
 



 



 



 



Bourgeois Bennett 

To the St. Bernard Parish Council Chalmelle, Louisiana. We have audited the accompanying 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, 1997, as listed in the table of contents. These combined financial statements are the responsibility &management of the St. Bernard Parish Government Department of Public Works Water and Sewer Division. Our responsibility is to express an opinion on these combined financial stalements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government AuditingStandards, 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 the combined financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the combined financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall combined financial statement presentation. We believe that our audit provides a reasonable basis for 
In our opinion, the combined financial statements referred to above present fairly, in all material respects, the financial position of the St. Bernard Parish Government Department of Public Works Water and Sewer Division and the Districts as of December 31, 1997, and the results of their operations and cash flows for the year then ended, in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued our report dated June 5, 1998 on our consideration of the St. Bernard Parish Government Department of Public Works Water and Sewer Division and Districts' internal control over financial reporting and our test of their compliance with certain provisions of laws, regulations, contracts and grants. 

1340 West Tunnel B~vd, Suite 430 F~O Box 2168 Hooma, LA 70361-2168 Phone (S04) 86B 0139 Fax (504) 879-1949 Certified Public I [~O Box 60600 Accountants I Consultants New Orleans, LA 70160-0600 A Limited Liability Company Heritage Plaza, Suite 000 Phone (504) 831-4949 Fax (504) 833-9093 504 West Second Street RO. Box 1205 Thibodaux, LA 70302-1205 Phone (504) 447-5243 



 



 



 



COMB! NEDSTATEMENT OER~VENUESAND EXPENSES St. Bernard Parish Government Department of Public Works Water and Sewer Division And the Districts For the year ended December 31, 1997 
Operating Revenues (Note 1) User fees Other operating revenues Total operating revenues Operating Expenses (Note 1) Personal services and related benefits Utilities Contractual services, supplies, and materials Professional services Insurance and claims expense Depreciation and amortization (Note 4) Other Total operating expenses Operating Income Nonoperating Revenues (Expenses) Ad valorem tax for debt retirement Interest earnings: Construction Other interest expense and bank fees Deductions from ad valorem taxes for debt retirement 
Total nonoperating revenues (expenses) Net Income 
See notes to combined financial statements 5 

$8,329,051 320,853 8,649,904 
2,710,188 1,086,640 1,269,323 150,548 82,169 2,344,176 52,149 7,695,193 954,711 
593,397 10,187 124,486 (608,744) (!8,478) 100,848 $1,055,559 



 



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, 1997 
Cash Flows From Operating Activities Operating income Adjustments to reconcile net operating income to net cash provided by operating activities: Depreciation and amortization (Increase) decrease in assets: Customer receivables Unbilled charges Inventory Prepaid expenses River intake receivable Increase (decrease) in liabilties: Accounts payable and accruals Customer and inspection deposits Total adjustments Net cash provided by operating activities Cash Flows From Noncapital Financing Activities Ad valorem taxes - operations and maintenance Stale revenue sharing Decrease in negative cash balances implicitly financed Loan from St. Bernard Parish Self Insurance Fund Net cash provided by noncapital financing activities Cash Flows From Capital Financing Activities Ad valorem taxes - debt retirement Payment on capital lease Interest paid on capital lease Purchase of capital assets Principal paid on bonds Interest paid on bonds Net cash used by capital financing activities 

Exhibit D 

$ 954,711 
2,344,176 (21,522) (259,029) (44,345) 36,567 346,500 (276,300) 88,629 2,214,676 3,169,387 
659,146 57,840 (1,153,681) 722r220 
285,525 
836,618 (17,692) (2,571) (601,884) (1,216,000) (644,069) (1,645~598) 



 



St. Bernard Parish Government Department Of Public Works Water and Sewer Division And the Districts December 31, 1997 
Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Exhibit E 

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 subdivision 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 the parish of St. Bernard. The Commission was composed of seven members representing the participating entities and assumed 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 enlities: St. Bernard Water District No. 1, St. Bernard 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. 1 and No. 2, was dissolved. The olher 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 the parish council assumed 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 accompanying combined financial statements include the St. Bernard Parish 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. The Division has two water plants that are capable of pumping and treating on the 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 99 employees at December 31, 1997, of which (99%) are covered by a collective bargaining agreement which expires in the year 2000. 
a) Reporting 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 includes 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 I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) a) Reporting Entity (Continued) Because the parish government is the governing board of the Districts, the Districts are determined to be component units of the 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 the other governmental units that comprise the governmental reporting entity. 
b) Basis of Presentation The accompanying combined financial statements of the Division have been prepared in conformity with generally accepted accounting principles (GAAP) as applied to government units. 
e) Fund Accounting The Division is organized 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 the intent of the governing body is that the cost (expenses, including depreciation) of providing services on a continuing basis be financed or recovered primarily lhrough user charges. 



 
Exhibit E (Continued) 

Note l - 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 maintenance. With this measurement focus, all assets and all liabilities associated with the 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 Enterprise Fund uses the following practices in recording certain revenues and expenses: i) 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 the combined balance sheet. 
Ad valorem taxes and the related state revenue sharing (which is based on population and homesteads in the parish) are recorded in the 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 



 
Exhibit E (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continned) d) Basis Of Accounting (Continued) ii) 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 Bond Issues. The cost of issuance on the 1991 Revenue Bond Issue of $58,707 is amortized, 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 I)ecember 31, 1997 is $251,294. Unamortized debt expense of Sewer District No. 1 is comprised of costs associated with the 1991 General Obligation Refunding Bond Issue. 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, 1997 is $16,489. 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, 1997 is $78,196. Amortization of debt expense for the year ended December 31, 1997 was $32,010. Depreciation expense on all exhaustible fixed assets is determined by the straight-line method using the estimated useful 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 (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
e) Use Of Estimates The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported 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 differ from those estimates. f) 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 certificates of deposit. Under state law, the Division may deposit funds 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. g) Inventory The Division maintains an inventory of parts and expendable supplies that is valued at the lower of cost or market. The inventory is recognized as an expense when consumed. h) lnterfnnd Receivables and Payables Interfund receivables and payables between the Division and Districts have been eliminated on the combined balance sheet at December 31, 1997. 
i) Restricted Assets Certain 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. 



 
Exhibit E (Continued) 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) j) Fixed Assets And Long-Term Liabilities Fixed assets of the Division are included on the combined balance sheet of the funds. Interest 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 accumulated depreciation. Depreciation is computed using the straight-line method, over the following useful 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 50-100 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 funds k) Fund Equity 

i) Contributed Capital 

Sewer Dislrict~ 
5 - 20 25 
10 - 20 

The Division's grants received that are restricted for the 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. 



 
Exhibit E (Continued) 

Note I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
k) Fund Equity (Continued) it) Reserves The Division's reserves represent those portions of fund equity legally segregated for a specific future use. !) Allowance For Doubtful Accounts 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 amounts. The allowance for doubtful accounts at December 31, 1997 is $44,846. 

Nole 2- CASIt AND CASH EQUIVALENTS State Law requires deposits (cash and certificates of deposits) of all political subdivisions be fully collateralized at all times. Acceptable collateralization 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 are 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 tile account of the political subdivision. In accordance with state law all cash and deposits were collateralized. Cash and deposits are categorized into three categories of credit risk Category 1 includes deposits covered by federal depository insurance or by collateral held by the 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. Category 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. 
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Nole 2 - CASH AND CASH EQUIVALENTS (Continued) 
Exhibit E (Continned) 

At year end the carrying amount and the bank balances of deposits of the Division and its Districts are as follows: Book 1 2 3 Balance Cash $2,879,810 Certificates of deposit 1.200.000 
Totals 

$2,701,745 1.200.000 
At December 31, 1997, cash and certificates of deposit in excess of the FDIC insurance were collateralized by securities held by unaffiliated banks for the account of the deposilors. The Governmental Accounting Standards Board (GASB), which promulgates the standards for accounting and financial reporting for state and local governments, considers these securities uncollateralized. Even though the pledged securities are considered uncollateralized under the provisions of GASB Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within 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: Beginning End of of Year Year Cash and ash equivalents Nonrestricted Restricted Total cash and cash equivalents 

$ 197,798 1.759.960 $ 686,114 3.215.631 
For purposes of the statement of cash flows cash overdrafts are considered a noncapital financing inflow. Supplemental cash flows information Interest paid during the year Noncash capital financing activity donated lines 
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$642,255_ $477,804 
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Note 4- FIXED ASSETS (Continued) 
Exhibit E (Continued) 

The composition of property, plant and equipment at December 31, 1997 by entity, is as follows: Division Water District No. 1 Water District No. 2 Sewer District No. 1 Sewer District No. 2 
$ 33,427,421 20,774,020 2,128,277 9,775,707 17.568.382 Total property, plant, and equipment 83,673,807 Less accumulated depreciation 

Net property, plant, and equipment 
(42,280,382) ~A_1,393,425 Depreciation expense totaled $2,312,166 for the year ended December 31, 1997 

Note 5 - 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 distinct plans, Plan A and Plan 13, wilh separate assets and benefit provisions. All employees ofthe Division are members of Plan A. For the year ended December 31, 1997, the total payroll for employees covered by the System under Plan A was $1,983,357. Plan Description - The Water and Sewer Division contributes to Plan A of the Parochial Employees' Retirement System of Louisiana (the System), cost-sharing multiple-employer defined benefit public employee retirement system (PERS), which is controlled an administered by a separate Board of Trustees. The System provides retirement, deferred and disability benefits, survivor's benefits an cost of living adjustments to plan members and beneficiaries. Act 205 of the 1952 Louisiana Legislative Session established the plan. 



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

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 report may be obtained by writing to Parochial Employees' Retirement System of Louisiana, P.O. Box 14619, Baton Rouge, Louisiana 70898-4619. Funding Policy - Plan members are required to contribute 9.5% of their annual-covered salary and the Water and Sewer Division is required to contribute at an actuarially determined rate. The current rate is 7.25% 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 tile years ended December 31, 1997, 1996 and 1995 were $161,364, $156,060 and $161,212, respectively, equal to the required contributions for each year. 
Nole 6 - POSTRETIREMENT ttEALTH 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) oil or after attaining any age with at least 30 years of service. As of the year end, 17 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 the Division. Retirees and active employees, however, are responsible for dependent coverage costs. The Division reimburses the first $20,000 of validated claims for medical and hospitalization costs incurred by pre-Medicare retirees and their dependents. Expenditures for postretirement health care benefits are recognized as retirees report claims and include a provision for estimated claims incurred but not yet reported to tile Division. During the year, expenses of approximately $49,387 were recognized for post- retirement health care. 

20 



Note7- LEASES 
a) Capital Lease 

Exhibit E (Continued) 

The Division records items under capital leases as assets and obligations in the accompanying financial statements. The Division has a capital lease for a computer billing system. The computer system is valued at $45,371 and is payable in 36 monthly payments of $1,493 which includes interest at 11.361%. The total due, excluding interest at December 31, 1997 is $11,452. The amount recorded in the accompanying financial statements under current liabilities is $11,452. The following is a summary of filture minimum lease payments under the capital leases, together with the present value of the net minimum lease payments, as of December 31, 1997: Total minimum lease payments for 1998 Less amount representing interest Present value of net minimum lease payments Less current portion 
Long-term portion 

$11,945 493 11,452 11,452 $ The total anaount of assets recorded as capital leases which are included in fixed assets is $61,739. The accumulated amortization of $13,373 is included in accumulated depreciation as is current year amortization expense of $6,174. 
b) Operating Lease The Division receives lease income from a right-of-way agreement. Tile annual rental income is $2,500 and is payable for ten years beginning September 1, 1995. At the end of the lease period the agreement may be renegotiated at no less than $2,500 a year. 
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Note 7- LEASES (Continued) 
Exhibit E (Continued) 

The Division also receives lease income from three 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 per year. The lease commenced 3une 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 Division also granted the St. Bernard Parish School Board the use of property at St. Bernard Highway and Palmisano Boulevard free 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 31. 1998 1999 2000 2001 2002 Thereafter Total 

$25,500 25,500 20,500 2,500 2,500 5,0~ 
Rental income for the year and December 31, 1997 was $27,588 



 



Note 8 - LONG-TERM LIABILITIES (Continued) 
Exhibit E (Continued) 

a) Public Improvement And General Obligation Bonds (Continued) The statutory debt limitation for each district follows: Outstanding Limila60n Debt Water District No. 1 Sewer District No. 1 Sewer District No. 2 $23,390,773 4,098,497 20.562.215 $ 155,000 445,000 2.364.000 
The bonds were issued to construct improvements and extensions to the water- works and sewerage systems. Public improvement bonds are comprised of the following individual issues: l) $2,500,000 Public hnprovement Bonds of the Water District No. 1 issue of September 1, 1973, due in annual installments of $155,000 bearing an interest rate of 5.70 percent through March 1, 1998, Amount outstanding - $155,000. 
2) $675,000 General Obligation Refunding Bonds of the Sewer District No. 1 issue of September 1, 1991, due in annual installments of $10,000 to $90,000 bearing interest rates of 5.2% to 6.5% through March 1, 2003. Amount outstanding - $445,000. 3) $240,000 Public hnprovement 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 $4,000. 4) $3,295,000 General Obligation Refunding 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 5.2% to 6.650% through March 1, 2005. Amount outstanding - $2,360,000. 
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Note 8 - LONG-TERM LIABILITIES (Continued) b) Revenue Bonds 

Exhibit E (Continued) 

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~/'0 and debt service payments from $400,000 to $990,000. As a result of the defeasance $7,950,000 Series 1994 Revenue Refunding Bonds were issued. The interest rate on the new bonds ranges from 3% to 5.2% and the bonds mature on August 1, 2006 with debt service payments due in annual principal installments ranging from $115,000 to $940,000. The balance outstanding at December 31, 1997 is $7,049,000. The 1991 Revenue Bonds are due in annual principal installments of $40,000 to $135,000, bearing interest rates of 6.00 to 7.10 percent through August 1, 2011. The balance outstanding at December 31, 1997 is $1,120,000. 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 fund 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 improvements 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 are sufficient to pay debt service on all outstanding bonds and to maintain tile funds 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, 1997, 
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Note 8- LONG-TERM LIABILITIES (Continued) b) Revenue Bonds (Continued) 

Outstanding at January 1, 1997 Payments 

Exhibit E (Continued) 

is 3.07 to 1. The ratio is less 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 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. 2. A debt service reserve account with the sum equal to the maximum annual debt service on the bonds. 3. A renewal and replacement account with monthly deposits of 5% of the 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, 1997, the cash and cash equivalent balances in the debt service account, the debt service reserve account, and the renewal and replacement account are $474,328, $1,154,687, and $863,588, respectively. The account balances in the debt service reserve and renewal and replacement account exceeds the minimum requirements of the bond indenture. The account balance in the debt service account is less than the minimum requirements of the bond indenture. 
The following is a summary of the bonds payable transactions for the year ended December 31, 1997: 

Outstanding at December 31, 1997 

Water and Sewer Division $8,830,000 670,000 
Water District N0, I $310,000 155.000 
. ScwerDi~lrjct ~ No, 1 NO, 2 
$505,000 60,000 $2,695,000 331,000 $12,340,000 1.216.000 
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Note 8- LONG-TERM LIABILITIES (Continued) b) Revenue Bonds (Continued) 

Exhibil E (Continued) 

The annual requirements to amortize all bonds outstanding at December 31, 1997 including interest are as follows: Year Ending December 31. Principal lnteresL_ Total 
1998 1999 2000 2001 2002 2003-2011 
Totals 

Note 9- RESERVED RETAINED EARNINGS 

$ 1,241,000 1,126,000 1,166,000 1,201,000 1,255,000 5.135.000 
$ 581,840 523,298 465,995 405,314 341,018 860.691_ 
$ 1,822,840 1,649,298 1,631,995 1,606,314 1,596,018 5.995.691 

The St. Bernard Water and Sewer Division has established three reserves as reflected on the balance sheet, as follows: 
a) Reserve for capital renewal and replacement - accumulates 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 funds 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% oflhe 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 $7,205,819 at December 31, 1997. 
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Note 9- RESERVED RETAINED EARNINGS (Continued) 
Exhibit E (Continned) 

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 Environmental Protection Agency. The Division also irrevocably pledges money held in this reserve to the bond holders as additional security for the bonds. Upon completion of the projects, 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 the long-term portion of the 1991 and 1994 revenue bonds payable to reduce the reserve. The reserved retained earnings are $1,622,258 at December 31, 1997. c) Reserve for debt service - this reserve consists of two accounts. 1) The debt service account accumulates money from 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, 1997, the reserved retained earnings deficit was $(347,391). 
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Note 11 - CONTINGENCIES 
Exhibit E (Continued) 

The Division is involved in various claims for alleged negligence. The exposure to the Division is estimated to be approximately $56,772, The estimated claims liability is computed based on information received from the insurance company. The claims liability of $56,772 at December 31, 1997 is presented at current value and has not been discounted. Note 12 - SELF INSURANCE 
The Division is self insured for hospitalization claims up to approximately $20,000 per 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 smwice company. The estimated claims liability is computed based on information received from tile administrator of the plan. The following represents a reconciliation of total claims liability: 
Claims liability at beginning of year Less claims paid during the year Plus claims incurred 
Claims liability at end of year 

1997 !996 . 1995 $ 40,587 $ 41,634 $ 40,846 
(320,624) 340.141 (406,558) _~D5.511 (233,394) 234.182 

The claims liability at December 31, 1997 is presented at current value and has not been discounted. Effective February 1, 1997, the Division established a self-insurance fired for their workman's compensation, unemployment compensation, general and automobile liability. The division is self insured for claims up to $250,000 per occurrence. They have an 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 orS1,000,000. The fund is administered by a independent insurance service company. 
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Note 12 - SELF INSURANCE (Continued) 
Exhibit E (Continued) 

Estimated claims liability related to the current year's general liability, auto and workers compensation was determined by using the average annual claims expense incnrred for each type of coverage. The following represents a reconciliation of total claims liability Claims liability at January 1, 1997 Claims paid during 1997 Plus provision for incurred claims (63,532) 86.858 Claims liability at December 31, 1997 $ 23,32fi Note 13 - OPERATING TRANSFERS An operating transfer of $731,733 was made between the Water and Sewer Division and Water District No. 1, Sewer District No. 1 and Sewer District No. 2. The transfer was made for the Division's portion of 1996 ad valorem taxes and state revenue sharing for maintenance and operations which was collected during 1997. Note 14 - COMPENSATION PAID TO COUNCIL MEMBERS The Division did not pay any compensation to the members of the St. Bernard Parish Council. Note 15 - GAIN ON DAMAGE SETTLEMENT The St. Bernard Water and Sewer Division suffered substantial damage to its Mississippi River water intake crib, fender and pipe from batture to crib in two separate tow boat accidents during 1994. The Division has incurred $572,262 in costs to repair the damaged structure. The Division has recovered $364,135 from insurance proceeds and $344,414 from lawsuit judgement proceeds. For the year ended December 31, 1997 a gain on damage settlement in the amount of $136,287 was recorded as other operating revenues in file combined financial statements. 
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Note 16 - COMPENSATED ABSENCES 
Exhibit E (Continued) 

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 from their accumulated vacation and the remainder is paid in cash. Employees earn 12 days of sick leave each year, which may accmnulate to an unlimited number of days but does not vest. At December 31, 1997, the accrued vacation was $258,062. 
Note 17 - CUSTOMER DEPOSITS The Division has used funds from Customer Meter Deposit cash account to pay operating expenses and capital improvements, At December 31, 1997 the customer meter cash account had a balance of $150,896 and the customer meter deposits liability was $1,088,654. 
Note 18 - ADMINISTRATIVE ORDER During 1996, the Division received an administrative order from the United Stales Environmental Protection Agency (EPA). The order stated that the Division has violated 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 noncompliant discharges cited in the findings or to submit a comprehensive plan to eliminate and prevent recurrence of violations cited in the findings. The Division has filed a response to tile deficiencies cited in the order. Tile Division can be assessed up to $25,000 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 19 - 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. 
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Cash Flows From Operating Activities Operating income (loss) Adjustments to reconcile net operating income (loss) to net cash provided by operating activities: Depreciation and amortization (Increase) decrease in assets: Customer receivables Dnbilled charges Inventory Prepaid expenses River intake receivable Increase (decrease) in liabilities: Accounts payable and acenlals Total adjustments Net cash provided by operating activities Cash Flows From Noneapital Financing Activities Ad valorem taxes - operations and maintenance State revenue sharing Decrease in negative cash balances ilnplicitly financed Transfer (to) from other funds Loan from St. llemard Parish 

COMBINING STATI~MENT_OECASII FLOWS 

Self Insurance Fund Net cash provided by noneapltal financing activities Cash Iqows From Capital Financing Activities Ad valorem taxes - debt retirement Payment on capital lease Interest paid oil capital lease Purchase of capital assets Principal paid on bonds Interest paid on bonds 

St. Bernard Parish Government Department of Public Works Water and Sewer Division And the Districts For the year ended December 31, 1997 
Water and Sewer Division .. Water District No. 1 No. 2 

Schedule 4 

Se~vergge D!strict No. 1 _ No. 2 Tota $ 1,973~987 $ 2(293~966) $ (38~737) $(274~960) $(411,613) $ 954,7 
,324,900 293,966 (21,522) (25%029) (44,345) 36,567 346,500 

38,737 274,960 411,613 2,344,176 

1~195~400 _ 293,966 . 38,737 
3~169~387 
423,370 37,969 (I,153,681) 703.727 722~22Q _ 

27~266 __ 7,08[ 
(155,000) ~13~13) Net cash used by capital financing activities . (!fl33~473) 10,925 (;ash Flows From Investing Activities Interest on cash management activities Net Increase in Cash and Cash Equivalents 1,815,692 Cash and (;ash Equivalents Beginning of year I!nd ofyear 1,513,92 
7~789 909 25,795 25,794 19,800 

L 274,960 4tl,613 

235,776 19,871 

(21,522) (259,029) (44,345) 36,567 346,500 (!87,671) 2,214,676 
3,169,387 

(250,777) (I 
4~870 558,179 
(331,000) (!59,45!) 
67,728 14,557 87.155 

659,146 57,840 

836,618 (17,692) (2,571) (601,884) (1,216,000) (644,069) 
(I,645,598) 
134,673 943.987 

$ 3,329,61_3 ~ ]5!,589 $ 20,709 ~ ::90~337 ~ 309,497 $ 3,901,745 38 



SCHEDULE OF ANNUAL DEBT SERYICE REQUIREMENTS 

Years 
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

St. Bernard Parish Government Department of Public Works Water and Sewer Division And the Districts December 31, 1997 

Total debt service requirements 

39 

Water and Sewer Division 1991 and 1994 Revenue Bonds Principa! . Interest . Total $ 695 000 $ 725 000 760 000 790 000 830 000 875 000 915 000 965 300 1,010,000 105,000 110,000 120,000 125,000 135,000 

412 381 349 314 276 236 193 145 

162 998 510 360 608 165 025 975 95,430 41,650 34,300 26,600 18,200 9,450 

$ 1,107,162 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 
$ 8,160,000 $ 2,535,433 $ 10,695,433 



 

Water Districts Nos. 1 and 2 and Sewer Districts Nos. 1 and 2 Public Improvement Bonds Principa~ Interest Total $ 546,000 $ 401,000 406,000 411,000 425,000 425,000 180,000 170,000 

169,678 $ 141,300 116,485 90,954 64,410 36,998 17,245 5,653 

715,678 542,300 522,485 501,954 489,410 461,998 197,245 175,653 

$2,964,000 $ 642,723 $3,6Q6,723 

40 

Total Principal $ 1,241,000 1,126,000 1,166,000 1,201,000 1,255,000 1,300,000 1,095,000 1,135,000 1,010,000 105,000 110,000 120,000 125,000 135.000 

Schedule 5 

Total Interest Total $ 581,840 $ 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 

1,822,840 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 
$11,124,000 ~3,178,156 $14,302,156 



 



 



 



Bourgeois Bennett 
REI'ORT ON COMPI,IANCE AND ON INTERNAl 
AUDIT OF THE COMBINED FINANCIAl, STATEMENT,q GOVERNMENT AUDITING STANDARDS 

3"0 the St. Bernard Parish Council, Chalmelle, Louisiana. 
We have audited the combined financial statements of the St. Bernard Parish Government l)epartmeut of Public Works Water and Sewer Division and the Districts (the Division), as of and for tile year ended December 31, 1997, and have issued our report thereon dated June 5, 1998. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in General of the United States. ing Standards, issued by the Comptroller 

Compliance As part of obtaining reasonable assurance about whether the Division's combined financial statements are free of material misstatement, we performed tests of its compliance 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. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed instances of noncompliance that are required to be reported under Government Auditing Standards and which are described in tile accompanying schedule of findings as items 97-3 and 97-4. 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 not to provide assurance 
1340 West Tunnel Bird, Suite 430 RO Box 2160 Houma, LA 70361-2168 Phone (504) 868 0139 Fa~ (504) 87%1949 
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on the internal control over financial reporting. However, we noted certain matters involving the internal control over financial reporting and its operation that we consider to be reportable conditions. Reporlable 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. Reportable conditions are described in the accompanying schedule of findings and questioned costs as items 97-1 and 97-2. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements 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 ofperforlning their assigned fnnctions. Our consideration of the 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 be material weaknesses, lIowever, we believe that none of the reportable conditions described above, is a material weakness. 
This report is intended for the information of the Administration of St. Bernard Parish Government, the St. Bernard Parish Council, and the Legislative Auditor for the State of I,ouisiana. Itowever, this report is a matter of public record, and its distribution is not limited. 

New Orleans, La June 5, 1998. 

i.~.c 
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St. Bernard Parish Government Department of Public Works Water and Sewer Division And the Districts For the year ended December 31, 1997 

Section I Summary of Auditor's Results a) Financial Statements Type of auditor's report issued: unqualified Internal control over financial reporting ~ Materialweakness(es) identified? ~ Reportable condition(s) identified that are not considered to be material weakness __ yes _X__ 11o 
_N_ yes __ none reported Noncompliance material to financial statements noted? ._X_X yes __ no 

b) 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, 1997. 
Section 11 Financial Statement Findings Internal Control 97-1 Criteria - The meter deposit payable general ledger account should be reconciled to the subsidiary ledger on a monthly basis. 

Condition - Currently the Division does not prepare a reconciliation of the meter deposit general leger control account and the subsidiary ledger. 
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Section II Financial Statement Findings (Continued) 97-1 (Continued) Qnestioned Cost - None Context - Not applicable Effect - At December 31, 1997, there is a difference between the general ledger control and subsidiary ledger account balances. The subsidiary ledger account balance exceeded the general ledger account balance in the amount of $66,725. Cause - Management oversight Recommendation - The Division should investigate and correct the difference between the meter deposit subsidiary and general ledger. Also, reconciliations should be prepared on a monthly basis. Views of responsible officials of the auditee when there is disagreement with the finding, to tile extent practical - None. 97-2 Criteria - The accounts receivable general ledger account should be reconciled to the subsidiary ledger on a monthly basis. Condition - Currently the Division does not record billings and collections to the accounts receivable general ledger account and no reconciliation is prepared on the accounts receivable general ledger account and the subsidiary ledger. Questioned Cost - None Context - Not applicable Effect - The accounts receivable general ledger account does not properly reflect the customers accounts receivable due. Cause - Management oversight. Recommendation - The Division should begin posting water and sewer billings and collections to the accounts receivable general ledger account. Also, the division should begin reconciling the accounts receivable general leger account to the subsidiary ledger. 
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Section 11 Financial Statement Findings (Continued) Internal Control (Continued) 
97-2 (Continued) 
Compliance 
Views of responsible officials of the auditee when there is disagreement with tile finding, to the extent practical - None. 

97-3 Criteria - The Division is required to make monthly deposits into tile cash debt service sinking fund account on or before the 25th day of the month. The required monthly deposits for fiscal year 1977 was $92,489. Condition - The Division made three of the twelve deposits required by the bond indenture. Questioned Cost - None Context - Not applicable Effect - The Division is in violation of its bond covenant. 
Cause - Serve cash flow problems Recommendation - The deposits into the cash debt service sinking fund account should be made by the 25th day of the month for the required deposit amount. Views of responsible officials of the auditee when there is disagreement with tile finding, to the exteut practical - None. 97-4 Criteria - The bond indenture requires the division to deposit into the reserve and replacement account an amount equal to or greater than 5% of the prior month's operating expenditures for repairs and maintenance cost. Condition - The Division failed to make three of the required twelve deposits during the year ended December 31, 1997. However, for the year more than 5% oflhe operating expenditures for repairs and maintenance were deposited into this account. Questioned Cost - None 
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St. Bernard Parish Government Department of Public Works Water and Sewer Division And the Districts 
For the year ended December 31, 1997 

Section I Internal Control and Compliance Material to the Combined Financial Statements Internal Control 96-1 Recommendation - In order to avoid understating cash and accounts payable lhe Division should process invoices for payment when the funds are available. 
Management's Response - Resolved 

Compliance 96-2 Recommendation - The deposits into the cash debt service sinking fund account sbould be made by the 25th day of the month at the required deposits amount. Management's Response - Partially resolved, see finding 97-3 96-3 Recommendation - Deposits into the reserve and replacement cash account should be made by the 25~ day of the month in an amount equal to or greater than 5% of the prior months operating expenditures. Management's Response - Partially resolved, see finding 97-4 96-4 Recommendation - The reserve and replacement cash account should be replenished in order to meet the $100,000 minimum balance requirement. Management's Response - Resolved 
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Section 1 Internal Control and Compliance Material to tile Combined Financial Statements (Continued) Compliance (Continued) 96-5 Recommendation - The Division should review tile bond indenture ratio calculation and monitor the monthly operations to determine that the debt ratio of 1.25 is met. Management's Response ~ Resolved 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, 1996. Section II1 Management Letter 96-6 Recommendation - The Division should analyze the difference between the meter deposits general ledger account and the subsidiary ledger and correct the variance. Management's Response - Unresolved, see finding 97-1 96-7 Recommendation - The Division should carefully review all types of supplies being purchased to determine if supplies are being purchased that exceed the $10,000 limit. In addition, the Division should carefully review items being repaired to determine if the repair is an ongoing routine type of repair, lfthe repair is ongoing and routine by nature, then the public bid law requirements should be observed. Management's Response - Resolved. 96-8 Recommendation - The Division should fund the meter deposit cash account by an amount equal to the meter deposit liability. Management's Response - Unresolved, see finding 97-6 96-9 Recommendation - The Division should review the inventory tracking procedures to determine if the changes can be made to the computer system to coITect the subsidiary ledger reports. Management's Response - Resolved 
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MANAC.EMENT'S CORRECTIVE ACTION PLAN 
St. Bernard Parish Government Department of Public Works Water and Sewer Division And the Districts For the year ended December 31, 1997 

Section 1 Internal Control and Compliance Material to tile Combined Financial Statements internal Control 97-1 Recommendation - The Division should investigate and correct the difference between the meter deposit subsidiary and general ledgers. Also, reconciliations should be prepared on a monthly basis. Management's Corrective Action: The meter deposit subsidiary ledger has been reconciled with the general ledger as of June 1998. The meter deposits subledger will be reconciled monthly as part of the monthly financial statement presentation. 97-2 Recommendation - The Division should begin posting water and sewer billings and collections to the accounts receivable general ledger account. Also, the division should begin reconciling the accounts receivable general ledger account to the subsidiary ledger. 

Compliance 
Management's Corrective Action: The accounts receivable subsidiary ledger has been reconciled with the general ledger as of June 1998. The account receivable sublcdger will be reconciled monthly as part of the monthly financial statement presentafion. 

97-3 Recommendation - The deposits into the cash debt service sinking fund account should be made by the 25th of the month for the required deposit amount. 
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Section I Internal Control and Compliance Material to the Financial Statements (Continued) Compliance (Continued) Management's Corrective Action: During 1997, the Division had a severe cash flow problem and could not transfer funds into the debt service sinking fund as required by the bond convent. In June 1997, a rate increase was approved and the cash flow for the Division improved. As of the writing of this response, all transfers have been made for 1998 in accordance with bond convents and are expected to be made in future. 97-4 Recommendation - The Division should make the twelve monthly payments to the reserve and replacement account by the 25th day of the month. Management's Corrective Action: During 1997, the Division had a severe cash flow problem and could not transfer funds into the reserve and replacement account as required by the bond convent. In June 1997, a rate increase was approved and the cash flow for the Division improved. As of the writing of this response, all transfers have been made for 1998 in accordance with bond convents and are expected to be made in future. 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, 1997. 
Section I11 Management Letter 97-5 Recommendation - There should be a formal documented review of the collateralization of cash accounts on a monthly basis. Management's Corrective Action: As part of the monthly bank reconciliation, the collateralization is now being checked against the bank balances. 97-6 Recommendation - The Division should implement a program to fund the meter deposit cash account to an amount equal to the meter deposit liability. Management's Corrective Action: The administration agrees with this comment and is currently looking at several options to replenish the meter deposit account. 
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Bourgeois Bennett 
t~ ~r7 CO To the St. Bernard Parish Council, .% ~2 Chalmette, Louisiana. ~ ~" ~'1 S):- '~ We have audited the combined financial statements of the St.Bernard ~arlsht2" ~ r~ Government, Department of Public Works Water and Sewer Division and the District, (the6 Division), component units of the St. Bernard Parish Government, State of Louisiana, a~f and for the year ended December 31, 1997, and have issued our report thereon dated June 5, 1998. 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 various 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 many of 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., June 5, 1998. 
1240 West ltmrlel Bird, Suite 430 ~O Box 2168 Ioklrl*3, L A 70361-2168 Pbotle (504) 868-0139 F~x (504) 879.1949 

Certified Public Accountants 
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To the St. Bernard Parish Council Page 2 
Collateralization 1) The Division is required to have collateral in excess of the insured current bank balances. Collateralization information is provided to the Division on a monthly basis, but there is no formal documented review of the collateralization to determine if it is adequate. We recommend that a formal documentation of the review of the collateralization be implemented by the Division. Meter Deposit Cash Account 2) The Meter Deposit Cash Account of the Division is approximately 13% of the meter deposit liability at December 31, 1997. The Division should implement a program to fund the meter deposit cash account to equal the meter deposit liability. 
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