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C E R IlF IE D P U B LIC; A C C O U N FA N IS 

Board of A lderm en 
Tow n of Sterlington 
Sterlington, Louisiana 

INDEPENDENT AUDITO RS' REPO RT 

John L Luffoy, M B,'% CPA 
Francis I, Huflr'rlon, CPA 
L Fred Mor/roo, CPA 
Eslher AileDolry, CPA 
CQrolyn A Clorko, CPA 

W e have audited the accom panying general purpose financial statem ents of the Tow n of 
Sterlington, Louisiana (the Town), as of December 31, 1998 and for the years ended 
Decem ber 31, 1998 and 1997, as listed in the Table of Contents. These general purpose 
financial statem ents are the responsibility of the Tow n's m anagem ent. O ur responsibility 
is to express an opinion on these general purpose financial statem ents based on our 
audits. 

W e conducted our audits in accordance w ith generally accepted auditing standards; the 
standards for financial audits contained in Governm ent Auditing Standards, issued by the 
Com ptroller G eneral of the United States; and the Louisiana G overnm ental Audit G uide, 
issued by the Louisiana Society of Certified Public Accountants and the Louisiana 
Legislative Auditor. Those standards require that we plan and perform the audits to obtain 
reasonable assurance about w hether the general purpose financial statem ents are free of 
m aterial m isstatem ent. An audit includes exam ining, on a test basis, evidence supporting 
the am ounts and disclosures in the general purpose financial statem ents. An audit also 
includes assessing the accounting principles used and significant estim ates m ade by 
m anagem ent, as well as evaluating the overall general purpose financial statement 
presentation. W e believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the general purpose financial statem ents referred to above present fairly, 
in all m aterial respects, the financial position of the Tow n as of Decem ber 31, 1998, and 
the results of its operations and cash flows of its proprietary fund type for the years ended 
Decem ber 31, 1998 and 1997 in conform ity w ith generally accepted acco unting principles. 

In accordance w ith Govern m ent Auditing Standards, we have also issued our report dated 
April 22, 1999 on our consideration of the Tow n's internal control over financial reporting 
and on our tests of its com pliance w ith certain provisions of laws, regulations, co ntracts, 
and grants. 
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1100 N 18lh $1 * PO Box 4745 ~ M onroe LA 71211-4745 
MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNIANTS 
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O ur audit was m ade for the purpose of form ing an opinion on the general purpose financial 
statements taken as a whole. The accom panying financial inform ation listed as Schedules 
in the accom panying Table of Contents is presented for purposes of additional analysis 
and is not a required part of the general purpose financial statem ents of the Tow n. Such 
information has been subjected to the auditing procedures applied in the audit of the 
general purpose financial statem ents and, in our opinion, is fairly presented in all m aterial 
respects in relation to the general purpose financial statem ents taken as a w hole. 

A pril 22, 1999 



 

TO W N O F STERLING TON 
COM BINED BALAN CE SH EET - ALL FUND TYPES AND ACCOUNT GROUP 

DECEM BER 31, 1998 

ASSETS 

Cash 
Receivables: 

Accounts Receivable 
Accrued Interest 
Taxes 

Due From O ther Funds 
Restricted Assets: 

Cash 
Utility Plant and Equipm ent 
Accum ulated Depreciation 
G eneral Fixed Assets 

TO TAl. ASSETS 

LIABILITIES AND FUND EQUITY 

Liabilities 
Accounts Payable 
Payroll Deductions Payable 
Due To Other Funds 
Bond Payable - Cun'ent 
Bond Payable - Long-Term 

Total Liabilities 

Fund Equily 
Contributed Capital 

Investment in General Fixed Assets 

Retained Earnings (Deficit): 
Reserved for Debt Service 
Unreserved 

Fund Balances: 
Designated for Police Protection 
Designated for Drainage 
Unreserved - Undesignated 

Total Fund Equity 

TO TA L LIABILITIES A ND 

FUND EQUITY 

$ 

G overnm ental 

Fund Typ~ 
G eneral 

339,163 $ 

4,968 
619 

5,930 
932 

Proprietary 

Fund Type 
Enterprise 

General Fixed 
Assets Account 

Group 

,283 $ - $ 

,877 

7,075 
186,858 

(145,739) 

381,612 $ 51,354 $ 

31,507 $ 
4,244 

35.75 

13,241 
55,719 
276,901 
345.861 

The accom panying notes are an integral part of this statem ent. 

Totals 

(M emorandum 
Only) 

340.446 

6,845 

619 
35,930 

932 

7,075 
186,858 

(145,739 
811.135 

$ 1,244,101 

083 S S 
188 
932 
934 

40,475 
43,612 

22,235 

7,075 

(21,568) 

7.742 

811.135 

32,590 

4,432 
932 
934 

40,475 
79,363 

22,235 
811.135 

7,075 

(21,568) 

13,241 
55,719 
276,901 
164.738 

51,354 $ 811,135 $ 1,244,10 



 

TOW N O F STERLINGTON 
STATEM ENTS OF REVENUES, EXPENDITURES, AND CH ANG ES IN 

FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL 
GENERAL FUND 

FO R TH E Y EA R S END ED DEC EM BER 31, 1998 A ND 1997 

Revenues 
Taxes 
Licenses and Perm its 
lntergovem mental 
Fines and Forfeitures 
Other Revenue 

Total Revenues 

Expenditures 
Current: 
General Government 
Public Safety 
Public W orks 

Capital Outlay 
Total Expenditures 

Excess of Revenues 
O ver Expenditures 

Fund Balanceat 
BeginningofYear 

FUND BALANCE AT 
END O F YEAR 

35,525 $ 
37,180 

62,000 
10.950 

245,655 

97,640 
34,500 
13,500 

245,640 

15 

Actual 

1997 
Variance - 
Favorable 

(Unfavorable) Budget Actual 

185,955 $ 50,430 $ 136,525 $ 162,495 $ 
36,108 (1,072) 37,170 62,073 
7,200 7,200 30,870 

106,853 44,853 25,000 63,857 
25,351 14,401 9,900 14,338 
361,467 115,812 208,595 333,633 

121,016 
135,929 
31,720 
35,543 
324,208 

(23,376) 
(1,429) 
(18,220) 
(35,543) 
(78,568) 

37,259 37,244 1,172 

308.602 308.602 

129,543 
113,750 
3,554 

246,847 

86,786 

221,816 221,816 

$ 308,617 $ 345,861 
~
$ 37,244 $ 222,988 $ 308,602 $ 

The accompanying notes are an integral part of these statements. 

4 

Variance - 
Favorable 

_  (Unfavorable) 

25,970 
24,903 
30,870 
38,857 
4.438 

(37,397) 
(11,973) 
9.946 

(39,424) 

85.614 

85.614 



 

TO W N  O F STER LIN G TO N 

STA TEM ENTS O F R EVEN UES, EX PENSES, 
A ND CH A N G ES IN RE TA INED D EFICIT 

PR O PR IETA R Y FUN D TY PE - EN TER PR ISE FUND 

FO R  TH E Y EA R S EN D ED D EC EM BER 31, 1998 A N D 1997 

O perating Revenues 

User Fees 
Total Operating Revenues 

O perating Expenses 
Billing Expense 

Depreciation 
Insurance 

M aintenance and System  Operations 

O ffice Supplies 
Professional Fees 
Salaries and Related Benefits 

Utilities 
Total Operating Expenses 

O perating Loss 

Nonoperating Revenues (Expenses) 
Interest Incom e 

Interest Expense 

Total Nonoperating Revenues (Expenses) 

N et Loss 

Depreciation on Fixed A ssets A cquired by G rants 

Increase in Retained D eficit 

Retained D eficit at Beginning of Y ear 

RETAINED DEFICIT AT END O F Y EAR 

The accom panying notes are an integral part of these statem ents 
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1998 1997 

21,987 $ 21,195 
21,987 21,195 

1,583 

9,480 

331 
6,920 

116 

6,790 

3,767 
28,987 

(7,000) 

161 

(2,077) 
(1,916) 

(8,916) 

5,555 

1,438 

9,480 

366 
7,424 

5 
805 

6,405 

4,658 

30,581 

(9,386) 

169 

(2,193) 
(2,024) 

(11,410) 

5,559 

(3,361) (5,851) 

(11,132) (5,281)
. 

(14,493) $ (11,132) 



 

TO W N O F STERL IN G TO N  

STA TEM EN TS O F C A SH  FLO W S 

PR O PR IETA RY FUND TYPE - ENTERPRISE FUND 

FO R TH E YEARS ENDED DECEM BER 31, 1998 AND 1997 

Cash Flows From  O perating A ctivities: 
Operating Loss 

Adjustments to Reconcile Operating Loss to Net 
Cash Provided by Operating Activities: 
Depreciation 
Changes in Assets and Liabilities: 

Accounts Receivable 
Accounts Payable 

Payroll Deductions Payable 
Due To Other Funds 

Total Adjustments 

Net Cash Provided by Operating Activities 

Cash Flows From  Capital Financing A ctivities: 
Principal Paid on Bonds 

Interest Paid on Bonds 

Net Cash Used by Financing Activities 

Cash Flows From  Investing A ctivities: 
Interest Received 

Net Cash Provided by Investing Activities 

Net D ecrease in Cash and Cash Equivalents 

Cash and Cash Equivalents at Beginning of Year 

1998 1997 

(7,000) $ (9,386) 

9,480 

(89) 
132 

10 

9.533 

9,480 

(32) 
137 

112 

8O5 
10.502 

2,533 1,116 

(927) 
(2,077) 
(3,004) 

(810) 
(2,193) 
(3,003) 

161 169 
161 

(310) 

8.668 

169 

(1,718) 

10.386 

CASII AND CASH EQUIVALENTS AT END OF YEAR $ 8,358 $ 8,668 

C urrent A ssets 

Cash 

Restricted A ssets 
Cash 

TOTAL CASH AND CASH EQUIVALENTS 

The accom panying notes are an integral part of these statem ents 

1,283 $ 1,754 

7,075 6,914 

8,358 $ 8,668 



 

TO W N O F STERLING TO N 
NO TES TO FINAN CIAL STATEM ENTS 

FO R TH E Y EARS ENDED DECEM BER 31, 1998 AN D 1997 

NO TE 1 - SUM M AR Y O F SIG NIFICAN T A CCO UNTING PO LICIES 

Financial Reporting Enti~/Basis Of Presentation 

The accom panying financial statem ents include all funds an d accomat groups of the 
Town of Sterlington, Louisiana (tile Town). The accompan ying general purpose 
finan cial statem ents of the Town have been prepared in accordan ce with generally 

accepted accounting principles (GAAP) as applied to governmental units. The 
Governmental Accounting Stan dards Board (GASB) is the accepted stan dard-setting 
body for establishing govern m ental accounting an d financial reporting principles. 

The Town consists of an executive bran ch of govern m ent headed by a m ayor an d a 
legislative bran ch of government consisting of five aldermen. The Town's major 
operations include police an d fire protection, street an d drainage m aintenance, garbage 
an d trash collection, an d adm inistrative services. 

As the governing authority for the municipality, the Town is the reporting entity for the 
municipality. The finan cial reporting entity consists of (a) the primary government 
(the Town), (b) organ izations for which the primary government is finan cially 
accountable, and (c) other organ izations for which the nature and significan ce of their 
relationship w ith the Town  ar e such that exclusion w ould cause the reporting entity's 
finan cial statem ents to be m isleading or incom plete. 

GA SB Statem ent N o. 14 established criteria for determ ining w hich com ponent units 
should be eonsidered part of the Town  for finan cial reporting purp oses. The basic 
criterion for including a potential com ponent unit w ithin the reporting entity is 
accountability. These criteria include: 

2 

3 

Appointing a voting majority of an  organization's governing body and the 
ability of the Town to impose its will on that organ ization and/or the potential 
for the organ ization to provide specific finan cial benefits to or im pose 
specific finan cial burdens on the Town. 

Organ izations for which the Town does not appoint a voting majority, but arc 
fiscally dependent on the Town. 

Organizations for w hich the reporting an tity finan cial statem ents would be 
m isleading if data of the organ ization is not included because of the nature 
an d significance of the relationship. 

Based on the foregoing criteria, the finan cial statem ents of the Bartholom ew Sewerage 
District No. 1 (a proprietary fund type - enterprise fund - the District) have been 
included in this report using a blended presentation because the D istrict w as created by 
the Tow n and the D istrict's Boar d of Com m issioners are the five alderm en. 



 

TO W N O F STERLING TO N 
NO TES TO FINAN CIAL STATEM EN TS 

FO R TH E Y EAR S ENDED DECEM BER 31, 1998 AN D 1997 

The following is a sum m ary of certain significant accounting policies and practices 

A. Fund Accounting 

The accoun ts of the Town are organized on th e basis of funds an d account groups, 
each of which is considered a separate accoun ting entity. The operations of each 
fund ar e accoun ted for with  a separate set of self-balan cing accounts that com prise 
its assets, liabilities, fund equity, revenues, an d expenditures, or expenses, as 
appropriate. Governm ent resources ar e allocated to an d accounted for in 
individual funds bas ed upon the purposes for which they ar e to be spent and the 
m ean s by which spending ac tivities are controlled. The various funds are gr ouped 
in the finan cial statem ents of this report into the categories an d account group as 
follow s: 

GO VERNM EN TAL F UND 

General Fund - The General Fun d is the general operating fund of the Town. It 
is used for all finan cial resour ces, except those required to be accounted for in 
other funds. 

PROPRIETARY F UND  

Enterprise Fund - Enterprise Funds are used  to accoun t for operations (a) that are 
finan ced an d operated in a m anner sim ilar to private business enterp rise -- 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 co ntinuing 
basis be financed or reeovered primarily through user charges; or (b) where the 
governing body has dec ided that periodie determ ination of revenues earned, 
expenses incurred, and/or net inco m e is appropriate for capital m aintenance, 
public policy, m anagem ent control, accountability, or other purp oses. 

ACCO UN T GRO UP 

General Fixed Assets Account Group - The accounting an d reporting treatm ent 
applied to the fixed as sets associated w ith a fund ar e determ ined by its 
m easurem ent focus. A ll govern m ental funds are accounted for on a spending or 
"financial flow " m eas urem ent focus. This m eans that only current assets and 
current liabilities ar e generally included on their balan ce sheets. Their reported 

fund balance (net current assets) is considered a measure of"available spendable 
resour ces"

. Governmental fund operating statements present increases (revenues 
an d other finan cing sources) an d decreases (expenditures an d other financing uses) 
in net current assets. Accordingly, they are said to present a sum m ary of sources 
and uses of available spendable resources during a period. 



 

TO W N O F STERLIN G TO N 
NO TES TO FINAN CIAL STA TEM ENTS 

FO R TH E YEARS ENDED DECEM BER 31, 1998 AN D 1997 

Fixed  assets used in governmental fund type operations (general fixed  assets) are 
accounted for in the General Fixed Assets Account Group, rather than in 
governmental funds. Public domain ("infrastructure") general fixed assets 
consisting of certain im provem ents other th an buildings; including roads, bridges, 
cur bs, gutters, streets an d sidewalks, are not capitalized. N o depreciation has  been 
provided on general fixed  as sets. All fixed assets ar e valued at historical cost or 
estim ated historical cost where actual costs are not available. 

B. Basis of Accounting 

The m odified accru al bas is of accounting is used by all govem m ental funds. The 
governm ental fund uses the follow ing practices in recording revenues and 
expenditures: 

Revenues 

Taxpayer-as sessed taxes ar e considered "m easurable" w hen assessed an d are 
recognized  as  revenue at that tim e. Anticipated refunds of such tax es ar e recorded 
as  liabilities an d reductions of revenue when they ar e m easur able and their validity 
seem s certain. 

Expenditures 

Expenditures ar e generally recognized under the m odified accru al basis of 
accounting when the related fund liability is incurred. Exceptions to this general 
ru le include accum ulated unpaid vacation, siek pay, and other em ployee benefits 
which ar e im m aterial and therefore not accru ed. 

A ll proprietary funds ar e accounted for on a flow of econom ic resources 
m easurem ent focus and a determ ination of net incom e and capital m aintenance. 
W ith this m easur em ent focus, all assets an d all liabilities associated w ith the 
operation of these funds ar e included on the balan ce sheet. The proprietary fund 
uses the accru al basis of accounting. Revenues are recognized when earned, and 
expenses ar e recogn ized at the tim e liabilities ar e incurred. 

C. Budgets and Budgetary Accounting 

The budget for the General Fund is proposed by th e Clerk to the M ayor an d Board 
of A ldem aen for form al adoption. Budgets are prep ar ed on a bas is consistent w ith 
GAA P. Budgetary  am endm ents involving the transfer of funds from  one 
depar tm ent, program  or fu nction to another, or involving increas es in expenditures 
resulting from  revenues exceeding am oun ts estim ated, require the approval of the 
Board of A lderm en. At year  end, all appropriations lapse. 



 

TO W N O F STERLING TO N 
N O TES TO FINANCIAL STA TEM ENTS 

FO R TH E YEA RS ENDED DECEM BER 31, 1998 A ND 1997 

D. lnterfund Assets and Liabilities 

Am ounts shown as "advances" to other funds are not expected to be available or 
spendable during the next accounting cycle. How ever, am ounts designated as 
"due from  other funds" are considered "available spendable resources". 

E. Cash and Cash Equivalents 

Statutes require that the Town invest surplus cash balan ces in obligations of the 
United States Treasury, tim e certificates of deposit, and any other federally- 
insured investm ents. For purp oses of the Statem ent of Cash Flow s, the Town 
considers all highly liquid investments (including restricted assets) with a maturity 
of three m onths or less when purchas ed to be cash equivalents, 

F. Bad D ebts 

Uncollectible am ounts for ad valorem  and sales taxes are generally not significan t. 
As a result, the direct write-off m ethod for recognizing bad debts is used. 

G. Fixed Assets - Proprietary Fund 

D epreciation of all exhaustible tixed  assets used by the proprietary fund is char ged 
as  an  expense against its operations. Accum ulated depreciation is reported on 
proprietary fund balan ce sheets. D epreciation has been provided over the 
estim ated useful life using the straight-line m ethod over lives of 10 - 20 years

. 

H . Total Columns on Combined Statem ents 

The total colum n oll the Com bined Balance Sheet is captioned "M em orandum 
Only" to indicate that it is presented only to facilitate financial analysis. D ata in 
thi s colum n does not present financial position, results of operations or cash flows 
in confom tity w ith generally accepted accounting principles. N either is such data 
com parable to a consolidation. Interfund elim inations have not been m ade in the 
aggregation of this data. 

Estimates 

The preparation of financial statem ents in conform ity w ith generally accepted 
accounting principles requires m an agem ent to m ake estim ates and assum plions 
that affect certain reported am ounts and disclosures. Accordingly

, actual costs 
could differ from  those estim ates. 



 

TO W N O F STERLING TO N 
N O TES TO FINA NCIAL STATEM ENTS 

FO R TH E YEARS ENDED DECEM BER 31, 1998 AN D 1997 

J. Nature and Purpose of Designations of Fund Equity 

Som e portion of fund balance and/or retained earnings are reserved to indicate that 
a portion of fund equity is legally restricted to a specific future use an d is not 
available for appropriation or expenditure. The Town, through council ordinances, 
has designated  the follow ing percents of fund balance for drainage, police an d fire 
protection. 

Drainage - 15%  of sales tax revenue 
Police Protection -- 35%  of sales tax revenue 
Fire Protection - 15%  of sales tax revenue 

NO TE 2 - AD V ALO REM  TAX ES 

The Town considers ad valorem taxes receivable at D ecem ber 31 and recognizes 
incom e in the year of assessm ent. 

For the year  ended D ecem ber 31, 1998, tax es of 9.34 m ills w ere levied on property 
with as sessed valuations totaling $2,713,837 and were not dedicated to an y particular 
purpose. 

Total taxes originally levied were $25,347, the majority of which was assessed on 
residential and comm ercial property totaling $16,614 and $4,826, respectively. 

Property Tax Calendal 
A ssessm ent D ate 
Levy D ate 
Total Taxes ar e Due 

January 1 
Novem ber 15 
D ecem ber 31 

A ssessed values are established by the Ouachita Parish Tax A ssessor each year on a 
uniform  basis at the follow ing ratios to fair m arket value. 

10%  Land 
10%  Residential Im provem ents 
15%  Industrial Im provem ents 

(Excluding Land) 

15%  M achinery 
15%  Com m ercial Im provem ents 
25%  Public Service Properties 



 

TO W N O F STERLIN G TO N 
NO TES TO FINAN CIAL STATEM ENTS 

FO R TH E Y EAR S ENDED DECEM BER 31, 1998 A ND 1997 

NO TE 3 - FIXED A SSETS 

A sum m ary of the changes in general fixed assets is as follow s 

Land $ 
Buildings 
Vehicles and 

Balan ce 
12/31/96 Additions D eletions 

24,500 $ 
49,762 

Equipm ent 101,231 
Fire Protection 
System  581,981 

TOTAL $ 757.474 

Lan d $ 
Buildings 
Vehicles and 
Equipm ent 

Fire Protection 
System 

TOTAL 

0 $ 
1,525 

24,774 

0 

Balance 
12/31/97 

0 $ 24,500 
0 51,287 

0 

0 

0 

Balan ce 
12/31/97 Additions D eletions 

24,500 $ 
51,287 

126,005 

581.981 

783.773 

0 $ 
0 

35,543 

0 

0 
0 

(8,181) 

0 

126,005 

581,981 

Balance 
12/31/98 
24,500 
51,287 

153,367 

581,981 

Depreciation on assets acquired with Federal grants in the proprietary fund type is 
charged to the contributed capital account. The am ount of such depreciation for 1998 

and 1997 was $5,555 an d $5,559, respectively, and is reflected as an adjustment to ne! 
loss in the proprietary  fund operating statem ent. 

NO TE 4 - LO NG -TERM  DEBT 

Bonds payable at D ecem ber 31, 1998, consist of one revenue bond payable to the U .S. 

Department of Agriculture - Farmers Home Administration (FmHA). The bond, dated 
December 21, 1982, was in the amotmt of $51,100 an d is payable over forty years with 
interest at the rate of 5%  per annum . The bond is to be retired from  revenues derived 
from user fees of the District. 
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TO W N O F STERLING TO N 
N O TES TO FINANCIAL STATEM ENTS 

FO R TH E YEAR S ENDED DECEM BER 31, 1998 AN D 1997 

The annual requirem ents to am ortize the bond outstanding as of December 31, 1998, 
including interest payments of $30,687, are as follows: 

Year  Ending 
D ecem ber 31 

1999 
2000 
2001 
2002 
2003 

2004-2008 
2009~ 013 
2014-2018 
2019-2022 
TOTAL 

Total 
Paym ent 

$ 3,004 
3,004 
3,004 
3,004 
3,004 
15,020 
15,020 
15,020 
12,016 

$ 72,096 

The loan agreem ent betw een the District an d FmH A provides for the establishm ent of 
the follow ing bank accounts: 

Revenue Bond Reserve Fund - to provide for the accum ulation of m onies for the 
purpose of paying principal an d interest on notes which would otherwise be in 
default. The agreem ent provides that $13 per month shall be deposited to this 
account mltil the balance equals the highest principal paym ent. For the year ended 
December 31, 1998 and 1997, deposits of $59 and $62 were made to this reserve 
fund, all of which relates to interest earned on the account. 

D epreciation Reserv e Fund - to provide for rep airs an d im provem ents to the sewer 
system , with approval of the lender. The agreement provides that $13 per m onth 
shall be deposited to this accoun t un til the debt is fully retired. For the year ended 
December 31, 1998 an d 1997, deposits of $59 an d $62 respectively were made to 
this dep reciation reserve ftm d, all of which relates to interest earn ed on the account. 

NO TE 5 - PENSIO N AND RETIREM ENT PLAN 

STATE SPONSORED PENSION  PLAN  

The Town of Sterlington had tw o em ployees covered under the M unicipal Police 
Employees Retirement System of Louisian a (/VIPERS) during 1998 az]d 1997. 

The policem en ar e eligible to retire at age 50 with 20 years of credited service or at age 
55 w ith 12 years of credited serv ice an d m em bership in the System for one year. 
Benefits are payable m onthly for life at a rate of 3.33 per cent of the m em ber's final- 
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average com pensation m ultiplied by his years of credited service. The M PERS also 
provides death and disability benefits. Benefits ar e established or am ended by state 
statute. 

The M PERS issues an  annual publicly available finan cial report that includes financial 
statem ents and required supplem entary inform ation for the M PERS. That report m ay 
be obtained by writing to the M unicipal Police Em ployees Retirem ent System  of 
Louisian a, 8401 United Plaza Boulevar d, Baton Rouge, Louisian a 70809-2250, or by 

calling (504) 929-7411. 

Th e covered em ployees are required to contribute 7.50 per cent of their annual covered 
salary to the plan  an d the Town is required to contribute at an  actuarially determ ined 
rate. The current rate is 9.00 per cent of annual covered payroll. The contribution 
requirem ents of plan  m em bers an d the Town are established an d m ay be am ended by 
state statute. A s provided by Louisian a Revised Statute 11:103, the em ployer 
contributions are determined by actuarial valuation are subject to change each year 
based on the results of the valuation for the prior fiscal year . The Town's contributions 
to the M PERS for the years ending December 31, 1998, 1997, and1996 were $3,746 
$2,849, an d $1,949 respectively, equal to the required contributions for each year. 

NO TE 6 - ENTERPRISE FUND DEFICIT 

The deficit in the Enterprise Fund retained eam ings is created m ainly by depreciation 
The deficit is expected to be rem oved by revenues in subsequent year s. 

NO TE 7- CO NDUIT DEBT O BLIG ATIO N S 

In June 1979, the Town  of Sterlington and Intem ational M inerals and Chem icals 
Corporation issued  a $10,200,000 bond issue m aturing June 1, 2004, and calrying an 
interest rate of 6.75% . The Bond issue is a Louisiana Pollution Control Revenue Bond 
issue. Intern ational M inerals an d Chem icals Corporation m akes all paym ents related 
to this bond issue, an d the Town does not have an y liability in connection with this 
issue. The balance due as of Dec ember 31, 1998 an d 1997 was $10,200,000. 

The Town of Sterlington an d International M inerals an d Chem icals Corporation issued 
two bond issues in June, 1987: a $3,650,000 Louisian a Pollution Control Revenue 
Bond issue m aturing in June 1, 2008, an d carrying an  interest rate of 6.75% ; and, a 
$1,000,000 Louisian a Industrial Revenue Bond issue m aturing June 1, 2008, and 
carrying an interest rate of 6.75% . Intern ational M inerals an d Chem icals Corporation 
m akes all paym ents relating to these bond issues, an d the Tow n does not have any 
liability in connection w ith these issues. The balan ces due as of D ecem ber 31, 1998 
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and 1997 were $3,650,000 and $3,470,000, and $1,000,000 an d $950,000, respectively 

The above described bond issue includes a lease purchase agreem ent w hereby the 
bonds are payable solely out of the revenue an d other am ounts derived from the lease, 

sale or other disposition of the projects. 

NO TE 8- SIG NIFICA NT CO N CENTRATIO NS O F CREDIT RISK  

The Town has  various checking an d deposit accounts at tw o federally insured financial 
institutions. At D ecem ber 31, 1998, the bank balan ces in those institutions totaled 
$347,298. All deposits in excess of the Federal Deposit Insurance of $100,000, ar e 
secured by a pled ged sec urity totaling $200,000 that is pled ged by the fiscal agent bank 
an d is held by a custodial bank (GASB Category 1). 

NO TE 9- G RANT 

The Police Departm ent of the Town of Sterlington w as awarded a reim bursem ent gran t, 
totaling $46,888, from the United States Departm ent of Justice, Office of Comm unity 
Oriented Policing Services (COPS). The grant period is from M arch 1, 1995, to 
February 28, 1998. Grant funds totaling $20,984 have been received as of December 
31, 1998. D uring 1998 and 1997, no funds w ere expended or reim bursed, under the 
term s of the grant. 

NO TE 10- LITIG ATIO N 

A t D ecem ber 31, 1998, the Town is involved  in a lawsuit. In the opinion of the legal 
counsel for the Town, resolution of the lawsuit w ill not m aterially affect the finan cial 
position of the Town. 

NO TE 11 - O N-BEH A LF PAY M ENTS 

Certain Town em ployees in the Police Departm ent receive supplem ental pay from the 
state of Louisian a. In accordan ce w ith GA SB Statem ent N o. 24 "'Accounting and 

Financial Reporting for Certain Grants and Other Financial Assistance "', the Town 
has recorded revenues and expenditures for these paym ent in the G eneral Fund in the 

amount of $7,200. 
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NO TE 12 - RISK  FINAN CING ACTIVITIES 

The Town is a participating m em ber in the Louisiana Risk M anagem ent Agency's 
Group Self-Insuran ce Fund for M unicipal Liability Risk Sharing an d Group Self- 
Insuran ce Fund for W orkmen's compensation an d Employer Liability (the Agency). 
The A gency functions as a Public Entity Risk Pool form ed to pool the risk of public 
liability exposure to its m em bers. The Tow n insures it's law enforcem ent officers' 
com prehensive liability and errors and om issions risk through its participation in the 

Agency pools. The coverage provided by the pools is subject to $1,000 deductibles for 
certain coverages an d provides coverages up to $500,000 for each type of insured risk. 
Prem ium s for coverage are retroactively rated based  on experience an d prem ium s are 
calculated bas ed on the ultim ate cost of the experience to date of the pool participants. 

NO TE 13 - CO NTING EN CIES 

The w orldw ide challenge facing organizations, com m only referred to as the Year 2000 

(Y2K) issue, is the result of problems that may be encountered with date-related 
tran sactions on system s that have hislorically recognized years using two digits vs. four 
digits, e.g. 98 versus 1998. These system s will potentially recognize the "00" as the 
year  1900 instead of 2000. On the surface, the Y2K problem sounds sim ple enough; 
however, the im plications of this problem ar e far reaching an d could im pact a full ran ge 
of business services an d activities. 

The Tow n of Sterlington has  conducted a study of its own  system s and operations. 

Based on this study, the Town recogn izes an d plan s to initiate a project to take all 
necessary an d reas onable steps to gel the m ission critical system s an d operations Y2K 

complian t in a timely manner. The project will include confirming the Y2K 
preparedness of sign ificant third parties. 

The tim etable for the planned com pletion of the internal Y2K m odification is 
m an agem ent's estim ate. Th e estim ate was  bas ed on num erous assum ptions as to futur e 
events. There can  be no guaran tee that the estim ate w ill prove accurate, and actual 
results could differ from  those estim ated if these assum ptions prove inaccurate. 
Additionally, there can be no absolute guarantee that significant third parties w ill 
successfully and tim ely convert their system s. 
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SCH EDULE O F CO M PENSATIO N PAID BO ARD O F ALDERM EN 

The schedule of com pensation paid to the board of alderm en is presented in com pliance with House 
Concurrent Resolution No. 54 of the 1979 Session of Louisiana Legislature. Com pensation of the 
board of alderm en is included in the general governm ent expenditures of the General Fund. The 
board of alderm en receive a per diem of $50 per m onth for each regular m onthly m eeting, In 
addition, they receive a per diem of $12.50 per m onth for each m onth they attend a special meeting. 

N arne 
Linda J. A dcox 
M ichael Scott Bardin 
Clifford L. Bullock 
Catherine F. Estis 
M ichael D . Sm ith 

TOTAL 

N alne 
Linda J. Adcox 
M ichael Scott Bar din 
Clifford L. Bullock 
Catherine F. Estis 
M ichael D. Sm ith 

TOTAL 

Number of M eetings in 1998 

Number of'M eetings in 1997 
Special 

12 3 
12 4 
12 1 
12 4 
12 4 

1998 
Am ount 

$ 650 
663 
650 
637 
663 

1997 
A m ount 

638 
650 
612 
650 
650 

$ 3,200 
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INDEPENDENT A UDITO RS' REPO RT O N 
CO M PLIANCE A ND O N INTERNA L CO NTRO L OVER 
FINA NCIA L REPO RTING BASED O N A N A UDIT O F 
G ENERA L PURPO SE FINA NCIA L STATEM ENTS 

PERFO RM ED IN ACCO RDANCE W ITH 
GO VERNM EN T AUDITING STANDARDS 

Board of A lderm en 
Tow n of Sterlington 
Sterlington, Louisiana 

John E. Euffoy, M BA. CPA 
F~oncis I. Huffm on, C PA 
L. Fred Monroe, CPA 
Esther Atlol~orry,, CPA 
CQrolyr/A. CIQrke, C'PA 

W e have audited the general purpose financial statem ents of the Tow n of Sterlington, 
Louisiana (the Town), as of December 31, 1998 and 1997 and for the years then ended, 
and have issued our report thereon dated April 22, 1999. W e conducted our audits in 
accordance w ith generally accepted auditing standards; the standards applicable to 
fnancial audits contained in Governm ent Auditing Standards, issued by the Com ptroller 
G eneral of the United States; and the Louisiana Governm entalAudit Guide, issued by the 
Society of Louisiana Certified Public Accountants and the Louisiana Legislative Auditor. 

As part of obtaining reasonable assurance about w hether the Tow n's general purpose 
financial statem ents are free of m aterial m isstatem ent, w e perform ed tests of its 
com pliance w ith certain provisions of laws, regulations, contracts and grants, 
noncom pliance with which could have a direct and m aterial effect on the determ ination of 
financial statem ent am ounts. However, providing an opinion on com pliance w ith 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 noncom pliance that are required 
to be reported under Governm ent Auditing Standards. However, w e did note im m aterial 
instances of noncom pliance that we have reported to m anagem ent of the Tow n in a 
separate letter dated April 22, 1999. 

Internal Control over Financial Reporting 

In planning and perform ing our audits, w e considered the Tow n's internal control over 
financial reporting in order to determ ine our auditing procedures for the purpose of 
expressing our opinion on the general purpose financial statem ents and not to provide 
assurance on the internal control over financial reporting. How ever, we noted certain 
m atters involving the internal control over financial reporting and its operation that we 
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Board of A lderm en 
Tow n of Sterlington 
Sterlington, Louisiana 

consider to be reportable conditions. Reportable conditions involve m atters com ing to our 
attention relating to significant deficiencies in the design or operation of the internal control 
over financial reporting that, in our judgment, could adversely affect the Town's ability to 
record, process, sum m arize and report financial data consistent w ith the assertions of 
management in the general purpose financial statem ents. 

Finding 98-01 - Unfavorable Budget-to-Actual Variances 

Finding: 

State statute (LA Rev. 39:1310) calls for the amendment of originally-adopted budgets in 
the event that revenues and other sources fall below budgeted am ounts by m ore than 5%  
or if expenditures and other uses exceed budget am ounts by m ore than 5% . In our 
com parison of budget to actual expenditures in the G eneral Fund, we noted that actual 
expenditures and other uses exceeded budgeted am ounts by approxim ately 32% and 20%  
for the years ended Decem ber 31, 1998 and 1997, respectively. Budget com parisons are 
presented to the council each m onth. However, since previous years entries had not been 
posted to the genera l ledger, the budget com parisons were not com pletely accurate. The 
budget for 1997 was amended in January 1997 for a $2,500 addition. The 1998 budget 
was not am ended from its originally-adopted budget. 

Recom m endation: 

W e recom m end the adm inistration co ntinue to m onitor the budget throughout the year and 
advise the town council in writing when actual expenditures and other uses plus projected 
expenditures and other uses for the rem ainder of the year are exceeding the total 
budgeted expenditures and other uses by five percent or m ore. W hen this occurs the 
adm inistration should present, for adoption, an am ended budget to the town council in the 
sam e form and under the sam e procedures as the original budget was presented. 

M anagem ent's Corrective A ction Plan: 

The Town Clerk presented budget com parisons to the tow n council each m onth at the 
regular council m eetings. In Novem ber, 1998 a revised budget was presented to the town 
council and it w as discussed in detail but it was never voted on by the council and 
therefore never passed. The adm inistration w ill continue to present budget reports to the 
council for m anagem ent inform ation and control and budget am endm ents will be presented 
and adopted as called for by law . 
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Finding 98-02 - Adjusting Entries From Prior Years Not Recorded 

Finding: 

The Town's audit of its financial statements for 1996 required certain audit adjustments. 
Because the Tow n's G eneral Fund has six different general ledgers, tw o ledgers for the 
G eneral Fund and four ledgers for the Police Fund, and som e accounts have not been 
assigned account numbers, some adjusting journal entries did not get recorded and some 
entries were recorded to the w rong account. 

Recom m endation: 

W e recommend the Town record all required audit adjustments immediately after the audit 
is com pleted and reconcile the various fund balances to the year end financial statem ents. 

M anagem ent's Corrective A ction Plan: 

The Town Clerk will make all audit adjustments immediately after the audit is completed. 
If the Town Clerk does not understand the adjustment, she will immediately communicate 
with the auditor and clarify the situation. 

A m aterial weakness is a condition in w hich the design or operation of one or m ore of the 
internal control com ponents does not reduce to a relatively low level the risk that 
m isstatem ents in am ounts that would be m aterial in relation to the general purpose 
financial statem ents being audited m ay occur and not be detected within a tim ely period 
by em ployees in the norm al course of perform ing their assigned functions. O ur 
consideration of the internal control over financial reporting would not necessarily disclose 
all m atters in the intem al control over financial reporting that m ight be reportable conditions 
and, accordingly w ould not necessarily disclose all reportable conditions that are also 
considered to be m aterial w eaknesses. W e believe the reportable conditions described 
above to be m aterial weaknesses. W e also noted other m atters involving the internal 
control over financial reporting that we have reported to m anagem ent of the Town in a 
separate letter dated April 22, 1999. 

This report is intended solely for the inform ation and use of the Tow n's Board of Alderm en, 
m anagem ent and others w ithin the organization, its oversight agency, other entities 
granting funds to the Town and the Legislative Auditor for the State of Louisiana. However, 
this report is a m atter of public record and its distribution is not lim ited. 

A pril 22, 1999 
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SUM M ARY O F STATUS O F PRIO R YEAR  FINDING S 

The follow ing is a sum m ary of the status of findings included in our reports on intem al control, 
com pliance w ith law s and regulations and m anagem ent letter dated M ay 22, 1997, issued in 
connec tion w ith our exam ination oft he financial statem ents of the Town of Sterlington, Louisian a 
as of and for the year ended D ecem ber 31, 1996. 

There were no findings in our reports on intern al control an d com plian ce w ith law s and regulations 

M ANAG EM ENT LETTER CO M M ENT 

Need to Collect A ll A d V alorem  Taxes 

Finding: 

W e noted that the Town was not collecting all ad valorem  taxes of an  assessm ent year . Unpaid 
assessm ents still totaled $358 from the 1994 assessm ent year an d $390 from the 1995 assessm ent 
year. 

W e recomm ended that the Town should take the necessary step s to ensure that all ad valorem tax es 
of an  assessm ent year ar e collected. 

Response: 

The Town of Sterlington has m ade very good progress in collecting all ad valorem taxes that are 
assessed. Only $56 rem ains from the 1994 year; none from the 1995 year; none from 1996 and $214 
from the 1997 year. 
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In planning and perform ing our audit of the general-purpose financial statem ents of the 

Town of Sterlington (the Town) for the years ended December 31, 1998 and 1997, we 
considered its intern al control in order to determ ine our auditing procedures for the purpose 
of expressing our opinion on the financial statem ents and not to provide assurance on the 
internal control. However, during our audit we becam e aware of certain m atters that are 
opportunities for strengthening internal controls. This letter w ill sum m arize our com m ents 
and suggestions regarding those m atters. This letter does not affect our report dated April 
22. 1999 on the financial statem ents of the Tow n. 

Pay Raises Retroactively A pplied 

Finding: 

The Tow n granted pay raises to certain em ployees on tw o separate occasions that w ere 
applied retroactively. State law provides that pay raises for public em ployees cannot be 
retroactive. 

Recom m endation: 

For the Tow n to be in com pliance w ith law s and statutes of the state of Louisiana, w e 
recom m end the Tow n not grant retroactive pay raises. 

M anagem ent's Corrective A ction Plan: 

The Tow n Council gave these two pay raises on the em ployees anniversary dates. 
How ever, the tow n council m eeting was not until later that m onth and therefore caused the 
retroactive pay raise. The Council and adm inistration now understand that this is not 
allow ed by law and therefore the M ayor w ill ensure that retroactive pay raises w ill not occur 
in the future. 

Deposit Requirem ents into Restricted Cash Accounts for Debt Retirem ent 

Finding: 

The Loan Agreem ent betw een Bartholom ew Sewerage District and Fm HA provides for the 
establishment of tw o checking accounts into which deposits of $13 are to be made monthly 
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into each; the Revenue Bond Reserve Fund and the Depreciation Reserve Fund. These 
accounts are to provide for the accum ulation of m onies for the purpose of paying principal 
and interest on notes w hich w ould otherw ise be in default and to provide for repairs and 
im provem ents to the sew erage system , respectively. The m onthly deposits are to continue 
into the Revenue Bond Reserv e Fund until the balance in the account reaches the highest 
annual principal payment, which is $2,759, This fund was short $156 at December 31, 
1998. Deposits are to continue into the Depreciation Reserve Fund until all bonds have 
been retired. W e noted that the only deposits m ade to these accounts w ere for the interest 
earnings during 1998 and 1997. The balances in the accounts and the am ount of the 
transfer activity does not appear to be in com pliance w ith the term s of the underlying loan 
agreem ent. The balance in the Depreciation Reserv e Fund has a balance large enough 
to equal the am ount of the m onthly paym ents required per the loan agreem ent. How ever, 
this is due in part to the accum ulation of interest earnings over the years. 

Recom m endation: 

For the Tow n to be in com pliance w ith the loan agreem ent, we recom m end that a deposit 

be made to the Revenue Bond Reserve Fund in the amount of $156 in order to bring the 
balance to the required amount of $2,759, which is the highest principal payment of any 
year. W e recommend the Town Clerk immediately begin making monthly deposits of $13, 
retroactive to January 1, 1999, to the Depreciation Reserve Fund and continue m aking 
these m onthly deposits until all bonds are retired. 

M anagem ent's Corrective A ction Plan: 

The Tow n Clerk w ill schedule out any deposits m ade during 1999 to the above accounts 
and w ill m ake the required deposits into the two accounts to bring them into com pliance 
im m ediately. Also, the Tow n Clerk w ill ensure that the required m onthly deposits to the 
Depreciation Reserv e Fund w ill be m ade. 

Processing of Vendor Invoices 

Finding: 

Vendor invoices w hich have been paid have not been m arked "Paid" or otherwise defaced 
to prevent their unauthorized duplication and/or reuse. 

Recom m endation: 

As vendor invoices are processed for paym ent, w e recom m end that they be stam ped 
"Paid" and then m arked w ith the date, check num ber and account num ber charged w hen 
the invoice w as entered into the accounts payable system . 



Board of A lderm an 
Tow n of Sterlington 
Page 3 of 3 

M anagem ent's Corrective A ction Plan: 

The Tow n C lerk 
num ber" on the 
recom m endation 
process and it w i 

m m ediately began w riting "paid, check num ber, date and account 
invoices and attaching a copy of the check after the auditor's 
The Tow n Clerk is having a rubber stam p m ade to assist w ith this 
be com pleted by June 15, 1999. 

Accounting System  

Finding: 

W e noted certain m atters concerning the Tow n's m ethod of recording, processing, and 
sum m arizing transactions. There are several accounts in the various general ledgers, 
prim arily those related to the payroll function, that do not have account num bers. The 
Tow n's G eneral Fund has six different general ledgers, two ledgers for the G eneral Fund 
and four ledgers for the Police Fund. Furtherm ore, som e accounts have not been 
assigned account num bers m aking it diffi cult to m atch account num bers w hen preparing 

trial balances. As a result, the Town Clerk had problems recording prior year adjusting 
journal entries. Some of these entries were recorded to the wrong accounts and some 
entries did not get posted at all. Therefore, the fund balances carried forw ard from previous 
years in the six funds of the "general fund" did not agree w ith the previous years fund 
balances. 

Recom m endation: 

W e recom m end the chart of accounts be review ed and the necessary changes m ade to 
consolidate the two ledgers for the General Fund and four ledgers for the Police Fund into 
one general ledger for these funds to be called the "G eneral Fund". 

M anagem ent's Corrective A ction Plan: 

O ver the years the num ber of funds within the general fund have grown and tile Tow n 
agrees that it is time to consolidate all of these into one. This will be a major undertaking 
and the Tow n Clerk w ill be responsible for its com pletion. She w ill obtain other help as 
necessary  to com plete the consolidation and w ill have it com plete by January 1,2000. 

This report is intended solely for the inform ation and use of m anagem ent of the Tow n and 
its Board of Alderm en, its oversight agency, other entities granting funds to the Tow n and 
the Legislative Auditor for the State of Louisiana. However, this report is a m atter of public 
record and its distribution in not lim ited. 

A pril 22, 1999 


