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UNQUALIFIED OPINION ON COMPONENT UNIT FINANCIAL STATEMENTS To the Board of Commissioners Jefferson Davis Parish Water District No. 4 We have audited the component unit financial statements of the Jefferson Davis Parish Water District No. 4, as of and for the year ended June 30, 1997, as listed in the accompanying table of contents. These financial statements are the responsibility of the District's management. Our responsibility is to express an opinion on these component unit financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing St~mdards 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 financial statements are free of material misstatements. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimatas made by management as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the cornpunent unit financial statements referred to above present fairly, in all material re:;pects, the financial position of the Jefferson Davis Parish Water District No. 4 as of'June 30, 1997, and the re~;ults of its operations mid cash flows for the year then ended in conformity with generally accepted accounting principles. The financial hfformatiun for the preceding year, which is included for comparative purposes, was taken form the financial report for that year in which we expressed an unqualified opinion on the component unit financial statements. In accordance with Government Auditing Standards, we have also issued a report dated October 24, 1997, on our consideration of the District's internal control over reporting and our test of it's compliance with certain provisions of laws, contracts, and grants. 
FREDERICK, NORTON, ROBERT & SCHULTHESS October 24, 1997 



JEFFERSON DAVIS PARISH WATER DISTRICT NO. 4 Component Unit Balance Sheet As of June 30, 1997 and 1996 ASSETS 
CURRENT ASSETS: Cash - American Bank Cash - American Bank (Special Fund) Cash - Petty Cash Total Cash Accounts Receivable - Customers Prepaid Insurance TOTAL CURRENT ASSETS RESTRICTED ASSETS: Water Revenue Bond and Interest Sinking Fund Water Reserve Fund Water Depreciation and Contingency Fund TOTAL RESTRICTED ASSETS UTILITY PLANT IN SERVICE: Water Wells Main Plant Filtration System Water Lines Office Equipment Machinery and Equipment Total cost of I)epreciable Utility Plant in Service Less: Depreciation Allowance Net Depreciable Utility Plant in Service Land and Land Rights TOTAL UTILITY PLANT IN SERVICE TOTAL ASSETS 

63,423 0 47 63,470 21,606 2.737 87,813 
118,269 32,219 48,580 199,068 
198,859 195,875 238,768 739,783 4,392 41,477 1,419,154 335,271 1,083,$83 3,580 1,087,463 

1996 20,493 41,214 47 61,754 21,562 2,880 86.196 
73,517 27,774 41,759 43,050 
198,859 195,875 238,768 739,783 6,757 35,999 1,416,041 299.783 1,116,258 3.580 1.119.838 

$ 1,374,344 $ 1,349,08.4 

The accompanying notes are an integral part of these component unit financial statements 2 
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JEFFERSON DAVIS PARISH WATER DISTRICT NO. 4 Component Unit Balance Sheet As of June 30, 1997 and 1996 

CURRENT LIABILITIES: Accounts Payable Salaries Payable Sales Tax Payable Payroll Tax Payable Interest Payable Notes Payable No. I - FmHA (due in one year) Notes Payable No. 2 - FmHA (due in one year) TOTAL CURRENT LIABILITIES OTHER LIABILITIES: Notes Payable No. 1 - FmHA (less current) Notes Payable No. 2 - FmHA (less current) Customer Deposits Payable TOTAL OTHER LIABILITIES TOTAL LIABILITIES RJ3SERVES: Reserve Water Revenue Bond and Interest Sinking Fund Reserve Water Resez~ce Fund Reserve Water Depreciation and Contingency Fund TOTAL RESERVE CONTRIBUTIONS: Federal Farmers Home Mortgage - Grant Less: Allocation of Grant for year ended 6/30/97 and 6/30/96 
PO3TAINED EARNINGS 

$ 1_99._.7 2,067 3,260 396 1040 17,658 6,000 1,667 32,088 
620,000 149,317 57,463 826,780 858,868 
73,164 30,448 47,579 51,191 
335,053 14,136 320,917 43,368 

1,037 3,260 443 173 17,658 6,000 1,502 30,073 
626,000 152,288 53,693 831.98 862,054 
73,5 27,7 41.7 43.0 
348,560 13,507 335.053 8,927 TOTAL LIABILITIES, RESERVES, CONTRIBLr'HONS, AND RETAINED EARNINGS $ 1,374,3~ $ 1,349,084 

The accompanying notes are an integral part of these component unit financial statements 3 



 



JEFFERSON DAVIS PARISH WATER DISTRICT NO. 4 Component Unit Stotement of Cash Flows For the Year Ended June 30, 1997 and 1996 
CASH FLOWS FROM OPERATING ACTIVITIES Operating income Adjuslmants to reconcile net operating income to net cash provided by operating activities: Depreciation Decrease (Increase) in accounts receivable Decrease (Increase) in prepaid expenses Increase (Decrease) in current payables Increase (Decrease) in accrued expenses Increase (Decrease) in other liabilities NET CASH PROVIDED BY OPERATING ACT1VITIF, S 
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES: Payments for capital acquisitions Principal repayments NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES CASH FLOWS FROM INVESTING ACTIVITIES: Interest earned on investments Interest paid NET CASH USED FOR INVESTING ACTIVITIES NET CASH INCREASF~ (DECREASE) FOR YEAR Cash and cash equivalents at beginning of year Cash and cash equivalents at end of year 

$ 1997 67,048 $ 
40,589 (44) 143 1,030 0 4,590 113,356 0 
(8,214) (8,806) (17,020) 
6,260 (44,862) (38,602) 57,734 204,804 

1996 69.803 
38,699 (2,830) 400 (2,048) (2,409) 5,350 06.965 0 
(22,259) (6,419) (28,678) 
4,651 (45,030) (40,379) 37,908 66.896 

SUPPLEMENTAl. DISCLOSURES: I. Accounting Policy Note: Cash Equivalents - The District cortsidets only eo.sh to be cash mad eo.sh equivalents. 2. Debt Note: 19uring the year the District paid interest of $ 44,862. 3. Income Tax Note 4. Acquisition NOVZ: The District is not subject to federal and slate income taxes, due to being a political subdivision of the State of Louisiana, Parish of Jefferson Davis. The District had additions to utility plant in service and machinery and equipment of $ 2,736 lind $ 5,478, respectfully. 
The accompanying notes are an integral part of these component unit financial statements 5 



JEFFERSON DAVIS PARISH WATER DISTRICT NO. 4 NOTES TO THE COMPONENT UNIT FINANCIAL STATEMENTS AS OF JUNE 30, 1996 
NATURE OF BUSINESS As provided by l,ouisiana Revised Statute (R.S.) 33:3812 the Jefferson Davis Parish Water District NO. 4 is governed by five commissioners. These five commissioners are collectively referred to as the Water commissioners and are appointed by the Jefferson Davis Parish Police Jury. The Jqffersun Davis Parish Water District No. 4 is a subdivision of the state and may issue bonds and levy taxes in accordance with Article 6, Section 30 of the Louisiana Constitution of 1974. The Water district was created under the authority of R.S. 33:3811 and was established to, establish, acquire, constroct, improve, extend and maintain within its political subdivisior, a Water system. At present the district supplies water service to 684 residential and 27 commercial customers. 1. SUMMARY OF SIGNIFICANT ACCOUNTING POIACIES A. Reporting Entity GASB Codification Section 2100 established criteria for determining the government reporting entity anc~ component units that should be included within the reporting entity. Oversight responsibility by the police jut? is determined on the basis of the following criteria: Appointment of governing body Designation of management Ability to significantly influence operations Accountability for fiscal matters Scope of public service Because the Police Jury appoints the governing lmard and because of the scope of public service, Jeffelson Davis Parish Water District No. 4 was determined to be a component unit of the Jefferson Davis Police Ju~y', the governing body of the parish and the governmental body with oversight responsibility. The accompanying financial statements present information only on the funds maintained by the Water district and do not present information on the police jury, the general government services provided by that governmental unit, or the other governmental units that comprise the governmental reporting entity. B. Fund Accounting The accounts of the Water district are organized on the basis of funds, each of which is considered a separate accounting entity. The operations of each fund art: accounted for with a separate set of self-balancing accnuuts that comprises its assets, liabilities, fund equity, revenues and expenses. Revenues are accounted for in these individual funds based upon the purpose for which they are to be spent and the means by which spending activities are controlled. The fund presented in the component unit f'mancial statements is described as follows: 1. Proprietm'y Fund Type A Proprietary Fund is used to account for governmental activities conducted where the intent of the governing body is that the cost (expenses, including depreciation) of providing goods or services to the general public on a continuing basis is finaalced or recovered primarily through user charges (Enterpri~ Fund). C. Basis of Accounting The accounting and f'mancial reporting treatment applied to a fund is determined by its measurement focus. The proprietary fund type: is accounted for on a flow of economic resources measurement focus. 



With this measurement focus, all assets and all liabilities associated with the operation of this fund are included on the balance sheet. Fund equity is segregated into contributed capilal (if any) and retained earnings components. Proprietary fund type operating statements present increases and decreases in net total assets, qhe accrual basis of accounting is utilized by the proprietary fund type. Under this basis of accounting revenues are recognized when eanled and expenses are recognized when the related liability is incurred. l. Revenues Waler distribution fees are assessed on or about the 20th of each month, become due on the first of the following month and are delinquent on the 15th of that month. A late ti~e of 10% is assessed on water distributinn fees that are not paid by the 15th of the month in which they become delinquent and a disconnect fee of $10.00 is assessed if the customer still has not paid by the ~0th of the following month. An installation fee is charged for customers requesting new service and these fees range from $ 140.00 to $ 200.00, depending on the amount of line and valves needed. Interest income represents amounts earned on certificates of deposit and savings accounts invested with fmancial institutions. Interest earned on certificates of deposit is recorded when the certificate matures and/or when interest is available. Interest nn savings accounts is recorded when received. Intergovemmental revenue is recorded when received. 2. Expenditures Expenses are generally recognized under the accrual basis of accounting. Exceptions to this general rule include principle and interest on long-term debt which is recognized at year end. D. Fixed Assets and Long-term Liabilities The accounting and reporting treatment applied to the fixed assets and long-term liabilities associated with a fund are determined by its measurement focus. Property and equipment of Jefferson Davis Parish Water Districl No. 4 are recorded at cost. Maintenance and repairs are charged to expenses as incurred; major renewals and betterments are capitalized. At year end, the construction account is adjusted to other fixed assets accounts: water wells, main plant, filtration system, and water lines. All fixed assets are valued at historical cost or estimated historical cost if actual cost is not available. Donated fixed assets are stated at their estimated fair market value on the date donated. All proprietary funds are accounted for on a cost of services or "capital maintenance" measurement focus, and all assets and all liabilities (whether current or non-current) associated with the Water district's activities are included on it's balance sheet. The Water reported fund equity (net total assets) is segregated into reserves, contributions and retained earnings components. Proprietary fund type operating statements present increases (revenues) and decreases (expenses) in net total assets. Depreciation of all exhaustible fixed assets used by the proprietary funds is charged as an expense against the Water district's operations. Accumulated depreciation is reported on the proprietary fund balance sheet. Depreciation has been provided over the estimated useful lives using the straight line method. The estimated useful lives axe as fnllows: Distribution, Treatment, and filtering Facilities Major Equipment and Facilities Minor Equipment and Facilities 12 to 50 years 20 years 10 years 



The long-term liability, fmanced through the government, are accounted for in the other liability section account group until the year in which water services are rendered. At that time the portion of notes payable that become due is allocated to the current liabilities account group. E. Restricted Assets Certain asset accoants are restricted as bond reserve, bond contingency, and customer deposits. F, Investments Investrnents are stated at cost or amortized cost, which approximates market. G. Accumulated Unpaid Vacation Pay The Water district has two employees and these employees do not accrue vacation pay H. Bad Debts The Water district uses the direct write offof accounts receivable method to record bad debts expense for the year. Under this method, only when an accotmt is deemed uncollectible is an expense taken. 1. Reserves The water district's reserve accounts are used to indicate that a portion of the fired balance is legally segregated for a specific future use. As of June 30, 1997 the district had reserves as required by FmHA. 2. RESTRICTED ASSETS Restricted assets were applicable to the following at June 30, 1996 Revenue Bond and Interest Reserve Fund l~)epreciation and Contingency Tota 
118,269 32,219 48,580 
$ 199,068 3. CASH AND CASH EQUIVALENTS For reporting purposes, cash and cash equivalents include demand accounts, savings accounts and certificate~ of deposit (if applicable). Under state law the Water district may deposit funds in one of the chartered banks within the parish where the district is organized. At June 30, 1997 the Water district had cash and cash equivalents totaling $ 262,538 as follows: Cash on Hand Demand Deposits Savings Accounts ]~tal 
47 63,423 199,068 $ 262,538 These deposits are stated at cost, which approximates market value. Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned b) the fiscal agent bank. These pledged securities with market value equal to the district's deposits less the federal deposit insurance are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. All deposits are either covered by a sufficient amount of federal deposit insurance or collateralized by pledged securities held by a custodial bank. Even though the pledged securities are considered uncollateralized under the provisions of GASB Statement 3, Louisiana R.S. 30:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within 10 days of being notified by the police jury that the fiscal agent has failed to pay deposited funds upon demand. All cash and cash equivalent.~ are insured up to $100,000 by the Federal Deposit hlstuance Corporation (FDIC). 8 



4. CREDIT RISK There is a chance that a government unit will not be able to recover mounts invested, not be able to withdra~ funds from financial institutions, or not recover securities or collateral held by another party. The district lowers this credit risk on it's deposits as described in note 3. The risk of material losses due to failure to collect accounts receivable is relatively low due to the large number of relatively low customer accounts receivable. The district also has disconnect procedures for delinquent accnunt~ which also lower the credit risk on customer accounts receivable. 5. GENERAL LONG-TERM DEBT The Water district obtained two loans from the Funners Home Administration (FmHA) in the amounts of $ 665,000 and $ 160,000 in 1987 and 1991, respectfully. Long-term debt payable at June 30, 1997 is $ 776,984 and is comprised of the following: 
Payable at Jun. 30 Date of Issue Original Issue haercst Rale. Final Payment Date Inrgrest To Principle 997 997 Feb. II, 1987 $ 665,000 May 10,1991 $ 160,000 5.88% Feb. 11,2027 5.88% Feb. 11.2031 $ 750,107 $ 626,00~ $ 217,832 $ 150,984 
The annual requilements to amortize all debt outstanding at June 30, 1997, for the next five years are as follows Year Ending June 30 1998 1999 2000 2001 2002 

$ 53,315 53,963 53,551 53,140 54.670 
6. COMPENSATION OF COMMISSIONERS As provided by Louisiana ILS. 33:3819, the Water commissioners receive per diem for each board meeting the) attend as follows: President $ 45 All Other Commissioners $ 45 7. OFF BALANCE StlEET RISK The Water district is concentrated within a relatively small geographic area located in Southwest Louisiana The concentration of assets within a small area increases the chance of having a material loss of assets due to a sudden unforeseen occurrence. The Water district carries commereial insttrance to reduce the amount of risk to assets. 8. CURRENT RATES AND ACCOUNTS RECEIVABLE At present the district charges residential customers $14 for the f'n-st 2,000 gallons of water use and $1.60 for each additional 1,000 gallons used. Commercial accounts me charged $ 28 for the first 10,000 gallons of water used and $1.60 each additiunal 1,000 gallons used. Days 0 - 30 30 - 60 Over 60 $ 19,403 857 1,346 
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Our report on our audit of the component unit financial statements of the Jefferson Davis Parish Water District No. 4 for the year ended June 30, 1997 appears on page one. "ltlat audit was made for the purpose of forming an opinion on the component unit financial statements taken as a whole. The additional information is presented for purposes of additional analysis and is not a required part of the component unit financial statements. Such information has been subjected to the auditing procedures applied in the audit of the component unit financial statements and, in our opinion, is fairly stated in all material respects in relation to the component unit financial statements taken as a whole 
Frederick, Norton, Robert & Schulthess October 24, 1997 



 



JEFFERSON DAVIS PAIUiSH WATER DISTRICT NO. 4 Schedule of Per Diem Paid For the Year Ended June 30. 1997 
Per Diem Received: Robert Sarver Curtis Welsh Frank Dennis Charles Deese Blaine O'Conner JuL 1996 Aug. Sep. Oct. Nov. D~~c. JaJa. 1997 Feb. Mar. Apr. May Juo. 

45 45 45 45 45 45 45 45 45 45 45 45 

45 45 45 45 45 45 45 45 45 45 45 45 



ADDITIONAL REPORTS 
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAl, REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WI'I~! GOVERNMENT AUDITING STANDARDS 
The Board of Commissioners Jefferson Davis Parish Water District No. 4 We have audited the component unit financial statements of Jefferson Davis Parish Water District No. 4 as of and fur the year ended June 30, 1997, and have issued our report thereon dated October 24, 1997. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptrolle G eneral of the United States. Compliance As part of obtaining reasonable assurance about whether Jefferson Davis Parish Water District No. 4's 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 mounts. 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 no instances of noncompliance that are requb'ed to be reported under Government Auditing Standards. We alson noted certain immaterial instances of noncompliance that we have reported to management of Jefferson I)avi~ Purish Water District No. 4 in a separate letter dated October 24, 1997. Internal Control Over Financial Renortina In planning and performing our audit, we considered Jefferson Davis Parish Water District No. 4's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. However, we noled certain matters involving the internal control over financial reporting and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over f'mancial reporting that, in our judgment, could adversely affect Jefferson Davis Parish Water District No. 4's ability to record, process, summarize and reporl fiuaneial data consistent with the assertions of management in the financial statements. 



Reportable Condition: The limited number of persounel involved in the accounting system limits the segregation of duties consistent wJO, appropriate control objectives. At the current number of employees it is impos~;ible to implement the requtred segregation of duties consistent with appropriate control objectives. Management tnas determined that the hiring of additional personnel to accomplish the desired segregation of duties is cost prohibitive. A material weakness is a reportable condition in which the design or operation of one or more of the internal connol components does not reduce to a relatively low level the risk that misstatements in mnounts that would be material irh relation to the t-mancial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control structure would not necessarily disclose all matters in the intemal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable condition~ that are also considerod to be material weaknesses as defined above. However, the lac.k of segregation of duties, noted above, is a material weakness as defined above. This condition was considered in determining the nature, timing, and extent of the procedures to be performed in our audit of the fmancial statements of Jefferson Davis Parish Water District No. 4, for the year ended June 30, 1997. This report is intended for the information of the Board of Coumfissioner, Management and the Legislative Audito This restriction is not intended to limit the distribution of the report, which is a matter of public record. 

Frederick, Norton, Robert & Schulthess October 24, 1997 
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We have audited the component unit financial stalements of the Jefferson Davis Parish Water District No. 4 for the year ended June 30, 1997, and have issued our report thereon dated October 24, 1997. During our audit we performed certain test of the Jefferson Davis Parish Water District No.4's compliance with certain provisions of laws, regulations, contracts and grants. However, providing an opinion on compliance with those provisions was not an objective of our audit anti, accordingly, we do not express such an opinion. The results of our test disclosed no instances of noncompliance that are required to be reported under noncompliance as follows: However, we did become aware of certain nonmaterial instances of Condition: During the audit period two individuals who were members of a Commissioner's immediate family were employed by the District for a short period of time. The total amount paid was $187.50. Action Required or Taken: Immediate upon recognition of this violation of law the board terminated the individuals involved. Recommendation: We recommend that a list of current managers and conamissioners along with immediate family members be maintained and reviewed prior to employment or engagement of individuals to do work for or supply goods to the District. Condition: FmHA requires that the District maintain Fidelity Bond Coverage in an amount equal to their annual loan installments. The District's Fidelity Bond Coverage was below the required amount. Action Required or Taken: Immediately upon notification of this condition the manager contacted the insurer's agent requesting increased coverage. Recommendation: We recommend that the Board of Commissioners review the District's insurance coverage annually 



Condition: A copy of the annual audit report was not sent to USDA Rural Development by the 90 day reporting requirement. Action Required or Taken: Upon notification the District sent the required reports. Recommendation: Agencies requiring copies of the audit should be sent copies immediately upon receipt and approval of the annual audit. This infomlation is intended solely for the use of the Board of Commissioners, and Management of Jefferson Davis Parch Water District No. 4 and should not be used for any other purpose. However, this letter is a matter of public record, and its distribution is not limited. Sincerely, 
Frederick, Norton, Robert & Schulthess October 24, 1997 


