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Board of Com m issioners 
Sterlington Sew erage District No. 1 
Sterlington, Louisiana 

W e have audited the accom panying balance sheets of Sterlington Sewerage District No. 
I (a component unit of the Ouachita Parish Police Jury, hereafter referred to as the District) 
as of Decem ber 31, 1998 and 1997, and the related statem ents of revenues, expenses 
and changes in retained earnings, and cash flows for the years then ended. These 
financial statem ents are the re sponsibility of the District's m anagem ent. O ur responsibility 
is to expre ss an opinion on these com ponent unit financial statements based on our audits. 

W e conducted our audits in accordance with generally accepted auditing standards; the 
standards applicable to financial audits contained in G overnm ent Auditing Standards, 
issued by the Com ptroller General of the United States; and the Louisiana Govern m ental 
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 audit 
to obtain reasonable assurance about w hether the 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 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 financial statem ent presentation. W e believe that our audits provides 
a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial 
respects, the financial position of the District as of Decem ber 31, 1998 and 1997, and the 
results of its operations and its cash flows for the years then ended in conform ity w ith 
generally accepted accounting principles. 

In accordance w ith Govern m ent Auditing Standards, we have also issued our report dated 
April 9, 1999 on our consideration of the District's internal control over financial reporting 
and our tests of its com pliance w ith certain provisions of law s, regulations, contracts and 
grants. 

April 9, 1999 
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MEMBERS OF THE AMERICAN INSTITUTE OF CERRFIED PUBLIC ACCOUNTANTS 



STERLING TO N SEW ERAG E DISTRICT N O . 1 

BA LA N CE SH EETS 

A SSETS 

Current Assets 
Cash 
Accounts Receivable - U ser Fees 

Total Current A ssets 

Property and Equipm ent 
Sew erage System 
Equipm ent 

Total 

Less: A ccum ulated D epreeiation 

N et Depreeiable Assets 
Land 

Total Property and Equipm ent 

TO TA L A SSETS 

LIABILITIES AND FUND EQUITY 

Current Liabilities 

Accounts Payable 
Payroll Taxes Payable 

Total Current Liabilities 

Fund Equity 

Contributed Capital: 
Contributions - Federal Governm ent 
Less: Am ortization - Grants 

Total Contributed Capital 

Retained Earn ings: 

Unreserved 
Total Fund Equity 

TOTAL LIABILITIES AND FUND EQUITY 

DECEM BER 31, 
1998 1997 

46,999 $ 
4,086 

26,580 

4,169 
51,085 30,749 

251,028 

33,172 
284,200 

(238,651) 
45,549 

24,225 

69,774 

251,028 

33,172 
284,200 

(227,549) 
56,651 

24,225 

80,876 

120,859 $ 111,625 

1,423 $ 
196 

2,497 

186 
1,619 2,683 

78,191 

(62,553) 
15,638 

The accom panying rates are an integral part of these financial statem ents. 

78,191 

(58,643) 
19,548 

103,602 89,394 
119,240 108,942 

120,859 $ 111,625 



STER LIN G TO N SEW ER A G E D ISTR IC T N O . 1 

STA TEM EN TS O F REV EN UES, EX PEN SES, 

A N D C H A N G E S IN RE TA IN ED EA R N IN G S 

O perating Revenues 

Sewerage Fees 

Total Operating Revenues 

O perating Expenses 

Contract Services 
Depreciation 
Insurance 

M aintenance and Repairs 
M iscellaneous 

Office Expense 
Payroll Taxes 

Professional Fees 
Salaries and W ages 

Utilities 
Total Operating Expenses 

O perating Incom e 

Nonoperating R evenues 
Interest Earned 

Net Incom e 

Depreciation on Fixed 
Assets Acquired by G rants 

Increase in Retained Earnings 

Retained Earnings at Beginning of Y ear 

RETAINED EARN ING S A T END O F Y EA R 

Y ear Ended 

D ecem ber 31 

1998 1997 

$ 50,946 $ 48,895 

The accom panying rates are an integral part of these financial statem ents 

50,946 48,895 

2,336 

11,102 
959 

12,705 

758 

153 

491 

868 

6,423 

5,949 
41,744 

9,202 

2,698 

11,102 

1,300 
13,044 

769 

10 

460 

802 
6,016 
8,109 
44,310 

4,585 

1,096 1,592 

10,298 6,177 

3,910 3,910 

14,208 

89,394 

10,087 

79,307 

103,602 $ 89,394 



STERLING TO N SEW ERA G E DISTRICT N O . 1 

STA TEM EN TS O F CA SH  FLO W S 

Cash Flows From  O perating A ctivities 

Operating Incom e 

Adjustments to Reconcile Operating Income 
to Net Cash Provided by Operating Activities 

Depreciation 
Changes in A ssets an d Liabilities: 
Accounts Receivable 
Accounts Payable 

Accrued Expenses 

Total Adjustments 

Net Cas h Provided By Operating Activities 

Cash Flow s From  Noncapital Investing Activities 

Interest Received 
N et Cash Provided By Investing Activities 

Net Increase in 

Cash and Cash Equivalents 

Cash and Cash Equivalents 

at Beginning of Year 

Y ear Ended 

D ecem ber 31 
1998 1997 

9,202 $ 4,585 

11,102 

83 

(1,064) 

10,121 

11,102 

78 

1,264 

113 
12,557 

19,323 17,142 

1,096 1,592 

1,096 1,592 

20,419 18,734 

26,580 7,846 

CASH AND CASH EQUIVALENTS AT END OF YEAR $ 46,999 $ 26,580 

The accom panying rates are an  integral part of these financial statem ents. 
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STERLING TO N SEW ERAGE DISTRICT NO . 1 
NO TES TO FINANCIAL STATEM ENTS 

FOR  TH E YEA RS ENDED D ECEM BER 31, 1998 A ND 1997 

NO TE 1 - DESCRIPTIO N O F O RG ANIZATIO N 

Sterlington Sewerage District No. 1 (the District) was created by the Ouachita Parish 
Police Jury (the Police Jury), as authorized by Louisiana Revised Statute 33:3811. 
The D istrict is govern ed by a three-m em ber Board of Com m issioners who are 
residents of and own real estate in the District. The Boar d of Comm issioners receives 
no com pensation for its services. The Boar d is appointed by the Police Jury  and is 
responsible for the day-to-day operations of the District and the setting of rates, fees 
and charges to users an d custom ers residing within the D istrict. The District provides 
service to approxim ately 300 residential custom ers. 

N OTE 2 - SU M M ARY O F SIG NIFICANT ACCOU NTIN G PO LICIES 

A. Basis of Presentation 

The accom panying financial statem ents of the District have been prepared in 
conformity with generally accepted accounting principles (GAAP) as applied to 
governmental units. Th e Governmental Aeeotmting Standards Board (GASB) is the 
accepted standar d-setting body for establishing govern m ental accounting an d 
financial reporting principles. 

The accounting and finan cial reporting treatm ent applied to a fund is determ ined by 
its m easurem ent focus. The District is considered an  Enterprise Fund an d as such is 
accounted for on a flow of econom ic resources m easurem ent focus and a 
determ ination of net incom e an d capital m aintenance. W ith this m easurem ent focus, 
all assets an d all liabilities associated w ith the operation of this fund are included on 
the balance sheet. Enterprise Funds use the accrual basis of accounting. Revenues 
ar e recognized when earned and expenses ar e recognized at the tim e liabilities are 
incurred. 

B. Reporting Entity 

GASB Statem ent Num ber 14, The Financial Reporting Entity, established criteria for 
determining which com ponent units of governm ent should be considered part of the 
prim ary  governm ent for financial reporting purp oses. 

The basic criteria for determ ining a component unit is accountability. As the Police 
Jury appoints a voting majority of the Board of Commissioners of the District, has the 
ability to im pose its w ill upon the D istrict and the D istrict's financial dependence 
upon the Police Jury , the District is considered a component unit of the Police Jury , 



 

STERLING TO N SEW ERAG E DISTRICT N O . 1 
NO TES TO FINAN CIAL STATEM ENTS 

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

the prim ary governing body of the parish and the govern m ental body w ith oversight 
responsibility. 

The accompanying finan cial statem ents present inform ation only on the funds 
m aintained by the District an d do not present inform ation on the Police Jury

, the 
general governm ent services provided by that prim ary  govern m ental unit or other 
com ponent units that com prise the prim ary governm ent reporting entity. 

C Fund Accounting 

The D istrict is organized and operated on a fund basis whereby a self-balancing set 
of accounts is m aintained that com prises it assets, liabilities, fund equity

, revenues 

and expenses. The operations are financed an d operated in a m anner sim ilar to a 
private business enterprise, where the intent of the govern ing body is that the cost 

(expenses, including depreciation) of providing services on a continuing basis be 
financed or recovered prim arily through user charges. 

D . Cash and Cash Equivalents 

Cash includes am ounts in interest-beating dem an d deposits. Cash equivalents include 
am ounts in tim e deposits w ith m aturities of 90 days or less. Under state law , the 
District m ay deposit funds in dem an d deposits, interest bearing dem and deposits

, 

m oney m arket accoun ts or tim e deposits with state banks organized under Louisiana 
law an d national banks having their principal offices in Louisiana. 

E. Fixed Assets 

Approximately 47 percent, or $144,950, of fixed as sets are valued at actual historical 
cost while the rem aining 53 percent, or $163,475, are valued at estim ated historical 
cost. D epreciation of all exhaustible fixed assets is charged as an expense against 
operations and am ounted to $11,102 for the years ended December 31, 1998 an d 
1997, respectively, Depreciation is computed using the straight-line m ethod over 
estim ated useful lives of 10 to 40 years. 

F. Compensated Absenees 

The District has  only two part-tim e em ployees. The em ployees do not earn sick leave 
or vacation. 



 

STERLING TO N SEW ERAG E DISTRICT N O . 1 
NO TES TO FINANCIAL STATEM ENTS 

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

G. FundEqui~ 

Grants, entitlem ents or shared revenues received that ar e restricted for the acquisition 
or construction of capital assets are recorded as contributed capital. Contributed 
capital is am ortized based on the depreciation recognized on that portion of the as sets 
acquired from  such contributions. This depreciation is closed to the contributed 

capital account an d is reflected as an adjustment to net loss. 

H. Use of Estimates 

The preparation of finan cial statem ents in conform ity w ith generally accepted 
accounting principles requires m anagem ent to m ake estim ates and assum ptions that 
affect certain reported am ounts and disclosures. Accordingly, actual results could 
differ from  those estim ates. 

NO TE 3 - SIG N IFICAN T CO N CENTRA TIO N S O F CREDIT RI SK  

U nder state law , all interest-bearing dem an d deposits m ust be secured by federal 
deposit insuran ce or the pledge of securities owned by the fiscal agent ban k. The 
m ar ket value of the pledged securities plus the federal deposit insuran ce m ust at all 
tim es equal the am ount on deposit with the fiscal agent. At D ecem ber 31, 1998 an d 
1997, all of the m onies on deposit w ere covered by federal deposit insuran ce. 

The District extends credit to its customers (all of whom reside in Ouachita Parish) 
on an unsecured basis. The D istrict em ploys the direct write-off m ethod to account 
for uncollectible accounts receivable from its custom ers, which is not acceptable 
under GAA P. However, the results of applying the direct write-off m ethod are not 
m aterially different from those which would result from  the use of the allowance 
m ethod required by GAAP. 

NO TE 4 - CO NTRI BUTED CA PITAL 

Contributed capital represents the unanaortized balance of a $78,191 grant from the 
United States Environm ental Protection Agency for 1983 renovations to the District's 
sewerage collection system . The contributed capital is am ortized over a period of 20 
years based on the depreciation recogn ized on the renovations funded by this grant. 
The unam ortized balances at December 31, 1998 and 1997, were $15,638 and 
$19,548 respectively, and am ortization expense totaled $3,910 for the years ended 
D ecem ber 31, 1998 and 1997. 



 

STERLING TO N SEW ERA G E DISTRICT N O . 1 
NO TES TO FINANCIAL STATEM ENTS 

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

NO TE 5 - RI SK  FINA NCING A CTIVITY 

Through its prim ary governm ent, the Ouachita Parish Police Jury, the District 
participates in a self-funded program (the fund) for potential losses under general 
liability, property and fleet coverage and worker's com pensation. The fun d pays the 
premium s for reinsuran ce and pays all deductibles up to $150,000 per occurrence, 
except for $500, which is paid by the District. The premium s, which are m odified for 
experience an d other factors, are com puted annually. The reinsuran ce policy picks 
up all losses over the $150,000 deductible with an  aggr egate coverage of $2,000,000. 
The fu nd has approxim ately $3,200,000 an d $1,100,000 in assets at December 31, 
1998 and 1997, respectively. The District contributed $397 and $543 into the fund 
during the years ended Decem ber 31, 1998 an d 1997, respectively. 

NO TE 6 - CO NTING ENCIES 

The w orldw ide challenge facing organ izations, 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 historically recognized years using two digits vs. 
four digits, e.g. 98 versus 1998. These system s w ill potentially recognize the "00" 
as the year 1900 instead of 2000, On the surface, the Y 2K problem  sounds sim ple 
enough; however, the implications of this problem are far  reaching and could im pact 
a full range of business services an d activities. 

The District has  conducted a study of its own system s an d operations. Based on this 

study, the District recognizes an d plan s to initiate a project to take all necessary and 
reasonable steps to get the m ission critical system s and operations Y2K com pliant 

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

The tim etable for the planned com pletion of the internal Y2K m odification, is 
m anagem ent's estim ate. The estim ate w as based on num erous assum ptions as to 
future events. There can be no guar antee that the estim ate w ill prove accurate, and 
actual results could differ from  those estim ated if these assum ptions prove inaccurate. 
A dditionally, there can be no absolute guarantee that significant third parties will 
successfully and tim ely convert their system s. 
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[A Professlonol Accoutering Corporation] 
C E R TIF IE D P U B LIC A C C O U N TA N TS 

INDEPENDENT A UDITO RS' REPO RT O N 
CO M PLIA NCE A ND O N INTERNA L CO NTRO L OVER 
FINA NCIA L REPO RTING BA SED O N A N A UDIT O F 
CO M PO NENT UNIT FINANCIAL STATEM ENTS 

PERFO RM ED IN ACCORDANCE W ITH 
G O VERNM EN T A UDITIN G STANDA RDS 

Board of Com m issioners 
Sterlington Sew erage District No. 1 
Sterlington, Louisiana 

W e have audited the com ponent unit financial statem ents of Sterlington Sew erage 
District No. 1, Sterlington, Louisiana (a component unit of the Ouachita Parish Police 
Jury - the District), as of December 31, 1998 and 1997 and for the years then ended, 
and have issued our report, thereon dated April 9, 1999. W e conducted our audits in 
accordance with generally accepted auditing standards; the standards applicable to 
financial audits contained in Govern m ent Auditing Standards, issued by the Com ptroller 
G eneral of the United States; and the Louisiana Governm ental Audit Guide, issued by 
the Society of Louisiana Certified Public Accountants and the Louisiana Legislative 
Auditor. 

Com pliance 

As part of obtaining reasonable assura nce about whether the District's com ponent unit 
financial statem ents are free of m aterial m isstatem ent, we perform ed tests of its 
com pliance with certain provisions of laws, regulations, contracts and grants, 
noncom pliance w ith w hich 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 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 noncom pliance that 
are required to be reported under Governm ent Auditing Standards. 

Internal Control over Financial Reporting 

In planning and perform ing our audit, we considered the District's internal control over 
financial reporting in order to determ ine our auditing procedures for the purpose of 
expressing our opinion on the com ponent unit financial statem ents and not to provide 
assurance on the internal control over financial reporting. O ur consideration of the 
internal control over financial reporting would not necessarily disclose all m atters in the 

[318) 387-2672 FAX (318) 322-8866 
00 N 18lh S'T * PO Box 4745 ~ Monroe LA 71211-4745 
MEMBERS OF THE AMERICAN INSTIrUrE OF CERTIFIED PUBLIC ACCOUNTAN1S Page ] 0 



Sterlington Sew erage District No. 1 
Sterlington, Louisiana 

internal control over financial reporting that m ight be considered m aterial weaknesses. 
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. W e noted no 
m atters involving the internal control over financial reporting and its operation that we 
consider to be m aterial w eaknesses. 

This report is intended for the inform ation of m anagem ent of the District, its oversight 
agency, other entities granting funds to the District and the Legislative Auditor for the 
State of Louisiana. How ever, this report is a m atter of public record and its distribution 
is not lim ited. 

A pril 9, 1999 
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C ERTIFIED PU B LIC A C C O U N IA N IS 

Board of Supervisors 
Sterlington Sew erage District No. 1 
Sterlington, Louisiana 

In planning and perform ing our audit of the component unit financial statem ents of 

Sterlington Sewerage District No. 1 (the District - a component unit of the Ouachita 
Parish Policy Jury) for the years ended December 31, 1998 and 1997, we considered its 
internal control structure in order to determ ine our auditing pro cedures for purposes of 
expressing our opinion on the com ponent unit financial statem ents and not to provide 
assurance on the internal control structure or overall com pliance w ith laws and 
regulations. 

However, during our audit we becam e aware of a certain m atter w hich is an opportunity 
for strengthening com pliance w ith laws and regulations. This letter w ill sum m arize our 
com m ents and suggestions regarding that m atter. This letter does not affect our report 
dated April 9, 1999 on the com ponent unit financial statem ents of the District. 

Com position of G overning Body 

Finding: 

During our audit w e noted that the Board of Supervisors of the District had only tw o 
m em bers. Per the O uachita Parish Code Section 20-133, "The sew erage district shall 
be governed by a board of superv isors com posed of three property taxpayers residing in 
the district." 

Recom m endation 

W e recom m end that the district fill this vacancy as soon as possible 

M anagem ent's Corrective A ction Plan 

The District is having diffi culty finding a person to fill this position but plans to have a third 
superv isor in place by the end of 1999. 

A pril 9, 1999 
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