defining the Governmental Reporting Entity."

In April of 1984, the Financial Accounting Foundation
established the Governmental Accounting Standards Board (GASB)

Lo promulgate generally accepted accounting principles and
reporting standards with respect to activities and

transactions of state and local governments. In November of
1984, the GASB 1ssued a codification of governmental
accounting and financial reporting  standards. This

codification is recognized as generally accepted accounting
principles for state and local governments.

South Vernon Waterworks District No. 1, "District, 18 a
component unit of the Vernon Parish Police Jury as deflned by
GASB codification Section 2100. The District was created by
the Vernon Parish Police Jury as authorized by Louisiana
Revised Statutes 33:3811-21. The District is governed by a
board of five commissioners appointed by the Vernon Parish
Police Jury, who are responsible for providing water service
within the boundaries of the district.

A. FUND ACCOUNTING

south Vernon Waterworks istrict No. 1 1is organized and
operated on a fund basilis as aiPropr19tary'Fund'Type Enterprais
Fund. 1In an enterprise fund the accrual basis of accountJng
1s utilized and revenues are recognized when earned and
expenses are recognized when incurred. Enterprise Funds are
used to account for operations that are financed and operated
in a manner similar to private business enterprises where the
intent of the governing body is that the costs (expenses,
including depreciation) of providing goods or services to the
general public on a continuing basis be financed or recovered
primarily through user charges.
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South Vernon Waterworks District No. 1

Notes to the Financial Statements (Continued)

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

EEeAAIT=F . W AR - RA R -l = =

(CONTINUED)

B. BASIS OF ACCOUNTING

Baslis of accounting refers to when revenues and expenditures
or expenses are reported in the financial statements. Basis

of accounting relates to the timing of the measurements made,
regardless of the measurement focus applied.

C. BAD DEBTS

Uncollectible amounts due for ad valorem taxes are recognized
as bad debts through the establishment of an allowance account
at the time 1nformation becomes available which would indicate

the uncollectibility of the particular receivable.

NOTE 2--CASH AND I1NVESTMENT COLLATERAL

At December 31, 1995, the carrying amount of the District’s
cash and 1nvestments was $468,119 and the bank balance was
5581,216. O0f the Dbank balance, $100,000 was covered by
fedcral depository insurance and $481,216 was covered by
securities held 1n saiekeeping.

NOTE 3--AD VALOREM TAXES RECEIVABLE

ra_mma. w1 T T—m ="

The District utilized the Vernon Parish Sheriff’s Office to

collect 1ts property taxes using the assessed values
determined by the tax assessor of Vernon Parish.

For the year ended December 31, 1995, taxes of 10 mils and 18
mils were levied on property with assessed valuation
totaling $1,846,480 and was dedicated toward operations and
malntenance and the sinking fund, respectively.

10




NOTE

South Vernon wWaterworks District No. 1

Notes to the Financial Statements (Continued)

3—-AD VALOREM TAXES RECEIVABLE

(CONTINUED)

For the year ended December 31, 1995 total taxes levied were
S51,701. The receivable at December 31, 1995 c¢onsisted
entirely of the current year assessment.

NOTE 4--ORGANIZATION COSTS

———  ———

- — o —————

Amortization of organization costs will be computed on the
straight-line method over {ive years when the water system
becomes functional and begins earning revenue. These
organization costs consist of the following:

Balance, December 31, 1994 $17,742

Additions:

Legal fees 30,000
Railroad crossing permit fee ....1.350
Total additions 231,350
Balance, December 31, 1995 $49,092

5-—FIXED ASSETS & CONSTRUCTION--IN-PROGRESS

The following represents changes in fixed asscets other than
construction—-in-progress, for the vyear ended December 31,
1995

Office
_Land Egquipment  _Total
Balance,

12/31/94 S e S 3,943 S 3,943
Additions 7,500 74 7,574
Deletions - - B ——

Balance,
12/731/95 27,500 5. 4,017 511,517

No depreclation has been provided on any fixed assets since

the District has not begun water operations as of December 31,
1995.

11




South Vernon Waterworks District No. 1

Notes to the Financial Statements (Continued)

NOTE 5-—-FIXED ASSETS & CONSTRUCTION-IN-PROGRESS

—— . TE W _ FERErLEm . W - A v .A- EanaTTE

(CONTINUED)

[T QU TR R —— —ama & —r Em- -

[RSp—

Construction—-in-progress activity for the year ended December
31, 1995 was as follows:

Balance, January 1, 1995 S —— -
Additions 742,974
Deletions ~

Balance, December 31, 1995 $742,974

The construction—-in-progress will be capitalized and not

depreciated until the water system becomes functional in late
1996 or early 1997.

NOTE 6--GENERAL LONG-TERM DERT

- ——— —_—-_ ———— —_— - — = T rE T T R RS PR E TR WA SR T B e el

Bonds payable at December 31, 1995 1g comprised of the
following 1issue:

Bonds payable, Decemnber 31, 1994 $318,000

Bonds i1ssuecd ———

Ronds retired ——

Bonds payable, December 31, 1995 $318,000

R N TR . RS e b —

$318,000 of general obligation bonds dated May 1, 1994; due in
annual i1nstallments of $1,000-526,000 through 2024; interest

at 5.40%-9.00%. The first principal installment is due on
March 1, 1996.

12




South Vernon wWaterworks District No. 1

Notes to the Financilal Statements (Continued)

NOTE 6--GENERAL LONG-TERM DEBT
(CONTINUED )

The annual reqgquirements to amortize all revenue bonds
outstanding as of December 31, 11995, 1ncluding interest
payments of $224,663, are as follows:

1996 $ 29,015

1997 29,160

1998 28,259

1999 28,315

2000 28,279
2001-2005 138,602
2006-2010 138,507
2011-2015 111,058
2016-2020 7,031
2021~-2025 4,437
Total $542,663

The District also entered into an interim financing agrecment
in 1995 with Premier Bank of Baton Rouge to provide interim
financing in the amount of up to $2,712,000 for 12 months
beginning on June 30, 1995. The interest rate charged was
5.20% with a commitment fee of 5/8% or $16,950.

At December 31, 1995, the District owed $805,551 to Premier
Bank which included $779,250 in construction advances, $16,950
in commitment fees, and §$9,351 1in two guarterly interest
accruals. |

NOTE 7--LI1TI1GATION

—_—— -

The District was not involved in any litigation nor did it
have asserted claims lodged against it.

NOTE 8-—RELATED PARTY TRANSACTIONS

—_—— e o —_—— — - I e T e —

During the vyear ended December 31, 1995, the District
purchased land from Margaret Golns, the District’s Board
Chairman, and her husband for $3,500 to dig a test well. The
transaction was on substantially the same terms as those for
a comparable transaction for another land purchase.

13



SUPPILEMENTARY INFORMATION
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South Vernon Waterworks District No. 1
Supplcecmentary Information

For the year ended December 31, 1995

Schedule 1

COMPENSATION OF BOARD MEMBERS

The schedule of per diem paid to board members was prepared in

compliance with House Concurrent Resolution No. b4 of the 1979
session of the Legislature.

As provided by Louisiana Revised Statute 33:4564, District board
members received $60 per diem for attendance at meetings of the
board in 1995 beginning in mid 1995.

Number
Attended _Amount
Robert Bates 6 S 360
Bill Churchman 5 300
Deborah Dixon 4 240
Margaret Goins 6 360
E. Grady Stephens 6 .. .360
Total S 1,620

-—-

Schedule 2

QUESTIONED COSTS

During the year ended December 31, 1995, 1 noted no questioned
costs arlsing from my examination.

Schedule 3

EXIT CON¥V¥ERENCE

An exit confercence was held with Mr. Grady Stephens on May 24, 1996
to discuss the proposed audit report.




