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ELLIOTT & ASSOCIATES, INC.
A Professional Accounting Corporation
P.O.Box 1287
ILeesville, L.ouisiana 71496-1287

(318)239-2535 W. Micheal Elliott, CPA
(318) 238-3133
Fax 239-2295

UNQUALIFIED OPINION ON GENERAL-PURPOSE
FINANCIAL STATEMENTS-GOVERNMENTAI ENTITY

Independent Auditor’s Report

Board of Commissioners
Vernon Yarish Water and Sewer Commission No. 1
New Llano, loulsliana:

I have audited the accompanylng general-purpose financial
statements of the Vernon Parish Water and Sewer Commission No. 1,
a component unit of the Vernon Parish Police Jury, as of and for
the year conded May 31, 1997, as listed in the table of contents.
These general-purpose financlial statements are the responsibility
of the Vernon Parish Water and Sewer Commigssion No. 1’s
management.. My responsibility 1s to express an opinion on these
general-purpose financial statements based on my audit.

] conducted my audit in accordance with generally accepted
audlting standards and the standards applicable to financial
audlts contained in Government Auditing Standards, issued by the
Comptroller General of the United States. 7Those standards
reguire that 1 plan and perform the audit to obtain reasonable
assurance about whether the general-purpogse financlial statements
are free ol material misstatement. An audit includes examining,
on a test basls, evidence supporting the amounts and disclosures
in the general-purpose {inancial statements. An audit also
includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall
general -purpose financial statement presentation. I believe that
my audit provides a reasonable basis for my opinion.

In my opinion, the general-purpose financial statements referred
to above present fairly, in all material respects, the financial
position of the Vernon Parish Water and Sewer Commigsion No. 1 as
of and for the year ended May 31, 1997, and the ‘results of its
operations and changes in cash flow for the year then ended in
conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, I have also
1ssued ny report dated November 7, 1997, on my consideration of
the Vernon Parish Water and Sewer Commission No. 17s internal
control over financial reporting and my tests of its compliance
with certain provisions of laws, reqgulations, contracts and

grants.,



My audit was made for the purpose of forming an opinion on the
general-purpose financial statements taken as a whole. The
accompanying financial information listed as schedules in the
table of contents are presented for purposes of additional
analysis and are not a required part of the general-purpose
financial statements of the Vernon Parish Water and Sewer
Commission No. 1. Such information has been subijected to the
auditing procedures applied in the audit of the general-purpose
financial statements and, in my opinion, is fairly presented in
all material respects in relation to the general-purpose
financial statements taken as a whole.

%ﬁ& AsaC.“A FA C,ﬂ

Leesville, Louisliana
November 7, 1997
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ELLIOTT & ASSOCIATES, INC.

4 Professional Accounting Corporation

P. O. Box 1287
L.eesville, Louisiana 71496-1287

(318)239-2535 W, Micheal Elliott, CPA
(318) 238-5135
Fax 239-2295

REDPPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Vernon Parish water and Sewer Commission No. 1
New I.Jano, Louilslana:

I have audited the general-purpose financial statements of the
Vernon Parish Water and Sewer Commission No. 1, as of and for the
vear cnded May 31, 1997, and have 1ssued my report thereon dated
Novenbher 7, 1997. I conducted my audit in accordance with
generally accepted auditing standards and the standards
applicable to financial audits contained in Governmenl Auditing

- Standards, issued by the Comptroller General of the United
states.

Compliance

As part of obtalning reasonable assurance about whether the
Vernon Parish Water and Sewer Commlission No., 1’s general-purpose
financial statements are free of material misgsstatement, 1
prerformed tests of its compliance with certain provisions oi
laws, regulations, contracts and drants, noncompliance with which
could have a direct and material effect on the determination of
financial statements amounts. However, providing an opinion on
compliance with those provisions was not an objective of my audit
and, accordingly, I do not express such an opinion. The results
of my tests disclosed an instance of noncompliance that are
reguired to be reported under Government Auditing Standards which

18 described as follows:

Finding: This audit report 1s not being issued within the

six months of the close of its May 31, 1997 fiscal year-end.
This is a violation of LA R.S8. #24:518(A)(5)(a).

Management Response: The audit report is late because the
audit firm had not completed 1ts quality review within the
prescribed time frame and therefore could not release the
report until its review was completed and legislative

Auditor approval was obtained of 1its report.




Internal Control Over Financial Reporting |

In planning and performing my audit, I considered the Vernon
Parish Water and Sewer Commission No. 1’s internal control over
financial reporting in order to determine my auditing procedures
for the purpose of expressing my opinion on the financial
statements and not to provide assurance on the internal control
over financial reporting. My consideration of the internal
control over financial reporting would not necessarily disclose
all matters in the internal control over financial reporting 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 in 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. 1 noted no
matters involving the internal control over financial reporting
and 1ts operation that I consider to be material weaknesses.

This report is intended for the information of the management.
However, this report is a matter of public record and its
distribution is not limited.

%Jﬁrferﬂmﬂ 17

Leesville, Louisliana
November 7, 1997

'
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VERNON PARISH WATER AND SEWER COMMISSION NO. 1
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

¥Yor the ¥Fiscal Year Ended May 31, 1997

T have audited the financial statements of Vernon Parish Water
and Sewer Commission No. 1 as of and for the year ended May 31,
1997, and have issued my report thereon dated November 7, 1997.
I conducted my audit in accordance with generally accepted
auditing standards and the standards applicable to financial
audits contained in Government Auditing Standards, 1issued by the
Comptrolleyry General of the United States. My audit of the
financial statements as of May 31, 1997 resulted in an

ungualified opinion.

Section I Summary of Auditor’s Reports

a. Report on Internal Control and Compliance
Material to the Financial Statements

Internal Control
Material Weaknesses ( )} Yes (X)) No
Reportable Conditions ( ) Yes

Compliance

Compliance Material to Financial
statements (X)) Yes ( ) No

b. Federal Awards

Internal Control
Material Weaknesses ( ) Yes () No (X)) N/A
Reportable Conditions ( }) Yes () No (X) N/A

Type of Opinion On Compliance For Major Prograns

Ungualified ( ) Qualified ( )
Disclaimer ( ) Adverse ( )
N/A (X)

Are their findings regquired to be reported in accordance with Circular

A-133, Section .510(a)?
{( )} Yes ( ) No (X) N/A

L



c. Identification of Major Programs

CFDA _Number(s) Name of Federal Program

None None

Dollar threshold used to distinguish between Type A and Type B
Programs: S _N/a

¢ the auditee a "low-risk" auditee, as defined by OMB Circulaxy A-1337
( ) Yes ( ) No (X) N/A

Section II Financial Statement Findings

199701 l.ate Filing: Thils audit report is not heing issued within

the six months of the close of its May 31, 1997 fiscal year-

end. This is a violation of LA R.S. #24:513(A)(5)(a), but
does not have any effect on the financial statements. All

future reports should be issued within the required time
frame.

Section 111 Federal Award Findings and Questioned Costs

N/B

see independent auditor’s report.




VERNON PARISH WATER AND SEWER COMMISSION NO.

BALANCE SHEET

May 31, 1997

—_—— e — ————— ————

Current assets:
Cash and cash eqgquivalents (Note 2)
Receivablegs
Interest
Accounts
Inventory, at cost
Prepaid expenses

Total current assets

Restricted assets:
Cash and cash eguivalents (Note 2)

Total restricted assets

Fixed assets (Note 3):
Land
Buildings
Inprovements other than buildings
Furniture, fixtures, and eguipment
Less:  accunulated depreciation

Fixed assets (net of accumulated
depreciation)

Bond ilssuance costs
l.eas: accumulated amortization

Bond i1ssuance costs (net of
accumulated amortization)

Total assets

The accompanying notes are an l1ntegral part of this

1

S 25,867

802
64,961
16,396

3,485

- ———

111,511

341,686

341,686

- —_————

21,661
105,075
2,822,955
127,495
~(1,0063,216)

statement .




LIABILITIES AND EQUITY

Current liabilities:
Accounts payable
Sales tax payable
Payroll taxes payable
Current maturity oi note payable (Note 4)

Total current liabilities

Current liabilities pavable from restricted assets:
Customer deposits
Accrued interest payable~—-bonds (Note 4)
Due to Farmers Home Administration (Note 5)
General obligation bonds payable—-—current (Note 4)

Total current liabilities payable
from restricted assets

Long—term liabilities (Note 4): -
General obligation bonds payable (net
of current portion)
Total lJong-term liabilities
Total liabilities

Egquity:

Retained earnings:
Reserved for customer deposits
Reserved for general obligation
bond indentures
Unreserved

Total retained carnings
Total equity

Total liakilities and equity

Exhibit A

1,650,726

16,581

183,186
2. 101,476

901,243

——— e— i 7 .= == ——,——

901,243

—_—

[ e -_—

8.2.251,969



Exhibit B

VERNON PARISH WATER AND SEWER COMMISSION NO. 1
Statement of Revenues, Expenses and Changes 1in Retained Earnings

For the vyear ended May 31,

Operating revenues:
Charges for sales and services:

Operatin

water sales

cervice connection fees
Penalty and reconnect fees
Gain on sale of truck
Miscellaneous income

Total operating revenues

g eXpaenseg:

Current:

Operatain

Nonopera

Nel. loss

Retained carnings,

Retained earnings,

Salaries and related benefits
Deprecliation (Note 3)
Utilities and telephone
Repalrs and maintenance
Insurance

Office expense

Accounting and legal

Truck expense
Supplies

Pey diem of board
Equipment rent
Miscellaneous
uniform service
Amortization

Land lease expense
Small tools

Bank charges

Dues and subscriptions

membhers

Total operating expenses

g income

t.ing revenues (expenses):
Interest income
Interest expense (Note 4)

1997

Total nonoperating revenues (expenses)

beginning

ending

$ 455,493
4,715
26,980

500

726

— .

488,414

_-— o o T e e

9,672

. . (138,574)

The accompanying notes are an integral part ot this statement.

8
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VERNON PARISH WATER AND SEWER COMMISSION
Statement of Cash Flows
For the year ended May 31, 1937

CASH FLOWS FROM COPERATING ACTIVITIES
Operating Income
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depreciation and amortization
Changes in assets and liabllities:
Accounts receivable
Inventory
Prepalid expenses
Accounts payabhle
Customer depositis
Note pavable
Other current liabilities

et cash provided by operating activities
CASH FILOWS FORM NONCAPITAL FINANCING ACTIVITIES

CASH F1,OWS FROM CAPITAL FINANCING ACTIVITIES
Acquisition of property, plant, and
egulpment
Payments of general obligation bonds
and other indebtedness
Interest paid on long~term debt

Net cash used by capital financing activitles

CASH FIL.LOWS FROM INVESTING ACTIVITIES
Interest received

Net cash provided by investing activities

Increase in cash

Cash, beginning of fiscal Year

Cash, cond of fiscal year

CLASSIFIED AS :
Current Assets

Restricted Assets

TOTALS

NO.

Exhibit C

{-l-

b
i

- ——

$ 108,380

82,346
(6,754)
(309)

654
(3,201)

2,089

(18,518)

(24,644)
_(141,368)

{184,530

9.614

———— e — - = -

The accompanying notes are an integral part of this statement.

9
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VERNON PARISH WATER AND SEWER COMMISSION NO. 1
Notes to the Financial Statements

May 31, 1997

NOTE 1--SUMMARY OF SIGNIFICANT ACCOQUNTING POLICIES

_——

- r———— . B — - _——————— ——— o m

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 FEntity).

In April of 1984, the Financial Accounting Foundation
ecstablished the Governmental Accounting Standards Board (GASB)
to promulgate generally accepted accounting principles and
reporting standards with respect to activities and transactions
ol state and local governments. In November of 1984, the GASRB
issued a codification of governmental accounting and financial
reporting standards. This codification 1s recognized as

generally accepted accounting principles for state and local
gqovernments.

Vernon Parish Water and Sewer Commission No. 1 '"Commission) is
a component unit of the Vernon Parish Police Jury as defined by
CASB codification Section 2100. The Commission was creatced by
the Vernon Parish Police Jury as authorized by Loulsiana
Revised Statutes 33:3811-21. 7The Commission is governed by a
board of seven commissioners appointed by the Vernon Parigh
Police Jury, who are responsible for providing water and sewer
service within the boundaries of the district.

A FUND ACCOUNTING

Vernon Parish Water and Sewer Commlission No. 1 is organizoed and
operated on a fund basis as a Proprietary Fund Type-Enterprisc
Fund. In an enterprise fund the accrual basils of accounting is
utilized and revenues are recognized when earned and expenses
are recognized when incurred. EBEnterprise Funds are used 1o
account. for operations that are financed and operated in a
manner similar to privatoe business enterprises where the intent
of 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.

10




NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POI,
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VERENON PARISH WATER AND SEWER COMMISSION NO. 1
Notes to the Financial Statements
May 31, 1997

CIES (CONTINUED}Y

B. CASH AND CASH EQUIVALENTS

Cash includes amounts in petty cash, demand deposits, interest
bearing demand deposits, and money market accounts. Cash
equivalents include amounts in time deposits, with maturities
of three months or less. Under state law, the commission may
deposit funds in demand deposits, interest bearing demand
deposits, money market accounts, and time deposits with state
banks organized under Louisiana law and national banks having
their principal offices in Loulslana, or U.S. bonds, treasury
bills and notes, or certificates.

C. RESTRICTED ASSETS

Certain proceeds of the Enterprise Fund revenue bonds as well
as coertain resouvrces set aside for their repayment, are
classified as restricted assets on the balance sheet becausc
their use is limited by applicable bond covenants. The
restricted assets include revenue bond reserve accounts and
customer meter deposits,

. ACCOUNTS RECEIVARLE WRITE-OPFEF METHOD

The Commission has adopted a write off policy wherein any
account that is deemed uncollectible i1s written off direcctly
when the account’s collection efforts have beon deemoed
unsuccessful.

b . FIXED ASSETS AND LONG~TERM LIABILITIES

The fixed assets and long-term liabilities of the water and
cower commlioasion are accounted for on the balance shecet of the
Enterprise Fund. The fixed assets of the commission as shown
on the balance sheet are recorded at historical cost.
Depreciation is computed by the straight line method based on
the estinmated useful life of the individual assets.

11




VERNON PARTISH WATER AND SEWER COMMISSION NO. 1
Notes to the Financial Statenents

May 31, 1997

— e — —— - —————— —— —— — ——

NOTE 1--SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES (CONTINUED)

T TR e —

F. BASIS OF ACCOUNTING

Basis of accounting refers to when revenues and expenditures or
expenses are reported in the financial statemnents. 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.
All proprietary funds are accounted for on a flow of econonmic
resources measurement focus. With this measurement focus, all
assets assoclated with the operation of these funds are
included on the balance sheet. Fund equity (l1.e., net total
assets) 1s segregated into contributed capital and retained
carnings conponents. Proprietary fund-type operating
statements present 1ncreases (e.dg., revenues) and decreaseos
(e.g., expenses) i1n net total assets.

G. RUDGETARY PRACTICE

The Vernon Parish Water and Sewer Commission No. 1 utilizes the
following budgetary practice:

Annually the Commission adopts a budget for the Enterprise Fund
as a management device for control of revenues and expenses.
The budget i1s amended at various times during the year as the
need arises. A comparison of revenues and expenses is not
included with the accompanying statements.

H. INVENTORY

Inventories are valued at cost. Inventories in the Enterprisc
Fund consist of expendable supplies held for use in repairs and
extending water mains of the water and sewer district. The
cost is recorded as an expense at the time the item is
purchased. At year end the physical inventory is adjusted to
expenses and carried on the balance sheet as a current asset.
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VERNON PARISH WATER AND SEWER COMMISSION NO. 1
Notes to the Financial Statements

May 31, 1997

NOTE 1--~SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

——— — —— —

1. RETIREMENT COMMITMENTS

All employees of the Commission are members of the federal
social security system. The commlission contributes 7.65% of
gross salaries up to appropriate statutory limits to that
systemn. The Federal Social Security System administrates the
plan and pays benefits.

J . BOND ISSUANCE CO87TS

Amortization of bond issuance costs is computed on the
straight—-1line method over thirty vears.

NOTE 2--CASH_AND CASH EQUIVALENTS
At May 31, 1997, the carrying amount of the Commission’s cash
and cash eguivalents wasgs $367,553 and the bank balance was
S370,784., Of the bank balance, $100,000 was covered by federal
depository insurance, and $270,784 was covered by collateral
held in the Commission’s name by the pledging banks’ ssafekeepilng
agent.

NOTE_ 3~--CHANGES 1IN FIXED ASSETS

Fixed assets are recorded at cost or estimated cost lesg
accunulated depreciation. Depreciation is calculated by the
straight-line method over the estimated useful life of the
various classes of assets.

13
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VERNON PARISH WATER AND SEWER COMMISSION NO. 1
Notes to the Financial Statements

May 31, 1997

NOTE 3--CHANGES IN FIXED ASSETS (CONTINUKD)

The following is a summary of changes 1n fixed assets as of May 31,
1997:

Improvements Furniture,
other than fixtures, &
JLand_  Buildings _ _buildings _eguipment _  Total

-— - - -n— ——

Balance,
June 1, 1996 $21,661 S$105,075 $ 2,809,221 § 125,786 $3,0061,743

Additions — _—— 13,734 4,784 18,518

Deletions L mee— e m o A3,075)Y
Balance,
May 31, 1997 21,661 105,075 2,822,955 127,495 3,077,186

l.ess:
Accumulated
depreciation —— . (32,450)

—_—,e—— e —— e LA— ——

51,149) _(119,617) (1,003,2106)

— o T—————

Naet fixed
asscts $21,661 7

N
-

g 4
A T - —

06l 5 25 $.1,971,806 5 |

_— e ——, B - —_— —-—

1,878 $52,073,970

/

The following estimated useful lives are used to compute
depreciation:

Buildings 15-30 years
Improvements other than buildings 5-40 years
Furniture, fixtures, and equlipmnent 3—-7 vyears

14
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VERNON PARISH WATER AND SEWER COMMISSION NO. 1
Notes to the Financial Statements

May 31, 1997

NOTE 4--CHANGFES IN I, G-TERM DEBT

—_— e — —_— e -.m — e s e r——— [y

The following is a summary of long~term debt transactions of the
vVernon Parish Water and Sewer Commission No. 1 for the vyear
ended May 31, 1997:

Revenue
Revenue Bank Refunding
Bonds Note Bonds Fotal
Debt payable,

June 1, 1996 $686,449 $ 8,679 $862,592 $1,557,720
Debt retired (5,090) (7,664 (19,555) (32,309)
Debt incurred e = L e et
Debt pavable

May 31, 1997 5681.359  $ 1,015  $843,037  $1,525,411

All oi tihe cutstanding balance of the bank note at Merchants &
Farmers Bank has been classified as current since it is
scheduled for payoff by the end of 1997.

The Jong-term debt payable at May 31, 1997 is comprised of the
following issues:

Water Revenue Bonds:

$730,000 waterworks Revenue Bonds dated
January 15, 1988; due in annual installments
ot $51,129 through November 17, 2027;

interest at 6.375% S 681,359

Utilities Revenue Refunding Bonds:

$973,721 Utilities Refunding Bonds dated

4/6/89 due in average annual installments “of

$101,500 through April 1, 2019; interest at 11% 843,037

Total 1,5



VERNON PARISH WATER AND SEWER COMMISSION NO. 1
Notes to the Financial Statements
May 31, 1997
The annual requirements to amortize all revenue bonds outstanding

as of May 31, 1997, including interest payments of $2,165,440 are
as follows:

Revenuc
Revenue Refundaing
Year knding May 31, __ _Bonds . Bonds . Yotal
1998 $ 51,129 S 113,364 $ 164,493
1999 51,129 112,229 163,358
2000 $1,129 111,032 162,161
2001 51,129 109,769 160,898
2002 1,129 108,437 159,566
Thereafter 1,329,354 1,550,006 _ 2,879,360
Total $1,584,999 52,104,837 $3,689,836

—_—— - = = ' Py o= = —_— —_— - - ——  —

—— -

o mm a——— = e e

There are limitations and restrictions contalned in the various
bond indentures,. The Vernon Parish Water and Sewer Commission No.

1 is in compliance with all significant limitations and
restrictions.

NOTE 5L--DUE TO FARMERS’ HOME ADMINISTRATION

This amount of $3,226 is interest earned on construction period
advances and is restricted for use on the current construction
project or payments on existing debts to the Farmers’ Home
Adminisctration.

NOYTE 6-—-1,1TIGATION

[ —— —— [ I

The Commission was not involved in any litigation nor did it have
asserted claims lodged agalinst at.

16



SUPPLEMENTARY 1NFORMATI1ON
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Schedule 1

VERNON PARISH WATER AND SEWER COMMISSION NO. 1
COMPENSATION OF BOARD MEMBERS

For the yvear ended May 31, 1997

The schedule of per diem paid to board members was prepared in
compliance with House Concurrent Resolution No. 54 of the 1979
session of the Legislature.

As provided by Louisiana Revised Statute 33:4564, the president of
the board and each member received $60 and $50 per diemn,
respectively, for attendance at meetings of the board.

Number

Attended Amount

Susan Redmond 1 S 50
Sue Bailey 1 50
Hosmer Pate 1 50
Marvin Powell 10 500
Billy James 10 500
Paul Vinson | 12 720
A. T.. Scott 13 660
Lorin Mullins 13 650
James Merritt 12 600
Carney Jean Midkiff 13 ... 650
Total 54,430

Sce independent auditor’s report.

18
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Schedule 2

VERNON PARISH WATER AND SEWER COMMISSION NO. 1
SCHEDULE OF PRIOR YEAR FI1INDINGS

For the Fiscal Year Ended May 31, 1997
SECTION I INTERNAL CONTROL AND COMPLIANCE MATERIAL 7TO
THE FINANCIAL STATEMENTS
There were no prior year findings relating

to internal control and compliance material
to the financial statements.

SECTION 17X INTERNAL CONTROL AND COMPLIANCE MATERIAL T0
FEDERAL, AWARDS

There were no prior year findings relating
to internal control and compliance material
to federal awards.

SECTION IIXII MANAGEMENT LETTER

There was no management letter with prior
year audit report.

Sce independent auditor’s report.
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Schedule 3

VERNON PARISH WATER AND SEWER COMMISSION NO. 1
MANAGEMENT’S CORRECTIVE ACTION PI.AN

¥For the Fiscal Year Ended May 31, 1997

SECTION T INTERNAL CONTROL AND COMPLIANCE MATERIAIL TO
THE FINANCIAI STATEMENT

1997.1 Connie James, Office Manager, will closely
monitor the timely completion of the May 31,
1998 audit by November 30, 1998 and require
the auditor to complete it in a timely

fashion.
SECTION I INTERNAYL, CONTROL AND COMPLIANCE MATERIAL 90
FEDERAYT, AWARDS
N/A
SECTION IIX MANAGCGEMENT LETTER
N/A

See i1ndependent auditor’s report.
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