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To the President and Mcmb~~ St. James Parish Council Convent Lo-J~.-. We have audited the accompanyin~ flmncial statemenm of the St James Parish Gas and Water Dish'flmtion System, State of Louisiana, a component unit of St. James Parish Council, State of Louisiana, as of and for the years ended June 30, 2004 and 2003, as listed in the table of contents. These financial statements are the respoosibitity of the management of the St. James Parish Council, State of Louisiana~ Our tz~onsibility is to express an opinion on these financial sUttcments based on our audits. We conducted our audits in accordance with auditing standards generany accepted in the United States of America and the s~,,d.rds 8pplicable to financial audits contained in C-o~rnment Auditing ~tandards, issued by the Comptroller General of the United States. Those standards require that we plan and perfm'm the audit to obtain reasonable asstwance about whether the financial statements ere Ree of material misstatement. An audit includes examining, on a test basis, evidence supporting the mnounts 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 otw 
In our opinion, the financial starts refen'ed to above present fairly, in all material respects, the financial position of St James Parish Gas and Water Distn'oufion System of St. James Parish Council, State of Louisiana, as of June 30, 2004 and 2003, and the changes in its fmsn~ position and its cash flows for file years then ended in conform/ty with accounting principles generally accepted in the United States of Amexica. 



 

St. James Parish Gas & Water Distribution System Management's Discussion and Analysis Year Ended June 30, 2004 This section of the St. James Parish Gas & Water Distribution System's (the "System") annual fmarteial x~3ort presents a discussion and analysis of the System's financial performance during the fiscal years that ended June 30, 2004 and 2003. Plasse read it in conjunction with the System's fmencial statements, which follow this section. Financial Highlights 4, The volume of treated potable water sold during the 2004 fiscal year decreased by 1.6% and the volume of natural gas sold decreased by 5.1%. Gas revenues for 2004 increased to $1,657,614; water revenues, however, decreased to $1,565,289. ~ The System's assets exceeded its liabilities (net assets) by $9,983,028 at June 30, 2004. Of this amount, $8,539,717 was invested in capital assets, net of related debt, and $986,836 was restricted for debt service. Unrestricted net assets was $456,475. The investment in capital assets of $8,539,717 is a result of the System investing its income in capital assets to improve the efficiency and production capacity of the System. * During the year, the System's net assets increased by $398,977, a 12.6% increase when compared to the prior year change in net assets of $354,338. Net assets totaled $9,983,028 at June 30, 2004, compared to $9,584,051 at June 30, 2003. * The System's operating revenue in 2004 increased $106,041 to $3,396,163, which is 3.2% more than last year's operating revenue of $3,290,122. The System's operating expenses increased by $118,461 to $3,183,058, which is 3.9% more than last year's operating expenses of $3,064,597. * The System's long-term portion of the debt decreased to $696,909, a reduction of $177,878 fTom last year's $874,787. Overview of Financial Statements The System's principal activities of providing natural gas and water services are accounted for in a single proprietary fund - the enterprise fund - for which basic financial statements are prepared. The basic financial statements are comprised of three parts: 1) management's discussion and analysis, 2) the financial statements, and 3) notes to the financial statements. This report also includes an optional section that presents detailed summaries and schedules of selected financial data. Management's Discussion and Analysis (MD&A) serves as an introduction to the basic financial statements and supplementary information. The MI)&A represents management's examination and analysis of the System's f'mancial condition and performance. The basic fmancial statements provide both the short-term and long-term financial information about the System's financial activities, all of which are operated like commercial enterprises. These statements report information about the System using full accrual accounting methods and 
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economic resources focus as utilized by similar business activities in the private sector. Information concerning all of the System's financial and capital assets and liabilities, both short- terra and long-term, are included. All revenues and expenses received during the year, regardless of when cash is received or paid, are reported. R~ate-regulated accounting principles applicable to the private sector, however, are not used by government utilities. The basic financial statements of the System include a statement of net assets; a statement of revenues, expenses, and changes in net assets; a statement of cash flows; and notes to the financial statements, which are described as follows: 
The statement of net assets presents the financial position of the System on a full accrual, historical cost basis. This statement provides information about the nature and amount of resources and obligations at year-end. The statement of revenues, expenses, and changes in net assets presents the results of the business activities over the course of the fiscal year and information as to how the net assets changed during the year. All changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of the related cush flows. This statemeut also provides certain information about the System's recovery of its cost. Rate setting policies use different methods of cost recovery not fully provided for by generally accepted accounting standards. The primary objectives ofthe rate model are to improve equity among customer classes and to ensure that capital costs are allocated on the basis of leng-term capacity needs, ensuring that growth pays for growth. The statement of cash flows presents changes in cash and cash equivalents, resulting from operational, financing, and investing activities. This statement presents cash receipts and cash disbursement information without consideration of the earnings event, when an obligation arises, or depreciation of capital assets. The notes to the financial statements provide required disclosures and other information that are essential to a full understanding of material data provided in the statements. The notes present information about the System's accounting policies, significant account balances and activities, material risks, obligations, commitments, contingencies, and subsequent events, if any. The financial statements were prepared by the System's staff from the detailed books and records of the System. The financial statements were audited and adjusted, if material, during the independent external audit process. Financial Analysis The System's financial statements report its net assets and how they have changed over the reporting period. Net assets - the difference between assets and liabilities - may serve as a useful indicator of the System's financial position. Over time, increases or decreases in the System's net assets are a useful indicator of whether its financial health is improving or deteriorating, respectively. One also needs to consider, however, other non-financial factors such as changes in economic conditions, population growth, and new or changed governmental legislation to adequately assess its overall health. 
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The material portion of the System's net assets (which is 74.1% of total assets) reflects its investment in utility plant assets (e.g., land, buildings, utility plant, and equipment) end other machinery and equipment, less that portion of related debt used to acquire those assets that is still outstanding. These assets are used to provide utility services to our customers; consequently, they are not available for future spending. Although the System's investment in capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other sources (the sale of utility services), since the capital assets themselves cannot be used to liquidate these liabilities. 

Current assets Restricted assets Capital assets, net Other assets, net Total assets Current liabilities Payable fi'om current assets Payable from restricted assets Long-term debt, net Total liabilities Net assets Invested in capital assets, net of related debt Restricted for debt service Unrestricted Total net assets 

Condensed Statements of Net Assets 
FY 2004 FY 2003 FY 2002 $ 932,276 1,273,569 9,307,469 4,201 111517~515 
458,340 379,238 696,909 L534~87 
8,539,717 986,836 456~475 $ 9,983,028 

$ 902,168 1,410,961 9,283,331 6,067 I 1,602~527 
566,671 577,018 874,787 2,018~76 
8,162,280 1,134,646 287,125 $ 9,584,051 

$ 854,919 1,491,484 9,117,654 8,282 11,472,339 
690,826 550,378 1,001 t422 2,242,626 
7,771,233 1,485,203 (26,723) $ 9,229,713 

lne ~ys~em-s nez assols mcreasen ~,J~~,~l/ m nsea~ year zu~, wmc~ Is up rrem ~o,za~,v~t from fiscal year 2003. The most significant change in net asset position is from an increase in invested in capital assets, net of related debt, in the amount of $377,437. The majority of this increase is from the payment of $315,000 of debt principal during the year. 



Condensed Statements of Revenues, Expenses, and Chanzes in Net Assets 
Revenues: Charges for services Gas sales Water sales Total charges for services Penalties Other revenue Intergovernmeotal Interest revenue Total revenues Expenses: Gas department Water department General and administrative Interest and debt expense Total expenses Income before contributions and transfers Capital contributions Transfers out Increase in net assets 

$ 1,657,614 1_565.289 3.222.903 70,879 102,381 148,097 10.425 3.554.685 
1,231,641 1,270,405 681,012 56.545 3.239.603 
315,082 83,895 

$ 1,521,981 1.605.867 3.127.848 59,166 103,108 68,870 15.287 3.374.279 
1,181,465 1,194,041 689,091 55.427 3.120.024 
254,255 100,083 

$ 1,574,509 1.624.513 3.199.022 61,064 108,142 52,080 28.015 3.448.323 
1,150,672 1,096,039 670,869 97.024 3.014.604 
433,719 126,602 (4.274~ 

While the statement of net assets shows a snapshot of the System's financial position at the beginning and ending of the fiscal years, the above statement of revenues, expenses, and changes in net assets provides answers as to the nature and source of these changes. As can be seen above, income before contributions and transfers of $315,082 and capital contributions of $83,895 were the two sources of the increase in net assets in fiscal year 2004. A comparison of the revenues and expenses shows that the System's expenses increased by $119,579 or 3.8% in fiscal year 2004 while the System's revenues increased by $180,406 or 5.3% over fiscal year 2003. The combination of the increase in charges for services and intergovernmental revenue (mainly federal grants) and the increase in gas, water, and expenses along with a decrease in capital contributions (transfers from other funds) makes up the majority of the net increase in net assets in fiscal year 2004 as compared to fiscal year 2003. The System continues to produce positive net income in fiscal year 2004 fTom its utility system operations. 
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The following is a summary of the operating revenue and expense tbr each of the System's departments: 

The following is a summary, of the composition of System's revenues by source 
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Capital Assets At the end of fiscal year 2003, the System's capital assets amounted to $9,283,331, which is stated net of $7,955,857 of accumulated depreciation. During fiscal year 2004, the net increase in capital assets was $24,138, compared to $165,677 invested in 2003. The net increase includes a net $51,369 increase in construction in progress. Major capital events during the f'L~ml year include the following: ~ Start of construction of improvements to the east bank raw water intake structure (see consWdctiun in progress). ~ Installation of new and/or replacement of water and gas mains and fire hydrants at a cost of $246,010. Detailed changes in capital assets are provided in note 6 to the financial statements. Debt Administration At the end of the fiscal year, the System had $696,909 in lung-term debt outstanding, which is less long-term deferred amounts, the current portion of compensated absences, and current maturities in the amount of $215,268, compared to $874,787 at the end of the previous fiscal year. The reduction is primarily due to the payment of $315,000 of principal on revenue bond obligations. The System did not incur additional long-term debt during the fiscal year. At the present time, the System has no formal plans to pursue the issuance of any additional long- term debt. Management, however, continues to review and monitor current bond market conditions for evaluating the feasibility of restructuring any and all outstanding debt obligations if, and when, the opportunity presents itself and only after it is conclusively determined that it is financially feasible to pursue. Economic Factors and Other Information High natural gas prices continue to plague the System and local indnstries located in St. James Parish. Local industries relying on natural gas as a fuel or raw ingredient have reduced or curtailed production due to the high prices. High natural gas prices have caused the System problems providing gas to its customers at a reasonable cost. During the year, the System purchased gas at a low of $5.48 per million cubic feet to a high 0f$8.01 per million cubic feet, as compared to a low of $3.84 and a high of $7.49 during the previous fiscal year. The System continues to be a member of the Louisiana Municipal Gas Authority (LMGA), which pools its resources to purchase natural gas at discounted rates off the spot market price. Natural gas prices are again expectect to mcrcase cturmg the wmter oI LUU4-LUU3. trte ~ysmm, m conjuncnun w~m the LMGA, has purchased future gas deliveries and placed gas in storage at spot market prices that are expected to be lower than the winter prices. Unaccounted for gas has been a concern of the System in previous years. Unaccounted for gas was 8.81% for the year ended June 30, 2003. For the year ended June 30, 2004, unaccounted for gas was 5.78%, a decrease of 39.7%. This is 0.45% greater than for the year ended June 30, 2002. Beginning with the fiscal year ended June 30, 2003, a program was initiated to control and reduce the System's unaccounted for gas. The program consists of the following: 
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Contracting with a consultant to provide assistance to the System to audit deliveries and billings from the System's gas provider. 2. A systematic replacement of older gas meters. It is expected that all meters 15 years old and older will be replaced within 4 to 5 years. 3. A restructuring of the natural gas billing system into three subsystems allowing for the monitoring of unaccounted for gas in smaller, localized areas. During the year, 50 older gas meters were replaced. This, along with the monitoring of the deliveries and billings from the gas provider, is the main reason for the reduction in unaccounted for gas. The System will continue its program to control unaccounted for gas so that unaccounted for gas is held to an acceptable rate. The System continues to partner with the St. James Parish Firemen's Association to fund fire protection improvements to the System. During the year, $72,993 was transferred from the St. James Parish Council Public Safety Trust Fund fur improvements, such as the replacement of undersized main water lines and the installation of additional fire hydrants. These transfers are recorded as capital contributions. Contacting the System's Financial Management This financial report is designed to provide our bondholders, patrons, and other interested parties with a general overview of the System's finances and to demonstrate the System's accountability for the money it receives. If you have any questions about this report or need additional financial information, contact the St. James Parish Gas & Water Distribution System at (225) 562-2412 or 



 



 



 



 



Receipts from customers and users Receipts fi~om intm-flmd services provided Payments to suppliers P aymer~ to employees Payments for inteffund services used Net cash provided by operating activities 
ACTIVITIES: Advances from other funds Subsidy l~om governmental agencies Payments on advances from other funds Net cash (used in) provided by noncapital financing activities 

$ 3,374,243 29,332 (2~03,471) (7o3,557) (,7,270) 479,T/7 
94,382 

Page 1 of 2 

$ 3,254,753 31,025 (i,s7o,65o) (7:z4,177) (9~44s) 598,503 
106,619 68,870 



 



1. 
The St. James Parish Gas and Water Distributinn System (System) was established June 2, 1954 by the St. James Parish Police Jury arid lster acknowledged by the St. James Parish Council. The financial statements of the System are an enterprise fund of the St. James Parish Council. The St. James Parish Council issues financial statements as of December 31. St. James Parish Gas and Water Dislribution System supplies water and gas to the residents of St. James Parish in the State of Louisisna. 
The accompanying financial statements have been prepared on the accrual basis of accoun~ig in conformity with accounting principles generally accepted in the United Ststcs of America as applied to enterprise funds. The Governmental Accounting Standards Board (GASB) is the accepted stanoaro--set'tmg I)ooy Ior estaDllstnng governmental accounting ann Imancml reporting pnnclples. The System applies all applicable GASB prenounccmcnts as well as any of the following pronouncements issued on or before November 30, 1989: Statements and Interpretations of the Financial Accounting Standards Board (FASB), Accounting Principles Board (APB) Opinions, and Accounting Research Bulletins (ARBs) of the Cunmdttee on Accounting Procedure unless those pronouncements conflict with or contradict GASB pronouncements. Fund accounting The System is operated as an enterprise fund which is intended by the local governing body to recover through user charges the costs (expenses including depreciation) of retirement of indebtedness and of providing goods and service to the general public on a continuing basis. Use of estimates The preparation of financial statements in confori~ty with accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that affect the ~ported amounts of nssets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 
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1. (continued) 
Capital assets arc stated at cost and depreciated using the straight-Line method over the following estimated useful lives: Utility plant, distrl'bution systems and components Office furniture, ftxtures and equipment Transportation equipment 5-50 years 3-15 years 5-8 years Improvemanta and betterments to capital assets over $5,000 are capitalized. The System reports public domain or infrastrucau'e fixed assets (i.e. gas and water lines) that are immovable. Expenditures for repairs and maintenmw, e which do not extend the life of the applicable assets are chm'gcd to expense as incurred. Upon retirement or disposal of an asset, the cost of the asset and the acctmaulated depreciation are removed from the books and any resulting gain or loss is included in the sta~nent of revenues and expenses. 



1. (continued) 
For proposes of the statement of cash flows, the System considers all highly liquid investmants (including restricted assets) with original maturities of three months or less to be cash cquivalants. 
State statutes authorize St. James Gas and Water Distribution System to invest in United States bonds, treasury notes and bills, or certificates or time deposits of state banks organized under Louisiana law and national banks having principal offices in Louisiana. In addition, local governments in Louisiana are authorized to invest in the Louisiana Asset Management Pool Inc. (LAMY), a non-profit corporation formed by an initiative of the State Treastwer and organized under the laws of the State of Louisiana, Which operates a local government investment pool. Investments are stated at cost. Market value is not materially different from cost. 
Operating revenues and expenses consist of those revenues and expenses that result from the ongoing principal operations of the System. Operating revenues consist primarily of charges for services. Nonoperating revenues and expenses consist of those revenues and expenses that are related to fmancin$ and investing types of activities and result from nonexchange tz'ansactim~s. 
Financial instruments that potentially subject the System to concentrations of credit risk consist principally of trade accounts receivable. The System's revenues are generated in St. James Parish, Louisiana. The System does not require collateral from its customers to secure trade accounts receivable. However, customers' utility deposits will be applied to unpaid accounts receivable balances, 

-17- 



1. (continued) 
The System employees earn from 12 to 18 days of beth annual and sick leave each year, depending upon length of service. Sick leave may be accumulated without limitation; however, annual leave may not be carried forward from one year to the next onless approved by the Parish President. Upon retirement, unused accumulated sick leave from 15 to 60 days depending on length of service shall be paid to the employee at the employee's current rate of pay. Any unused annual leave is paid to the employee upon ret~ment or termination. The cost of leave privileges, computed in accordance with the codification, is recognized as a current year cxpensc. 
Certain accounts in the prior-year financial statements have been reclassified for comparative purposes to conform with the presentation in the current-year financial statements. 
Cash end cash equivalents are stated at cost, which approximates market. Under state law, these deposits must be secured by federal deposit insurance or the pledge of securities owned by the bank. 



~n~u~ Deposits in the amount of $110,891 are uncollateralized at June 30, 2004 Deposits at June 30, 2003 are secured as follows: 

Cash Certificates of deposit 
Insured 

Collateralized with securities held by the pledging financial institutions' trust f~ d~tm~t $ 200,000 $ 935,689 Total $ 1,135,689 250,000 $ 1,385,689 Even though the pledged securities are considered uncollateralized (Category 3) under the provisions of GASB Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within 10 days of being notified by the System that the fiscal agent has failed to pay deposited funds upon demand. 
Investments held at June 30, 2004 and 2003 include $344,854 end $341,553, respectively, in the Louisiana Asse~ Management Pool (LAMP), a local government investment pool (see Summary of Significant Accounting Policies). In accordance with GASB Codification Section I50.126, the investment in LAMP at June 30, 2004 and 2003 is not categorized in the three risk categories provided by GASB Codification Section I50.125 because the investment is in the pool of lands end, therefore, not evidenced by securities that exist in physical or book enlxy form. LAMP is administered by LAMP Inc., a nonprofit corporation organized under the laws of the State of Louisiana. Only local government entities having contracted to participate in LAMP have an investment interest 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 inveslments. The LAMP portfolio includes only securities and other obligations in which local governments in Louisiana are authorized to invest in accordance with LSA-R.S. 33:2955. Accordingly, LAMP investments are restricted to securities issued, guaranteed, or backed by the U.S. Treasury, the U.S. government, or one of its agencies, enterprises, or instnunentalities, as well as repurchase agreements collateralized by those securities. 



Effective August 1, 2001, LAMP's inveslmant guidelines were amended to permit the investment in government-only money market funds. In its 2001 Regular Session, the Louisiana Legislature (Senate Bill No. 512, Act 701) enacted LSA-R.S 33:2955 (A)(1)(h) which allows all municip~ties, parishes, school boards, and any other political subdivisions of the State to invest in "Investment grade (A-I/P- 1) carrunercial paper of domestic United Slates corpomtiuns." Effective October 1, 2001, LAMP's Investment Guidelines were amended to allow the limited investment in A-I or A-l+ commercial 
The dollar weighted average portfolio maturity of LAMP assets is 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. The investments in LAMP are stated at fair value based on quoted market rates. The fair value is determined on a weekly basis by LAMP and the value of the position in the external investment pool is the same as the value of the pool shares. LAMP, Inc. is subject to the regulatory oversight of the state treasurer and the board of directors. LAMP is not registered with the SEC as an investment company. 



The 1973 Series, 1989 Refunding Series and 1997 Refunding Series Bond resolutions established the following fimds: 
This fund was established to provide for the payments of bond principal and interest At June 30, 2004, the Sinking Fund had investments equal to its required balance. As of Jtme 30, 2003, the System was not in compliance with the provisions of the revenue bond covenants that require assets to be transferred to the sinking fund in an amount equal to 1/6th of the next interest payment and 1/12~" of the next principal payment monthly. As of June 30, 2003 the System had only $165,492 invested in the Sinking Fund (required balance was $188,475). In August 2003, the System transferred an additional $22,983 to the sinking fund to correct this deficiency. 
This fund was established for the payments of bond principal and interest if the Sinldng Fund is not capable of meeting the payments. The bond ordinances require monthly deposits to the Reserve Fund in an amount that will increase the total amount on deposit, within a period not exceeding five years, to a sum equal to the highest principal and interest requirements in any succeeding fiscal year on the 1973 Series, 1989 Refunding Series and the 1997 Refunding Series revenue bonds. For the fiscal year ending June 30, 2004, the highest principal and interest amount that will fall due is $145,250, occurring in the fiscal year ending June 30, 2008. For the fiscal year ending June 30, 2003, the highest principal and interest amount that will fall due is $361,538, occmring in the fiscal year ending June 30, 2004. At June 30,2004 the Reserve Fund had inves~nents in excess of its required balance by $219,669. At June 30, 2003, the System had only $344,378 invested in the Reserve Fund and therefore, was not in compliance with the provisions of the revenue bond covenants. In September 2003, the System transferred an additional $17,160 to the Reserve Fund to correct this deficiency. 
This fund was established to provide for extensions, additions, improvements, renewals and replacement of the gas and water distribution system. It may also be used for bond maturity payments and interest payments if the Sinking Fund and Reserve Fund are not capable of meeting the payments. The 1973 Series and the 1997 Refunding Series revenue bonds require 5% of the gross revunue of the System collected be deposited to the fund after the required deposits to the Sinking Fund and Reserve Fund have been made. 
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W~ 

Rest~cted assets consist of the following: Interest Rate % Sinking fund Money market 
Reserve fund Money market LAMP Capital additions and contingencies fund Money market Total restricted revenue bonds Customers' deposits Cash Certificate of deposit 

.47* 

.47* 1.11" 

Matu~ty Date June 30 2004 2003 

2O,O65 344~854 364,919 2,825 341,553 344,378 

.05* 1.10 7/20/04 18,702 21,590 265~000 283.702 271,590 Total restricted assets $ 1,273,569 $ 1,410,961 *Interest rate is a floating rate and interest rate shown is the current rate at June 30, 2004. 
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Capital asset activity for the year ended June 30, 2004 was as follows: 
Gas distn~onfien syste~n Water distribution system Office furni~re, fixtures, and eqmpment Transportation eqtfipment Total capital assets being depreciated Accunmiated depreciation Total capital assets being depreciated, net Consm~cfion in 

Addi~ens $ 1,978,320 t4,409,295 $ 92,187 191,058 
573.387 34,959 

(3,748) (5,399) 2.066,759 14~594.954 
608,346 

17,222,306 373,226 (9,147) 17,586,385 (7,955,857) (399.620) 81310 (8~347,167) 9,266,449 (26,394) (837) 9,239,218 



 



Substantially all employees of the System are members of the Parochial Employees Retirement System of Louisiana (PERSL), a multiple-employer (cost-sha~ing), public employee rethernent system (PERS), controlled and administered by a separate board of h'ustees. The PERSL is composed of two distinct plans, Plan A and Plan B, with separate assets and benefit provisions. All employees oftbe System are members of Plan A. 
All pe~maneat employees working at least 28 hours per week who are paid wholly or in part from System funds are eligible to participate in the PERSL. Under Plan A, employees who retire at or after age 60 with at least 10 years of ereditsble service, at or after age 55 with at least 25 years of creditable service, or at any age with at least 30 years of creditable service are entitled to a retirement benefit, payable monthly for life, equal to 3% of their final average salary for each year of creditable service. However, for those employees who were members of the supplemental plea only prior to ]anuary 1, 1980, the benefit is equal to one percent of their fmsl average salary plus $24 for each year of supplemental plan only service earned prior to January 1, 1980. Final-average salary is the cnrployee's average salary over the 36 consecutive or joined months that produce the highest average. Employees who terminate with at least the amount of creditable service stated above and do not withdraw their employee contributions may retire at the ages specified above and receive the benefit accrued to their date of termination. The PERSL also provides death and disability benefits. Benefits are established by state statute. PERSL issues an annual publicly available fmeacial ~port that includes financial statements and required supplementary information. That report may be obtained by writing to the Parochial Employees' Retirement System, Post Office Box 14619, Baton Rouge, Louisiana 70898-4619, or by calling (225) 928-1361. Fandin~ Policy. Under Plea A, members are required by state statute to contribute 9.5 percent of their annual covered salmT and the System is requh'ed to coetribnte at an actuarially determined rate for the years ending June 30, 2004 and 2003. The current rate for the System is 11.75 and 7.75 percent of annual covered payroll for the years ending June 30, 2004 and 2003, respectively. Contributions to the PERSL include one-fourth of one percent of the taxes shown to be collectible by the tax rolls of each parish, except Orleans and East Baton Rouge Parishes. These tax dollars are divided between Plan A and Plan B based proportionately on the salaries of the active members of each plan. The contribution requiren~ents of plan rncmb~s and the System are established and may be amended by state statute. As provided by Louisiana Revised StsRlte 11:103, the employer contributions are determined by actuarial valuation and are subject to change each year based on the results of the valuation for the prior fiscal year. The System's contributions to PERSL under Plan A for the years ending June 30, 2004, 2003, and 2002 were $133,592, $119,525, and $111,927, respectively, equal to the required contributions for each year. 
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9. 

10. ~t liabilities (payable from restricted assets) cunsist of the following: , June 30 Current maturities of Revonue Bonds 1973 Series 1997 Series Less ctrcent defeHed amount on refunding Accrued interest on Revenue Bonds Customers' deposits 
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I05,000 105,000 (9,957) 3,032 281,163 379,238 
$ 220,000 95~000 315,000 (11,701) 4,726 268~993 $ 577.018 



Long-term debt consists of the following: 
Revenue bonds: $3,000,000, 1973 Serial bonds due in annual installment of $220,000 at December, 2003, at 6% interest $900,000, 1997 Refunding Serial bonds due in annual installments of $105,000 to $140,000 through December, 2007, at 7.5% interest Advance from St. Jemes Parish Council: Advance from St. James Parish Council due in semiannual installments of $25,000 in July and January through July, 2010, at no interest Compensated absences Less leng-term deferred amount 

June 30 
$ $ 220,000 
485,000 580,000 
306,977 120,200 912,177 356,977 150,235 1,307,212 on remnemg i4,zo~ Zq,LLa Less current maturities included in ore-rent lishilities (see note 14) 50,000 50,000 Less current compensated absences 46,000 43,200 Less current maturities included in restricted liabilities (see note 10) 105,000 315,000 $ 696,909 $ 874,787 

- 27 - 



The changes in long-term debt for the year onded June 30, 2004 were as follows: 
~.evelluo Bonds Less defesred amount on refunding Advance Compensated Abscmc~ Leng-1~n Debt 

July 1, 2003 J~e30, 2004 Due Within One Year $ 800,000 $ $ (315,000) $ 485,000 $ 105,000 (35,926) 356,977 11,701 (50,0oo) (24~.25) 306,977 (9,957) $o,ooo 
$ $ (383,334) $ 887,952 $ 191,043 The changes in long-term debt for the year ended June 30, 2003 were as follows: 



1997 Refunding Series revenue bonds maturing December 1, 2003 and therea~xr are callable for redemption in inverse order at any time on or aRer December 1, 2002, at the principal amount and accrued interest to the date fixed for redemption. The armual retirements to amortize all debt outstanding as of June 30, 2004 are as follows: Fiscal Year Ending, June 30 Principal $ 155,000 2005 2006 2007 2008 2009 2010-2011 
165,000 175,000 190,000 50,000 

Interest $ 32,437 24,188 15,187 5,250 
$ 77,062 

$ 187,437 189,188 190,187 195,250 5O,0OO 
869.039 

The System is exposed to various risks of loss related to torts; theft of, damage to and destruotion of assets; errors and omissions; injuries to employees and natm'al disasters. The System cantles cunmmrcial insurance to cover these risks, including worksaon's compensation. Settled claims have not exceeded their commeroial coverage in any of the past three fiscal years. The System joined with the St. James Parish Council to form a Group Hospitalization Claims Clearing Fund (Fund). The Fund is an internal service fund of the Council used to account for and finance its uninsured risks of loss related to employee health and medical claims. The System pays monthly premiums to the Fund for its health and medical insurance coverage based on estimates of the amounts needed to pay prior and current year claims and to establish a reserve for future catastrophe losses. Under the program, the Fund provides coverage for up to a maximum of $60,000 for each employee's health claims. The Council purchases insurance for claims in excess of coverage provided by the Fund. 
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14. 

St. James Parish Gas and Water Distribution System is a member of the Louisiana Municipal Natural Gas Purchasing and Distn'oution Authority (the Authority). As a member of the Authority, the System agrees to purchase all of its gas supplies for resale to its customers through the Authority's gas distn'ontion system. The Authority prepares an annual budget that contains an estimate of all of the Authority's operation, maintenance and genera] expenses relating to the operation and conduct of the business of the Authority during the year. The total amount set forth in the Annual Authority Budget is paid monthly by each member of the Authority based on a percentage of each member's cost of gas. This contract is renewed annvally beginning October 1 and can be terminated by either party by giving writton notice to the other party at least six months prior to termination. 
St. James Parish Gas and Water Distribution System bills and collects payments for sewerage services to the customers of St. James Parish. These collections are then remitted to the St. James Parish Solid Waste Fund (a special revenue fund of the St. James Parish Council). The System earns a collection fee on total amounts billed. For the years ended June 30, 2004 and 2003, the collection fee percentage was 12%. For the years ended June 30, 2004 and 2003, total billings were $244,436 and $242,560, respectively, and collection fees earned were $29,332 and $29,107, respectively. This income is included in miscellaneous income on the statement of revenues and expenses. Amounts relnllleQ t0 ~t. J~111es 1";tI"1sn ~Olla waste l~uno OUrlfig Ule years ellaea ,ttul~ .~D, ~DD4 an(1ZDD.~ were $232,374 and $305,901, respectively. The balance owed to the St. James Parish Solid Waste Fund at June 30, 2004 and 2003 was $89,756 and $107,026, respectively. During the year ended June 30, 2002, St. James Parish Gas and Water Distribution System entered into an agreement with the St. James Parish Fireman's Association for an amount up to $500,000 to be advanced to the System for the construction of a ~Iarifier at the east bank water treatment plant. The funds are available through the St. James Parish Public Safety Trust Fund: As of June 30, 2003 the total amount advanced was $406,977. Current maturities of $50,000 are included in current liabilities payshle from current assets (see note 11.). 15. Bud2ets Operating and capital expenditure budgets are adopted by the St. James Parish Council on a cash basis. While not legally required, this budgetary information is employed as a management control device during the year. Comparison between actual and budgeted expenses is not a required presentation for an eaaterprise fund. 
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RECEIPTS Interest on Investments Transfers from: Operating account Total receipts Total available 
DISBURSEMENTS 

Capital Additions and Contingencies Reserve Fund Fund 
$ 165,492 $ 344,378 $ 629,501 $ 1,139,371 
690 3,381 2,830 
260,327 261,017 426,509 17.160 20,541 364,919 181,171 184,001 813,502 458,658 465,559 1,604,930 

Bond principal 315,000 315,000 Bond interest 46,537 46,537 Payment c~ advance from SJPC 50,000 50,000 Capital expenditures and repairs 90,129 90,129 Transfers to: Oporating account 112,660 112,660 Miscellaneous expenses 737 737 Total disbursements 362,274 252,789 615,063 
RESTRICTED ASSETS. JUNE30~2004 $ 64,235 $ 364,919 $ 560,713 $ 989,867 
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Metered water leaving plant (in thousand gallons) Water billed to customers (in thousand gallons) 
Cost of water. Chemicals Wages Employee benefits Retirement Utilities Repairs and maintenance Depreciation 
General and administrative costs: Wages Bad debts 

561,948 
$ 82,704 409,600 101,613 39,197 76,780 236,933 323,578 1,270,405 
82,125 3,304 

711,451 
$ 77,081 392,739 86,392 30,438 74,844 236,369 296,178 1,194,041 
83,668 4,593 K~Y&II5 anQ ~L~lfil3Ce ~ I ,Lt5 -~ 3~,L31O Office 55,744 63,974 Insurance 60,613 52,445 Retirement 8,018 6,067 Employee benefits 42,630 65,596 Contracted services 29,912 25,842 Depreciation and amortization 17,339 19,370 330,767 353,785 

Total costs of production $1,601,172 $1,547,826 
Cost of one thousand produced gallons of water $ 2.23 $ 2.18 Cost of one thousand billed gallons of water $ 2.85 $ 2.71 
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ST. JAMES PARISH GAS AND WATER DISTRIBUTION SYSTEM STATE OF LOUISIANA INSURANCE COVERAGE JUNE 30~ 2004 I'UNAUDITED~ 
Expiration Company Coverage Amoont Date Zurick-American Insurance Fire, lighming and extended 12/31/2004 Compan~ provides covvrago (90% co-insurance) coverage on all of Parish property Water Plant No. 1 Building and machinery $ 450,000 Contents $ 544,500 Water Plant No. 2 Building and nmchinvry $ 1,260,000 Contents $ 544,500 Water Towers Convvnt, LA $ 72,000 Union, LA $ 72,000 South Vacherie, LA Large Tower $ 90,000 Small Tower $ 67,500 North Vacherie, LA $ 67,500 Welcome, LA $ 67,500 Booster station, Convent, LA Building $ 3,000 Contents $ i0,000 Warehouse Building $ 27,000 Contents $ 70,000 Office, Vacherie, LA Building $ 90,000 Contents $ 70,000 

Parish Government Risk Workmen's Compensation Statutory 12/31/2004 Management Agency Employer's Liability $ 1,000,000 
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Zurick-American Insurance Company 

JUNE 30~ 2004 (UNAUDITED) 

Bodily injurylpropcrty damage Con~rehensive ($I,000 deductible) CoUision ($1,000 deductible) Comprehensive general liability coverage including completed operations and explosion 

$ 1,000,000 Actual value Actual value 

Expiration Date 3/21/2005 

Range~ Insurance Company Excess liability $ 2,000,000 6/14/2005 zAtrlclc-t~ineTiuan m~uIallU~ I..,onlrdUtOl~ ~~qu1])Inu-'n[ ~ /u~3uo IIO/kUU~ Company 1% of value deductible 
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To the President and Members St. James Parish Council Convent, Louisiana We have audited the financial statements of the St. James Parish Gas and Water Distn'bution System of the St. James Parish Council, State of Louisiana, as of and for the yca~ ended June 30, 2004 and 2003, and have issued our XglXa't thereon dated September 29, 2004. We conducted our audits in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing ,~tandards, issued by the Comp~oller General of the United States. 
As part of obtaining reasonable assurance about whether St. James Gas and Water Distribution System's financial statcmants are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with winch 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 instances of noncompliance that are required to be reported under Government Auditing Standards which are described in the accompanying schedule of findings and questioned costs as items 2004-1 and 2004-2. Internal Control Over Financ'ud Reporting In planning and performing our audits, we considered St. James Parish Gas and Water Distribution System's intemul 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 material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal eontrul over financial reporting and its operation that we consider to be material weaknesses. - 37 - 



This report is intended solely for the information and use of management, the St. James Parish Gas and Water Distribution System, St. James Parish Council and the Legislative Auditor of the State of Louisiana and is not intended to be and should not be used by anyone other than these specified parties. Under Louisiana Revised Statute 24:513, tids report is distributed by the Legislative Auditor as a public docurnenL 

Metairie, Louisiana September 29, 2004 
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ST. JAMES PARISH GAS AND WATER DISTRIBUTION SYSTEM STATE OF LOUISIANA 
SCHEDULE OF FINDINGS AND OUF~TIONED COSTS YEAR ENDED JUNE 30. 2004 FINDINGS - FINANCIAL STATEMENT AUDIT 

2004-1 Procurement of Fxluipme~t 
Condition: The procurement of equipment in the amount of $23,130 was not advertised and therefore not awarded to the lowest bidder. Criteria: Louisiana Public Bid Law requires that purchases exceeding $20,000 must be procured by advertising and awarding the purchase contract to the lowest responsive and responsible bidder. Effect: Because of the failure to advertise for bids, purchase price for equipment could be higher than if bid. 
Cause: The equipment that was purchased was needed immediately for an inspection. 
Recommendation: Procedures should be in~lemented reqmring approval by management of purchases of equipment, materials and supplies, including procedures to ensure that bids are obtained for purchases that exceed $20,000. 
Management's Response and Corrective Action Plan: Management plans to adopt procedures to approve purchases of equi~t, materials and supplies that includes bid procedures for purchases over $20,000. 
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FINDINGS - FINANCIAL STATEMENT AUDIT (couttnued) 2004-2 Collateralization on Deposits 
Condition: Criteria: 
Effect: 
Cause: 

At June 30, 2004 deposits were tmcollateralized by $110,891 Louisiana Revised Statute 39:1225 requires the mount of sec~ty be equal to one hundred percent of the mount of collected funds on deposit to the credit of each depositing authority. Because of the failure to provide adequate collateralization, the deposits are unsecured by $110, 891. The certificate of deposit in the amount of $265,000 was excluded by the bank in determining the amount that should be collateralized. The Ba~k should be notified to include all deposits of the entity in determining the mount of collateralization. Procedures should be implemented requiring management to perform a periodic review of the deposit collatemlization. 
Munagement's Response and Corrective Action Plan: Management notified the bank to include the certificate of deposit in the determination of collateralization of deposits. Management will implement procedures to periodically review adequate col]ateralization of deposits. 
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2003-1 Required Balance in Bond Sinldng Fund 
Condition: The required balance in the bond sinking fund should have been $188,475 at 3une 30, 2003. The actual amount in the sinking fund at June 30, 2003 was $165,492. A deficit of $22,983 existed in the sinking fund at June 30, 2003. 

The auditor recorcunended procedmes be implemented that require management approval of ~'ansfers to the sinking fund prior to the transfer and a review should be made monthly to ensure that the proper balance in the sinking fund is maintained. 
Current Status: The recommendalinn was adopted in August, 2003. No similar findings were noted in the 2004 audit. 

2003-2 Required Balance in Bond Reserve Fund 
Condition: The required balance in the bond reserve fund should have been $361,538 at June 30, 2003. The actual amount in the reserve fund at June 30, 2003 was $344,378. A deficit of $17,160 existed in the reserve fund at June 30, 2003. 

The auditor recommended procedures be implemented that require management approval of transfers to the reserve fund prior to the Iransfer and a review should be made monthly to ensure that the proper balance in the reserve fund is maintained. 
The recommendation was adopted in August, 2003. No similar findings were noted in the 2004 audit. 


