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ELLIOTT & ASSOCIATES, INC. A t'r(~'ssioncff Accounting Corporation P. (). Box 1287 LeesviIle, Louisiana 71496-1287 w. M[cheal Elliott, CPA 
UNQUALIFIED OPINION ON GENERAL-PURPOSE FINANCIAL STATEMENTS-GOVERNMENTAL ENTITY ~_NO~LPENI2ENT AUDLTQR 'S RI~Zf'O_R_T 
District No. l 

] have audJte(1 the accompanying general-purpose financial statements of the South Vernon Waterworks District No. 3, a component unfit of the Vernon Parish Police Jury, as of and for the year ended December 3], ]997, as listed in the table of contents. These general-purpose financial statements are the responsibility of the South Vernon WatorworksDietrict No. I's management. My responsibility is to express an opinion on these general-purpose financial statements based on my audit. ] conducted my audit in accordance with generally accepted audftJng standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that I plan and perform the audit to obtain reasonable assurance abont whether- the general-purpose financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general-purpose financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall general- purpose finarlcia] statement presentation. I believe that my audit provides a reasonable basis for my opinion. in my opinion, the genera]~purpose financial statements referred to above present fairly, _in all material respects, the financial position of the South Vernon Waterworks District No. ] as of and for the year ended December 3], ]997, and the results of its operations and cash flows for tile year then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing St.andards, I have also issued a ]eport dated October 2], ]998, on my consideration of the South Vernon Waterworks District No. ]'s internal control over financial reporting and my ~:ests o~ its compliance with laws, regulations, contracts and grants. 



My audit was performed for the purpose of forming an opinion on the general purpose financial statements of the District taken as a who]e. The accompanying schedules, as listed in the table of contents, are presented for purposes of additional ana]ysls and are not a required part of the basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in my opinion, is fairly state, in all mater/a] respects, in relation to the basic financial statements taken as a who] e. 
Leesvil October , LouJ siana ] , ] 998 
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ELLIOTT & ASSOCIATES, INC. A Professional Accounting Colporalion P. O. Box 1287 Lecsville. Louisiana 71496- ] 287 W. Michcal Elliott, CPA 
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED ]N ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS Board of Commissioners ~qouth Vernon Waterworks District No. I RosepJne, ],ouisJana I have audited the financial statements of the South Vernon Waterworks District No. ] as of and for the year ended December 31, ]997, and ]lave issued my report thereon dated October 21, ]998. I conducted my audit ]n accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Comp]ionce As part of obtaining reasonable assurance about whether the South Vernon Waterworks District No. ]'s financial statements are free of material misstatement, I 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 my audit ond, accordingly, I do not express such an opinion. The results of my tests disclosed one instance of noncompliance that Js required to be reported under Government Auditing Standards which is described as follows: ~2J nji:Tlg : months of Th~s is a Managemel]t _ResJ~oDse: The CPA performing the examination of accounts had an external quality review performed Jn December ]997. Based on the results of that review, a specific letter of comment suggested that, due to the firm's size, the firm should consider retaining another qualified CPA firm to review all governmental type reports prior to issuance to improve its quality control features. The fSrm adopted the recommenda coordination of the pre-Jssuanc of certain reports until after reports beginning with the next the statutory time frame. 

and s e e thin 



_Over FJ cJal Re In planning and performing my audit, I considered the South Vernon Waterworks District No. l's internal control over financial reporting in order to determine my ~uditing procedures for the purpose of ex- pressing my opinion on %he financial statements and not to provided assurance on the internal control over financial reporting. My consideration of the internal control over financial reporting would not necessarily disclose all matters Jn the internal control that might be material weaknesses. 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 Jn amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. ] noted no matters involving the internal control over financial reporting and its operation that l consider to be mater] a] weaknesses. is intended for the information of management. However, J s a matter of public record and its distribution is not 
e, l.ouJ sJ ana 2], ]998 



 

South Vernon Waterworks District No. 1 SCHEDUI,E OF FINDINGS AND QUESTIONED COSTS For the Fiscal Year Ended December 31, 1997 ] have audited the fJnancial statements of South Vernon Waterworks District No. 9 as of and for the year ended December 31, 1997, and have issued my report thereon dated October 2], 1998. I conducted my audit in accordance with generally accepted auditing standards and the standards applicable to financial audJts contained in Government Auditing Standards, issued by the Comptroller General of the United States. My audit of the financial statements as of December 3], 1997 resulted Jn an unqualified opinion. Section I Summary of Auditor's Reports a. Report on Internal Control and Compliance Material to the Financial Statements 
( ) Yes ( ) Yes (X) No (x) No 

to Financial (X) Yes ( ) No 
b. Federal Awards Internal Control Material Weaknesses Reportable Conddtions Type of Opinion Unqua]ifie Disclaimer N/A 
( ) Yes ( ) No (X) N/A ( ) Yes ( ) No (X) N/A For Major Programs Qualified ( ) Adverse ( ) 

Are the]I findings required to be reported in accordance with Circular A-]33, Section .5]0(a)? ( ) Yes ( ) No (X) N/A 



c. Identification of Major Programs _Cg]DA Numbe_rlsl Name of Federal Proqram None None Dollar threshold used to distinguish between Type A and Type B Pro- grams: ~ N~A ls the audJtee a "low-risk" auditee, 

1997.3 

( ) Yes ( ) No as defined by OMB Circular A-]337 (X) N/A 
Section II Financial Statement Findings 

Lgte FJ]~u~: This audit report is not being issued within the six months of the close of its December 3], 1997 fisca] year-end. This is a violation of LA R.S. #24:513(A)(5)(a), but does net have any effect on the financial statements. A]] future reports should be issued within the required t/me frame. 
Section Ill Federal Award Findings and Questioned Costs N/A 

See independent auclitor's report 



South Vernon Waterworks District No. ] 

ASSETS 
Ba]ance Sheet December 31, 1997 

Cash (Note 2) Accounts receivable - water sales State revenue sharing receivable Ad va]orem taxes receivable (Note 3] Total current assets Restricted: Cash (Note 2) Ad valorem taxes receivable (Note 3) 
Organization costs (Note 4) Less: accumulated amertJzatJon Organization amortization) Fixed assets (Notes 5 and 8) Less: accumulated depreciation Fixed assets (net of depreciation) 

87 ]4 7 ]9 
527 623 086 821 _ 129~ q57 
232,685 _ 33~695 266,380 89,772 _ C8~ P_~ ) 
_ 50~806 3,292,858 
3,229~066 

The accompanying nc)tes are an integral part of this statement 



L,]ABILIT~IES AND EQUITY Current ] iabilities: Accounts payable Pension deduct] on payable-unrestricted Payroll taxes payable Total current liabilities C~rrent ]iabilSties payable from restricted assets: Pension deduction payable restricted Current maturities - genera] obligation bonds (Note 6) Current maturities - interim financing agreement - FHA (Note 8) Accrued interest payable (Note 6) Meter deposits Total current liabilities payable from restricted assets Long-term liabilities payable from restricted assets: 
Total long-term liabilities payable from restricted assets Total liabilities EquJ ty : Contributed capita] Reta] ned earnings: Reserved for gen bond inde-ntnre Unreserved-undes 

- FHA (Note 8) era] obligatJ on s j gnated (Note 9 ) Total retained earnings 
Total ]iabi]StJes and equity 

Exhib]t A 

678 712 b~.5 1,915 

I0,000 75,919 2~8~0 
_ 9_9,_97_9_ 
2,792,000 289~000 
3,]82,894 
520,063 
]66,40] 
_ _(ZZ~6%8) 



 

Exhibit B South Vernon Waterworks District No. 1 Statement of Revenues, Expenses, and Changes in Retained Earnings For the year ended December 31, 1997 
Total operating revenues 
Rent expense insurance expense Professional Fees Board per c]Jem ],ega] advertising Phone & utilitJes 
Miscellaneous expense 
Total operating expenses Operating income (loss) NonoperatJng revenues (expenses) : Miscellaneous income ]~iterest J ncome interest expense (Note 6) Pension fees State revenue sharing Ad va]orem taxes-restricted (Note 3) Ad valorem taxes-unrestricted (Note 3) Total nonoperating revenues (expenses) 

Add back amertJzat]en of contributed capital 

__16~ 718 ~82_401 
],006 7,377 (155,116) (1,922) 10,629 35,275 ]8~92 
(167,030) 9,937 ]34,445 __129~445 

The accompanying notes are an integral part of this statement 



CASII FI,OW Operating Adjustmen to n acti 

South Vernon Waterworks District No. 1 Statement of Cash Flows For the year ended December 31, 1997 S FROM OPERATING ACTIVITIES income ts to reconcile operating income et cash provided by operating vities: Depreciation Amortization Changes in assets and liabilities: Accounts receivable Accounts payable Customer deposits Retirement deductions payable Prior period adjustment Net cash (used) by operating activities 

Exhibit C 
$ (82,401) 
63,792 8,966 

CASH FI.OW$ FROM NONCAP]TAL FINANCING ACTIVITIES Ad va]orem taxes _ 28~_5]_1 CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES Ad valorem taxes Acquisition of property, plant and equ]pment Interest paid proceeds ~rom issuance of debt Additions to contributed capital Miscellaneous income Net cash (used) by capita] financing activities (:ASH FLOWS FROM INVESTING ACTIVITIES Interest received Decrease in cash CASH, BEGINNING OF YEAR CA.gH, END OF YEAR CLASS] F]ED AS Current Assets Restricted Assets 

34,832 

__7~377 (178,617) 
~!2%::?Jl $ 87,527 _232a685 

The accompanying notes are an integral part of this statement. 



South Vernon Waterworks District No. ] Notes to the Financial Statements December 3], ]997 
NQU~E_I--SUMMARy OF ~q]_GN]FICANT.ACCOUNTIN~ POLICIES The Vernon Parish Police Jury is a political subdivision of the State of Louisiana. The Vernon Parish Police Jury is the reporting entity for Vernon Parish as defined by NCGA Statement 3, "Defining the Governmental Reporting Entity." ]n April of ]984, the Financial Accounting Foundation established the Governmental Accounting Standards Board (GASB) to promulgate generally accepted accounting principles and reporting standards with respect to activities and transactions of state and local governments. ]n November of 1984, the GASB issued a codification o~ governmental accounting and financial reporting standards. This codification Js recognized as generally accepted accounting principles for state and local governments. South Vernon Waterworks District No. I, "District," J s a component unit of the Vernon Parish Police Jury as defined by GASB codification Section 2]00. Th~ District was created by the Vernon Parish Police Jury as authorized by Louisiana Revised Statutes 33:381]-21. The District is governed by a board of five commissioners appointed by the Vernon Paris]) Police Jury, who are responsible roy providing water service within the boundaries of the district. A. FUND ACCOUNTJNG South Vernon Waterworks District No. ] is organized and operated on a fund basis as a Proprietary Fund Type-Enterprise Fund. ]n an enterprise fund the accrual basis of accounting Js utilized and revenues are recognized when earned and expenses are recognized when incurred. Enterprise Funds are used to account for operations that are financed and operated Jn a manner similar to private business enterprises where the intent oi the governing body is that the costs (expenses, including depreciation) of providing goods or services to the general public on a continuing basis be financed or recovered primarily through user charges. 

]0 



South Vernon Waterworks District No. l Notes to the Financial Statements (Continued) NOTE ]--SUMMARY OF SIGNIFICANT ACCO B. BASIS OF ACCOUNTING S _NU_~ 
Basis of accounting refers to when revenues and expenditures or expenses are reported in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the measurement focus applied. Proprietary funds follow GAAP prescribed by the Governmental Accounting Standards Board and all Financial Accounting Standards Board's standards issued prior to November 30, 1989. A]] proprietary funds are accounted for on a flow of economic resources measurement focus. With this measurement focus, all assets associated with the operation of these funds are included on the balance sheet. Fund equity, (i.e., net total assets) Js segregated into contributed capital and retained earnings components. Proprietary fund-type operating statements present increases (e.g., revenues) and decreases (e.g., expenses) Jn net total assets. C. BAD DEBTS Uncollectible amounts due for ad valorem taxes are recognized as bad debts through the establishment of an allowance account at the time information becomes available which would indicate the uncol]ectibJlity of the particular receivable. D. CASH AN[) CASH EQUIVALENTS Cash includes amounts in petty cash, demand deposits, interest earning demand deposits, and money market accounts. Cash equivalents include amounts Jn time deposits, with maturities of tbree months or less. E. FIXED ASSETS The fixed assets of the waterworks district are accounted for on the balance sheet of the Enterprise Fund. The fixed assets of the District as shown on the balance sheet are recorded at historical cost. Depreciation is computed by the straight l~ne method based on the estimated useful life of the individual assets. F. INTEREST EXPENSE The District expenses interest as it Js incurred for accounting purposes and has not capitalized any previous interest expense. 

]i 



South Vernon Waterworks District No. ] Notes to the Financial Statements (Continued) 
NOTE 2--CASH AND ESTMENT COLLATERAL Under state law, the District may deposit funds with a fiscal agent bank organized under the laws of the State of Louisiana, the laws of any other state in the Union, or the laws of the United States. The District may invest in United States bonds, treasury notes, time eertJ fJcates of deposit of any bank domiciled or having a branch offjce J n the State of Louisiana, investments as stipulated in state law, or any other federally insured investment. At December 3], ]997, the District had cash and investments as ~o]]ews: UNRESTRICTED RESTRICTED TOTAL Cash (demand deposits) ~_87~527 _~2_32~685 ~320~_212 At year end, the carrying amount of the District's deposits (demand deposits and certificates of deposit) were $320,212, and the bank balances were $321,413. A summary of eollateralization of bank balances is presented below. $300,000 21L413 ~321,413 These deposits are stated at cost, which approximates market. Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the pledge el securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times at least equal the amount on deposit with the fiscal agent. The unco]]ateralized amount shown above is secured by pledged securities with a market value of $24,818 held in the name of the pledging fiscal agent banks in holding or custodial banks. Even though the pledged securities are considered uncollateralJzed under GAAP, ].ouisiana Revised Statutes impose a statutory requirement on lhe custodial bank to advertise and sell the pledged securities within ]0 days of being notified by the District that the fiscal agent has failed to pay deposited funds upon demand. 

12 



South Vernon Waterworks I)istrJct No. l Notes to the Financial Statements (Continued) 
NOTE 3thAi] VAI,OREM TAZES RJ]C_E]VABLE The District utilized the Vernon Parish Sheriff's office to co]]ec:t its property taxes using the assessed values determined by the tax assessor of Vernon Parish. 

For the $53,39?. year ended December 3], ]997 total taxer levied were The receivable at December 31, 1997 consisted entirely ol the current year assessment. debts for ad valorem taxer is not deemed time by management. NOTE 4_T-_Q]3GAN] ZAq]]ON C0ST~ 
A reserve for bad necessary at this 

Amortization of organization costs Jr computed on the straight-line method over five years. For the year ended December 31, 1997, amortization expense has been computed for nine months since the water system was placed in operation in April ]997. The breakdown of organization costs and accumulated amortization Jr as fo]]ows: }3a]ance, December 3], 1996 l.err: Accumulated amortization Balance, December 31, 1997 
$59,772 _.~8~966) 

Amortization expense for the year ended December 31, 1997, was $8,966. 

13 



South Vernon Waterworks District No. ] Notes to the FJnancia] Statements (Continued) 
NOTE 5r-<LX El) ASSETS & CONSTRUCTION-IN_-PROGRESS The following represents changes in fixed assets for the year 31, 1997: Ba]al]ce, 12~3]J96 Additions Deletions Land Autos and trucks Office equ]pment a~]d fixtures Water system 

$ 15,000 $ 
Ba]ance, 

--- $ --- $ ]5,000 16,219 --- ]6,219 8,222 3,25] ]],473 3_, ~90~ ]66 
Depreciation expense for the year ended December 31, ]997, was $63,79]. Depreciation was computed for nine months since the water system was placed in operation in April ]997. Constrtlction in progress activity for the year ended December 3], 1997 was as follows: Balance, January ], 1997 AddJt]ons Reclassifications Balance, December 3], ]997 

$ 2,671,553 578,613 
Construction in progress has been reclassSfied as water system fixed assets and depreciation has been computed for year ended December 3], ]997 based on the nine months that the system was in operation. 

]4 



South Vernon Waterworks District No. ] Notes to the Financial Statements Continued) 
NOTE 6--GENERAl LONG-TERM DEBT Bonds payable at December 31, ]997 ]s comprised of the following issue: Bonds payable, December 31 1996 Bonds issued 

Bonds payable, December 31 1997 
$309,000 

The above represents $3]8,000 in general obligation bends dated May ], ]994; due in annual installments of $],000- $26,000 through 2024; Jnterest at 5.40%-9.00%. The first principal installment was due on March ], 1996. The following represents interim financing activity for the District for the year ended December 31, ]997: 
Balance at 12/3]/96 Prior period correction 
Payments Balance at ]2/3]/97 

FHA Rey~_Bonds FI1A Rev. Bonds Seri es_A $2,7]2,000 $ 60,8]6 
24,]84 

The District will begin making principal payments in ]998 and only paid interest expense on its outstanding revenue bonds Jn 1997. The interest rate on these bonds is 4.875% and the FHA has not established a definitive amortization schedule at this t~me, but only a proposed one on which an approximate maturity date of the year 2028 has been set. 

]5 



Sohth Vernon Waterworks District No. 1 Notes to the Financial Statements (Continued) NOTE 6--GENERAl 
outstanding payments of 

LONG-TERM DEBT /Continued) requirements to as of December $3,564,428, are as ]998 ]999 2000 2OO] 2002 2003-2007 2008-20]2 20]3-20]7 20]8-2022 2023-2027 2028-2032 2033-2036 
NOTE_ .77.T]{:tT] GA%] ON 

amortize 31, 1997, follows: all revenue bonds including interest 

o$.~-6 6-A~A _~%8 
The District was not involved in any litigation nor did if. have asserted claims lodged against it. NOTE 8-AC.o_l]%rJbq_ted Cap:ita] - FHA Gran Changes Jn contributed capita] for the year ended Decembe~ 3], ]997 were as follows: Balance at December 31, ]996 

Amortization Balance a% December 3], ]997 NOTE .9-7PrJor Period Ac]justme_Ut 

16 

$ 24,]84 505,8]6 __~9~937) $520~063 



South Vernon Waterworks District No. i Notes to the Financial Statements (Continued) 
NOTF,. !0--RETA!NE_D EA_RNINGS DEFI_C.IT The District has an unreserved - undesignated deficit of $]94,049 at December 3], ]997. The District raised its water rate~ by approximately 20% in mid 1998 and hopes to begin eliminating the deficit through increased revenue and controlled spending. 

]7 



SU PPI,F.MENTAR~ INFORMAT]ON 
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South Vernon Waterworks District No. 1 Supp]ementary Information For the year ended December 3I, 1997 
COMPENSATION OF BOARD MEMBERS ~chgj~jle~.! 

The schedule of per diem paid to board members was prepared Jn compliance with House Concurrent Resolution No. 54 of the ]979 session ol the Legislature. 

Robert Bates Bill Churchman Deborah I)J xon Teddy Eaves Margaret GoJ ns E. Gracly Stephens 

Revised Statute 33:4564, diem for attendance at meetings of the 

]9 

Number At t e l] cted _Am__o ~! n t 3 1] ]0 8 ]2 
180 660 600 480 720 720 ~_ ~,.360 



SECTION I 
South Vernon Waterworks District No. 1 SCHEDULE OF PRIOR YEAR FINDINGS For the Fiscal Year Ended December 31, 1997 

Schedule 2 

INTERNAL CONTROL AND COMPLIANCE MATERIAL TO THE FINANCIAL STATEMENTS The~e were no prior year findings relating to internal control and compliance material to the financial statements SECTION ]I INTERNAL CONTROL AND COMPLIANCE MATERIAL TO FED- ERAL AWARDS ]%ere were no prior year findings relating compliance material to federal SECTION III MANAGEMENT LETTER 
to internal awards. 

r]'here was no management letter with prior year audit report 

20 



SECTION I 
]997.] 
SECTION II 

South Vernon Waterworks District No. 1 MANAGEMENT'S CORRECTIVE ACTION PLAN For the Fisca] Year Ended December 31, 1997 
Schedule 3 

INTERNAL CONTROL AND COMPLIANCE MATERIAL TO THE FINANCIAL STATEMENT 

INTERNAL CONTROL AND COMPLIANCE MATERIAL TO FED-- ERAL AWARDS 
SECTION III MANAOEMEN~ LETTER ~/A 

See independent audJtor's report 
21 


