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To the Board of Comm issioners 
Varnado W aterw orks D istrict 
W ashington Parish Police Jury 
V arnado. Louisiana 

BR U CE H A RR ELL &  C O . 
CERTIFIED PUBLIC ACCOUNTANTS 

A Professional Accounting Corporation 

109 W est M innesota Park 
Park Place Suite 7 

H am m ond, LA 70403 
VOICE: (504) 542-6372 
FAX: (504) 345-3156 

IN D EPEN DEN T A UDITOR'S REPO RT 

KENTW OOD OFFICE 

P.O Box 45 - 602 Fifth St. 
Keatwood, LA 70444 

VOICE. (504) 229-5955 
FAX: (504) 229-5951 

M EM BERS 
American Institute of CPAs 
Soaety of Lom slana CPAs 

W e have audited the accom panying com ponent unit financial statem ents of the V arnado W aterworks D istrict, 
Louisiana, as of and for the year ended December 31, 1997, as listed inthe table of contents. These component uMt 
financial statements are the responsibility of the district's management. Our responsibility is to express an opinion 
on these component unit financial statem ents based on our audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of tile United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of m aterial m isstatem ent. An audit includes exam ining, on a test basis, evidence supporting the 
amounts and disclo~nl,s in the financial statem ents. An audit also includes assessing the accounting principles used 
and significant estunate~ made by management, as well as evaluating the overall financial statem ent presentation. 
W e believe that our au& I provides a reasonable basis for our opinion. 

In our opinion, the component unit financial statements referred to above present fairly, in all material respects, the 
financial position of the Varnado W aterworks D istrict, Louisiana, as of Decem ber 31, 1997, and the results of its 
operations and cash flows for the year then ended in conform ity with generally accepted accounting principles. 

In accordance with Goverrzmental Auditing Standards, we have also issued our report dated M arch 13, 1998 on our 
consideration of the Varnado W aterworks District, Louisiana's internal control over financial reporting and our test 
of its compliance with certain laws, regulations, contracts and grants. 

Our audit was performed for the purpose of forming an opinion on the component unit financial statements of the 
V arnado W aterworks D istrict, Louisiana, taken as a whole. The accom panying schedules listed in the table of 
contents are presented for purposes of additional analysis and are not a required part of the com ponent unit financial 

statements of the Varnado W aterw orks District, Louisiana. 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 com ponent unit financial statements taken as a whole. 

Bruce H arrell &  Com pany, CPA s 
A Professional A ccounting Corporation 

Kentw ood, Louisiana 
M arch 13, 1998 
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VARNADO W ATERW ORK S DISTRICT 
W ASHINGTON PARI SH POLICE JURY 

Varnado, Louisiana 

PROPRIETARY FUND - ENTERPRISE FUND 

(All Fund Types and Account Groups) 

ASSETS 
Current A ssets: 
Cash 
Investm ent s at Cost 
Accounts Receivable 
Due From Other Governments 

Total Current Assets 

Restricted Assets: 
Custom er Deposits - Cash 
Bond Reserve Account - 
Investm ent  

Depreciation and Contingency Account - 
blvestllaent 

Total Restricted Assets 

Property, Plant and Equipment: 
Land 
Utility Plant, in Service 

Total Property, Plant and Equipment 
Less: Accunm lated Depreciation 

Net Property, Plant and Equipm ent 

Total Assets 

(Continued on the following Page) 

The accom panying notes are an 

Balance Sheet 
Decem ber 31, 1997 

ntegral part of this statem ent. 
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Statem ent A 

291,328 
366,630 
29,065 
5_132 

692.155 

21,125 

77,098 

90_449 

,S,~ o72 

31,262 
3.076.971 

3,108,233 

(1,314,238) 

1.793.995 

2.674.822 



VARNADO W ATERW ORKS DISTRICT 
W ASH ING TON PARISH POLICE JURY 

Varnado, Louisiana 

PROPRIETARY FUND - ENTERPRISE FUND 

(All Fund Types and Account Groups) 

Balance Sheet 
(Continued) 

Decem ber 31, 1997 

LIABILITIES AND FUND EQUITY 
Liabilities: 

Current Liabilities (Payable From Current Assets) 
Accounts Payable 
Sales Tax Payable 
Payroll Taxes Payable 
Due to Other Govermnents 
Revelm e Bonds Payable - Current 

Total Current Liabilities (Payable From Current Assets) 

Current Llabihties (Payable From Restricted Assets) 
Custom er Deposits 

Long-Tern 1 Liabilities: 
Revenue Bonds Payable Long-Term 

Total Liabilities 

Fund Equity: 
M emberships 
Contributed Capital 
Less A ccum ulated Am ortization 

Net Contributed Capital 

Retained EaNm lg~ 
Reserved lot RL S Bond Interest and Redemption 
Reserv ed Jot RUS Bond Depreciation and Contmgolc,, 
Unreserved 

Total Retained Earn ings 

Total Fund Equity 

Total Liabilities mad Fund Equity 

(Concluded) 

The accompanying notes are an  integral part of this statem ent. 
-5- 

Statem ent A 

5,984 
607 

1,300 
70 

35.500 

43.461 

21,880 

1.076.862 

41,500 
1,428,178 

(739,409) 

730,269 

77,098 
90,449 
700.144 

867.691 

1.597.960 

2.674 ~22 



O PERA TING REVENUES 
Charges for Services: 
W ater Sales 
Installations 
Penalties 
Billing Fees 
Reconnect Fees 
Other Revenues 

Total Operating Revenues 

O PERA TIN G EX PENSES 
Salaries 
Tra ck Expense 
Office Expense 
M aintenance Supplies 
Utditles 
Plant M aintenance 
Repairs and Installations 
Director Fees 
Travel 
TeIephone 
Insurance 
Accounting Fees 
Conventions 
Legal Fees 
M embership Dues 
Rent Expense 
NSF Checks 
M owing 
Advertising 
Ban k Charges 
M iscellaneous 
Depreciation Expense 
Payroll Taxes 

Total Operating Expense 

VARNADO W ATERW O RK S DISTRICT 
W ASH ING TON PARI SH PO LICE JU RY 

Varnado, Louisiana 

PRO PRIETARY FUND - ENTERPRI SE FUND 

Net Operating Incom e 

(Continued on the following Page) 

Statement of Revenues, Expenses, and 
Changes in Unreserved Retained Earnings 
For the Year Ended Decem ber 31, 1997 

The accompmlx mg notes are an integral part of this statement. 
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Statem ent B 

$ 313,953 
11,250 
7,482 
66,015 
3,145 
1,246 

403_091 

75,530 
1,542 
5,396 
15,885 
43,173 
2,080 
21,806 
5,850 
3,478 
3,338 
15,183 
5,782 
495 

180 
8 
27 

1,303 
315 
95 
94 

106,104 
6.479 

314.143 

88_948 



VARNADO W ATERW ORKS DISTRICT 
W ASH ING TON PARI SH POLICE JURY 

Varnado, Louisiana 

PROPRIETARY FUND - ENTERPRI SE FUND 

Statem ent of Revenues, Expenses, and 
Changes in Unreserved Retained Earnings 

(Continued) 
For the Year Ended Decem ber 31, 1997 

NON-OPERATING REVENUE (EXPENSES) 
Interest Incom e 
Bond Interest Expense 
Gain on Sale of Fixed Asset 
Insurance Settlement 
Bad Debts 

Total Non-Operating Revenue (Expenses) 

Net Income (Loss) 

Unreserved Retained Earnings, Beginning of Year 

Add: Am ortization of Contrlbutlotls 

Less: (Increase) in Reserxe for Revenue Bond Retirement 
(Increase) in Reserve tot Revenue Bond Contingency 

Unreserved Retained Earnings, End of Year 

(Concluded) 

The accompanying notes are an egral part of this statem ent
. 
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Statement B 

39,093 

(60,782) 

48,525 

26.836 

115,784 

557,101 

47,605 

(9,682) 
(10,664) 



VARNADO W ATERW ORK S DISTRICT 
W ASH ING TON PARI SH PO LICE JU RY 

Varnado, Louisiana 

PRO PRIETARY FUND - ENTERPRISE FUND 

Statem ent of Cash Flows 
For the Year Ended December 31, 1997 

Cash flows from operating activities: 
Operatmg Income 

Adjustments to Reconcile Net Operating Income 
to Net Cash Provided by Operating Activities: 
Depreciation 
Changes in A ccounts Receivable 

Changes in Due From Other Govermnents 
Changes in Accounts Payable and Accrued Expenses 
Changes in Due to Other Governments 
Changes in Current Liabilities Payable from 
Restricted Assets 

Total adjustments 

N et cash provided by operating activities 

Cash flows from noncapital financing activities 
Insurance Settlem ent 

Net cash provided by noncapital financing activities 

Cash flows from capital and related financing activities 
Retirement of Revenue Bonds 
Interest 
Capital Additions 

Net cash used by capital mad related financing activities 

Cash flow s from investing activities 
hlterest Incom e 

Investment Purchases 

Net cash provided by investing activities 

Net cash increase (decrease) for year 

Cash at beginning of year 

Cash at end of year 

The accompanying notes are an  integral part of this statement 
-8- 

$106,104 
(2,094) 

(1,661) 
70 

1,265 
. 

48_525 

(35,218) 
(60,782) 
(90,597) 

39,093 

(127,931) 

Statem ent C 

88,948 

103.684 

192.632 

48,525 

(186,597) 

(88,838) 

(34,278) 

346.731 



INTRODUCTION 

VARNADO W ATERW O RK S DISTRICT 
W ASHIN GTON PARISH PO LICE JURY 

Varnado, Louisiana 

N otes to the Financial Statem ents 
As of and for the Year Ended Decem ber 31

, 1997 

Varnado W aterworks District was established in 1975, by an ordinance of the W ashington Parish Police Jury
. The 

ordinance, enacted pursuant to Louisiana Revised Statutes 33:3813, describes and defines the boundaries of the w ater 
district, and provides for a 8-m em ber governing board of comm issioners appointed by the W ashington Parish Police 
Jury. 

Varnado W aterworks District was thus created and constitutes a public corporation and political subdivision of the 
State of Louisian a, and has all the power and privileges granted by the constitution and statutes of this state to such 
subdivision, including the authority to incur debt, to issue bonds, and to levy taxes and assessm ents. Varnado 
W aterworks District serves 1,2 l 5 water custom ers. 

1. SUM M ARY O F SIGNIFICANT ACCOUNTING PO LICIES 

A. BASIS O F PRESENTATIO N 

The accompanying com ponent unit financial statements of the Varnado W aterworks District have been prepared 

in conformity with generally accepted accounting principles (GAAP) as applied to govermnental units. The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
govermnental accounting and financial reporting principles. 

B. RE PO R TIN G EN TITY 

As the goveruing authority of the parish, the W ashington Parish Police Jury is the financial reporting entity for 
Washingtml Parish. The financial reporting entity consists of (a) the primary government (police jury), (b) 
orgaaizations for which the primary government is financially accountable, and (c) other organizations for which 
nature and significance of their relationship w ith the primary governm ent are such that exclusion wouId cause 
the reporting entity's financial statem ents to be m isleading or incom plete. 

Governmental Accounting Standards Board Statement No. 14 established criteria for determ ining which 
component units should be considered part of the W ashington Parish Police Jury for financial reporting purposes. 
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 determ ining financial accountability. This criteria includes: 

Appointing a voting majority of an organization's governing body, and 

a. The ability of the police jury to impose its will on that organization and/or 

b. The potential for the organization to provide specific financial benefits to or im pose specific 

financial burdens on the police jury. 

2. Organizations for which the police jury does not appoint a voting majority but are fiscally dependent on 
the police jury. 

Organizations for which the reporting entity financial statements would be m isleading if data of the 
organization is not included because of the nature or significance of the relationship. 
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VARNADO W ATERW ORK S DISTRICT 
W ASHINGTON PARISH POLICE JURY 

Varnado, Louisiana 

Notes to the Financial Statements (Continued) 

Because the police jury appoints the governing board and the scope of public service is determined by the police 
jury, the district was determined to be a component unit of the W ashington Parish Police Jury, the financial 
reporting entity. The accompanying financial statements present inform ation only on the fund maintained by the 

district and does not present information on the police jury, the general governmental services provided by that 
governmental unit, or the other governmental units that comprise the financial reporting entity . 

C. FUND A CCO UNTING 

The Varnado W aterworks District is organized and operated on a fund basis whereby a self-balancing set of 

accounts (Enterprise Fund) is maintained that comprises its assets, liabilities, fund equity, revenues, and 
expenses. Tile operations are financed and operated in a manner sim ilar to a private business enterprise, w here 
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 through user charges. 

D . BASIS O F ACCO UNTING 

The accounting and financial reporting treatment applied to a fund is determ ined by its measurement focus. The 
Enterprise Fund is accounted for on a flow of econom ic resources measurem ent focus and a determ ination of net 
income and capital maintenance. W ith this measurement focus, all assets and all liabilities associated w ith the 
operation of this fund are included on the balance sheet. The Enterprise Fund uses the accrual basis of 
accounting. Revenues are recognized when earned and expenses are recognized at the time liabilities are 
incurred. The Enterprise Fund uses the following practices in recording certain revenues and expenses: 

R evenues 

Fees for water services are recorded as revenues after the meters are read. Penalties are recorded after the 
grace period for payment of water services has expired. All other revenues are recorded when tbe service 
has been provided. 

Expenditures 

A ll operating expenses, except depreciation, are recorded when they are incurred. Depreciation is recorded 
each month over the life of the asset. Interest expense is recorded each month as the notes are paid. 

E. CASH AND CASH EQUIVALENTS AND IN VESTM ENTS 

Cash includes amounts in demand deposits, interest-bearing demand deposits, and money market accounts. Cash 
equivalents include amounts in time deposits and those investments with original maturities of 90 days or less. 
Under state law, the district 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. 

Under state law, the district may invest in United States bonds, treasury notes, or certificates. These are 
classified as investments if the original maturities exceed 90 days; however, if the original maturities are 90 days 
or less, they are classified as cash equivalents. Investments are stated at cost. 

- 10- 



F. INVENTORIES 

VARN AD O W ATERW O RK S DISTRI CT 
W ASHING TON PARISH POLICE JUR Y 

Varnado, Louisiana 

Notes to the Financial Statements (Continued) 

Purchase of various operating supplies are regarded as expenditures at the time purchased
, and inventories of 

such supplies (if any) are not recorded as assets at the close of the fiscal year. 

G . PREPAID ITEM S 

Purchase of item s regarded as having a future econom ical use are an expense when purchased
, and prepaid 

amounts for such item s are not recorded as assets at the close of the fiscal year
. 

H . RESTRI CTED ASSETS 

Certain proceeds of the Enterprise Fund revenue bonds
, as well as certain resources set aside for their repayment, 

are classified as restricted assets on the balance sheet because their use is lim ited by applicable bond covenants
. 

I. FIX ED ASSETS 

Fixed assets of the district are included on the balance sheet of the fund. Interest costs incurred during 
construction are capitalized. Depreciation of all exhaustible fixed assets is charged as an expense against 
operations. Depreciation is com puted using the straight-line method over the estim ated useful lives of 25 to 30 
years for water wells and lines and 10 to 15 years for equipment. 

J. CO M PENSATED ABqLNCES 

The district does not have a form al policy relating to vacation and sick leave 

K . LONG -TERM  LIA BILITIES 

Long-term liabilities are recognized w ithin the Enterprise Fund 

L. FUND EQUITY 

Contributed Capital 

Grants, entitlements, or shared revenues received that are restricted for the acquisition or construction of 
capital assets are recorded as contributed capital. Contributed capital is amortized based on the depreciation 
recognized on that portion of the assets acquired from such contributions. This am ortization is closed to the 
contributed capital account. 

Reserves 

Reserves represent those portions of fund equity legally segregated for a specific future use 



VARNADO W ATERW ORK S DISTRICT 
W ASHINGTON PARI SH PO LICE JU RY 

Varnado, Louisiana 

Notes to the Financial Statements (Continued) 

2. CASH AND CASH EQUIVALENTS 

At December 31, 1997, the district has cash and cash equivalents (book balances) totaling $312,453, as follows 

Demand Deposits 

Interest-bearing Demand Deposits 

Tim e D eposits 

Total 

$103,757 

15,I23 

193,573 

$312,453 

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 of securities owned by the fiscal agent bank. 
The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on 
deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or 
custodial bank that is mutually acceptable to both parties. At December 31, 1997, the district has $312,929 in 
deposits (collected bank balances). These deposits are secured from risk by $302,698 of federal deposit insurance 
and $4,231 of pledged securities held by the custodial bank in the name of the fiscal agent bank (Category 3). The 
remaining bank balance of $6,000 is not secured by the pledge of securities at December 31, 1997 and is a violation 
of state law . 

Even though the pledged securities are considered uncollateralized (Category 3) 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 district that the fiscal agent has failed to pay 
deposited funds upon dem and. 

3. IN VESTM ENTS 

At December 3 I, 1997, the district has investments totaling $534,177 as follows 

Governm ent M oney M arket 

FHLM C - Edward D Jones 

FHLM C - Prudential 

Total 

Book 
V alue 

$ 95,177 

332,001 

106,999 

M arket 
Value 

$ 95,177 

330,654 

107,083 

$534,177 $532,914 

The investm ents are in the nam e of the district and are held in the district's safety deposit box. Because the 
investments are in the name of the district and are held by the district, the investments are considered insured and 
registered, Category 1, in applying the credit risk of GASB Codification Section I50.164. 

- 12 - 



4. FIX ED ASSETS 

VARNAD O W ATERW ORKS DISTRICT 
W ASHINGTON PARISH POLICE JURY 

Varnado, Louisiana 

Notes to the Financial Statements (Continued) 

A sum mary of fixed assets at Decem ber 31, 1997, follows 

Life 
Description Yrs Cost 

Phase I (1979) 
Old W ater System 25 $ 53,497 

Land & Right of W ay 5,597 

W ater D istribution System 30 569,585 

W ater W ell 30 65,467 

Phase il (1980) 
W ater Distribution System 30 212,668 

W ater W ell 30 87,721 

W ell Site & Pump Station 30 21,885 

Improvem ents 30 12,433 

Phase III (1984) 
W ater Distribution System 30 294,633 

W ater W ell 30 107,154 

Pum p Station Controls 30 248,997 

Elevated Storage Tank 30 238,169 

Land & Right of W ay 13,225 

Phase IV (1989) 
Land 2,000 

W ater Distribution System 30 897,130 

Improvem ents 30 32,616 

Chlorinator 5 4,884 

Im provem ents 30 83,097 

Offi ce Building Land 10,440 

O ffi ce Building 30 111,045 

Offi ce Equipment 5 6,870 

Equipment 7 7,500 

Vehicle 5 21,620 

Totals $3,108,233 

All assets are depreciated by the straight-line method. 

Accumulated 
Depreciation N et 

$ 39,589 

351,242 

40.368 

24,057 

51,170 

12,773 

1.854 

36,945 

50,008 

16,200 

11.146 

193 

631 

463 

462 

11,957 

4,317 

179 

4.684 

13,908 

5,597 

218,343 

25,099 

88,611 

36,551 

9,112 

I0,579 

157,688 

57,146 

132,797 

127,023 

13.225 

2,000 

642,937 

30,985 

3,421 

82,635 

10,440 

99,088 

2,553 

7,321 

16,936 

$ 1,793,995 

Depreciation 
Current 

2,140 

18,986 

2,182 

7,089 

2,924 

730 

414 

9,821 

3,572 

8,300 

7.939 

29,904 

1,087 

975 

462 

3,702 

1,374 

179 

4,324 

$ 106.I04 

The utility plant and equipment in service records were reconstructed from the original construction files of the U
.S 

Department of Agriculture, Rural Utility Serv ice. 

- 13- 



5. RECEIV ABLES 

VARNADO W ATERW ORK S DISTRICT 
W ASHINGTON PARISH POLICE JURY 

Varnado, Louisiana 

Notes to the Financial Statements (Continued) 

The follow ing is a sum m ary of accounts receivables at Decem ber 31
, 1997 

Current 

31-60 D ays 

61-90 Days 

Over 90 Days 

Total 

Less: A llow ance for Bad Debts 

Accounts Receivable, Net 

6. CON STRU CTIO N IN  PRO GRESS 

As of Decem ber 3 l, 1997, the district had no construction in progress. 

7. LO N G-TERM  DEBT 

$ 26,100 

3,878 

910 

145 

31,033 

i 068 

$ 2O 065 

The following is a summ ary of bond transactions oftbe Varnado W aterworks D istrict for tbe year ended Decem ber 
31, 1997: 

Bonds Payable 
January 1, 1997 

Bonds Retired 

Bonds Payable 
Decem ber 31, 1997 

I977 RUS 
Utility 
Revenue 

$ 220,802 

(15,945) 

1979 RU S 
Utility 
Revenue 

- 14 - 

14,268 

(5,796) 

8,472 

1988 RU S 

Utility 
Revenue Total 

$ 847,169 

(13,477) 

$ 833,692 

$ 1,082,239 

(35,218) 



VAR NAD O W ATERW ORK S DISTRICT 
W A SH IN GTON PARISH PO LICE JUR Y 

Varnado, Louisiana 
Notes to the Financial Statements (Continued) 

Bonds Payable at December 31, 1997, are comprised of the following individual Issues 

Current 
A m ount 

12/31/97 

Long-Term 
A m ount 
12/31/97 

Total 
Principal 
Balance 
12/31/97 

1977 Revenue Bonds: 
$395,000 utility bonds sold to RUS, 
dated 11/19/76; due in annual installments 
of $5,000 - $20,000 through November 16, 
2017; interest at 5%  $ 16,000 $ 188

,857 $ 204,857 
1979 Revenue Bonds: 
$76,000 utility bonds sold to RUS, 
dated 11/16/80; due in annual installm ents 
of $2,000 - $5,000 through November 16, 
2017; interest at 5%  6,000 2,472 8

,472 
1988 Revenue Bonds: 
$925,000 utility bonds sold to RUS, 
dated 3/29/88; due in annual installments 
of $6,000 - $55,000 through June 15, 2029; 
interest at 5.875%  13

,500 820,192 

35.500 $ 1.011.521 
833,692 

$1,047,021 

The annual requirements to amortize all debt outstanding as of Decem ber 31
, 1997, including interest payments of 

$I,504,521 are as follows: 

Year Ending 
Decem ber 31 

1998 

1999 

2000 

2001 

2002 

20O3-2OO7 

2008-2012 

2013-2017 

2018-2022 

2023-2027 

2028-2029 

1977 RU S 
Revenue 

26,986 

26,986 

26,986 

26,986 

26,986 

134,930 

134,930 

132.681 

$ 537,471 

979 RUS 
Revenue 

$ 6,249 
6,249 

6,249 

6,249 

6,249 

5.729 

- 15 

1988 RUS 
Revenue 

62,765 

62,765 

62,765 

62,765 

62,765 

313,825 

313,825 

313,825 

313,825 

313,825 

94,147 

1.977.097 

Total 

$ 96,000 
96,000 

96,000 

96,000 

96,000 

454,484 

448,755 

446,506 

313,825 

313,825 

94,147 

$ 2.551.542 



VARNADO W ATERW ORK S DISTRICT 
W ASH IN GTON PARISH PO LICE JU R Y 

Varnado, Louisiana 

Notes to the Financial Statements (Continued) 

8. FLOW  OF FUN DS, RESTRICTIONS ON USE 

The voters of the district approved the issuance of $395,000, $76,000, and $925,000 of the utility revenue bonds in 
elections held January, 1977, November 13, 1978, and April 13, 1988. The governing authority of the district 
adopted a resolution on October 4, 1977, authorizing issuance of $395,000 of the water revenue bonds - 1977 Series. 
On November 16, 1977, the district sold the $395,000 authorized bonds to Farmers Home Administration now known 
as USDA Rural Utility Service. The governing authority of the district adopted a resolution on M arch 29, 1979, 
authorizing the issuance of $ 76,000 ofthe utility revenue bonds- I979 Series. OnNovember 16, 1977, the district 
sold the $76,000 authorized bonds to RUS, also. The bond issues were issued for forty (40) years, twenty-four (24) 
years, and forty (40) years respectively, payable with interest at the rate of five percent (5%) per annum for the 1976 
&1977 bond issues, and five and seven-eights percent (5.875%) per annum on the 1988 bond issue. The bonds and 
any installment may be paid prior to the due date and maturity thereof at a price of par and accrued interest to the date 
of prepayment. The proceeds of the bonds were restricted to use for construction and im provements to the district's 

water system and are subject to the provisions of the above adopted resolutions. The 1977 issue of $395,000, was 
used to construct Phase I of the district's waterworks system. The 1979 issue of $76,000 was used to construct Phase 
I1. The 1988 issue of $925,000 was used to construct Phase IV. 

Under the term s of the bond proceeds to the district, the bonds are payable as to principal and interest solely from 
the income an d revenues derived from the operations of the combined water system of the district after provisions 
have been made for the payment of the reasonable and necessary expenses of adm inistering, operating, and 
maintaining of the system . 

The district is to maintain its water rates at minium amounts and increase these rates as necessary in accordance with 
its loan agreem ents w ith RU S. 

Each month there will be set aside into a fund called "Bond and Interest Sinking (Redemption) Fund" a sum equal 
to one-twelfth (1/12) of the next principal payment due, together with such proportionate sum as may be required as 
the same respectfully become due on such date. M oney in the Sinking Fund shall be deposited as trust funds and 
shall be fully sufficient to assure the prompt payment of principal and interest installments as they become due, and 
may be used only for such payments. Altern ately, RUS has set up a payment schedule whereby the district can make 
payments directly to its office. This eliminates the need of the "Bond and Interest Sinking Fund". 

There shall also be set aside into a "Utility System Revenue Bond Reserve Fund" at a rate of $400 per month, after 
the construction becomes revenue producing, until there is accumulated th erein an amount equal to the highest annual 
debt service paym ent in any future year. Such amounts may be used only for the paym ent of m aturing bonds and 
interest coupons for which sufficient funds are not on deposit in the Bond and Interest Sinking Fund, as to which 
there would otherw ise be default. The district fully funded the Reserve Fund for the year ended Decem ber 31, 1997. 

Funds wilI also be set aside into a "Depreciation and Contingency Fund", after completion of the project, at the rate 
of $398 per month. M oney in this fund will be used for the making of extraordinary repairs or replacements to the 
system which are necessary to keep the system in operating condition, enhance its revenue producing capacity or 
provide for a higher degree of service for which money is not available as a maintenance and operation expense. 
M oney in this fund m ay also be used to pay principal and interest on the bonds falling due at any tim e there is not 
sufficient m oney for paym ents in other bond funds. The district fu lly funded the Depreciation and Contingency Fund 
for the year ended Decem ber 31, 1997. 

A ll the revenues, received in any year and not required to be paid in such year into any of the noted funds, shall be 
regarded as surplus and may be used for any lawful corp orate purpose. 

- 16- 



9. FUND EQUITY 

VARN ADO W ATERW ORK S DISTRICT 
W ASH IN GTON PARISH  POLICE JUR Y 

Varnado, Louisiana 

Notes to the Financial Statements (Continued) 

Reserved Retained Earnings is created in conjunction with the issuance of revenue bonds and ~s fimded by transfers 
from the revenue account, based on assets held by the water district that are restricted Ior bond payments. The 
purpose of the reserved retained earnings is to service the revenue bonds. 

10. LITIG ATIO N CLAIM S SETTLED 

During the 1993 annual audit, it was discovered that $24,493 for 1993, and $42,098 for 1994, of the district's 
collections, that were received during the year, were never deposited into the bank and were presumed m issing. An 

investigation was conducted to try to determine where the missing funds went. A state grand jury has convicted the 
contract manager and one of his employees regarding the losses. The district has recognized the losses of $24,493 
for 1993 and $42,098 for 1994, in its financial statements. The district notified their bonding company of the losses. 
The insurance company denied the claim for the losses. The district filed suits against the insurance carrier and the 
contract manager for recovery of the losses. The district received $48,525 from their bonding company in the current 
year as a settlem ent of the prior year losses. 

11. INTERGO VERNM ENTAL AG REEM ENT 

Tile Varnado W aterworks District entered into a serv ice agreement with the Bogue Lusa W ater W orks District and 
the Varnado Gas District. The Varnado W aterworks D istrict w ill perform all necessary functions involving billing 
of customers, collection of customer's accounts, keeping and furnishing necessary financial information and records 
on a monthly basis to Bogue Lusa W ater W orks District and Varnado Gas District. The Varnado W atem orks District 
also performs meter reading for Varnado Gas District. The fee for this service is $1.75 per customer per month for 
Bogue Lusa W ater W orks and $2.35 per customer per month for Varnado Gas District, payable monthly Varnado 
W aterworks District will provide all system repair and maintenance customarily done by its own personnel. Accurate 
hourly records of personnel records involved in repairs shall be kept and Bogue Lusa W ater W orks D istrict and 
Varnado Gas District will be billed monthly at two times the employees hourly rate. All materials, parts and supplies 
will be paid directly by the district which incurred the cost. Varnado W aterw orks District employees will keep 
accurate m ileage records for the serv ice truck used for maintenance and repairs and will bill the other districts 35 
cents per m ile for work done on their respective system s. Periodically, an accounting w ill be m ade of the costs of 
the serv ices provided under the agreement. Cash settlements will be made betw een the districts, so each district pays 
its portion of the actual costs. 
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VARNADO W ATERW ORKS DISTRICT 
W ASHINGTON PARI SH POLICE JURY 

Varnado, Louisiana 

PROPRIETARY FUND - ENTERPRI SE FUND 

(All Fund Types and Account Groups) 

ASSETS 
Current Assets: 
Cash 
Investm ents at Cost 
Accounts Receivable 
Due From  Other Governm ents 

Total Current Assets 

Com parative Balance Sheet 
Decem ber 31, 1997 and 1996 

Restricted Assets: 
Custom er Deposits - Cash 
Bond Reserve Account - 
Cash 
Investm ent 

Depreciation and Contingency Account - 
Cash 
In vestm ent 

Total Restricted Assets 

Property, Plant an d Equipment: 
Land 
Utility Plant, in Service 

Total Property, Plant and Equipm ent 
Less: Accumulated Depreciation 

Net Property, Plant and Equipm ent 

Tota l Assets 

(Continued on file following Page) 

The accompan ying notes are an  integral part of this statem ent. 
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Schedule 1 

1997 1996 
291,328 
366,630 
29,065 
5.132 

692.155 

21,125 

77,098 

90.449 

188.672 

31,262 
3.076.971 

3,108,233 

(1,314,238) 

1.793.995 

314,177 
270,919 
26,971 
5.133 

617.200 

20,680 

7,271 
60,145 

4,603 
75.I82 

167_881 

31,262 
2_986.374 

3,017,636 

(1,208~134) 

1_809_502 



VARNADO W ATERW ORKS DISTRICT 
W ASHINGTON PARISH POLICE JU RY 

Varnado, Louisiana 

PROPRIETARY FUND - ENTERPRISE FUND 

(All Fund Types and Account Groups) 

Balance Sheet 
(Continued) 

Decem ber 31, 1997 

LIABILITIES AND FUND EQUITY 
Liabilities: 
Current Liabilities (Payable From Current Assets) 
Accounts Payable 
Sales Tax Payable 
Payroll Taxes Payable 
Due to Other Governm ents 
Revenue Bonds Payable - Current 

1997 
5,984 $ 
607 

1,300 
70 

35.500 

Total Current Liabilities (Payable From Current Assets) 43,461 

Current Liabilities (Payable From Restricted Assets) 
Custom er Deposits 

Long-Term  Liabilities: 
Revenue Bonds Payable Long-Term 

Tota l Liabilities 

Fund Equity: 
M em berships 
Contributed Capital 
Less Accumulated Am ortization 

Net Contributed Capital 

Retained Earnings: 
Reserved for RUS Bond Interest and Redemption 
Reserv ed for RUS Bond Depreciation an d Contingency 
Unreserv ed 

Tota l Retain ed Earnings 

Total Fund Equity 

Total Liabilities and Fund Equity 

(Concluded) 

The accompanying notes are an integral part of th is statement. 
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21.880 

t.076.862 

41,500 
1,428,178 

(739,409) 

730_269 

77,098 
90,449 
700.144 

867.691 

1_597_960 

Schedule 1 

[996 
7,508 
808 

1,236 

34.500 

44_052 

20.615 

1.047.739 

1.112.406 

41,500 
1,428,178 

(691,803) 

777.875 

67,416 
79,785 
557_101 

704.302 

1_482_177 



VARNADO W ATERW ORK S DISTRICT 
W ashington Parish Police Jury 

Varnado, Louisiana 

PROPRIETARY FUND - ENTERPRI SE FUND 
SCH EDULE OF REVENUES, EXPENSES AND CHANGES IN 

UNRE SERVED RE TAINED EARNINGS 

(BUDGET AND ACTUAL) 
For the Year Ended Decem ber 31, 1997 

and Actual For the Year Ended Decem ber 31, 1996 

O PERA TING REVENUES 
Charges for Services: 
W ater Sales 
Installations 
Penalties 
Billing Fees 
Reconnect Fees 
Other Revenues 

Budget 
313,000 $ 
9,500 
7,500 
67,000 
3,000 
1.300 

Actual 
313,953 
11,250 
7,482 
66,015 
3,145 
1.246 

Variance- 
Favorable 

Schedule 2 

1996 
Actual 
296,758 
11,000 
7,543 
64,514 
1,770 
1_578 

Total Operating Revenues 401,300 403,091 1,791 383,163 

O PERA TING EX PENSES 
Salaries 
Truck Expense 
Offi ce Expense 
M aintenance Supplies 
Utilities 
Plant M aintenance 
Repairs and Installations 
Director Fees 
Travel 
Telephone 
Insurance 
Accounting Fees 
Conventions 
Legal Fees 
M embership Dues 
Rent Expense 
N SF Checks 
M owing 
Advertising 
Bank Charges 
M iscellaneous 
Depreciation Expense 
Payroll Taxes 

Total Operating Expense 

Net O perating Incom e 

(Continued on the following Page) 

The accompan ying notes are an  integral part of this statem ent 
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76,000 
1,600 
6,500 
16,000 
44,000 
2,500 
25,000 
6,000 
3,800 
3,500 
17,000 
6,000 
40O 

200 
100 
300 

1,400 
400 
100 
100 

106,100 
6.800 

323_800 

77.500 

75,530 
1,542 
5,396 
15,885 
43,173 
2,080 
21,806 
5,850 
3,478 
3,338 
15,183 
5,782 
495 

180 
8 
27 

1,303 
315 
95 
94 

106,104 
6.479 

314.143 

88_948 

470 
58 

1,104 
115 
827 
42O 

3,194 
150 
322 
162 

1,817 
218 

(95) 

2O 
92 
273 
97 
85 
5 
6 

(4) 
321 

9,657 

11.448 

78,970 
1,307 
8,756 
23,003 
40,711 
1,199 
16,166 
6,500 
3,440 
2,656 
15,093 
5,906 
486 
112 
184 

1,109 
2,405 

8 
103 768 
6 499 

318.278 

64.885 



VARNADO W ATERW ORKS DISTRICT 
W ashington Parish Police Jury 

Varnado, Louisiana 

PROPRIETARY FUND - ENTERPRI SE FUND 
SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN 

UNRESERVED RE TAINED EARNINGS 

(BUDGET AND ACTUAL) 
For the Year Ended December 31, 1997 

and Actual For the Year Ended December 31, 1996 

NON-OPERATING REVENUE (EXPENSES): 
Interest Incom e $ 
Bond Interest Expense 
Gain on Sale of Fixed Asset 
In surance Settlem ent 
Bad Debts 

Total Non-Operating Revenue (Expenses) 

Net Income (Loss) 

Unreserved Retained Earnings 
Beginning of Year 

Add: Am ortization of Contributions 

Less" (Increase) in Reserve for Revenue 
Bond Retirem ent 

(Increase) in Reserve for Revenue 
Bond Contingency 

Unreserved Retained Earnings, End of Year 

(Concluded) 

The accompanying notes are an integral part of this statement. 

;~ 800 $ 
(62,500) 

48,500 

(2,500) 

-22- 

22.300 

99.800 

Variance- 
Favorable 

Actual (Unfavorable) 

39,093 $ 
(60,782) 

48,525 

26.836 

293 $ 
1,718 

25 
2.500 

4.536 

Schedule 2 

1996 
Actual 

28,947 

(65,983) 
3,375 

(33r661) 

115,784 $
__

15,984 31,224 

557,101 

47,605 

(9,682) 

490,883 

47,606 

(6,196) 

7007144 $ 557,10
_
1
.._
1 



VARNADO W ATERW ORKS DISTRICT 
W ASH IN G TO N PARISH POLICE JUR Y 

Varnado, Louisiana 

SCH EDULE O F CO M PENSATIO N PAID BOARD M EM BERS 
For the Year Ended Decem ber 31, 1997 

Schedule 3 

The schedule of com pensation paid board members is presented in compliance with House Concurrent Resolution 
No. 54 of the 1979 Session of the Louisiana Legislature. 

N \\IF 

Homer Seal, President 

T. A. M agee, Com m issioner 

W ayne Seal, Com m issioner 

Freddie Jefferrson, Com m issioner 

M elodysee Peters, Com m issioner 

Berkley Thom as 

Ancel W illiam s 

Argil Boone 

Total Compensation Paid 

Board of Com m issioners 

Homer Seal, President 

T. A . M agee 

W ayne Sea 

Freddie Jefferrson, V ice- 
Pres. 

M elodysee Peters 

Berkley Thom as 

A ncel W illiam s 

Argil Boone 

A ddress 

62823 M ain St. 
Angie, LA 70426 

20551 W indy Ridge Rd 
Bogalusa, LA 70427 

61269 Dollar Road 
Angie, LA 70426 

31110 School Rd. 
Angle, LA 70426 

24279 O ld Colum bia Road 
A ngie, LA 70426 

20078 Edwards Drive 
Bogalusa, LA 70427 

63293 Fornea Road 
Angle, LA 70426 

61768 Seal Road 
Angie, LA 70426 

The accompanying notes are an integral part of this statement. 
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A m ount 

$800 
750 

800 

650 

750 

700 

700 

700 

Term of Offi ce 

01/01/96 
to 

12/31/2000 

01/01/96 
to 

12/31/97 

01/01/96 
to 

12/31/98 

01/01/97 
to 

12/31/01 

01/01/96 
to 

12/31/98 

01/01/96 
to 

12/31/99 

01/01/96 
to 

12/31/99 

01/01/96 
to 

12/31/2000 



Insurance Company 

VARNADO W ATERW O RKS DISTRICT 
W ASH INGTON PARISH PO LICE JURY 

Varnado, Louisiana 

SCH EDULE OF INSURA N CE 
For the Year Ended Decem ber 31, 1997 

W estern Surety 
Bond # 18216102 

Hartford Insurance Com pany 
Police # 953324908 

Titan Insurance Company 
Policy # 90-HP-02337 

Titan Insurance Company 
Policy # 90-HP-02337 

Titan Insurance Com pany 
Policy # 90-H P-02337 

Titan Indemnity Company 
Policy # 90-HP-02337 

Coverage 

Position Fidelity Schedule 
Bonds, Coverage for 3 Board 
M embers for $100,000 and 
$25,000 for Offi ce M anager 
and $25,000 for Clerk 

Boiler & M achinery Policy, 
Blanket Covel age of $300,000 
for 5 location~ Deductible of 
$1,000, Expecung Expenses 
of $25,000 

General Liability of 
$1,000,000 Combined Single 
Lim it 

Public Offi cials Liability 
Policy Coverage of 
$1,000,000 for Any One 
Claim with a Deductible of 
$2,500 for each claimant with 
a $7,500 M aximum 

Commercial Property Package 
$85,000 Building Limit 
$20,000 Personal Property 

Business Auto $1,000,000/ 
$1,000,000/$1,000,000 

LA W orker's Com pensation W orker's Compensation 
Corporation 

The accompanying notes are an integral part of this statement. 
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Effective 
Date 

11/I6/96 
11/16/97 

03/01/96 
03/01/97 

03/01/96 
03/01/97 

03/01/96 
03/01/97 

02/28/96 
02/28/97 

03/01196 
03/01/97 

Statutory 
Lim its 

Schedule 4 

Expiration 
Date 

11/16/97 
I1/16/98 

02/28/97 
02/28/98 

02/28/97 
02/28/98 

02/28/97 
02/28/98 

02/28/97 
02/28:9~ 

02/28/97 
02/28/98 

Continuing 
Policy 



VARNADO W ATERW ORK S DISTRICT 
W ashington Parish Police Jury 

Varnado, Louisiana 

SCHEDULE OF CHANGES IN ASSETS RESTRI CTED 
FOR USDA RURA L UTILITY SERVICE 

AND 
SCHEDULE OF W ATER CUSTOM ERS 

For the Year Ended Year Ended Decem ber 31, 1997 

Cash Balance, Jan uary 1, 1997 

Cash Receipts: 
Tran sfers From Operating Account 
Interest Earned 

Cash Disbursements 

Cash Balance, December 31, 1997 

Bond 
Reserve 

Bond 
Depreciation 

and 
Contingency 

Schedule 5 

Total 

$67,416 $79,785 $147,201 

4,800 
4,882 

4,776 

5,888 
9,576 
10,770 

$77,098 $90,449 $167,547 

SCH EDULE O F W ATER CUSTO M ERS 

As of December 31, 1997, the district had the following number of customers 

W ater-Residential 
W ater-Commercial 
W ater-School 
W ater-Prison 

Total W ater Customers 

The accompan ying notes are an  integral part of this statem ent. 
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Reference Num ber 97-1 

Description of Finding 

Schedule of Corrective Action Plan for 
Current Year A udit Findings 

For the Year Ended Decem ber 31, 1997 

Schedule 7 

As of December 31, 1997, the Varnado W aterworks District had unsecured deposits of $6
,000 in a local 

bank. This is in violation of the cash managem ent laws. 

Corrective Action Planned 

Varnado W aterw orks District's m anagement w ill request proper collateral from the financial institution to 
be in compliance w ith the cash m anagement law . 

Contact Person 

M ary Thigpen, M anager 

A nticipated Com pletion Date 

M arcia 31, 1998. 

R eference N um ber 97-2 

D escription of Finding 

During the year ended December 31, 1997, the 
com pressor w ithout receiving the 3 proper quotes. 

C orrective Action Planned 

Contact Person 

M ary Th igpen, M anager 

A nticipated Com pletion D ate 

Im m ediately 

- 27- 

Varnado W aterw orks District purchased a used air 
This is in violation of the public bid law . 
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REPORT ON COM PLIANCE AND ON INTERNAL CONTROL OVER FINAN CIA L 
RE PORTIN G BASED ON AN AUD IT OF FIN AN CIAL STATEM ENTS PERFORM ED 

IN ACCORDANCE W ITH GOVERNM EN TA UDITIN G STANDARDS 

Board of Com m issioners 
Varnado W aterworks District 
W ashington Parish Police Jury 
Varnado, Louisiana 

W e have audited the financial statements of the Varnado W aterw orks District, Louisiana, as of and for the year ended 
December 31, 1997, and have issued our report thereon dated M arch 13, 1998. W e conducted our audit in 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. 

Com pliance 
A s part of obtaining reasonable assuran ce about whether the Vam ado W aterworks D istrict, Louisiana's financial 
statements are free of material misstatement, we performed tests of it's compliance with certain provisions of laws, 
regulations, contracts, and grants noncompliance with which could have a direct and m aterial effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with such 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 ar e required to be reported under Governmental Auditing Standards 
which are described in Schedule 6 as items 97-1 and 97-2. 

Internal Control Over Financial Reporting 
In planning and perform ing our audit, we considered the Vam ado W aterw orks District, Louisiana's internal control 
over financial reporting in order to determ ine 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. Our 
consideration of the intern al control over financial reporting would not necessarily disclose all matters in the 
internal control over finan cial reporting that m ight be material weaknesses. A material weakness is a condition in 
which the design or operation of one or m ore of the internal control components does not reduce to a relatively 
low level the risk that m isstatements in amounts that would he 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 perform ing 
their assigned functions. W e noted no matters involving the intern al control over financial reporting and its 
operation that we consider to be material weaknesses. 

This report is intended for the inform ation ofmallagement, the Louisiana Legislative Auditor, and the USDA Rural Utility 

Bruce Harrell & Com pany, CPAs 
A Professional Accounting Corporation 

Kcntw ood, Louisian a 
M arch 13, 1998 
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