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Bourgeois Bennett 

INDEPENDENT AUDITOR'S REPORT 
To the Board of Supervisors, St. Tammany Parish Sewerage District No. 7 State of Louisiana Slidell, Louisiana. 
We have audited the accompanying general purpose financial statements of St. Tammany Parish Sewerage District No.7, State of Louisiana (the District), a component unit of St. Tammany Parish, State of Louisiana as of and for the year ended September 30, 1996, as listed in the table of contents. These general purpose finmlcial statements are tile responsibility of the District's management. Our responsibility is to express an opinion on these general purpose financial statements based on our audit. The general purpose financial statements of St. Tammany Parish Sewerage District No. 7, State of Louisiana as of September 30, 1995, were audited by other auditors whose opinion dated January 27, 1996 on those statements were qualified because of the depmlure from generally accepted accounting principles describe in the third paragraph. We conducted our audit in accordance with generally accepted auditing standards and issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether tire general purpose finmacial statements are flee of material misstatement. An audit includes exmnining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used arid significant estimates made by management, as well as evahmting the overall general purpose financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. As more fully desclibed in Note 3 to the general pro-pose finemcial statements, the District has not determined an allowancc for doubtful assessment receivables in accordance with generally accepted accounting principles. The effect of that departure on the general purpose financial statements is imt reasonably determinable. 
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1995 $ 11,450 9,937 2,058 23,445 
70,108 175,737 204,017 (195,000) 11,140 7.465 
273,467 
10,000 4,061,683 86,450 22,502 
4,200,808 1.155.021 3.045.787 $3~342 699 



Current Current liabilities (payable from current assets) Due to EPA Accounts payable Deposits 
Current liabilities (payable from restricted assets) Current maturity of long-term debt Accrued interest 
Total cun'ent liabilities 

Long-Term Liabilities Total liabilities 
Fund Equity Contributed capital Retained earnings Total fund equity 

Totals 

Exhibit A 

1996 1995 
$ 116,187 3,739 6.400 126.326 
119,299 17.661 

$ 112,050 1,119 4.700 117,869 
57,422 22,613 136,960 _ _ 80,93~ 263,286 197,904 

85.464 204.763 348,750 402,6~7 
2,746,425 2,877,442 118.664 

$_3,213,839 

62,590 2,940,032 
~},34_2999~ 
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$ 132,807 4,199 2,430 139.436 
10,375 1,550 834 825 
13.584 

Exhibit B 

1995 $ 96,329 24,225 __~~251 121,805 
8,589 550 1,135 749 

_ 11,023 
9,581 27,421 1,684 1,706 1,293 1,374 700 32 
2--32-258 k 30,533 
25,329 10,398 (743) 10,851 6,939 795 360 

20,739 7,798 19,702 11,541 8,094 745 360 
.53,929 68,979 1~,633 _ 138,817 229A04 249,352 (89,968) (127,547) 



xpense) 

1996 8(~,,968) 
26,715 2,892 
7,216 (17,661) (4,137) 
15.025 (74,943) 
131.017 
56,074 
_ ~?,59o $118j664 



Exhibit C 

1995 

138,817 (1,846) 580 (1,943) _ 1,9oo 
_ 136,608 _ 9,061 
64,169 (34,580) 
(109,157) 
1,084 ~894) 190 (99,906) 

_ 181,464 $ 81,558 



Note 1 - 



 
Exhibit D (Continued) 

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) d. Basis of Accounting The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. The Enterprise Fund is accounted for on a flow of economic resources measurement focus and a determination of net income and capital rnaintenaz~ce. With this measurement focus, all assets and all liabilities associated with the operation of this fund is included on tile balance sheet. The Enterprise Fund uses the accrual basis of accounting. Revenues are recognized when earned and expenses are recognized at the time liabilities are incurred. e. Use of Estimates 'file preparation of finmlcial statements in confonnity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets mid liabilities at the date of the finamcia[ statements and the reported amounts of revenues mid expenses during tile reporting period. Actual results could differ from those estimates. 
f. Cash and Cash Equivalents Cash includes amounts hi regular checking accounts and short-term investments in certificates of deposit. g. Accounts Receivable Accomlts receivable represent uncollected sewerage and late fees which are billed monthly. In 1996, the District increased rates for sewerage fees by approximately 40% and changed the monthly late fees fi-om 5% of the outstanding balance to a $2 charge. An allowance account has been provided for the District's estimate of possible charge-offs as adjustments for sewer receivables. h. Restricted Assets Restricted assets are set aside to retire long-term debt. Restricted cash and cash equivalents represents collections on assessments, 
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Note 1 - S 



 



 



 
Exhibit D (Continued) 

Note4- DUE TOEPA On February 17, 1993, the United States Environmental Protection Agency (EPA) issued an audit report Iegarding the District's construction grant for the Sewer Plant. The report requested a refund of $103,428. The District plans on contesting certain areas of the report. Until a resolution of the audit is made, the District has accrued the entire claim as a liability. Beginning in SEptember 1993, interest at 4% accrues on this claim. For the years ended September 30, 1996 and 1995, $4,137 in interest was accrued for each year. Accrued interest at SEptember 30, 1996 was $12,759. 
Note 5 - LONG-TERM DEBT The following is a sununary of bond transactions of the St. Tammany Parish Sewerage District ]'40.7 for the years ended September 30, 1995 and 1996: Sewer __QeItificates. Bonds payable at October 1, 1994 $400,931 Bonds retired - 1995 138 7~46_46 Bonds payable at September 30, 1995 262,185 Bonds retired - 1996 57,422 Bonds payable at September 30, 1996 ,~k2~ SewEr Certificates: $1,31(I,000 Sewer CertificatEs dated October 4, 1985; balance due in almual principal instalhnents of $65,500 plus annual interest payment through June 1, 2005, with interest at 8-5/8%. $204 763 
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Note 5- LONG-TERM DEBT (Continued) 
Exhibit D (Continued) 

The annual requirement to amortize this debt as of September 30, 1996 is as follows 3~ar_g_Fuding Inter~l_ Principal ._._Total 
1997 1998 1999 2000 2001 2002 2003 2004 2005 

$17,661 7,661 1,722 $119,299 65,500 19,964 $136,960 73,161 21,686 

Totals _$~7~_Q_4 $ $204,763 ~Z,31,807 Tile Dislrict has made some prepayment of principal on this debt (including $53,799 for the year ending September 30, 1997). Annual requirements of principal payments are reflected based on the original amortization schedule. The DislTict believes the annual minimum amount may be waived or lowered in future years because of prepayments made. Interest has been reflected based on the scheduled principal payments. Any additional prepayment will lower total interest expense. A wavier or reduction in furore years of scheduled principal payments will increase total interest cost. 
The letter of condition fiom U. S. Depamnent of Agriculture (formerly Farmers ttome Administration) for the Sewer Certificates issued required two separate accounts which are: a. Reserve account where 5% of the annual debt service per year is deposited until thcre is an accumulated mnount equal to the highest annual debt service payable in any future year. b. Depreciation and contingency reserve fund where $8,400 annually would be deposited. 
In 1994, the District was given t)ermission to use the funds in these separate accounts to prepay principal. Since that time, instead of funding these two accounts, the District has used excess funds to prepay principal. 



 



Note 7- 

Note 8 - 

Note 9 - 

Exhibit D (Continued) 
BOARD OF SUPERVISORS MEETINGS Attendance and payment for Bomd of Supervisors meetings were as follows: Number of .Mec~ngs Attended Payment 1996 1995 1996 1995. Robert A. Doll 10 11 $ 500 $550 Frank Skiles 11 11 Iris Calogern 7 N/A 350 - Estelle Chretie 8 N/A 400 Lois Mock 6 N/A 300 Totals .~1,550 $550 
RISK MANAGEMENT The District is exposed to various risks of loss related to torts, theft of, damage to and destruction to assets, errors and omissions; injuries to employees; and natural disasters. The District purchases commercial insurance in amounts it believes sufficient to cover thc risks of loss to which it is exposed. 
ECONOMIC DEPENDENCY The Dishict is dependent on the services of the City of Slidell for treatment plant usage. 
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siana and tile urpose. This by the Board 



Condition 

SCHEDIILE OF REPORTABLE CONDITIONR 
St. Tammany Sewerage District No. 7 For the year ended September 30, 1996 

Accounts Receivable - Sewer Fees Past due accounts represents over 92% of the receivable balance 
Recommendation Collection efforts are needed on past due accotmts 
Response Recommendation to be followed. District has implemented plans to take past due accounls to small claims court. 
Assessment Receivable At September 30, 1996, seventy assessments accounts are delinquent. These seventy accounts represent $237,675 of which $160,220 is cunently due. 
Recommendation Collection cfforts are needed on past due accounts 
Response Recommendation to be followed. I)istaict attorney's office has been retained to collect past due accounts. 
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Sewerage District No. 7 nded September 30, 1996 

ve because of limited office staff. 
nly have one employee, separation of duties a properly designed accomlting system with 

s its present system is adequate 
in the prior year 



 



 



Bourgeois Bennett 

November 27, 1996 
To the Board of Supelwisors St. Tammany Parish Sewerage District No. 7 P. O. Box 3118 Slidell, Louisiana "70459 
STATEMENT ON AUDITING STANDARDS NO. 60 - COMMUNICATION OF REPORTABLE CONDITIONS TO TIlE AUDIT COMMITTEE 
Reportable Conditions 
In planning and performing our audit of the general purpose financial statements of tbe St. Tammany Palish Sewerage Disttct No. 7 for the year ended September 30, 1996, we considered its internal control structure in order to determine our auditing procedures for the purpose of expressing our opinion on tire general purpose financial statements and not to provide assurance on the internal control structure. However, we noted a certain mailer involving the internal control structure and its operation that we consider to be a reportable condition under 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 tbat, in our judgment, could adversely affect the organization's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. Generally accepted accounting principles (GAAP) requires management to make judgments and accounting estimates on certain matters. One such estimate, allowance for doubtful accounts, must be made for the general pro-pose financial statements to be in accordance with GAAP. As of September 30, 1996, the aging status of assessment receivables were as follows: 
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To tile Board of Supervisors St. Tammany Parish Sewerage District No. 7 November 27, 1996 Page 2 
CulTent Portion of Number of Assessment D~linqucnl Ac_c0onts Receiv~_ble_ss Never paid Ten years Nine years Eight years Seven years Six years Five years Four years Three years Two years One year Current 

$ 84,380 14,206 9,531 5,548 22,362 8,998 794 9,095 641 1,399 3,266 40 

Noncurrent Portion of Assessment Receivables . Total_ $ 17,981 3,560 4,260 2,008 10,406 6,038 1,194 10,239 1,286 3,099 17,384 _ 93,001 

$102,361 17,766 13,791 7,556 32,768 15,036 1,988 19,334 1,927 4,498 20,650 93,041 Totals _151 ~160,_2__6_0" ~170,456 ~330,71 _6 
Seventy delinquent accounts total $237,675. These accotmts must be reviewed by management and a detelmination made oll the collectibility of the assessments and the enfolcement of property liens. During the year ended September 30, 1996, tile District has worked with tile District Attorney's office in an attempt to follow-up on delinquent accounts. This effort has had some success and we understand that renewed efforts are planned for the cunent year. As of September 30, 1996, the District has not been able to quantify what an adequate reserve for doubtful accounts should be. At September 30, 1995, an estimate of $195,000 was made. This same estimate was used for 1996. Included in the never paid categoly is assessment # 1780 due from the State Park in the amount of $67,403. Managemenl should determine if this is a valid assessment enfolceable and collectible. 



To the Board of Supervisors St. Tammany Parish Sewerage District No. 7 November 27, 1996 Page 3 
A manual subsidimy ledger exists for control of assessment receivables. This record must be posted timely and balanced to the general ledger control. Computerization of this ledger would provide for greater control. The District also has an outstanding clahn fiom EPA in the amount of $103,428 plus accrued interest to September 30, 1996 of $12,759. If this is not resolved, the District has to find a source of revenue to pay file claim. This report is intended solely for the information and use of Board of Supervisors and management of St. Tammany Parish Sewerage District No. 7, the State of Louisiana and the Legislative Auditor for the State of Louisiana, and should not be used for any other purpose. This restriction is not intended to limi! the distribution of this report which, upon acceptance by the Board of Supervisors, is a matter of public records. 

h:L,.~nW:-I~s~q~sd796.m~ Certified Public Accountants 



Slidell, Louisiana 70459 
STATEMENT ON AUDITING STANDARDS NO. 61 MATTERS REQUIRED TO BE COMMUNICATED TO THE AUDIT COMMITTEE l) Auditor's responsibility under generally accepted auditing standards 
Our audit was conducted in accordance with generally accepted auditing standards, and was designed to obtain reasonable, rather than absolute, assurance about whether the general purpose financial statements are free of material misstatement. An audit includes the evaluation of the internal control structure which includes the following three elements: a) Control envi_ronment 

b) Acco~Inting ~ystem 

c) '..(~on_t r ol pro?_edur~_s 
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~ Proper authorization of transactions and activities 
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To the Board of Supervisors St. Tammany Parish Sewerage District No. 7 November 27, 1996 Page 3 
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