
 

WATERWORKS DISTRIC'I" NO. 1 A COMPONENT UNIT OF UNION PARISH POLICE JURY PROPRIETARY FUND TYPE - ENTERPRISE FUND NOTES TO TIIE FINANCIAL STATEMENTS FOR TIE[~ YEARS ENDED DECEMBER 31, 1996 AND 1995 
4. A depreciation and contingency fund account to cover depreciation, extensions, additions, improvements and replacements necessary to properly operate the system. On or befm'e the 20th of each month, the District is required to deposit $86 per month. The account balances as of December 31, 1996 and 1995, are listed below:. 
Customers' Meter Deposit Account Waterworks Reserve Bond and Interest Sinking Fund Account Waterworks Reserve Fund Account Waterworks Depreciation and Contingency Fund Account Accrued Interest Receivable - Waterworks Depreciation and Contingency Fund Account 

Note 4 - Leases 

1996 1995 $ 3,054 $ 3,177 
4,716 3,877 752 4,134 20,186 33,581 
142 237 

The District has a month-to-month operating lease for computer equipment for $158 per month. For the years ended December 31, 1996, and 1995, the District paid $1,890 and $2,005, respectively, in connection with the computer equipment. Note 5 - I~ng Term Liabilities 
Notes Payable: 
T. L. James and Co.; due in annual installments of $750 through 1999, noninterest bearing Less: Current Portion TOTAl. LONG TERM NOTES PAYABLE 

1996 1995 $ 1,840 (750~ $ 2,590 _ (750) 



 

1997 1998 1999 2000 2001 2002-2006 2007-2011 2012-2016, 2017-2020 

1965 1980 Notes Issue Issue _ Payable Total $ 6,250 6,250 6,250 6,250 6,250 25,000 0 0 0 

$ 13,850 14,650 14,400 14,150 13,900 72,200 71,450 71,400 _ 45.~679 

750 750 340 0 0 0 0 0 0 

$ 20,850 21,650 20,990 20,400 20,150 97,200 71,450 71,400 45,679 



 

WATERWORKS 1HSTRICT NO. 1 A COMPONENT UNIT OF UNION PARISH POLICE JURY PROPRIETARY FUND TYPE - ENTERPRISE FUND NOTES TO THE FINANCIAL STATEIVIENTS FOR THE YEARS ENDED DECEMBER 31, 1996 AND 1995 
During 1996 and 1995, the District made cash interest payments of $11,042 and $11,434, respectively. 

Note 6 - Board of' Commissioners - Per Diem ._Payments In compliance with Louisiana Revised Statute 33:3819, the commissioners, with the exception of the president, receive a per diem of $20 for each meeting they attend to a maximum of 12 meetings per year. The president's per diem is $50 per meeling up to a maximum of 12 meetings per year. Board of Commissioners fees for 1996 were as follows: 
__ Name Charles A. Calcote Steve Brantley Sam Mashaw Ernest Noiml 

Number of Meetings 
Carolyn Thrailkill Technical Consultants: Kathy Doolittle Jack Dumas 

Note 7 - Risk Financin~ Activities 

6 6 

Amount $ 300 100 120 120 80 120 120 

The District manages its exposure under general liability and property through the purchase of commercial insurance. 



 

LUFFEY, HUFFMAN & MONROE Certified Public Accountants P.O. BOX 4745 1100 NORTll 18TH STREET MONROE, LOUISIANA 71211-4745 ~IONE (318) 3ff/-2672 FAX Ois) ~zz~ss~ 
INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL S'TRUC'rURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE VtrlTll GOVERNMENT AUDITING STANDARDS 

Bomxl of Cmnmi~ioners Waterworks DistJtct No. 1 Fmanerville, Louisiana 
We have audited the financial statements of Waterworks District No. 1, (the District) - a component unit of Union Parish Police Jury, as of and for the year ended December 31, 1996, and have issued our report thereon da|ed April 22, 1997. We conducted our audit in accordance with generally accepted auditing standards; the standards for financial and compliance audits contained in Government Auditing Standards, issued by the Comptreller General of the United States; and the Louisiana Governmental A~it Guide, issued by the Society of Louisiana Certified Public Accountants and the Louisiana Legislative Auditor. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Board of Commissioners of the District: (the Board) is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by the Board are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition and that transactions are executed in accordance with the Board's authorization and recorded properly to permit the preparation of the financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in 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 prucedures may become inadequate becanse of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 
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Board of Commissionef~ Wa|~rworks District No. 1 
In planning and performing our audit of the financial statements of the District for the year ended December 31, 1996, we obtained an understanding of the internal control struLcture. With respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statemeuts and not to provide an opinion on the internal control structure, Accordingly, we do not express such an opinion. 
We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions nnder standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in our judgment, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. 
1. Need to I Finding: The following are instances that required the District to furnish and file either a W-2 or a Form 1099 for payment of services provided by individuals to the District: 11. On October 14, 1996, the bookkeeper received $100 for a "yearly" cleaning of the offices. The amount of the check was not included on her W-2. No Form 1099 was prepared and issued for the mowing services, totaling $2,600, that the District paid for during 1996. During 1996, the District paid a certified public accounting firm a total of $3,314 for auditing services, but no Form 1099 was prepared and issued by the District. 4. An engineering firm received $2,558 fiw services performed for the District, but no Form 1099 was prepared and issued by the District. 
The District should include all compensation that an employee earns on their W-2. Additionally, a Form 1099 should be issued to any nonemployee (individual or non- incorporated business) that performs services for the District totaling at least $600 in a year. Also, in order to avoid possible monetary penalties for nonfiling, Forms 1099 should be prepared, issued, and filed for the mowing services, auditing services, and engineering services. 



Board of Commis.~ioners Walerworks District No. 1 
R~n~ The Board will assure that all compensation received by an employee will be included on their W-2 and that, to each nonemployee (individual or non-incorporated business) that performs services totaling at least $600 in a year, a Form 1099 will be fiwnished to the nonemployee and filed with the Internal Revenue Service. Additionally, the District will furnish Forms 1099 to the nonemployees for the mowing services, auditing services, and engineering services and file the Forms 1099 and the Form 1096 to the Internal Revenue Service. 
Finding: During 1996, the board commissioners and teelmieal consultants received per diem in the form of cash for meetings they attended. This was accomplished by the bookkeeper writing, on the day of the meeting, a check to herself for the total of anticipated per diem to be paid at the board meeting. Prior to the meeting, the check was cashed by the bookkeeper and the per diem payments were made to those board commissioners and technical consultants attending the meeting. This procedure was followed for the meetings of February 27, April 23, May 21, and July 16, 1996. The exception to this procedure occurred on August 3, 1996, when a check for $200 was written by the bookkeeper to herself; however, there was no indication of a board meeting and the check, instead of being cashed, appeared to be negotiated by the bookkeeper. The next meeting occurred on October 4, 1996, and a check was cashed for this meeting. On December 12, 1996, a board meeling was held, but no check was written. Instead, the proceeds from the $200 check was used with $50 left over. The $50 was refunded on December 31, 1996. The results of the above actions are the following: A.) Cash, not a check, was used as the form of payment. B.) Cheeks were written in advance of selxices performed. C.) An employee of the District had access to District funds for a period of time, namely $180 for 63 days and $200 for 70 days. 
All payments should be made ouly by check and only after the services have been performed. 



Bom-d of Commissioners WatJerworks District No,, 1 
The Board will assure that all payments are made by check and only after the services have been performed. 
Finding: During 1996, several cheeks were improperly prepared. Two checks, each for $30, were written with the payee left blank. One check for $30 was written to "Cash". Seven checks for various amounts were written with the payee's name in the same handwriting as the endorsement. One check was written with the amount in words left blank. 
Checks should be properly and completely prepared prior to being presented for payment. 
Respons~ The Board will assure that all checks are filled out completely and will have proper documentation attached when presented for signing. 
4. [;eereeation of 
Finding: Although the small size of the office staff limits the extent of segregation of duties, we believe certain steps could be taken to separate incompatible duties. The basic premise is tha~ no one employee should have access to both physical assets and lhe related records or to all phases of a transaction. One of the most critical areas is the lack of separation of cash, where we noted that the bookkeeper prepares dishursement checks, has access to blank check stock, mails the checks after they are signed, posts the checks to the computerized general ledger system, and receives the unopened bank statement and reconciles it to the general ledger. Some of the problems described in this report could have been detected with the proper segregation of duties. 



Bmwd of Commissioners Waterworks District No. 1 
We recommend that someone independent of the cash receipts and cash disbursements functions receives the bank statements unopened and reviews all canceled items on a monthly basis. This step would not require the addition of any new employees and could be !performed by a member of the board. 
The Board will assign someone independent of the cash receipts and disbursements functions to receive the bank statements unopened and review all canceled checks. 
5. Need to Finding. The District is not depositing water sales revenues and interfund transfers on a timely basis. For transiers of funds between the District's bank accounts, a range was observed from 28 to 41 days between the date of the check and the date that the check cleared the bank. For water sales revenues, a range was observed from 17 to 48 days between the dale of the deposit slip and the date that the deposit cleared the bank. The excessive length of time between receipt and deposit for revenues and interfund transfers results in increasing the: likelihood that errors or irregularities may occur and not be detected, and decreases the amount of interest that the District earns on the interest-bearing checking accounts. 
We recommend that the District make every effort to deposit funds received, either in the form of interfund transfers or water sales, on a timely basis. 
The Board ~ill make every effort to deposit all funds received on a timely basis 
6. Si~in~ Ch Fiuding: During the analysis of disbursements and lransfers of the District for the period from January 1, 1997, through March 31, 1997, we observed that a total of 10 checks were signed in blank by both of the authorized check signers. Signing checks in blank increases the likelihood that errors or irregularities may occur and not be detected. 



Bomrd of Commissioners Waterworks District No. 1 
We recommend that the approved check signers sign only those checks that have, in ever), other respect, been completely prepared and have adequate documentation to support the check. 
The Board stated that, in the future, no cheek will be signed until all other parts of the check have been prepared and adequate documentation accompanies the check. 
Findin~ 
The District is not preparing accurate and timely bank reconciliations. Of the five bank accounts that the District maintains, no evidence of a bank reconciliation could be found on two of them and one bank reconciliation arrived at a reconciled cash balance that did not agree with the general ledger cash account. The absence of and/or inaccurate bank reconciliations increase the likelihood that ereors or irregularities may occur and not be detected. 
We recommend that the District prepare bank reconciliations that are timely and that agree with the applicable general ledger cash account:. 
The Board stated that, in the future, bank reconciliations will be prepared as soon as possible after receipt and review of the bank statements. Also, the person assigned to review the unopened bank statements will review the bank reconciliations after they have been prepared. 
A material weakness is a reportable condition in which the design or operation of one or more of the specific internal control strueture elements does not reduce to a relatively low level the risk that errors or irregularities 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. 



Bommi of Commissioners Waterworks District No. 1 
Our consideration of the internal control matters in the internal control structure structure would not necessarily disclose all that might be reportable conditions and, accordingly, would not disclose all reportable conditions that are also considered to be malLerial wealmesses as defined above. However, we believe all of the reportable conditions described above to be material weaknesses. This report is intended for the information of the Board of Commissioners, its cognizant audit agency, and the l~gislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 

April 22, 1997 
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LUFFEY, HUFFMAN & MONROE Certified Public Accauntants P.O. BOX 4745 1100 NORTH 18TH STREET MONROE, LOUISIANA 71211-4745 TEIJOPilONE (318) 38'7-2~72 FAX (.318) 372-S~ 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WlTtl GOVERNMENT AUDITING STANDARDS 

Board of Commi~sionel~ Waterworks District No. 1 Farmerville, Louisiana We have audited the financial statements of Waterworks District No. I, (the District) - a component unit of Union Parish Police Jury, as of and for the year ended December 31, 1996, and have issued our report thereon dated April 22, 1997. We conducted our audit in accordance with generally accepted auditing standards; the standards for financial and compliance audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; and the Lou/s/ana Governmental Audit Guide, issued by the Society of Louisiana Certified Public Accountants and the Louisiana Legislative Auditor. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. 
Complianc.e with laws, regulations, contracts, and grants applicable to the District is the responsibility of the District's Board of Commissioners. As part of obtahfing reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the District's compliance with certain provisions of laws, regulations, contracts, and grants. However, the objective of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. 
The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. 
We noted certain immaterial instances of noncompliance that we reported to the board of commissioners for the District in a separate letter dated April 22, 1997. 



 

WATERWORKS DISTRICT NO. 1 A COMPONENT UNIT OF UNION PARISH POLICE JURY PROPRIETARY FUND TYPE - ENTERPRISE FUND 
Financial Statements As of and for the Years Ended December 31, 1996 and 1995 
,Jt~,~tt,~,t" Pt'C~VJt;iOi3~, Of S[,-:~i'e /SW [f~llS C!~I[)~/,',f rJ~;' ~ qOCJ!Y}~.?rlt. ,A 



Retained Earnings - Budget (GAAP Basis) and Actual --- Statements of Cash Flows 
Notes to the Financial Statements Independent Auditors' Report on Internal Control Structure Based on an Audit of Financial Statements Performed in Accordance With Government Auditing Standards 
Independent Auditors' Report on Compliance Based on an Audit of Financial Statements Perfmlned in Accordance With Government Auditing Standards 
StalLus of Prior Yc~r Findings 

4 5 
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LUFFEY, HUFFMAN & MONROE Certified Public Accountants P.O. BOX 4745 II00 NORTII 18TH STREET MONROE, LOUISIANA 71211-.4745 

Board of Commissioners Waterworks District No. 1 Fatmerville, Louisiana 

'r][~t~EJ~lONl~ (318) 38"/-2672 FAX (3IS) 37.Z-S866 

We have audited the accompanying balance sheets of Waterworks District No. 1 (a component unit of Union Parish Police Jury) as of December 31, 1996 and 1995, and the related statements of revenues, expenses, and changes in retained earnings and cash flows for the years then ended. These financial statements are the responsibility of Waterworks Disirict No. l's management. Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with generally accepted auditing standards; the standards for financial and compliance audits contained in Government Auditing Standards, issued by the Comptroller General of tile United States; and the Louisiana Governmental Audit Guide, issued by the Society of Louisiana Certified Public Accountants and the Louisiana Legislative Auditor. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material mi,,;statcment. Aal 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 ow~rall financial statement presentation. We believe tha! our audits provide a reasonable basis for our opinion. 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Waterworks District No. 1 as of December 31, 1996 and 1995, and the results of its operations and its cash flows for the years then ended in conformity with generally accepted accounling principles. Our audit was made for the purpose of fmaning an opinion on the financial statements referred to in the first paragraph taken as a whole. The budgetary information included on page 3 is presented for purposes of additional analysis and is not a required part of the financial statements of Waterworks District No. 1. Such information has been subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly stated in all material respecls in relation to the financial statements taken as a whole. 
In accordance with Government Auditing Standards, we have also issued a report dated April 22, 1997 on our consideration of the District's internal control structure and a report dated April 22, 1997 on its compliance with laws and regulations. 
April 22, 1997 



 
WATERWORKS DISTRICT NO. 1 A COMPONENT UNIT OF UNION PARISH POLICE JURY PROPRIETARY FUND TYPE - ENTERPRISE FUND BALANCE SHEETS 

Current Assets Cash Accounts Receivable .. Customers Prepaid E:cpenses Tot.al Current Assets 
Restricted Assets Cash Investments Accrued Interest Receivable To!tal Restricted Assets 

ASSETS 

Property, Plant and Equipment Water Plant and Water Lines Furniture and Equipment Total I.ess: Accumulated Depreciation Net Depreciable Assets I.and Total Property, Plant and Equipment 
Other Assets 
TOTAL ASSETS 

"llle accompanying notes are an integral part of these statements 

December 31 1996 1995 
12,417 10,961 641 24,019 
8,522 20,186 142 

18,772 11,618 1,357 31,747 
11,188 33,581 237 28,850 45,006 

555,270 2,024 557,294 (208,558_~_ 348,736 1,825 350,561 
$ 404,476 

532,426 2,024 534,450 (197,452) 336,998 1,825 338,823 1,046 
$ 416,622 



LIABILITIES AND RETAINED EARNINGS 
Current Liabilities (Payable From Current Assets) Accounts Payable Notes Payable Total 
Current Liabi:lities (Payable From Restricted Assets) Accrued Interest Payable Bonds Payable Customers' Meter Deposits Total Total Current Liabilities 
Long-Term Liiabilities Bonds Payable Notes Payable Total Long-Term Liabilities 
Total Liabilities Retained Earaings Reserved: Reserved for Debt Service, Depreciation and Contingency Unreserved: Undesignated Total Retained Earnings TOTAL LIABILITIES AND RETAINED EARNINGS 

December 31, 1996 1995 

296 750 1,046 
3,208 8,861 3,054 15,123 

310 750 
3,309 8,683 3,177 15,169 

16,169 16,229 
225,209 1,090 226,299 

234,644 1,840 236,484 242.468 252,713 
13,727 148.281 162,008 

29,837 134.072 163,909 
$ 404,476 $ 416,622 



 
WATERWORKS DISTRICT NO. 1 A COMPONENT UNIT OF UNION PARISH POLICE JURY PROPRIETARY FUND TYPE - ENTERPRISE FUND STATEMENVY OF REVENUES, EXPENSES, AND CIIANGES IN RETAINED EARNINGS - BUDGET (GAAP BASIS) AND ACTUAL FOR THE YEAR ENDED DECEMBER 31, 1996 WITH C.OMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED DECEMBER 31, 1995 

Operating Rewenues Water Sales Installation Fees Total Operating Revenues Operating Expenses Board of Commissioners' Fees Contract Labor I)epreeiation 13cluipment Refill Insurance Material, Repairs and Supplies Office Expense Other Expense Payroll Taxes Professional Fees Salaries Sales Tax Utilities Total Operating Expenses Total Operating Income 
Nonoperatlng Income (Expense) Interest Earned Interest Expense Total Nonoperating Income (E~pense) Net Income (Loss) Retained Earnings at Beghmlng of Year 

Budget 
95,000 2.500 

Actual 
94,191 2.100 97,500 96,291 

1,300 13,759 0 2,000 1,650 25,000 1,800 0 0 6,000 7,22,4 3,800 11,500 74.033 

960 14,429 11,106 1,890 2,856 24,371 1,656 3,707 552 5,872 L224 1.327 13.356 89,306 

Variance - Favorable (Unfavorable) 
S (8o9) $ (400) (1,209) 
340 (670) (11,106) 110 (1.206) 629 144 (3,707) (552) 128 0 2.473 (1,g56) (15.273) 

96,946 2,082 99.028 
810 15.139 10.649 2,00.5 1.689 22.755 1.778 0 449 2.672 6,880 0 11.539 76,365 23,467 6,985 (16,482) 22,663 

2-500 __L14_,o6_~. _21~56_~_ 11,907 163,909 
2,056 (10.942) (8,886) (1,901) 163,909 

RETAINED EARNINGS AT END OF YEAR $ 175,816 $ 162,008 
The accompanying notes are an integral part of these statements. 

(444) 3,118 2,674 (13.808) 0 
2,613 (11,537) (8,924) 13,739 150.170 

$~  $ 163.909 



 
WATERWORKS DISTRICT NO. 1 A COMPONENT UNIT OF UNION PARISH POLICE JURY PROPRIETARY FUND TYPE - ENTERPRISE FUND STATEMENTS OF CASH FLOWS 

Cash Flows From Operating Activities O1)eratlng I n,2.ome Adjustments to Reconcile Operating Income to Net Cash Provided by Operating Activities: I)epreeiation Changes: in Assets and Liabilities: Accounts Receivable - Customers Accrued Interest Receivable Prepaid Expenses Accounts Payable Accrued Interest Payable Total Adjustments Net Cash Provided by Operating Activities Cash Flows Frc,m Noncapital Financing Activities Increase (Decrease) in Customers' Meter Deposits Cash IV~ows From Capffaf and Related Financing Acffvities Principal Payments on Bonds Payable Principal Payments on Interest Beating Notes Payable l'rineipal Payments on Noninterest tlearing Notes Payable Interest Paid on l~onds Interest Paid on Notes Net Cash Used by Capital and Related Financing Activities Cash Flows From Investing Activities Purchase of Fixed Assets Interest on Investments Sale (Purchase) of Investments Net Cash Provided (Used) by Investing Activities Net Increase (Decrease) in Cash and Cash Equivalents Cash and Cash Equivalents at Beginning of Year CASII AND CASI! EQUIVALENTS AT END OF YEAR 
Cash and Cash Equivalents Shown on Balance Sheets as: Current Assets: Cash Restricted Assets: Cash 
TOTAl, CASII AND CASII EQUIVAI,ENTS 
The accompanying notes are an integral part of these statements. 

Years Ended December 31 1996 1995 
6,985 $ 22,663 
1,106 10,649 
(2,1~) (20) 71 (168) 103 8,507 19.445 31.170 

(123) 12 
(9,257) 0 (750) (10,942) 0 (20.949) 

(9,021) 29.960 

0 2,613 -- (1,973} 640 3,912 26,048 20.939 $ 29.960 
12.417 $ 8.522 8,772 1.188 $ 20,939 $ 29.960 



 

WATERWORKS DISWRIC"r NO. 1 A COMPONENT UNIT OF UNION PARISH POLICE JURY PROPRIETARY FUND TYPE - ENTERPRISE FUND NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED DECEMBER 31, 1996 AND 1995 
Note 1 - Summary of Sianificaut Accounfln~ Policies 
A. ltistory_ Waterworks District No. 1 (the District) a component unit of Union Parish Police Jury, was created by the Union Parish Police Jury as authorized by Chapter 9 of Title 33 of the Louisiana Revised Statutes of 1950. The District is governed by a five-member Board of Commissioners. The District is responsible for the maintenance and operation of the water system within the boundaries of the water dislrict. 
B. _R.eporting Entity Tile Governmental Accounling Standards Board (GASB) is the accepted standard setting authority for generally accepted accounting principles as applied to governmental entities. In June 1991, the GASB issued Statement Number 14 "The Financial Reporting Entity". This Statement established criteria for determining which component units of government should be considered part of the primary government for financial reporting purposes. The basic criteria for determining a component unit is accountability. As the Union Parish Police Jury appoints a voting majority of the Board of Commis.,doners of the District, has the ability to impose its will upon the District and the District's financial dependence upon the Police Jury, the District is considered a component unit of the Police Jury, the primary governing body of the parish and the governmental body with oversight responsibility. C. Basis of Accounting 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the measurement focus applied. The District's records are maintained on an accrual basis. Revenues are recognized when they are earned and expenses are recognized when they are incurred. D. Budgetary Practices The Secretary-Treasurer prepares the annual budget and presents it to the 



 

WATERWORKS DISTRICT NO. 1 A COMPONENT UNIT OF UNION PARISH POLICE JURY PROPRIETARY FUND TYPE - ENTERPRISE FUND N(YI'ES TO THE FINANCIAL STATEMENTS FOR. TIlE YEARS ENDED DECEMBER 31, 1996 AND 1995 
Board at the last meeting of tile preceding year for adoption. Budgeted amounts, including subsequent amendments, have been included in the accompanying financial statements. The District was in compliance with the five percent variation requirements under Louisiana Revised Statute 39:1310, when depreciation is eliminated. E. Statements of Cash Flows 
For purposes of the Statements of Cash Flows, the District considers all highly liquid investments (including restricted assets) with a maturity of three months or less when purchased to be cash equivalents. F. Investments 
Investments consist of a certificate of deposit which is stated at cost plus interest credited to the account. 
G. Prone~tv. Plant and Eouivment Property, plant and equipment purchased by the District are recorded at cost. Depreciation of all exhaustible fixed assets used by the District is charged as an expense against operations. Depreciation is computed using the straight-line method. Estimated useful lives are 50 years on the water plant and from 5 to 50 years on equipment. Expenditures for repairs and maintenance are expensed as incurred; significant betterments are capitalized. H. Vacation, Sick Leave and Retirement Plan 
The District does not have forntal vacation, sick leave and retirement plan policies. 



 

WATERWORKS DISTRICT NO. 1 A COMPONENT UNIT OF UNION PAILISIt POLICE JURY PROPRIETARY FUND TYPE - ENTERPRISE FUND NOTES TO TilE HNANCIAL STATEMENTS FOR THE YEARS ENDED DECEMBER 31, 1996 AND 1995 
Reservations of Retained Earninas Some portions of retained earnings are reserved to indicate that a portion of retained earnings is legally restricted to a specific future use and is not available for appropriation or expenses. K. Estimates 
Tile preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual costs could differ from those estimates. 

NolLe 2 - Cash and Investments At December 31, 1996, the District's cash and investments, shown on the balance sheet under current assets and restricted assets, consisted of checking, savings, and certificate of deposit accounts. The carrying amounts of those accounts toi~led $41,125 and the corresponding bank balances totaled $41,960. All of the bank balances were covered by federal depository insurance. 
Note 3 - Restricted Assets (Cash and Investments Under tile terms of the bond agreement and resolution of the Board of Commissioners, the District is required to establish and maintain four restricted asset accounts. They are as follows: 1. A customer meter deposit account in which all customer meter deposits are held. 
2. A revenue bond and interest sinking fund account from which bond principal and interest are paid. On or before the 20th of each month, the District is required to deposit a stun equal to one-twelfth of the total amount of principal and interest falling due in the following year. 
3. A reserve fund account in which funds are held for payment of bond principal and interest in the event the sinking fund account is unable to pay. On or before the 20th of each month, the District is required to deposit a sum at least equal to five per cent of the amount to be paid into the sinking fund provided for in paragraph 2 above. The payments into the reserve are to continue until the reserve equals the highest combined principal and interest falling due in an), year. 



 



 

WATERWORKS DISTRICT NO. 1 STATUS OF PRIOR YEAR FINDINGS 
In connection with our audit of the District for the year ended December 31, 1996, we have also reviewed the status of the prior year comments issued in our report dated March 28, 1996. Finding of non-compliance with loan covenants requiring making timely deposits each mouth to its Bond Sinking Fund has been corrected. 



 

LUFFEY, HUFFMAN & MONROE Certified Public Accountants P.O. BOX 4745 1100 NORTH 18TH STREET MONROE, LOUISIANA 71211-4745 

To life Board of Commiissioners Waterworks District No,. 1 

TELEPIIONE (318) 38%2672 FAX (318) 322-8866 

In planning and performing our audit of the financial statements of the Waterworks District No. 1 (the District:) as of December 31, 1996, and for the year then ended, certain matters came to our attention which we believe should be conveyed to management of the District. This letter will summarize our comments and suggestions regarding those matters. This letter does not affect our report dated April 22, 1997, on the financial statements. 
1. 
Finding: The bookkeeper is the only full-time employee of the district and Is paid on a monthly basis. During 1996, every monthly salary check the bookkeeper received was written and negotiated in advance of the end of the month that the check was for. The number of days between the date of the check and the end of the month the check was for ranged from 27 days to 189 days. During 1996, a district resident was hired to mow around the district's water tanks, offices, etc. He received 2 checks in advance of his mowing services that were included in the checks. One check for $400, written on August I, 1996, was for mowing on the days of August 8, 15, 22, and 29, 1996. Another payment for $500, written on September 25, 1996, included $100 that was for mowing on September 30, 1996. These two checks paid for services from 5 days to 28 days in advance of the performance of those services. 
Article 7, Section 14 of the Louisiana Constitution of 1974 states, in part, that the funds of a political subdivision shall not be loaned to any person. The above instances appear to be violations of the aforementioned section of the constitution. 
Payments for services should not be made prior to the performance of services. 
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The Board was unaware that checks were heing prepared and issued prior to the performance of the services that the checks were paying for. In the future, the Board will assure that checks are complete and documentation is adequate prior to tbe checks being signed by the appropriate officers of the District. 

Finding: For the second, third, and fourth quarters of 1996, the District failed to withhold the required contributions, totaling $417, of Social Security and Medicare on its employee; however, the District remitted the employee portion, along with its required matching contributions, at the end of each quarter. In effect, the District loaned $417 to the employee. Article 7, Section 14 of the Louisiana Constitution of 1974 states, in part, that the funds of a political[ subdivision shall not be loaned to any person. This money was reimbursed to the District by the employee at the end of 1996. 
The District should withhold and remit the required amounts of Social Security and Medicare as the salaries are earned and paid to the employee. 
The Board will immediately begin withholding and remitting the proper amount amounts of Social Security aud Medicare as the salaries are earned and paid to the employee. 
3. Need to 
Finding:. The District failed to comply with the Bond Reserve Fund requirements. On June 14, 1996, $5,100 was transferred from the Bond Reserve Fund to the General Fund to partially cover payment of a new water tank for the District. According to the bond agreement, monies in 
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the Bond Reserve Fund are to be retained solely for the purpose of paying the principal of and[ Interest on the bonds. Recommendation: The District should refund to the Bond Reserve Fund the amount of $5,100 and, in the future, refrain from using monies in the Bond Reserve Fund for any purpose other than the payment of bond principal and interest. 
The Board assures that as soon as excess funds are available, $5,100 will be refunded to the Bond Reserve Fund and the District will refi'ain from using monies in the Bond Reserve Fund for any purpose other than the payment of bond principal and interest. 

Finding: On July 25, 1996, a board commissioner received a check for $220 for the day-to-day operations and maintenance duties he performed early in July. These duties are normally performed by a technical consultant who was hired as contract labor but was on vacation for the period of time the board commissioner was paid. Louisiana Revised Statute 33:3818(A) slates that a the board commissioners shall have absolute control and authority over the waterworks in the District and shall adopt by-laws, rules, and regulations for the proper conduct and operation of a waterworks system in their District. The statute also states that the board may employ the necessary labor for directing and installing a waterworks system in their District, not directly participate in the day-to-day operations and maintenance. Louisiaua Revised Statutes also prohibit a board commissioner from being an employee of the District that he is a commissioner of. 
In the future, board commissioners should refrain from performing day-to-day operations and maintenance duties. 



 


