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D EXI'ENSES Exhibit B 

$ 9,695,111 194,080 9,889,191 
2,874,011 921,708 1,379,565 160,254 214,878 2,382,515 91,048 
8,023,979 1,865,212 
596,467 62,982 132,988 (559,384) (18,464) 214,589 $ 2,079,801 



 



_COMBINED STATEMENT OF CASH FLOWS St. Bernard Parish Government Department of Public Works Water and Sewer Division and the Districts For the year ended December 31, 1998 
Cash Flows From Operating Activities Operating income Adjustments to reconcile operating income to net cash provided by operating activities: Depreciation and amortization (Increase) decrease in assets: Customer receivables Unbilled charges Increase in liabilities Accotmls payable and accruals 

Net cash provided by operaling activities 
Cash Flows Used In Noncapital Financing Activities Payment on St. Bernard Parish Self Insurance Fund loan Cash Flows From Capilal Financing Activities Ad valorem taxes - debt retirement Purchase of capital assets Payment on capital lease Principal paid on bonds Interest paid 

Net cash used in capital financing activities Cash Flows Frmn Investing Activities Interest on cash management activities Net Increase in Cash and Cash Equivalents Cash and Cash Equivalenls Beginning of year (Note 2) End of year (Note 2) 
See notes to combined financial statements 

Fxhihit D 

$ 1,865,212 
2,382,515 (108,116) 56,502 81,596 
2,412,497 4,277,709 
(648,799) 
664,551 (1,299,901 ) (10,452) ( 1,241,000) (582,613) (2,469,415) 
195,970 1,355,465 
3,901,745 $ 5,257,210 



NOTES TO COMBINED FINANCIAl, STATEMENTS St. Bernard Parish Government Department Of Public Works Water and Sewer Division and the Districts December 31, 1998 
1 - SUMMARY OF SIGNIFICANT ACCOUNTING PO1AC1ES The St. Bernard Parish Water and Sewer Commission was created by an intergovernmental agreement dated November 13, 1985, as ratified, confirmed and approved by Louisiana Revised Statute 33:7802 which became effective July 2, 1986. The statute declared the Commission to be a body politic and political snbdivision of the State of Louisiana. It also gave the Commission the power to tax, incur debt and issue bonds. The powers of the Commission were exercised within the boundaries of St. Bernard Parish. The Commission's major operation was to provide water and sewerage services for tile parish of St. Bernard. The Commission was composed of seven members representing the participating entities and assnmed control of operations and began providing services effective with the close of business on December 31, 1985. Prior to that time, such water and sewerage services had been provided by five separate entities: St. Bernard Water District No. I, St. Beruard Water District No. 2, St. Bernard Sewer District No. 1, St. Bernard Sewer District No. 2. and St. Bernard Sewer District No. 1-2. On December 31, 1985, St. Bernard Sewer District No. 1-2, a contractual entity that had performed sewerage operations for St. Bernard Sewer Districts No. I and No. 2, was dissolved. The other water and sewerage districts had separate boards which served primarily as tax levying entities. On November 1, 1996, the St. Bernard Parish Water and Sewer Commission was consolidated and merged into the St. Bernard Parish Government (the Parish Government) and is now known as the St. Bernard Parish Government Department of Public Works Water and Sewer Division (the Division), The Commission was abolished and tile parish council assmned all rights, revenues, resources, authority and obligations of the Commission. The water and sewer districts still exist as separate political subdivisions; however, the parish council is the governing authority. Each district retained its rights, revenues, resources, jurisdiction, authority, indebtedness and any other obligations it possessed prior to November 1, 1996, including the authority to continue to levy ad valorem taxes. 



 
Exhibit E (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) The Division has two water plants that are capable of pumping and treating on tile average 12,000,000 to 13,000,000 gallons of water per day. The maximum capacity is 20,000,000 gallons of water per day. In addition, it monitors and maintains 110 sewer lift stations. It also operates four sewerage treatment plants, one sewerage oxidation pond and two sewerage treatment package plants. The Division has 101 employees at December 31, 1998, of which (99%) are covered by a collective bargaining agreement which expires in the year 2000. The accounting policies of the Division conform to generally accepted accounting principles (GAAP) applied to governmental units. The Government Accounting Standards Board (GASB) is the accepted standard setting body for establishing governmental accounting and financial repolaing principles. The following is a summary of significant accounting policies. a) Reporling Entity 
Government Accounting Standards Board (GASB) Statement No. 14 has established criteria for determining the governmental reporting entity and component units that should be included within the reporting entity. The basic criterion for including a potential component unit within the reporting entity is financial accountability. The GASB has set forth criteria to be considered in determining financial accountability. 
The criteria inclndes 1) Appointment of a voting majority of the governing board a) The ability of the parish government to impose its will on the organization, b) The potential of the organization to provide specific financial benefits to or impose specific financial burdens on the parish government, 2) Organizations which are fiscally dependent, 3) Organizations for which the reporting entity's financial statements would be misleading if data of the Organization is not included because of the nature or significance of the relationship. 
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Exhibit E (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) a) Reporting Entity (Continued) Because tile parish government is the goveruing board of tile Districts, tile Districts are determined to be component units of tile St. Bernard Parish Government, the governing body of the parish and the governmental body with oversight responsibility. The accompanying combined financial statements present information only on the funds maintained by the Department of Public Works Water and Sewer Division including Districts and do not present information on the Parish Government, the general government services provided by that governmental unit, or tile other governmental units that comprise the governmental reporting entity. Annually, the St. Bernard Parish Government issues audited general purpose financial statements which include tlle activity contained in tile accompanying combined financial statements. b) Basis of Presentation The accompanying combined financial statements include the St. Bernard l'arish Government Department of Public Works Water and Sewer Division, a department of the St. Bernard Parish Government. The combined financial statements also include the Districts which are separate component units of the parish government. The Division is responsible for water and sewerage operations of the Parish and the Districts (St. Bernard Water District No. 1, St. Bernard Water District No. 2, St. Bernard Sewer District No. 1, and St. Bernard Sewer District No. 2). Ad valorem taxes are levied by the individual districts for the retirement of outstanding bonds. 
c) Fund Accounting The Division is olganized and operated on a fund basis whereby a separate set of self-balancing accounts (enterprise funds) is maintained that comprises its assets, liabilities, fund equity, revenues, and expenses, The operations are financed and operated in a manner similar to a private business enterprise, where tile intent of the governing body is that the cost (expenses, including depreciation) of providing services on a continuing basis be financed or recovered primarily through user charges. 



 
Exhibit E (Continued) 

SUMMARY OF SIGNIFICANT ACCOUNTING POI,ICIES (Contillued) d) Basis of Aceomlting 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 maintenance. With this measurement focus, all assets and all liabilities associated with tile operation of these funds are included on the combined balance sheet. The Division's accounts are reported on the accrual basis of accounting. Revenues are recognized when earned and expenses are recognized at the time liabilities are incurred. The Division applies all GASB pronouncements as well as the Financial Accounting Standards Board pronouncements issued on or before November 30, 1989 unless those pronouncements conflict with or contradict GASB pronouncements. The Enteq)rise Fund uses the following practices in recording certain revenues and expenses: 1) Revenues Customers are billed monthly and the accompanying combined financial statements provide for the accrual of charges billed but not collected, as well as for unbilled charges through the date of tile combined balance sheet. Ad valorem taxes and the related state revenue sharing (which is based on population and holnesteads in file parish) are recorded in tile year the taxes are assessed. Ad valorem taxes are assessed on a calendar year basis, become due on November 15 of each year, and become delinquent on December 31. The taxes are generally collected in December of the current year and January through March of the following year. Substantially all other revenues are recorded when earned. 
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Exhibit E (Contimled) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) d) Basis Of Accounting (Continued) 
2) Expenses Salaries are paid biweekly and are accrued at year end Unamortized debt expense of the Division is comprised of costs associated with the 1991 and 1994 Revenue I~ond l ssues. The cost of issuance on the 1991 Revenue Bond Issue of $58,707 is amollized, using the straight-line method over the 19-year life of the bond. The cost of issuance on the 1994 Revenue Bond Issue of $266,655 is amortized using the straight-line method over the 18-year life of the bond. The remaining unamortized debt expense at December 31, 1998 is $233,384. Uuamortized debt expense of Sewer District No. I is comprised of costs associated with the 1991 General Obligation Refvnding Bond l ssuc. The cost of issuance of $36,700 is amortized using the straight-line method over the 11 ~ year life of the bond. The remaining unamortized debt expense at December 31, 1998 is $13,297. Unamortized debt expense of Sewer District No. 2 is comprised of costs associated with the 1991 General Obligation Refunding Bond Issue. The cost of issuance on the 1991 General Obligation Bond Issue of $147,300 is amortized using the straight-line method over the 13 ~ year life of the bond. The remaining unamortized debt expense at December 31, 1998 is $67,285. Amortization of debt expense for the year ended December 31, 1998 was $32,013. Depreciation expense on all exhaustible fixed assets is detcrmined by the straight-line method using the estimated usefid life and is recorded as an operating expense during the accounting period. Substantially all other expenses are recognized at the time the liability is incurred. 



 
Exhibit E (Continned) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING I'OIACIES (Continued) e) Accounts Receivable The Division has established an allowance for doubtful accounts for write-off of delinquent accounts. The allowance is based on management's best estimate of uncollectible anaounts. The allowance for doubtful accounts at December 31, 1998 is $44,846. 
f) Use of Estimates The preparation of financial statements in conformity with generally accepted accounling principles requires management to make estimates and assumptions that affect the repolaed amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could diffcr from those estimates. g) Cash and Cash Equivalents Cash includes amounts in petty cash, demand deposits, interest-bearing demand deposits, and money market accounts. Cash equivalents include amounts in eellificates of deposit. Under state law, the Division may deposit fimds in demand deposits, interest-bearing demand deposits, money market accounts, or time deposits with state banks organized under Louisiana law and national banks having their principal offices in Louisiana. h) Inventory The Division mainlains an inventory of paris and expendable st~pplies Ihal is valued at the lower of cost or market. The inventory is recognized as an expense when consumed. i) lnterfund Receivables and Payables lntcrfund receivables and payables between the Division and Districts have been eliminated on the combined balance sheet at December 31, 1998. 



 
Exhibit E (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) j) Restricted Assets CeJlain proceeds of the Division's revenue bonds, as well as certain resources set aside for their repayment, are classified as restricted assets on the combined balance sheet because their use is limited by applicable bond covenants. k) Fixed Assets and Long-Term Liabilities Fixed assets of the Division are included on the combined balance sheet of the fimds, lmerest costs incurred during construction are not capitalized. Depreciation of all exhaustible fixed assets is charged as an expense against operations. Fixed assets, other than those donated, are recorded at cost. Donated fixed assets, primarily water and sewer lines constructed by independent contractors, are recorded at estimated fair market value as of the date donated. Fixed assets are reported on the balance sheet net of accunmlated depreciation. Depreciation is computed using the straight-line method, over the following usefid lives, stated in years: 

Pipeline system Buildings and improvements Machinery and equipment Water tanks Meter boxes 

Water and Water Sewer District Division No. 1 
100 
5-10 50-100 33-66 

100 
50 
4-10 33 33 

Water District No. 2 
100 
33 
8-10 50 33 Long-term liabilities are recognized within the enterprise fimds 
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Sewer Districts 5 - 20 
25 
10 - 20 



 
Exhibit E (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) I) Fuml Equity 1) Contributed Capital The Division's grants received that are restricted for tile acquisition or construction of capital assets are recorded as contributed capital. Donated lines are also recorded as contributed capital. Contributed capital is amortized based on the depreciation recognized on that portion of the assets acquired from such contributions. 
2) Reserves The Division's reserves represent those portions of fund equity legally segregated for a specific future use. 
Ill) GASB Pronouncemenls Governmental Accounting Standards Board (GASB) Statemcnt No. 20 "Accounting and Financial Reporting for Proprietary Funds and Other Govennnental Entities that use Proprietary Fund Accounting," provides that Proprietary Funds may apply all GASB pronouncements, as well as tile following pronouncements issued on or before November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements; Statements and Interpretations of the Financial Accounting Standard Board (FASB), Accounting Principles Board (APB) Opinions, and Accounting Research Bulletius (ARB's) of the Committee on Accounting Procedure. The Division has electcd to apply only FASB, APB and ARB materials issued on or before November 30, 1989. n) Compensated Absences Employees earn two to five weeks of paid vacation each year, up to 90 days will be paid in cash at retirement or termination if proper notice is given. If proper notice is not given, up to 10 days may be subtracted fiom their acctunulated vacation and the remainder is paid in cash. Employees earn 12 days of sick leave each year, which may accumulate to an unlimited number of days but does not vest. At December 31, 1998, the accrued vacation was $258,062. 



I)EI'OSITS 
Exhibit F (Continued) 

Slate I,aw requires deposits (cash and certificates of deposits) of all political subdivisions be fidly collateralized at all times. Acceptable collatcralization includes FDIC insurance and the market value of securities purchased and pledged to the political subdivision. Obligations of the United States, the State of Louisiana, and certain political subdivisions arc allowed as security for deposits. Obligations furnished as security must be held by the political subdivision, or with an unaffiliated bank, or with a trust company for the account of lhe polilical subdivision. In accordance with slate law all cash and deposits were collaleralized. Cash and deposits are calegorized into three categories of credit risk Calegory 1 includes deposits covered by federal depository insurance or by collaleral held by lhe Division or its agent, in the Division's name. Category 2 includes deposits covered by collateral held by the pledging financial institution's trust department, or its agent in the Division's name. 
Calegory 3 includes deposits covered by collateral held by the pledging financial institution, or its trust department or agent but not in the Division's name, and deposits which are uninsured or uncollateralized. At year end the carrying amount and the bank balances of deposits of lhe Division and ils Districts are as follows: 

Cash Certificates of deposit Tolals 

lan 
$111,072 100,000 

2 $3,796,709 1,000,000 
Book Balance $4,157,210 1,100,000 



Note 2 - I)EPOSITS (Continued) 
ExbJbJl E (Continued) 

At December 3 l, 1998, cash and certificates of deposit in excess of the FDIC insurance were collatcralizcd by securities held by unaffiliated banks for the account of the depositors. The Govermnental Accounting Standards Board (GASB), which pronmlgates the standards for accounting and financial reporting for state and local governments, considers these securities uncollateralized. Even though the pledged secmities are considered uneollateralized under the provisions of GASB Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to adverlise and sell the pledged securities wifllin 10 days of being notified by the depositor that the fiscal agent has failed to pay deposited funds upon demand. For purposes of the Statement of Cash Flows, cash and cash equivalents consist of the following accounts: 
Cash and cash equivalents Nonrestricted Restricted Total cash and cash equivalents Supplemental cash flows information Interest paid during the year Noucash capital financing activity donated lines 

Note 3 - PI/OI'EIITY TAXES 

Beginning of Year 
$ 686,114 3,215,631 

End of . gcar $ 500,816 _~4 756,394 

Property taxes are levied each November 1 on the assessed value listed as of the prior January 1 for all real property, merchandise and movable property located in the Parish. Assessed values are established by the St. Bernard Parisl/Assessor's Office and tl]e State Tax Commission at percentages of actual value as specified by Louisiana law. A reevaluation of all properly is required to be completed no less than every four years, q'l~c last reevaluation was completed for the list of January 1, 1996. Taxes are due and payable November 15 of each year and become delinquent December 31 with interest being charged on payments after January 1. Taxes can be paid tt]rough the tax sale date, which is the last Wednesday in June. Properties for which taxes have not been paid are sold. 



Note 3 - PROPERTY TAXES (Contioued) 
Exhibit E (Continued) 

The following is a summary of authorized and levied ad valorem taxes for debt service for the year ended December 31, 1998: 

Sewer District No. 1 Sewer District No. 2 
Authorized Levied Millage Millage Variable Variable 

Note 4 - CltANGE IN PROPERTY, PLANT AND EQUIPMENT 
5.00 3.75 

The following is a summary of the changes of the Division's fixed assets for the year ended December 31, 1998. 

Land Pipeline system Plant, machinery, and equipment 

Balance Bahmce January, December 1, 1998 Additions Deletions 31, 1998 
$ 141,569 49,781,915 33,750,323 Total property, plant, and equipment 83,673,807 

I ,ess accunmlated depreciation (42,280,382) 
Net property, plant and equipment 

$ $ - $ 141,569 1,378,400 51,160,315 
493,451 _:_- _ 34,243,774 

85,545,658 
(44,630,884) 



Note 4 - CItANGE iN PROPERTY, PI.ANT AND EQUIPMENT (Con{inued) 
Exhibit E (Continued) 

The composition of property, plant and equipment at December 31, 1998 by entity, is as follows: Division Water District No. 1 Water District No. 2 Sewer District No. 1 Sewer District No. 2 Total property, plant, and equipment 

$ 35,299,272 20,774,020 2,128,277 9,775,707 17,568,382 
Depreciation expense totaled $2,350,502 for tlle year ended December 31, 1998 

Note 5 - I)EFINED BENEFIT PENSION PLAN Employees of the Division are members of the Parochial Employees Retirement System of Louisiana (System), a multiple-employer (cost sharing), public-employee retirement system (PERS). The System is composed of two dislinct plans, PJal~ A and Plan f3, wilh separate assets and benefit provisions. All employees of the Division are members of Plan A. For the year ended December 31, 1998, the total payroll for employees covered by thc System under Plan A was $2,183,603. 
I'lan Description - Thc Water and Sewer i)ivision contributes to Plan A of the Parochial Employees' Retirement System of Louisiana (the System), cost-sharitlg multiple-employer defined benefit public employee retirement system (PERS), which is controlled and administered by a separate Board of Trustecs. The System provides retirement, deferred and disability benefits, survivor's benefits an cost of living adjustments to p/an members and beneficiaries. Act 205 of the 1952 Louisiana Legislative Session established the plan. The System is governed by Louisiana Revised Statutes 11:1901 through 11:2015, specifically, and other general laws of the State of Louisiana. The System issues a publicly available financial report that includes financial statements and required supplementary information for the System. That repo11 may be obtained by writing to Parochial Employees' Retirement System of Louisiana, P.O. Box 14619,/~aton Rouge, l,ouisiana 70898-4619. 



Note 5 - DEFINEI) BENEFIT PENSION PLAN (Continued) 
Exhibit E (Continued) 

Funding Policy - Plan members are required to contribute 9.5% of their annual-covered salary and the Water and Sewer Division is required to eontribote at an actuarially determined rate. The current rate is 7.75% of annual payroll. The contribution requirements of plan members and the Water and Sewer Division are established and may be amended by state statute. The Water and Sewer Division's contributions to the System for the years ended December 31, 1998, 1997 and 1996 were $163,509, $161,364 and $156,060, respectively, equal to the required contributions for each year. 
Note 6 - POSTRETIREMENT HEALTH CARE AND LIFE INSURANCE BENEFITS 
In addition to the pension benefits described in Note 5, the Division provides post retirement health care benefits, in accordance with the Division's personnel policy, to all employees who retire either: 1) on or after attaining age 60 with at least 10 years of service, or 2) on or after attaining age 55 with at least 25 years of service, or 3) on or after attaining any age with at least 30 years of service. As of the year end, 18 retirees have met those eligibility requirements. These benefits for retirees and similar benefits for" active employees are provided through an insurance company whose monthly premiums are paid by lbe Division. Retirees and active employees, however, are responsible for dependent coverage costs. The Division reimburses the first $20,000 &validated claims for medical and hospitalization costs incurred by pre-Medieare retirees and their dependents. Expenditures for postrctirement health care benefits are recognized as retirees report claims and include a provision for estimated claims incurred but not yet reported to the Division. During the year, expenses of approximately $58,668 were recognized for post- retirement health care. 

Note 7 - OPERATING LEASES The Division receives lease income from a right-of-way agreement. The annual rental income is $2,500 and is payable for ten years beginning September 1, 1995. At the end of the lease period 1he agreernent may be renegotiated at no less than $2,500 a year for ten additional years. The Division also receives lease income from six different tower lease agreements. The first lease is $5,000 per year for a period of five years beginning August 9, 1995. The lease can be renewed for four additional five-year periods. The second lease is for $6,000 
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Note 7 - OPERATING LEASES (Continued) 
Exhibit E (Continued) 

per year. The lease commenced June 26, 1996 and is for a period of five years. The agreement can be renewed for four additional five-year periods. The third lease is for $12,000 per year. The lease commenced August 22, 1996 and is for a period of five years. The lease agreement can be renewed for four additional five-year periods. The fourth lease is for $13,200 per year for a period of five years beginning November 19, 1998. The lease can be renewed for four additional three-year periods. The fifth lease is for $12,500 per year for a period of five years beginning July 28, 1998. The lease can be renewed for four additional three-year periods. The sixth lease is for $9,600 per year for a period of five years beginning December 23, 1998. The lease can be renewed for four addilional three-year periods. The Division also granted the St. Bernard Parish School Board the use of property at St Bernard l lighway and Pahnismao Boulevard fi'ee of rent for a period of thirty years. The future minimum rentals for the next five years and in the aggregate are Year Ending December 
1999 2000 2001 2002 2003 Thereafter Total 

$ 60,800 55,800 37,800 37,800 2,500 2,500 $197,200 Rental income for the year ended December 31, 1998 was $42,411 
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Noie 8 - 1,ONG-TERM IAABILITIES The following is a summary of long-term liabilities and the current portion due at December 31, 1998: 

Public improvements general obligation and revenue bonds payable Capital lease payable Totals 
Less current portion: Public improvement and revenue bonds payable Capital lease payable 

Exhibil E (Continued) 

Water and Sewer Sewer District . Division No. 1 No. 2 Total 
$7,465,000 1,000 $385,000 $2,033,000 $9,883,000 1,000 7,466,000 385,000 2,033,000 9,884,000 

725,000 1~000 65,000 336,000 1,126,000 1.000 Long-tcrnl portion $6,740,000 $320,000 $1,697,000 $8,75_7,000 
Public improvement bonds general obligation, and water revenue comprised of the following individual issues: 
a) Public hnprovement And General Obligation Bonds Public improvement and general obligation bonds are secured by the fifll faith and credit of the various Districts and are financed through the levy and collection of ad valorem taxes. The bonds were issued to construct improvements and extensions 1o the water- works and sewerage systems. Public improvement and general obligation bonds are comprised of the following individual issues: 
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Note 8 - LONG-TI~RM LIABILITIES (Continued) 
Exhibit I~ (Continued) 

a) Public Improvement Alid General Obligatiol~ Bonds (Contintzed) 1) $2,500,000 Public Improvement Bonds of the Water District No. 1 issue of September l, 1973, due in annual installments of $155,000 bearing an interest rate of 5.70% through March 1, 1998. The last payment of$155,000 was made during 1998. 2) $675,000 General Obligation Refunding Bonds of the Sewer District No. 1 issue of Seplember 1, 1991, due in annual installn~ents of $60,000 to $90,000 bearing interest rates of 6.0% to 6.5% through March 1, 2003. Amount outstanding - $385,000. 3) $240,000 Public Improvement Bonds of the Sewer District No. 2 issue of June 1, 1971, due in annual installments of $1,000, bearing an interest rate of 6.00% through February 1,2001. Amount outstanding - $3,000. 4) $3,295,000 General Obligation Refimding Bonds of the Sewer District No. 2 issue of September 1, 1991, due in annual installments of $170,000 to $340,000 bearing interest rates of 6.0% to 6.65% lhrough March 1, 2005. Amount outstanding - $2,030,000. b) Revenue Bonds On April 1, 1994, $7,195,000 of the 1986 Revenue Bond was defeased. The bonds had interest rates ranging from 7.50% to 8% and debt se,'viee payments fion~ $400,000 to $990,000. As a result of the defeasancc $7,950,000 Series 1994 l~,evenue Refunding Bonds were issued. The interest rate on tbe new bonds ranges fiom 4.2% to 5.2% and the bonds mature on August 1, 2006 wilh debt service payments duo in annual principal installnlents ranging fionl $645,000 to $940,000. The balance outstanding at December 31, 1998 is $6,395,000. The 1991 P, evenue Bonds arc due in annual principal installments of $50,000 to $135,000, bearing interest rates of6.15% to 7.10% tbrough August 1,2011. The balance outstanding at December 31, 1998 is $1,070,000. 
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Note 8- I,ONG-TERM LIABILITIES (Continued) b) Revenne Bonds (Cootinued) 

Exhibit E (Continoed) 

The bonds are payable solely from and secured by a first lien upon and a pledge of the net revenues of the system. The revenues pledged by the Water and Sewer Division include all fees, rents, charges, and other income derived, or to be derived by or for the account of the Division from, or for, the ownership, operation, use, or services of the system and any other amounts paid into and credited to the revenue fired created by the 1991 and 1994 revenue bond resolutions. Such revenues include, but are not limited to, proceeds of any ad valorem taxes received by the Division pursuant to the terms of the intergovernmental agreement. Such revenues exclude (a) federal, state, or local government monies received for capital improvcmeuts to the system and (b) amounts necessary to pay the reasonable and necessary current expenses of operating and maintaining the system. Pursuant to a resolution, the Water and Sewer Division has agreed in each bond year to fix, establish, and collect such rates and collect such fees, rentals, or other charges for all services, after making due allowance for delinquencies in collection and after providing for the payment of the reasonable and necessary expenses of operating and maintaining the system, to produce net revenues (1) that arc sufficienl to pay debt service on all outstanding bonds and to maintain the fimds and accounts established in the resolution and (2) that result in each fiscal year in the greater of(a) the sum of debt service payable on the bonds in the ensuing fiscal year plus any required deposit to the Debt Service Reserve Fund or (b) a ratio of net revenues to average annual debt service of not less than 1.25 to 1. The ratio of net revenues to average annual debt service for the year ended December 31, 1998, is 3.93 to 1. The ratio is more than the minimum requirements of the bond indenture. The bond agreement requires the Water and Sewer Division to establish and maintain the following accounts: 1. A debt service reserve account with the sum equal to the maximum annual debt service on the bonds. A debt service account with monthly deposits of one-twelfth of the annual principal and interest payment to pay promptly and fully the principal and interest on the loan as it becomes due and payable. 
24 



Note 8- I,ONG-TERM I.IABILITIES (Continued) b) Revenue Bonds (Continued) 

Oulstanding at January 1, 1998 l)ayments 

Exhibit E (Continued) 

A renewal and replacement account with monthly deposits of 5% of thc prior month's operating expenses, which will be used to care for extensions, additions, improvements, renewals, and replacements necessary to properly operate the system. The Division has established and maintained these accounts, and at December 31, 1998, the cash and cash equivalent balances in the debt service reserve account, the debt service account, and the renewal and replacement account are $1,223,054, $495,279, and $2,163,879, respectively. The account balances in the debt service reserve, debt service and renewal and replacement accounts exceed the n~inimum requirements of tim bond indenture. The following is a summary of the bonds payable transactions for tim year ended December 31, 1998: 

Outstanding al I)eccmbcr 31. 1998 

Waler and Scwer Division 
$8,160,000 695,000 $155,000 155,000 

Sewer Districl _No. 1 No. 2 $445,000 _ 60,000 $2,364,000 331 000 $11,124,000 __LZ41,000 
~385,000 2~33,000 .$%~ooo 
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Note 8- I,ONG-TERM I.IABIlATIES (Continued) b) Revenue Bonds (Continued) 

Exhibit E (Continued) 

The annual requirements to amortize all bonds outstanding at 1)ecembcr 31, 1998 including interest are as follows: 
Year Ending I)ecember 3 I, Principal Interest Total 
1999 2000 2001 2002 2003 2004-2011 

$1,126,000 1,166,000 1,201,000 1,255,000 1,300,000 3,835,000 

$ 523,298 465,995 405,314 341,018 273,163 587,528 

$ 1,649,298 1,631,995 1,606,314 1,596,018 1,573,163 4,422,528 Totals $9,883,000 $2,596,3!6 $12,479~316 
Note 9 - RESERVED RETAINED EARNINGS The St. Bernard Water and Sewer Division has established three reserves as reflected oll the balance sheet, as follows: a) P, eservc for capital renewal and replacement - accunmlates monies to care for extensions, additions, improvements renewals, and replacements necessary to properly operate the sewerage system. Such monies will also be available to pay the principal and interest on outstanding bonds in the event fimds are not sufficient in the debt service and debt service reserve accounts. (Minimum deposits are made monthly to the reserve account from revenues in an amount equal to 5% of the prior month's operating expenses.) In addition, net assets acquired with the Water and Sewer Division's funds are included in the reserve per board resolution. The reserved retained earnings are $9,290,398 at December 31, 1998. 
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Note 9 - RESERVED RETAINED EARNINGS (Continued) 

Exhibit E (Contiuuetl) 

b) Reserve for construction - established in accordance with bond requirements and the Water and Sewer Division's resolution. The reserved funds pay for construction projects required by the United States Enviromnental Protection Agency. The Division also in'evocably pledges money held in this reserve to the bond holders as additional security for the bonds. Upon completion of the projccls, any remaining funds will be reserved for debt service to satisfy any deficiency in funds needed to pay principal and interest on the $1,350,000 bond issue dated December 1, 1991 and principal and interest on the $7,950,000 bond issue dated April 1, 1994. In addition, the construction projects are capitalized when completed and included in the reserve and certain portions of the 1991 and 1994 revenue bonds payable to reduce the reserve per board resolution. The reserved retained earnings are $1,625,935 at December 31, 1998. 
c) Reserve for debt service - this reserve consists of two accounts. 1) The debt service account accumulates money fiom the net utilities revenues for the payment of interest and principal on the 1991 and 1994 revenue bonds. 2) The debt service reserve account accumulates interest on the $1,111,165 of bond proceeds set aside for the benefit of bond holders. In addition, the related 1991 and 1994 bond principal and interest reduces the reserve. As of December 31, 1998, the reserved retained earnings was $147,303. 
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Note 9 - RESERVED RETAINED EAI~d~IINGS (Continued) The components of the reserve accounts are as follows 

Assets Cash and cash equivalents Property, plant and equipment and bond issuance cost - net 

Exhibit E (Continued) 

Reserve For Capital Reserve Reserve Renewal and For For Debt Replacement .Construction Service 
$2,163,879 $ $1,718,333 
7,127,519 16,733,769 

Total assets 9,291,398 16,733,769 1,718,333 
Liabililies Currenl portion of bonds payable Accrued interest payable Lease payable Long-term 1991 and 1994 revenue bonds payable 

1,000 
422,917 302,083 157,782 
5,628,835 1,111,165 Total liabilities 1,000 6,051,752 1,571,030 

Contributed Capital 9,056,082 
Reserved Retained Earnings $9,290,398 $1,625,935 $ 147,303 
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Note 11 - CUSTOMER DEPOSITS 

Exhibit E (Continued) 

The 1)ivision has used funds from Customer Meter Deposit cash account to pay operating expenses and capital improvements. At December 31, 1998, the customer meter deposits cash account had a balance of $245,772 and the customer meter deposits liability was $1,161,634. 
Note 12 - DEFERRED COMPENSATION PLAN 
l)ue to the enactment of the Small Business Job Protection Act of 1996 (the Act), the Division is not required to report the assets of its Internal Revenue Code Section 457 plan. Prior to the Act, Section 457 allowed the deferral of taxes on deferred compensation plans only if the plan assets were solely the property of the government employer and subject to the employer's general creditors. The Act now requires that anaounts deferred under a Section 457 plan be held in trust for the exclusive benefit of participating employees and no~ be accessible by file Division or iXs credilors. 

Nole 13 - COMPENSATION PAID TO COUNCIL MEMBERS The Division did not pay any compensation to the members of the St Council. 
Nole 14- CONTINGENCIES The Division is involved in various claims for alleged negligence. The exposure to the Division is estimated to be approximately $13,737. The estimated claims liability is computed based on information received fiom the insurance company. The claims liability at December 31, 1998 is presented at current value and has not been discounted. 
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Note 15 - SEI,F INSURANCE/IIISK MANAGEMENT 

Exhibil E (Continued) 

The Division is exposed to various risks of loss related to general liability, auto liability, workers' compensation, unemployment compensation, property and group health benefits. Various suits and claims arising fi'om personal injury and property damage, some for substantial amounts, are pending against the Division, its insurers and others. In accordance with Statement of Financial Accounting Standards No. 5, the Division has provided for, in its financial statements, estimated losses from the aforementioncd pending suits and claims based on the estimated ultimate cost of settling the claims, considering the effects of inflation, recent claim settlement trends and other social and economic factors, including the effect of specific incremental claim adjustment expenses, salvage and subrogation. The Division believes the ultimate settlement costs will not materially exceed the anaounts provided for the claims. The Division is self insured for group health claims up to approximately $20,000 pet employee or an aggregate of approximately $230,884 claims per year. The excess is insured under an insurance policy. The fund is administered by an independent insurance service company. The estimated claims liability is computed based on information received fiom the administrator of the plan. The following represents a reconciliation of total claims liability: 
Claims liability at beginning of year Plus provision for incurred claims Less claims paid 
Claims liability at end of year 

1998 1997 1996 $ 60,104 $ 40,587 $ 41,634 259,947 (259,485) 276,359 (256,842) 405,511 (406,5583 
$ 60,566 $ 60,104 $ 405~87 The claims liability at December 31, 1998 is presented at current value and has not been discounted. 



Note 15 - SELF INSURANCE/RISK MANAGEMENT (Continued) 
Exhibil E (Continued) 

Effective February 1, 1997, the Division established a self-insurance fund for their workman's compensation, unemployment compensation, propelly, general and automobile liability. The Division is self insured for claims up to $250,000 per occurrence. They have all insurance policy for claims between $250,000 and $5,000,000 per occurrence. This policy has a 20% coinsurance clause with a maximum liability to the Division of $1,000,000. The fund is administered by aindependent insurance service company. Estimated claims liability related to the current year's general liability, auto and workers compensation was determined by using the average annual claims expense incurred for each type of coverage. The following represents a reconciliation of total claims liability 
Claims liability at beginning of year Plus provision for incurred claims Less claims paid Claims liability at end of year 

1998 $ 23,326 218,451 (53,001) 
1997 $ 86,858 ~6_3,532) 

The claims liability at December 31, 1998 is presented at current value and has not been discounted. 
Note 16- ADMINISTRATIVE ORDER I)uring 1996, the Division received an administrative order from lhe United States Environmental Protection Agency (EPA). The order stated that the Division has violatcd its National Pollutant Discharge Permit and the Clean Water Act. The EPA has allowed the Division a reasonable period to take corrective action to eliminate and prevent recurrence of the noneompliant discharges cited in the findings or to submit a comprehensive plan to eliminate and prevent recurrence of violations cited in the findings. 
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Note 16 - ADMINISTRATIVE ORI)ER (Continued) 
Exhibit E (Continued) 

The Division has filed a response to the deficiencies cited in the order and has implemented a plan to improve and expand the treatment plant. The EPA issued another order stating that construction and compliance must be completed by December 1,2001. The Division can be assessed up to $27,500 per day in penalties for noncompliance to the order. There have been no assessments by the EPA or penalties accrued in these financial statements. 
Note 17 - FEDERAL INVESTIGATION During 1997, the Division has come under investigation by a federal agency concerning its waste water disposal from its facilities. The investigation is in its initial stage. Presently, it is not possible to determine the effect of this investigation on the financial statements, if any. 
Note 18 - SUBSEQUENT EVENT On November 3, 1998, file citizens of St. Bernard Parish, by a special election, approved a V2% sales tax, commencing January 1, 1999. The proceeds of this tax are dedicated for improvements to the sewer and water system of the Division, including authority to fired the tax into bonds, provided that at least 25% of the annual revenues of the sales must be expended to correct inflow and infiltration in sewerage collection lines, or Io repair damage caused thereby, unless required for debt service on bonds or otherwise approved by at least two-thirds of the Council. 
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COMBINING STATEMENTDE C!|ANGES IN FUND EQUITY (!O~;TA!NED 1,7~ARNINGS AND CONTR1BUTI~D CAI'ITAL) St. Bernard Parish Govermnent Departnlent of Public Works Water and Sewer Division and tile Districts For the year ended December 31, 1998 
Walerand Sewer Division Water District No. 1 No. 2 Sewerage District No. 1 No. 2 

Schedule 3 

$ 9,044,389 $ 3,776,753 $ $1,381,804 $1,576,746 $15,779,692 571,950 
(560,257) (93,916) 
9,056,082 _ 3,682,837 
7,851,883 7.193,379 2,628,989 (272,735) 
560,257 93,916 

879,785 (36,072) 

571,950 
(124,937) (147,868) (926,978) 
256,867 1,428,878 15,424,664 
1,361,528 332,556 (194,984) (45,397) 2,079,80 
124.937 147,868 926,978 

1,041 129 7,014,560 843,713 1,291,481 435,027 20,625,910 
$ 20,097~211 ~ 10,697~397 $ 843,713 $ 2,548,348 $ 1,863,905 $ 36,050 574 



 



SCI1EDULE OF ANNUALI)EBT SERVICE REQUIREMENTS 

Years 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2(111 

St. Bernard Parish Government Department of Public Works Water and Sewer Division and the Districts 
December 31, 1998 

Water and Sewer Division 1991 and 1994 Revenue Bonds Principal Interest Total $ 725,000 760,000 790,000 830,000 875,000 915,000 965,000 1,010,000 105,000 110,000 120,000 125,000 135,000 

$ 381,998 349,510 314,360 276,608 236,165 193,025 145,975 95,430 41,650 34,300 26,600 18,200 9,450 

$ 1,106,998 1,109,510 1,104,360 1,106,608 1,111,165 1,108,025 1,110,975 1,105,430 146,650 144,300 146,600 143,200 144,450 
Total debt service requirements _$7~465 00Q: $2,123 271: $ 9,588 271 
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Sewer Districts Nos. 1 and 2 Public Improvement Bonds . Principal _ Interest Total Total Principal $ 401,000 $ 141,300 $ 542,300 $ 1,126,000 406,000 116,485 522,485 1,166,000 411,000 90,954 501,954 1,201,000 425,000 64,410 489,410 1,255,000 425,000 36,998 461,998 1,300,000 180,000 17,245 197,245 1,095,000 170,000 5,653 175,653 1,135,000 1,010,000 105,000 110,000 120,000 125,000 - - - 135,000 

Schedule 5 

Total Interest Total $ 523,298 $ 465,995 405,314 341,018 273,163 210,270 151,628 95,430 41,650 34,300 26,600 18,200 9,450 

1,649,298 1,631,995 1,606,314 1,596,018 1,573,163 1,305,270 1,286,628 1,105,430 146,650 144,300 146,600 143,200 144,450 
$2,418,000 $ 473,045 $2,891,045 $ 9,883,000 $2,596,316 $ 12,479,316 



Schedule 6 

889,191 
102,278 
991,469 (125,769 384,728 
641.041 
350,428 108,254 
93 to 1 
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Bourgeois Bennett 
REPORT ON COMPLIANCE AND ON INTERNAL CONTROl, OVER FINANCIAl, REPORTING BASED ON AN AUDIT OF TIlE COMBINED FINANCIAL STATEMENTS PERFORMED 1N ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the St. Bernard Parish Council, Cllalmette, Louisiana, 
We have audited the combined financial statements of the St. Bernard Parish Govcrmnent Department of Public Works Water and Sewer Division and tile Districts (the Division), as of and for tile year ended December 31, 1998, and have issued our report thereon dated April 30, 1999. We conducled our audit in accordance with generally accepted auditing standards and the slandards applicable to financial audits contained in Government Auditing Sta General of the United States. , issued by the Comptroller 
As part of obtaining reasonable assurance about whether the Division's combined financial statements are free of material misstatement, we performed tests of its cmnpliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts, llowevcr, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do no! express such an opinion. The results of our tests disclosed no instances of noncompliance d|at are required to be reported under Government Auditing Standards Internal Control Over Financial Reporting 
In planning and performing our audit, we considered the Division's internal control over combined financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the Division's combined financial statements and nol to provide assurance 

1340 West Tunnel Blvd., Suite 430 EO. Box 21SB Houma. tA 70361-2168 Phone (504) 868-0139 Fax (504) 87%1949 
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on tile internal control over financial reporting. However, we noted certain matters involving the iotcmal control over financial rcpot/ing and its operation that we consider to be re|mrlable cotlctitions. Rcpollable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgement, could adversely affect the Division's ability to record, process, summarize, and report financial data consistent with the assertions of management in the combined financial statements. A reportable condition is described in the accompanying schedule of findings and questioned costs as item 98-I. A material weakness is a condition in which the design or operation of one or more of tim inlcrnal conlro] componenls does not reduce to a relatively low level the risk that misstalements in amounts that would be material in relation to the combined financial statements being audited may occur and not be detected withing a timely period by employees in the normal course of performing their assigned functions. Our consideration oflhe internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to bc material weaknesses. However, we believe the repmlable condition described above is not a material weakness. We also noted other matters involving the internal control over financial reporting that wc have reported to management of the Division in a separate letter dated April 30, 1999. Tiffs report is intended solely for the information of the Administration of St. Bernard Parish Government, the St. Bernard Parish Council, the State of Louisiana and the Legislative Auditor for the State of Louisiana and is not intended to be and should not be used by anyone other than those specified parties. 

New Orleans, La., April 30, 1999. 
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SCltEDULE OF FINDINGS St. Bernard Parish Government Department of Public Works Water and Sewer Division and lhe Dis{ricts 
For the year ended December 31, 1998 

Seclion ! Summary of Auditor's Resnlts 
a) Financial Statements Type of auditor's report issued: unqualified Internal control over financial reporting ~ Material weakness(es) identified? ~ Reportable condition(s) identified that are not considered to be material weakness __yes X no 

X yes __ none reporled Noncompliance material to financial statements noted? __ yes X no 
b) Federal Awards St. Bernard Parish Government Department of Public Works Water and Sewer l)ivision and the Dishicts did not receive federal awards during the year ended December 31, 1998. Section 11 Financial Statcmenl Findings Internal Control 98-1 Criteria - The meter deposit payable general ledger account should be reconciled to the subsidiary ledger on a monthly basis. Conditiou - Currently the Division does not prepare a reconciliation of the meter deposit general leger control account and the subsidiary ledger. 
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SCItEDU1,E OF PRIOR YEAR FINDINGS 
St. Bernard Parish Government l)epartment of Public Works Water and Sewer Division and the Districts For the year ended December 31, 1998 

Section 1 Internal Control and Compliance Material to tile Combined Financial Statements 
Internal Control 97-1 Reeommendalion - The meter deposit payable general ledger account should be reconciled to the subsidiary ledger on a monthly basis. Management's Response - Unresolved, see finding 98-1 in the accompanying Schedule of Findings and Questioned Costs. 
97-2 Recommendation - The accounts receivable general ledger account should be reconciled to the subsidiary ledger on a monthly basis. Management's Response - Resolved 
Compliance 
97-3 Recommendation - The Division is required to make monthly deposits in|o the cash debt service sinking fund account on or before the 25th day of the month. The required monthly deposits for fiscal year 1998 was $92,489. Management's Response - Resolved 
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Section I Internal Control and Compliance Material to tile Combined Financial Statements (Continued) 
(~ompliance (Continued) 97-4 Recommendation - The bond indenture requires tile Division to deposit inlo tile rescrve and replacement account an amount equal to or greater than 5% of the prior month's operating expenditures for repairs and maintenance cost. 
Management's Response - Resolved. 

Seeliou II Internal Control and Compliance Material To Federal Awards SI. Bernard Parish Government Department of Public Works Water and Sewer Divisio,1 and the Dishiets did not receive federal awards during the year ended December 31, 1997. 
Section III Management Letter 97-5 Recon|mendation - There should be a formal documented review of the collaleralizafion of cash accounts on a monthly basis. Management's Response - Resolved. 
97-6 Recon|mendation - The Division should implement a program to fired the me~er deposfl cash account to an anaount equal to the meter deposit liability. Mauagement's Response - Unresolved, see finding 98-2 in the accompanying Management' Corrective Action Plan. 
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RE PI 
St. Bernard Parish Government Department of Public Works Water and Sewer Division and the Districts For the year ended December 31, 1998 

Section 1 Internal Control and Compliance Material to tile Combined Financial Stalements Internal Control 98-1 l~eeommendation - The Division should investigate and con'ect the difference between the meter deposit subsidiary and general ledgers. Also, reconciliations should be prepared on a monthly basis. Management's Corrective Action - A technical problem with flae computer system creates the difference between the meter deposit subsidiary and general ledgers. The Division is working to correct the problem with the financial software. Once the problem is eliminated, a monthly reconciliation will be perfomled to assure the accounts arc in balance. 
Compliance No compliance findings material to the combined financial statements were noted during the audit for the year ended December 31, 1998. 
Section 11 Internal Control and Compliance Material To Federal Awards St. Bernard Parish Government Department of Public Works Water and Sewer Division and the Districts did not receive federal awards during the year ended December 31, 1998. 
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Section Ill Management Letter 98-2 Recommendation - The Division should implement a program to fund tile meter deposit cash account to an amount equal to the meter deposit liability. Management's Corrective Action - The Administration does fidly reserve all current meter deposits. The lack of funds in the meter deposit account results fi'om the use of the funds in operations by the previous management of the Water and Sewer Division. The current Administration continues to address the deficit and has made progress in funding the meter deposit account. 98-3 Recommendation - The Division should upgrade its fixed asset accounting system, which is a spreadsheet application, to software that would maintain detail records of fixed assets and depreciation. Management's Corrective Action - The Division is evaluating various fixed asset software programs that should correct the problem within the accounting system. 



Bourgeois Bennett 
To the St. Bernard Parish Council Chalmette, Louisiana. 
We have audited the combined financial statements of the St. Bernard Parish Government, Department of Public Works Water and Sewer Division and the Districts, (the Division), component units of the St. Bernard Parish Government, State of Louisiana, as of and for the year ended December 31, 1998, and have issued our report thereon dated April 30, 1999. In planning and performing our audit we considered the Divisions's internal control in order to determine our auditing procedures for the purpose of expressing an opinion on the combined financial statements and not to provide assurance on internal control. Reportable conditions noted during our consideration of the internal control have been reported on in a separately issued report entitled "Independent Auditors' Report on Compliance and on Internal Control Over Financial Reporting Based on an Audit of the Combined Financial Statements Performed In Accordance With Government Auditing Standards." This memorandum summarizes other matters which have come to our attention. While not involving reportable conditions, these matters do present opportunities for strengthening the internal control and improving the operating efficiency of the Division. We have already discussed these comments and suggestions with various administrative personnel. We will be pleased to discuss these comments and suggestions with you in further detail at your convenience, perform any additional study of these matters, or assist you in implementing the recommendations. 

New Orleans, La April 30, 1999. 
1340 West Tunnel Blvd., Suite 430 PO Box 2168 Houma, LA 70361-2168 Phone (504) 868-0139 Fax (504) B79-1949 

Certified Public Accountants 
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To the St. Bernard Parish Council Page 2 
Meter Deposit Cash Account 
1) The Meter Deposit Cash Account of the Division is approximately 21% of the meter deposit liability at December 31, 1998. The Division should implement a program to fund the meter deposit cash account to equal the meter deposit liability. 

Fixed Asset Records 2) The fixed asset records are not complete. The donated lines are omitted and therefore the depreciation was not being recorded. Also, there are inconsistencies with the lives of the assets. The spreadsheet program that is currently being used is limited in detail and we recommend that the Parish use a fixed asset computer program to track the assets. 
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