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PAYNE, MOORE & HERRINGTON, LLP

INDEPENDENT AUDITOR’'S REPORT

Board of Commissioners
Water Works District No. 3 of
Rapides Parish

We have audited the accompanying balance sheet of Water Works District No. 3 of
Rapides Parish, Tioga, Louisiana, as of December 31, 1998, and the related
statements of revenues, expenses, and changes in retained earnings and cash flows
for the year then ended. These financial statements are the responsibility of the
District’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards
and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtalin 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 belileve that our
audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, 1in all
material respects, the financial position of the Water Works District No. 3 of
Rapides Parish as of December 31, 1998, and the results of its operations and its
cash flows for the year then ended in conformity with generally accepted accounting
principles.

In accordance with Government Auditing Standards, we have also issued our report
dated May 4, 1999, on our consideration of Water Works District No. 3 of Rapides
Parish’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws and regulations.

The year 2000 supplementary information on page 18 1s hot a required part of the
baslic financial statements but i1s supplementary information required by the

Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the
methods of measurement and the presentation of the supplementary information.

MARVLC A JENEAN. CPA 1 Rupemr L AHTON. CPA REBECCA B. MORMS, LA,
H. £R£8 RANDOW, C.P.A. RUBERT W, OVORAS, CPA. | MICATLA. JUNEAL. CPA ¢
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N () 2




A~
) (X)
v

¥ -

PAYNE, MOORE & HERRINGTON, LLP

Board of Commissioners
Water Works District No. 3 of
Rapides Parish

However, we did not audit the information and do not express an opinion on it. 1In
addition, we do not provide assurance that the Water Works District No. 3 of
Rapides Parish is or will become year 2000 compliant, that the District’s year 2000
remediation efforts will be successful in whole or in part, or that parties with
which the District does business are or will become year 2000 compliant.

Our audit was performed for the purpose of forming an opinion on the basic
financial statements taken as a whole for the year ended December 31, 199%8. The
additional information as listed in the foregoing table of contents 1is presented
for purposes of additional analysis and 1is not a required part of the basic
financial statements, Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, 1n our
opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

R S

Certlfled Public Accountants

May 4, 1999
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WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH
STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN RETAINED EARNINGS
YEAR ENDED DECEMBER 31, 1998

EXHIBIT B
OPERATING REVENUES
Water sales $2,397,196
Delinguent surcharges 36,656
Connection fees 28,480
Other 26,676
Total Operating Revenues 2,489,008
OPERATING EXPENSES (BY DEPARTMENT)
Administration 503,239
Purification 388,135
Distribution 310,110
Meter 130,349
Production 174,704
Wells 94,428
Depreciation 457,879
Total Operating Expenses 2,058,844
OPERATING INCOME 430,164
NONOPERATING REVENUES
Gain on sale of assets 6,727
Interest income 123,879
Total Nonoperating Revenues 130,606
NET INCOME 560,770
RETAINED EARNINGS, BEGINNING OF YEAR 6,783,686
RETAINED EARNINGS, END OF YEAR $7,344,456

The accompanying notes are an integral part of the financial statements.
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WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 1998

EXHIBIT C

OPERATING ACTIVITIES
Net income 5 560,770
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation 457,879
Amortization of investment premium and discount 342
Bad debt expense 1,394
Gain on sale of property (6,727)
Changes 1n operating assets and liabilities:
Accounts recelvable (8,274)
Inventories (17,213)
Prepaid expenses 1,513
Accrued interest receivable (17,284)
Accounts payable 15,300
Contracts payable 5,321
Accrued expenses (89)
Customers’ meter deposits 15,877
Other current liabilities 2
Net Cash Provided by Operating Activities 1,008,811
NONCAPITAL FINANCING ACTIVITIES -0-

CAPITAL, FINANCING ACTIVITIES

Cash proceeds from sale of equipment 6,727
Contributed capital 122,637
Net Cash Provided by Capital Financing Activities 129,364

INVESTING ACTIVITIES

Purchase of fixed assets and construction (813,071)
Proceeds from maturities of investments 360,000
Purchase of investments (666,855)
Net Cash Used in Investing Activities (1,119,926)
INCREASE IN CASH AND CASH EQUIVALENTS 18,249
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 663,869
CASH AND CASH EQUIVALENTS, END OF YEAR $.___ 682,118

CLASSIFIED AS:

Current Assets S 612,742
Restricted Assets 69,376
TOTAL S 682,118

The accompanylng notes are an integral part of the financial statements.
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WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH
DECEMBER 31, 1998

NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Water Works District No. 3 of Rapides Parish
have been prepared in conformity with generally accepted accounting principles

(GAAP) as applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The more significant of the

District’s accounting policies are described below.

Reporting Entity

Upon the presentation of a petition by property owners to the Louisiana
Legislature, the Rapides Parish Police Jury was made responsible for creating a
water district to utilize certain water facilities at Camp Livingston which had
been abandoned. As a result, Water Works District No. 3 of Rapides Parish was
created by an ordinance of the Rapides Parish Police Jury on February 8, 1%249. The
District provides water to many individual, commercial, and municipal customers

primarily in Ward 10 of Rapides Parish.

In evaluating how to define the District for financial reporting purposes,
management has considered all potential component units. The decision to include
a potential component unit in the reporting entity was made by applying the
criteria set forth in GAAP. Generally, component units are legally separate
organizations for which the elected officials or appointed board members of the
primary government are financially accountable. Some of the criteria considered
under "legally separate organization" are the capacity for the organization to have
its own name, the right for the organization to sue and be sued in its own name
without recourse to the primary government, and the right to buy, sell, lease, and
mortgage property in 1ts own name. Some of the criteria used to consider
"financially accountable” include appointment of a voting majority of the
organization‘s governing body, ability for primary government to impose its will
on the organization, whether the organization has the potential to provide specific
financial benefits to, or improve specific financial burdens on the primary
governnment, and fiscal dependence of the organization. Based upon the application
of these criteria, only the operating activitilies of the Water Works District No.
3 of Rapides Parish are included in these financial statements.

The Water Works District No. 3 of Rapides Parish operates autonomously from
the other Parish agencies. Therefore, the Water Works District No. 3 of Rapides
Parish reports as an independent reporting entity. This report includes all funds
which are controlled by or dependent upon the Water Works District No. 3 of Rapides

Parish.



WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH
DECEMBER 31, 1998

NOTES TO FINANCIAL STATEMENTS

Fund Accounting

A fund is a separate accounting entity with a self-balancing set of accounts.
The District only has one fund - the general fund. It 1s consildered a proprietary
fund. Proprietary funds are used to account for activities similar to those found
in the private sector, where the determination of net income 1s necessary or useful
to sound financial administration. Where goods or services are provided to outside
parties, such as customers receiving water, the proprietary fund 1is considered an

enterprise fund.

Basis of Accounting

Proprietary funds follow GAAP prescribed by the Governmental Accounting
Standards Board and all Financial Accounting Standards Board'’s standards 1ssued

prior to November 30, 1989. BAll proprietary funds are accounted for on a flow of
economic resources measurement focus. With this measurement focus, all assets and

liabilities associated with the operation of these funds are included on the
balance sheet. Fund equity (i.e., net total assets) is segregated into contributed
capital and retained earnings components. Proprietary fund-type operating
statements present increases (e.g., revenues) and decreases (e.d., expenses) 1n net

total assets.

The accrual basis of accounting 1s followed by the District. Under this
method, revenues are recorded when earned and expenses are recorded at the time

liabilities are incurred.

Cash and Cash Eguivalents and Investments

Cash and cash equivalents include amounts in demand deposits as well as short-
term investments generally maturing within three months of the date acquired by the
District.

Investments are stated at cost or amortized cost.

Accounts Receivable

Amounts due from customers are recognized as bad debts as they are considered
unceollectible. Minimum losses are sustained since the customer’s meter deposit is
applied to any unpaid balance. In the opinion of management, all receivables were
collectible and an allowance for doubtful accounts was not considered necessary.

Inventories

Inventories of pipe, fittings, and other construction materials are stated at
the lower of average cost or market, primarily on a first-in, first-out basis.



WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH
DECEMBER 31, 1998

NOTES TO FINANCIAL STATEMENTS

Prepald Items

Payments made to vendors for services that will benefit periods beyond December
31, 1998, are recorded as prepaild items.

Restricted Assets

Certain proceeds related to customers’ meter deposits are classified as
restricted assets on the balance sheet because their use is limited by applicable
laws and regulations. The meter fund 1s used to account for customers’ meter

deposits received from and returned to customers.

Fixed Assets

Fixed assets are stated at cost when purchased and at fair market value when
donated to the Distract. Improvements that add to the value of the asset or

materially extend asset lives are capitalized.

Depreciation 1s computed using the straight-line method over the useful lives
of capitalized assets.

Accrued Vacation and Sick Leave

Any accrued vacation or sick leave accumulated for the year i1s terminated at
December 31 of each year for all employees. Untaken sick leave days oxr vacation
days are not carried over into the next year. Therefore, there is no liability for
accrued vacation and sick leave at yeax end.

Contributed Capital

Contributed capital is recorded on the balance sheet when amounts are received
through capital grants or through contributions from developers and customers.

Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles reguires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and reported amounts
of revenues and expenses during the reporting period. Actual results could differ

from those estimates.
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WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH
DECEMBER 31, 1998

NOTES TO FINANCIAL STATEMENTS

2. CASH AND CASH EQUIVALENTS AND INVESTMENTS

Cash and Cash Equivalents

At December 31, 1998, cash and cash equivalents consisted of the following:

TOTAL UNRESTRICTED RESTRICTED
Petty cash and change funds S 1,150 S 1,150 S
Cash in bank 373,364 303,988 69,376
Held by broker - Daily
U.S. Treasury Fund 307,604 307,604
Totals $682,118 $612,742 $69,276
Investments

The District may invest 1n United States bonds, treasury notes, or
certificates of deposit of state banks organized under the laws of Louisiana and
national banks having their principal office in the State of Louilsiana, an
investment as stipulated 1n Louisiana Revised Statute 39:1271, or any other
federally insured investment.

At December 31, 1998, investments consisted of the following:

TOTAL BOOK MARKET

UNRESTRICTED RESTRICTED BALANCE VALUE
Certificates of Deposit $1,140,956 S 48,639 $1,189,595 $1,189,595
U.S. Treasury obligations 404,249 187,819 592,068 587,019
$1,545,205 $236,458 $1,781,663 $1,786,614

Cash and cash equivalents and investments are categorized as either (1)
insured or registered for which the securities are held by the District or its
agent in the District’s name, (2) uninsured and unregistered for which the
securities are held by the broker’s or dealer’s trust department or agent in the
District’s name, or (3) uninsured and unregistered for which the securities are
held by the broker or dealer, or by its trust department or agent, but not in the
District’s name. (In accordance with GASB 3, this category includes certificates
of deposit that are collateralized with securities held by the pledging financial
institution or by its trust department or agent, but not in the District’s name,
although balances so collateralized meet the requirements of state law. All of the
amount shown in Category 3 is collateralized by securities held by the pledging
financial institution’s agent, but not in the District's name.)



WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH
DECEMBER 31, 1998

NOTES TO FINANCIAL STATEMENTS

CARRYING
CATEGORIES BANK AMOUNT ON
1 2 3 BALANCES BOOKS
Cash and Cash
Equivalents
Cash 1n bank $100,000 5 S 299,519 S 399,519 5 373,364
Daily U.S.
Treasury Fund 307,604 307,604 307,604
Investments
Certificates
of deposit 1,189,595 1,189,595 1,189,595
U.5. Treasury
obligations 592,068 o 592,068 592,068
Totals $999 672 S-0- $1,489,114 52,488,786 $2,462,631

3. ACCOUNTS RECEIVABLE - WATER SALES

Receivables arising from water services provided to customers consist of
uncollected billings rendered to customers on monthly cycle billings and estimated
services provided to customers between billing cycles. At December 31, 1998, these
recelvables were as follows:

Uncollected cycle billings $134,008
Estimated services between cycles 7,729
$201,737

4, PREPAID EXPENSES

Prepald expenses include prepaid insurance in the amount of $96,959. The
remaining prepaid amount of $1,105 consists of prepaid maintenance and permits.

10



WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH

DECEMBER 31, 1998

NOTES TO FINANCIAL STATEMENTS

5. FIXED ASSETS
A summary of fixed assets 1is as follows:

ESTIMATED
L1IFE

IN YEARS AMOUNT
Land S 234,384
Plant, distribution, and

transmission lines 5-20 12,395,367

Meters 20 350,277
Vehicles and trailers 3-10 371,318
Furniture and fixtures 3-10 205,198
Radio edquipment 5-10 29,873
Machinery and equipment 3-15 420,472
Builldings 10-40 804,835
Fencing 10-25 68,390

Total Fixed Assets

Less:
Accumulated depreciation

NET FIXED ASSETS
Depreciation expense for the year was $457,879.
6. CONTRIBUTED CAPITAL
Changes in contributed capital during the year are as

Balance, beginning of year
Plus:

Contributions from customers -
Waterlines, taps, and fire hydrants

Balance, end of year

7. PENSION PLAN

14,880,114

6,056,076
$ 8,824,038

follows:

$3,830,877

122,637
$3,953,514

Employees of the District are not covered under a State of Louisiana PERS plan,

They are members of the social security system.

B. DEFERRED COMPENSATION PLAN

The District has a tax deferred compensation plan under section 457 of the

Internal Revenue Code. Under the terms of that plan,

the District matches a

limited portion of the employees’ contribution. The District made contributions

totaling $10,819 for the year 1998.

11
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WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH
DECEMBER 31, 1998

NOTES TO FINANCIAL STATEMENTS

9. NOTES TO STATEMENT OF CASH FLOWS

There were no material noncash capital or financing activities that affected
recognized assets or liabilities during the year.

No interest was paid during the year.

12
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WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH
COMPARISON OF REVENUES AND EXPENSES - BUDGET AND ACTUAL

YEAR ENDED DECEMBER 31, 1998

SCHEDULE 1
VARIANCE
FAVORABLE

BUDGET ACTUAIL (UNFAVORABLE )

REVENUES

Water sales S 2,032,000 $2,397,196 S 365,196
Delinguent surcharges 32,963 36,656 3,693
Connection fees 27,065 28,480 1,415
Contributions 67,323 122,637 55,314
Interest 101,282 123,879 22,597
Other 26,161 33,403 7,242
Totals 2,286,794 2,742,251 455,457
EXPENSES (SCHEDULE 2) 4,017,014 2,378,919 1,638,095
REVENUES OVER EXPENSES (DEFICIT) $él;?30,220)(1) 5 363,332 52,093,552

(1) The District’s budget included $1,837,000 from prior retained earnings. This
appropriation of prior retained earnings resulted in the adoption of a balanced

budget.

RECONCILIATION OF NET INCOME

REVENUES OVER EXPENSES S 363,332
Plus:

Capital additions 777,954
Less: 1,141,286

Deprecilation 457,879

Contributions 122,637 580,516

NET INCOME (EXHIBIT B) $_ 560,770

See independent auditor’s report.
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WATER WORKS DISTRICT NO.

COMPARISON OF EXPENSES -~ BUDGET AND
YEAR ENDED DECEMBER 31,

EXPENSES BY DEPARTMENT
Administration
Purification
Distribution
Meter
Production
Wells
Capital additions

TOTALS

See independent auditor's report.

15

BUDGET

568,654
458,700
410,500
141,200
225,460
155,000

2,057,500

1998

3 OF RAPIDES PARISH
ACTUAL

ACTUAL

503,239
388,135
310,110
130,349
174,704

94,428
777,954

SCHEDULE 2

VARIANCE
FAVORABLE

(UNFAVORABLE)

$4,017,014

$2,378,919

S 65,415
70,565
100,390
106,851
50,756
60,572
1,279,546

$1,638,095




WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH

SCHEDULE OF PER DIEM PAYMENTS - BOARD MEETINGS
YEAR ENDED DECEMBER 31, 1998

SCHEDULE 3

MEETINGS
ATTENDED AMOUNT
Daniels, Horace C. 16 S 960
Kees, William, Jr. 16 960
Lofton, Matt D. 15 900
Smith, Roy L. - 16 960
White, Ezra D. 16 960
Hollingsworth, Tommy J. 16 960
Livingston, Sharon 15 900
Price, Lurline 14 840
Hebron, Wes 15 900
TOTAL $8,340

See 1ndependent auditor’s report.

16




SUPPLEMENTAL INFCRMATION

17



OTHER REPORT REQUIRED BY
GOVERNMENT AUDITING STANDARDS
AND LOUISIANA GOVERNMENTAI AUDIT GUIDE

19



v
A i

PAYNE, MOORE & HERRINGTON, LLP

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 Commissiohers
Water Works District No. 3 of
Rapides Parish

We have audited the financial statements of the Water Works District No. 3 of
Rapides Parish, Tioga, Loulsiana, as of and for the year ended December 31, 1998,
and have issued our report thereon dated May 4, 1999. We conducted our audit in
accordance wlth generally accepted auditing standards and the standards applicable
toe financial audits contalined in Government Auditing Standards, issued by the
Comptroller General of the United States.

Complilance

As part of obtaining reasonable assurance about whether the Water Works District
No. 3 of Rapides Parish’s financial statements are free of material misstatement,
we performed tests of 1ts compliance with certain provisions of laws and
regulations, 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 material 1instances 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 Water Works District No.
3 of Rapides Parish’s 1internal 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. OQur 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

MALYIK A JONERL.CPA ¢ ROBERTL LTTON EPA | REBECCH B MORNS [PA R
W EREo Rasow CPA | RoBewr W DVORAKLPA | MICHAEL A, JONERL, CPA «» 1413 METRD DRive < P.0. BOX 13200 = ALexakoris, 1A 11315-3200

ERNEST F. Sassin CPA Date P. De SELLE, C.0A . PallL Hoog, CPA 21 PR: (318) 443-1693 « Fax; (310) 443-251%
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PAYNE, MOORE & HERRINGTON, LLP

Board of Commissioners
Water Works District No. 3 of

Rapides Parish

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 solely for the information and use of management of the
Water Works District No. 3 and Louisiana Legislative Auditor and is not intended
to be and should not be used by anyone other than these specified parties.

% /4.736 o

Certlfled Public Accountants

May 4, 1999
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WATER WORKS DISTRICT NO. 3 OF RAPIDES PARISH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 1998

SECTION I - SUMMARY OF AUDITOR'S RESULTS

Financlial Statements
Type of auditor‘s report issued: Unqualified
Internal control over financial reporting:

Material weaknesses identified? yes X no

Reportable conditions identified
that are not considered to be
material weaknesses? yes X none reported

Noncompliance material to financial
statements noted? ves X no

Corrective Action Plan Not applicable

Management ‘s Summary Schedule of Prior
Audit Findings Not applicable

Memorandum of Other Comments and
Recommendations Not applicable

Federal Awards Not applicable

SECTION 1II ~ FINANCIAL STATEMENT FINDINGS

None.

SECTION III - FEDERAL AWARP FINDINGS AND QUESTIONED COSTS

No federal awards were received by the Water Works District No. 3 of Rapides Parish
during the year ended December 31, 1998.

24



