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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

Board of Commissioners
West Ouachita Sewerage District No. 5

West Monroe, Louisiana

We have audited the accompanying component unit financial statements of West
Ouachita Sewerage District No. 5 (the District), a component unit of the Cuachita Parish
Police Jury, as of and for the years ended August 31, 1998 and 1997, as listed in the
accompanying Table of Contents. These component unit financial statements are the
responsibility of the District's management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, the
standards for financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States and the Louisiana Governmental Audit Guide,
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 whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide

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 District as of August 31, 1988 and 1997,
and the results of its operations, its cash flows and changes in its retained earnings for the
years then ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have aiso issued our report dated
January 5, 1999 on our consideration of the District's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations

contract and grants.

(318) 387-2672 FAX (318) 322-8866
1100 N 18t 5T » PO Box 4745 « Monroe LA 71211-4745
MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANIS

—_—— = N - - - m b e T e ——— = ——




West Ouachita Sewerage District No. 5
Page 2

Our 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
Supplemental information in the Table of Contents is presented for purposes of additional
analysis and is not a required part of the general purpose financial statements of the
District. Except for the Schedule of Iinsurance Coverage, this information has been
subjected to the auditing procedures applied in the audit of the general purpose financial
statements and, in our opinion, is fairly presented in all material respects in relation to the
general purpose financial statements taken as a whole. The Schedule of Insurance
Coverage has not been subjected to the auditing procedures applied in the audit of the
general purpose financial statements, and accordingly, we express no opinion or any other

form of assurance on it.

)\p%, //%w\ y /é/h% (ArAe)

January 5, 1999



West Ouachita Sewerage District No., 5

Assets

Current Assets

Cash and Cash Equivalents
Investments
Accrued Interest Receivable
Accounts Receivable - Customers
Prepaid Insurance
Inventory
Deposits

Total Current Assets

Restricted Assets (Note 3)

Cash and Cash Equivalents

Investments

Interest Receivable

Customer Deposits Escrow
Total Restricted Assets

Property and Equipment
Buildings and Improvements
Furniture and Fixtures
Equipment
Vehicles
L.ines, Mains and Manholes
Lift Station - Pumps
Lift Station - Structures
Treatment Plant
Total
Less: Accumulated Depreciation
Net Depreciable Assets
l.and
Total Property and Equipment

TOTAL ASSETS

Balance Sheets

$

$

______August 31,
© 1998 1997

1,440,442 $ 177,156
74,433 777,220
7,419 9,490
222,128 183,258
6,281 6,888
42,150 42,150
500 500
1,793,353 1,196,662
708,721 385,784
- 271,148
- 330
61,480 54,420
770,201 711,682
183,106 183,106
14,022 14,507
111,546 111,093
99,372 90,836
11,064,635 10,994,897
635,778 635,778
1,460,409 1,460,409
658,062 637,234
14,226,930 14,127,860
(6,687,927) (6,306,563)
7,539,003 7,821,297
204,907 204,907
7,743,910 8,026,204
10,307,464 $ 9,934,548

el

The accompanying notes are an mtegral part of these financial statements.
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August 31,

1998 1997
Liabilities and Fund Equity
Current Liabilities (Payable From Current Assets)
Accounts Payable $ 54,098 $ 124,168
Payroll Taxes Payable o 6,(_)84 - 5,306
Total 60,182 129,474
Current Liabilities (Payable From Restricted Assets)
Bonds Payable (Note 4) 101,618 05,350
Accnued Interest Payable 71,867 74,206
Customer Deposits 61,480 54,420
Total 234,965 223,976
Total Current Liabilities 295,147 353.450
Long-Term Liabilities
Bonds Payable (Note 4) _ 2,696,655 2,798,921
Total Liabilities 2,991,802 3,152,371
Fund Equity
Contributed Capital:
Contributions - Federal Government 8,329234 8,329.234
L.ess: Amortization - Grants (4,214,175) (3,995,324)
Total Federal Government 4,115,059 4,333,910
Contributions - Developers and Others 1,469,572 1,399,834
Total Contnibuted Capital 5,584,631 5,733,744
Retained Earnings:
Reserved for Debt Service 252,967 225,825
Reserved for Sewer Replacement and Extension 282,269 261,881
Unreserved 1,195,795 560,727
Total Retained Eamings 1,731,031 1,048,433
Total Fund Equity 7,315,662 6,782,177
TOTAL LIABILITIES AND FUND EQUITY $ 10,307,464 $ 9,934,548

A TR P e A S T e e AT W S e T e T B T o I A SR TR e T ke R o, R e T



West Ouachita Sewerage District No. S
Statements of Revenues, Expenses and
Changes in Retained Earnings

Year Ended Year Ended
Augpust 31, 1998 August 31, 1997
Operating Revenues
Sewerage Fees $ 1,486,651 9743 % § 1,023,845 96.83 %
Inspection Fees 22,200 1.45 26,000 2.46
New Connection Fees 10,700 0.70 7,400 0.70
Miscellaneous 6,384 0.42 150 0.01

1,525,935 100.00 1,057,395 100.00

Total Operating Revenues

Operating Expenses

Advertising 919 0.06 1,924 0.18
Assessor's Fees 2,793 0.18 2,756 0,26
Bad Debt Expense 7,050 0.46 4,526 0.43
Collection Expense 57,056 3.74 53,068 5.02
Commuissioners' Fees 1,515 0.10 1,515 0.14
Depreciation 402,895 26.40 391,400 37.02
Dues and Subscriptions 272 0.02 241 0.02
Gas and Oil 9,682 0.63 11,201 1.06
Insurance 38,334 2.51 39,185 3.71
Maintenance and Repairs 92,612 6.07 102,505 9.69
New Connection Tap 2,750 0.18 1,850 0.17
Office Expense 4.150 0.27 3,607 0.34
Payroll Taxes 3,050 0.33 4,746 0.45
Pension and Retirement Expense 9,792 0.64 8,876 0.84
Postage 511 0.03 461 0.04
Professtonal Fees 16,950 [.11 37,652 3.56
Salarics and Wages 134 485 8.81 125,102 11.83
Taxes and Licenses 748 0.05 700 0.07
Telephone 5,048 0.33 5,363 0.51
Travel 489 0.03 464 0.04
Treatment Plant Operations 199,537 13.08 295,775 27.97
Utilities 112,304 7.36 118,405 11.20

Total Operating Expenses 1,104,048 72.41] 1,211,322 114.56

Income (Loss) From Operations 420,987 27.59 (153,927) (14.56)
(Continued)



West Quachita Sewerage District No. §
Statements of Revenues, Expenses and

Changes in Retained Earnings (Concluded)

Nonoperating Revenues (Expenses)
Property Tax and Interest
Interest Revenue
Franchise Fees
Gain on Sale of Assets
Intcrest Expense
Total Nonoperating Revenues (Expenses)

Net Income (L.oss)

Depreciation on Fixed Assets
Acquired By Federal Grants

Increase in Retained Earnings

Retained Earnings at Beginning of Year

RETAINED EARNINGS

AT END OF YEAR | $

Year Ended
August 31, 1998
97,250 6.37
71,143 4.66
12,022 0.79
4,641 0.30
(142,295) (9.33)
42,761 2.80
463,748 30.39
218,850 14.34
682,598 44,73 %
1,048,433
1,731,031

The accompanying notes are an integral part of these financial statements.
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$

Year Ended
August 31, 1997

91,207 8.63
70,932 6.71
9,566 0.90
17,166 1.62
(147,828)  (13.98)
41,043 3.88

(112,884)  (10.68)

218,851 20.70
105,967 10.02 %
942,466

1,048,433




West Quachita Sewerage District No, S

Statements of Cash Flows

Year Ended August 31,

1998 1997
Cash Flows From Operating Activities
Income (Loss) From Operations $ 420,987 $ (153,927)
Adjustments to Reconcile Income (Loss) From
Opcrations to Net Cash Provided by
Operating Activities:
Depreciation 402,895 391,400
Change in Current Assets and Current Liabilities (107,555%) 56,712
Net Cash Provided by Operating Activities 716,327 294,185
Cash Flows From Noncapital Financing Activities
Property Tax Millage 97,250 91,207
Franchise Fee 12,022 9.506
Net Cash Provided by Noncapital Financing Activities 109,272 100,773
Cash Flows Used By Capital and Related Financing Activities
Principal Paid on Bonds (95,998) (93,191)
Intcrest Paid on Bonds (144,634) (150,294)
Net Cash Used by Capital and Related Financing Activities (240,632) (243,485)
Cash Flows From Investing Activities
Purchase of Capital Assets, Net (52,426) (267,247
Interest Received 73,544 77,373
Procceds From Sale of Equipment 6,204 31,953
Sale of Investments, Net 073,934 73,832
Net Cash Used by Investing Activities 1,001,256 (84,089)
Net Increase (Dcecrease) in Cash and Cash Equivalents 1,586,223 67,384
Cash and Cash Equivalents at Beginning of Year 562,940 495,556
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 2,149,163 $ 562,940
Supplemental Disclosure of Noncash Capital Investing and Financing Activities
Contribution of Sewerage Collection System $ 69,738 $ 82,020
Cash and Cash Equivalents on the Balance Sheet as:
Current Assets:
Cash and Cash Equivalents 1,440,442 $ 177,156
Restricted Assets:
Cash and Cash Equivalents 708,721 385,784
TOTAL CASH AND CASH EQUIVALENTS $ 2,149,163 $ 562,940

The accompanying notes are an integral part of these financial statements.

6



WEST OUACHITA SEWERAGE DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31, 1998 AND 1997

Note 1 - Summary of Significant Accounting Policies

A. History

West Quachita Sewerage District No. S (the District), was created on January 24,
1974, by the Ouachita Parish Police Jury through adoption of Ordinance No. 7386,
and therefore is a component of the Ouachita Parish Police Jury (the Police Jury) and
is an integral part of the Police Jury reporting entity. As a governmental entity, the
District is exempt from federal and state income taxes. It is governed by a board of
commissioners composed of three property taxpayers residing within the District.

The District was constructed with an EPA grant which financed 75% of the
construction and engineering costs. Bonds were sold to provide the funds necded for

the local share.

B. Reporting Entity

The Governmental Accounting Standards Board (GASB) is the accepted standard

setting authority for generally accepted accounting principles as applied to
governmental entittes. In June 1991 the GASB issued Statement Number 14 The

Financial Reporting Entity. This Statement established criteria for determining which
component units of government should be considered part of the primary government
for financial reporting purposes.

The basic criteria for determining a component unit is accountability. As the
Ouachita Parish Police Jury appoints a voting majority of the board of commissioners
of the District, has the ability to impose its will upon the District and the District has
financial dependence upon the Police Jury, the District 1s considered a component unit
of the Police Jury, the primary governing body of the parish and the governmental
body with oversight responsibility.

The accompanying general purpose financial statements present information only on
the funds maintained by the District and do not present information on the Police
Jury, the general government services provided by that primary governmental unit or
other component units that comprise the primary government reporting entity.

C. Basis of Accounting

The District recognizes income on the accrual basis of accounting. Customers are
billed monthly for services received during the month.

Total connection fees were approximately $10,700 and $7,400 for the years ended



WEST OUACHITA SEWERAGE DISTRICT NO. §
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31, 1998 AND 1997

August 31, 1998 and 1997, respectively. The rates charged for services are as
follows:

1. Residential, commercial, multi-housing and multi-unit services were charged
$10.00 per month per residential unit equivalent through June 30, 1997. As of
July 1, 1997 this rate was increased to $15 per month.

a. The multi-housing is based on a 100% occupancy factor.
b. The multi-unit is based on a physical count each month.

2. Institutional billing is based on average monthly water use with 80% wastewater
return factor.

3. Industrial billing 1s based on average monthly water use plus Industrial Cost
Recovery factor and surcharge for excessive pollutant concentration.

D. Accounts Receivable

Receivables are primarily composed of residential customers living in the district. As
a result, the direct write-off method for recognizing bad debts 1s used. Under this
method, the receivable 1s charged to expense when the account is deemed to be
uncollectible. The difference between the use of the direct write-off method and the
allowance method for accounting for bad debts is not material to the financial
statements of the District.

£, Inventory

Inventory consists of new and used pumps and 1s valued at cost as determined by
specific identification method.

F. Property and Equipment

Contributions from the Federal government through an EPA grant were credited to
an equity account. This grant 1s amortized through depreciation of the assets acquired
with the proceeds.

Upon completion of new subdivisions, developers donate their system to the District
for servicing and maimntenance. These systems are recorded at fair market value at the
date of contribution to an equity account.

Property and equipment are recorded at their total cost and depreciated on the




WEST OUACHITA SEWERAGE DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31, 1998 AND 1997

straight-line basis over their estimated useful lives. The estimated useful lives are as

follows:
Buildings and Improvements 15-40 Years
Lift Station Structure 40 Years
Lift Station Pumps 20 Years
Gravity Lines, Force Mains and Manholes 40 Years
Equipment 3-20 Years
Vehicles 5 Years
Furmture and Fixtures 3-15 Years

Interest on the bonds and interim notes during the construction period through
January 29, 1985, and all costs associated with the bond issue, have been added to the
cost of the constructed assets and are being deprectated accordingly. Customers are
billed a flat rate for new connection taps which covers the cost of the tap to the
District; therefore, new connection costs are expensed rather than capitalized.

G. Statements of Cash Flows

For purposes of the Statements of Cash Flows, the District considers all highly liquid
investments (including restricted assets) with a maturity of three months or less when
purchased to be cash equivalents.

H. Compensated Absences

The District's policy for paid vacation, which is non-cumulative, is as follows:

Employment 1 — 3 years 1 week per year
4 — 9 years 2 weeks per year
After 9 years 3 weeks per year

Employees accrue sick leave as follows:

Employment less than 6 months 0 days per year
6 months — 1 year 4 days per year
1 — 3 years 8 days per year

After 3 years 12 days per year

Sick leave may be carried forward from year to year with no limit on the number of
hours that may be accrued. An employee will be compensated up to a maximum of
30 days accumulated sick leave only upon normal retirement. The financial
statements do not include any accruals for compensated absences because the amount

cannot be estimated.



Note 2 -

WEST OUACHITA SEWERAGE DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS

AUGUST 31, 1998 AND 1997

I.  Use of Estimates

The preparation of financial statements 1n conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual resuits could

differ from those estimates.

Cash and Investments

The District's cash and investments consist of petty cash, deposits with financial
institutions and certificates of deposit. Collateral is required for demand deposits,
certificates of deposit, savings certificates of savings and loan associations and repurchase
agreements at 100% of all amounts not covered by Federal deposit insurance. At August
31, 1998, the carrying amount of the District's deposits and investments was $2,223,502.
Of that amount, $503,604 was on deposit with financial institutions. The entire bank
balance was insured or collateralized by securities held by the financial institution or its
agent in the District's name (GASB Category 1). An additional $1,754,426 was invested
through the Louisiana Asset Management Program.

Under state law, the District may invest funds in obligations of the United States, in
federally-insured investments, or in time deposits with state banks organized under
I.ouisiana law and national banks having their principal offices in Louisiana. In addition,
local governments in Louisiana are authorized to invest in the Louisiana Assets
Management Pool, Inc. (LAMP), a non-profit corporation formed by a initiative of the
State Treasurer and organized under the laws of the State of Louisiana, which operatcs
a local government investment pool.

In accordance with GASB Codification 150.165 the investment in LAMP at August 31,
1998, is not categorized in the three risk categories provided by GASB Codification
150.164 because the investment is in the pool of funds and therefore not evidenced by
securities that exist in physical or book entry form. Only local governments having
contracted to participate have an investment 1nterest in its pool of assets. The primary
objective of LAMP is to provide a safe environment for the placement of public funds in
short-term, high-quality investments. The portfolio includes only securities and other
obligations in which local governments in Louisiana are authorized to invest.
Accordingly, investments are restricted to securities issued, guaranteed or backed by the
U.S. Treasury, U.S. government, or one of its agencies, enterprises, or instrumentalities,
as well as repurchase agreements collateralized by those securities. The dollar weighted
average portfolio maturity of LAMP assets 1s restricted to not more than 90 days, and
consists of no securities with a maturity in excess of 397 days. LAMP is designed to be
highly liquid to give its participants immediate access to their account balances.

10



Note 3 -

WEST OUACHITA SEWERAGE DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS

AUGUST 31, 1998 AND 1997

Restricted Assets

Under terms of the revenue bond indentures, the District 1s required to establish and
maintain a bond reserve fund equal to 5% of the principal and interest payment
requirements until this fund reaches $159,734 (the highest annual debt service payable in
any future year). Tax collections for fiscal year 1998 and 1997 in the amounts of $97,250
and $91,207, respectively, were received from a special 4.2 mil] tax assessment in 1998
and 1997. This tax assessment is restricted for the payment of general obligation bond
principal and interest. In addition, $710 a month must be transferred to a sewer
replacement and extension fund and one-twelfth of the current year's principal and interest
on revenue bonds must be deposited monthly into a bond and interest redemption fund.

Restricted assets were composed of the following;:

Cash Louisiana
and Asset Accrued
Option Management Interest
Total Accounts Program Receivable

August 31, 1998:
Bond and Interest

Redemption Fund $ 228,755 § 228,755 % - 3 -
Bond Reserve Fund 197,697 7,134 190,563 -
Sewer Replacement

and Extension Fund 282,269 7,569 274,700 -
TOTALS $ 708,721 § 243,458 $ 465,263 $ -

Cash and Certificates Accrued
Option Of Interest
Total Accounts Deposit Receivable
August 31, 1997:
Bond and Interest
Redemption Fund $ 212,613 3 212,613 § - 3 -
Bond Reserve Fund 182,768 82,0685 99,753 330
Sewer Replacement

and Extension Fund 261,881 90,486 171,395 -

TOTALS $ 657,262 $ 385,784 % 271,148 § 330

Effective October, 1992, the District began collecting $20 from each new customer in the
District as a refundable deposit. As of August 31, 1998 and 1997, customer deposits

totaled $61,480 and $54,420, respectively. These deposits were being held by M & N
Utilities, the company that bills and collects the sewer user fees for the District.

11



WEST OUACHITA SEWERAGE DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31, 1998 AND 1997

Note 4 - Bonds Payable

Bonds in the amount of $2,798,273 and $2,894,271 at August 31, 1998 and 1997,
respectively, consist of the following:

1. Revenue bonds (1977 Issue and 1985 Issue) in the amount of $1,723,273 and
$1,789,271 at August 31, 1998 and 1997, respectively, accrue interest at 5% per
annum and payments of principal and interest are made annually on April 12th. These
bonds are secured and payable solely from the income to be derived from the
operation of the system after provision has been made for payment of the reasonable
and necessary expenses for administration, operation and maintenance.

2. General obligation bonds in the amount of $1,075,000 and $1,105,000, at August 31,
1998 and 1997, respectively, accrue interest at 5% per annum and payments of
principal and interest are made annually on December 12th. These bonds are secured
by a special tax in excess of all other taxes on all the property subject to taxation
within the territorial limits of the District, under the constitution and laws of
Louisiana, sufficient in amount to pay the principal and interest thereon.

Maturity schedules consist of the following:

Revenue Bonds Revenue Bonds
(1977 Issue) (1985 Issue) General Obligation Bonds
Maturity Maturity Maturity
Dates Principal Dates Principal Dates Principal
April 12, April 12, December 12,
1999 $ 45,000 1999 $ 26,618 1998 $ 30,000
2000 45,000 2000 27,949 1999 35,000
2001 50,000 2001 29,346 2000 35,000
2002 50,000 2002 30,814 2001 35,000
2003 55,000 2003 32,354 2002 40,000
2004-2017 1,120,000 2004-2010 211,192 2003-2017 900,000
$ 1,365,000 3 358,273 $ 1,075,000

The principal payments and sinking fund requirements of indebtedness maturing during
the next five fiscal years and to maturity, including interest of $1,547,238 are as follows:

12



Note 5 -

WEST OUACHITA SEWERAGE DISTRICT NO. 5

NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31, 1998 AND 1997

Sinking Fund

Year Requirements
1999 $ 241,484
2000 242,734
2001 243,734
2002 239,484
2003 245,054
2004-2008 1,220,920
2009-2013 1,021,649
2014-2018 890,452

§ 4345511

Property Taxes

A tax on real property and business personal property located within the boundartes of

Ouachita Parish is levied by the Police Jury. Property taxes are levied by the Police Jury
on property values assessed by the Ouachita Parish Tax Assessor and approved by the
State of Louisiana Tax Commission.

Property Tax Calendar

Assessment Date January 1, 1997
Levy Date November 15, 1997
Tax Bills Mailed November 16, 1997
Total Taxes Are Due December 31, 1997
Penalties and Interest Are Added January 1, 1998
L.ien Date June 4, 1998
Tax Sale — 1997 Delinquent Property June 18, 1998

Assessed values are established by the Ouachita Parish Tax Assessor each year on a
uniform basis at the following ratios to fair market value.

10% Land 15% Machinery

10% Residential Improvements 15% Commercial Improvements

15% Industrial Improvements 25% Public Service Propertics,
Excluding Land

All property within the District was assessed 4.2 mills in 1998 for the payment of general
obligation bond principal and interest of the District.

13
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WEST OUACHITA SEWERAGE DISTRICT NO. §
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31, 1998 AND 1997

Note 6 - Long-Term Leases

Note 7 -

Note 8 -

On February 21, 1975, the District entered into a 25-year lease with the City of West
Monroe (the City) for joint use of the Regional Wastewater Treatment Facility owned by
the City. During 1984, the treatment plant was reconstructed with a cost to the District
of $443,016. The operation and maintenance of the treatment facility is prorated between
the District and the City based on usage. The cost to the District was $199,537 and
$295.775 for the years ended August 31, 1998 and 1997, respectively.

On November 1, 1979, the District entered into a 20-year lease, as lessee, with Greater
Ouachita Water Company for use of their sewer collection system located west of the
Ouachita River in Ouachita Parish for $1,500 per year. Under the terms of the lease, the
District was entitled to all revenues and was obligated to maintain the system. In
November, 1996, Greater Ouachita Water Company donated the sewer collection system
covered by the lease to the District, effectively terminating the lease.

Commissioners' Fees

The members of the Board of Commissioners are paid $40 per regular meeting and $25
per special meeting. Payments during the year ended August 31, 1998, were as follows:

Regular Special
Commissioner Meetings Meetings Compensation
Johnny Hebert — President 12 1 $ 505
Jerry Burrows — Vice President 12 ] 505
Fred Hall — Secretary 12 ] 505
Total N} 1,515

Franchise Fee

The District entered into a franchise agreement with a corrugated container plant located
outside their taxing district boundaries. This agreement calls for payment of an
unrestricted franchise fee equivalent to the taxes which would have been levied had the
plant been in the boundaries of the District. The plant also pays a monthly user's fee. The
franchise fees were $12,022 and $9,566 for the years ended August 31, 1998 and 1997,

respectively.

14



Note 9 -

WEST OUACHITA SEWERAGE DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31, 1998 AND 1997

Defined Benefit Pension Plan

Substantially all employees of the District participate in the Parochial Employees'’
Retirement System of Louisiana (the System), a defined benefit, multiple-employer public
employee retirement system. All full-time employees of the District are eligible to
participate in the System. Employees who retire at or after age 60 with 10 years of
credited service, age 55 with 25 years of credited service, or with 30 years of credited
service regardless of age are entitled to a retirement benefit, payable monthly for life,
equal to 3 percent of their final-average salary for each year of credited service.

Final-average salary is the employee's average salary over the highest thirty-six
consecutive months of credited service. The system also provides death and disability

benefits. Benefits are established by state statute.

Funding Policy: Contributions to the System include one-fourth of one percent of the
taxes shown to be collected by the tax rolls of each parish (excepting Orleans and East
Baton Rouge). State statutes require covered employees to contribute a percentage of
their salary into the System. The District’s contribution 1s determined by an actuarial
valuation and is subject to change each year based on the results of the valuation for the
previous year. For the calendar year 1998, covered employees were required to contribute
9.50% of their salary to the plan. The District was required to contribute 7.25% of
employee salaries to the plan. The District's contributions to the plan were $9,792, $8,877
and $8,401 for the years ended August 31, 1998, 1997, and 1996 respectively.,

The system issues an annual, publicly-available financial report that includes financial
statements and required supplementary information covering the System. The report may
be obtained by writing the Parochial Employees' Retirement System, P. O. Box 14619,
Baton Rouge, LA 70898-4619 or by calling (504) 928-1361.

Note 10 - Related Party Transactions

The District is covered by certain umbrella insurance policies through the Police Jury.
During 1998 and 1997 the District paid the Police Jury $15,810 and $23,351, respectively
for this coverage for each of those years.

Note 11 - Commitments and Contingencies

In June of 1993, the Board approved a major levee project at the site of the West Monroe
Treatment Plant. The District will share 50% of the cost of the project. The District's

share of the cost of this project thru August 31, 1998 has been approximately $20,828.
Subsequent to August 31, 1998, the District has paid an additional $260,616 on the

project.

15
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WEST OUACHITA SEWERAGE DISTRICT NO. §
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31, 1998 AND 1997

The worldwide challenge facing organizations, commonly referred to as the Year 2000
(Y2K) issue, is the result of problems that may be encountered with date-related
transactions on systems that have historically recognized years using two digits vs. four
digits, e.g. 98 versus 1998. These systems will potentially recognize the “00” as the year
1900 instead of 2000. On the surface, the Y2K problem sounds simple enough; however,
the implications of this problem are far reaching and could impact a full range of business
services and activities.

West Ouachita Sewerage District No 5 has conducted a study of its own systems and
operations. Based on this study, the District has initiated a project to take all necessary
and reasonable steps to get the mission critical systems and operations Y2K compliant in
a timely manner. The project will include confirming the Y2K preparedness of significant

third parties.

The costs of the Y2K efforts are estimated to be nil and, as of August 31, 1998, the
District has not expended any funds toward being year 2000 compliant.

The assessment of the costs of the Y2K compliance effort, and the timetable for the
planned completion of the internal Y2K modification, are management’s estimates. The
estimates were based on numerous assumptions as to future events. There can be no
guarantee that these estimates will prove accurate, and actual results could differ from
those estimated if these assumptions prove inaccurate. Additionally, there can be no
absolute guarantee that significant third parties will successfully and timely convert their

systems.

Note 12 - Risk Financing Activities

Through its primary government, the Quachita Pansh Police Jury, the District participates
in a self-funded program (the fund) for potential losses under general liabtlity, property
and automobile coverage and worker's compensation. The fund pays the premiums for
reinsurance and pays all deductibles up to $100,000 per occurrence, except for $500
which is paid by the District. The premiums, which are modified for expertence and other
factors, are computed annually. The reinsurance policy covers all losses over the
$100,000 deductible with an aggregate coverage of $1,000,000. Two funds are
established, one for liability and property and one for worker's compensation. These
funds had approximately $3,450,000 and $3,200,000 in assets as of December 31, 1998
and 1997 respectively. The District contributed $16,404 and $18,226 into the fund during
the years ended August 31, 1998 and 1997 respectively.
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WEST OUACHITA SEWERAGE DISTRICT NO. §
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31, 1998 AND 1997

Note 13 - Concentrations of Risk

All of the accounts receivable represent amounts due from customers located within the
boundaries of the District. The District requires a security deposit of $20 for each new
customer being serviced by the system. Failure of the District's customers to perform as
required could impact the District's ability to collect $160,648.
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WEST OUACHITA SEWERAGE DISTRICT NO. 5
SCHEDULE OF INSURANCE COVERAGE
AUGUST 31, 1998

Property or Risk
And Kind of Insurance Maximum
Insurance Company And Term Coverage
Employees Workmen’s Compensation Statutory *

Coregis Insurance Co.

Multi-Perl
Hartford Fire
Insurance Group

Multi-Peril
Corigis Insurance Co.

Vehicles
Coregis Insurance Co.

3 Commissioners and All
Employees

Fidchty and Deposit
Company of Maryland

Multi-Peril
Coregis Insurance Co.

Employer’s Liability
1/1/98 to 1/1/99

Excess Coverage on Real and
Personal Property

327 Wallace

Fire, E.C. & VMM. 90%
1/1/99 to 1/1/2000

Comprehensive General Liability

Equipment Replacement
1/1/98 to 1/1/99

Liability

Collision
Comprehensive
Uninsured Motorist

1/1/98 to 1/1/99

Fidelity Bond
3/31/98 to 3/31/99

Building and Personal Property
327 Wallace
Fire, E.C. & VMM. 90%

1/1/98 to 1/1/99

20

$65,310,882 *

$ 50,000

$2,000,000 -
Aggregate *

$1,000,000 — Per
Occurrence

$1,000,000 *
$500 Deduct.
ACV
$1,000,000

$650,000

$1,000,000 - *
Per Occurrence

{Continued)
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WEST OUACHITA SEWERAGE DISTRICT NO. 5

SCHEDULE OF INSURANCE COVERAGE (Concluded)
AUGUST 31, 1998

Property or Risk
And Kind of Insurance Maximum
Insurance Company and Term Coverage
3 Commissioners and All Public Officials $3,000,000 *
Employees 1/1/98 to 1/1/99 $25,000 Deduct

Coregis Insurance Co.
This schedule, prepared from the policies, is intended only as a descriptive summary; no
expression of opinion as to the adequacy of coverage is intended.

*  Policy is covering the Ouachita Parish Police Jury which includes West Ouachita Sewerage
District No. 5.
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FA Professionof Accounting Corporofion)

CERTIFIED PUBLIC ACCOUNTANTS

REPORT 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
West Quachita Sewerage District No. 5

West Monroe, Louisiana

We have audited the component unit financial statements of the West Ouachita
Sewerage District No. 5 (the District) as of and for the years ended June 30, 1998 and
1997, and have issued our report thereon dated January 5, 1999. We conducted our audit

in accordance with generally accepted auditing standards; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and the Louisiana Governmental Audit Guide, issued by the

| ouisiana Society of Certified Public Accountants and the Louisiana Legislative Auditor.

Compliance

As part of obtaining reasonable assurance about whether the District's component unit
financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance that are required
to be reported under Government Auditing Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the District's internal control over
financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the
internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control over
financial reporting that might be considered material weaknesses. A material weakness
is a condition in which the design or operation of one or more of the internal controf
components does not reduce to a relatively low level the risk that misstatements

(318) 387-2672 FAX (318) 322-8866
1100 N 18 ST » PO Box 4745 » Monioe LA 71211-4745 Page 22
MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNITANTS




Board of Commissioners
West Ouachita Sewerage District No. 5

West Monroe, Louisiana

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. We noted no matters involving the internal control
over financial reporting and its operation that we consider to be material weaknesses.

This report is intended for the information of management of the District, entities granting
funds to the District and the Legislative Auditor for the state of Louisiana. However, this

report is a matter of public record and its distribution is not limited.

By, Hifonn 4 arime (A1

January 5, 1999
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