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INTTTENDEMT AUDITORS' ™" “"PORT

Board of Directors
Herculaneum Sewer District of Jetferson County
Herculaneum, Missouri 63048

Dear Members of the Board:

I have audited the accompanying general purpose financial statements, listed in the table
of contents, of Herculaneum Sewer District of Jefferson County, as of June 30, 2001 and
for the year then ended. these general purpose financial statements are the responsibility
of Herculaneum Sewer District of Jefferson County's management. My responsibility is
to express an opinion on these general purpose financial statements based on our audits.

I conducted my audit in accordance with generally accepted auditing standards,
Government Auditing Standards, issued by the Comptroller General of the United States,
and the provisions of Office of Management and Budget Circular A-128, "Audits of State
and Local Governments". Those standards and OMB Circular about whether the general
purpose financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
general purpose financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall general purpose financial statement presentation. I believe that our audits provide
a reasonable basis for my opinion.

In our opinion, the general purpose financial statements referred to in the first paragraph
present fairly, in all material respects, the financial position of Herculaneum Sewer
District of Jefferson County at June 30, 2001 and the results of its operations and cash
flows for the year then ended in conformity with generally accepted accounting
principles, except for the unverified Accounts Receivable as stated in footnote 4.

1701 Fair. _¢ ~'rcle * Barnhart, M. 63012 » (314) 464-1845



My audit was conducted for the purpose of forming an opinion on the general purpose
financial statements taken as a whole. The financial information listed as supplemental
information in the table of contents is presented for purposes of additional analysis and is
not a required part of the financial statements of Herculaneum :wer District of Jefferson
County. Such information has been subjected to the auditing procedures applied in the
audit of the general purpose financial statements and, in our opinion, is fairly presented in
all material r »ects in relation to the financial statements taken an a whole.

/] 4 o,
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Deborah A. Lewis, CPA

January 24, 2002
Barnhart, Missouri
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HERCULANEUM SEWER DISTRICT OF JEFFERSON COUNTY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001

1. §""‘ 2 £ A TYXT AT ﬁY{*—J\TTnYﬂL}T’T‘ ,\g T T T T Y T AT T AT

A. Principles Used to Determine Scope of Entity
The district's reporting entity includes the district's governing board and all related
o mizations for which the district exercises oversight responsibility.

The district has developed criteria to determine whether outside agencies with activities
which benefit the customers of the district should be included within its financial
reporting entity. The criteria includes, but is not limited to, whether the district exercises
oversight responsibility (which includes financial interdependency, selection of
governing authority, and accountability for fiscal matters), scope of public service and
special financing relationships.

The district has determined that no other outside agency meets the above criteria and,
therefore, no other agency has been included as a component unit in the district's financial
statements. In addition, the district is not aware of any entity which would exercise such
oversight which would result in the district being considered s component unit of the
entity.

B. Basis of Presentation

The financial transactions of the district are recorded in a sit  “e enterprise fund. An
enterprise fund is a type of proprietary government fund which is normally used by sewer
and other utility districts. An enterprise fund is used to account for operations (a) that are
financed and operated in a manner similar to private business enterprises where the intent
of the governing body is that the costs (expenses, including depreciation) of providing
goods or services to the general public on a continuing basis are financed or recovered
primarily through user charges: or 9b) where the governii  body has decided that
periodic determination of revenues earned, expenses incurred and/or net income is
appropriate for capital maintenance, public policy, man  :ment control, accountability,
or other purposes.

C. Basis of Accounting

Enterprise funds such as this are accounted for using the accrual basis of accounting
which is accepted under Generally Accepted Accounting Principles. their revenues are
recognized when they are earned, and their expenses are recognized when they are
incurred.



HERCULANEUM SEWER DISTRICT OF JEFFERSON COUNTY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001
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Fixed assets are carried at historical cost, less accumulated depreciation. Depreciation
has been provided over the estimated useful lives using the straight line method. the
estimated useful lives are as follows:

..eatment Plant & Lift Stations 10-50 years
Structures and improvements ~5-35 years
Transportation Equipment 5-10 years
Miscellaneous Equipment 3-15 years
Office Furniture and Fixtures 3-15 years
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The district issued revenue bonds in the amount of &~ 56,000.00 on September 1, 1972,
for the purpose of constructing a sewage treatment plant, lift station, and line extensions.
The bonds mature in varying amounts through 1998 and bear interest at rates ranging
from 7 1/4% to . 3/4%. The bonds are callable on or after September 1, 1978, at par and
accrued interest to date to redemption, together with a premium of one year's interest
thereon.

the bond ordinance requires that all Moines be segregated and restricted in separate
accounts within the revenue fund, in the sequence indicated by the following:

A NN T T 4w CesT T T . v i e rww o v s YTmYT/\“‘r"I'F‘ —— -—)ITLv“ﬁn

A. Operations and
Maintenance

B. Sinking Fund for
Sewerage System
Revenue bonds of
1972

C. Reserve Fund for
Sewerage System
Revenue Bonds
of 1972

D. Depreciation and
Replacement

Amount sufficient to pay
the estimated cost of
operating and maintaining
the system for two months

Amount sufficient to pay
current bond and interest
maturities.

$100 monthly until
$25,000 is accumulated

All remaining Moines

in Sewerage System
Revenue Fund until
$20,000 is accumulated

All disbursements
for operations and
maintenance of the
system.

Paying principal and
interest on bonds.

Payment of principal
and interest due only
when and to the extent
other funds are not available

Payments of operating
and maintenance
of system only when
and to the extent other funds are
not available.



HERCULANEUM SEWER DISTRICT OF JEFFERSON COUNTY
NO. .3 TO THE FINANCIAL STATEMENTS
JUNE 30, 2001

Under the terms of the bond indenture the district agreed to establish the accounts
specified above and bi  'nning on the tenth day of the month followis one month's
operation of the plant to pay the aforementioned accounts the amounts specified above.

In accordance with the terms of the bond indenture the followii  amounts are restricted
to the various accounts as specified above:

Sinking fund for Sewerage System Revenue bonds of 1972 $0
Reserve Fund for Sewer. : System Revenue Bond of 1972 $25,000
Depreciation and Replacement 20,000

The Sewer District has sufficient funds earmarked to meet their obl” ition as required by
the bond covenant; these funds are not separated into individual accounts. The final
bonds were paid in the 97/98 fiscal year.

4. Receivables have not been able to be audited due to the new computer software
program that was implemented. It was a specialized program written for the sewer
district all modules were not installed when the person who wrote the program passed
away. The Sewer Use Revenues are based on actual cash received and a balance from the
report with balances verified by n  tive confirmations.
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Accounts payable eral $3,058 $6,168

Accrued payroll te 528 2,795
Deposits payat 7 R1R 7,718
Total Current Liabilities . ®1ano $16,681

Fund Balance - page 13 ) $1,678,706
$1,692,.. 0 $1,695,387

Total liabilites and fund balance
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NDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH
LAWS AND REGULATIONS B/ :DONANALU._..
OF FINANCIAL STATEME? PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS
Board of Directors
Herculaneum Sewer District of Jefferson County, Missouri

I have audited the general purpose financial statements of Herculaneum Sewer District of
Jefferson County as of and for the year ended June 30, 2001 and have issued my report
thereon dated January 24, 2002.

[ conducted my audit in accordance with general accepted auditing standards,
Government Auditing Standards, issued by the Comptroller General of the United States,
and the provisions of Office of management and Bu.® :t Circular A-128, "Audits of State
and Local Governments". Those standards and OMB Circular A-128 require that I plan
and perform the audits to obtain reasonable assurance about whether the general purpose
financial statements are free of material misstatement.

Compliance with laws, regulations, contracts, and grants applicable to Herculaneum
Sewer District of Jefferson County is the responsibility of Herculaneum Sewer District of
Jefferson County's management. As part of obtaining reasonable assurance about
whether the neral purpose financial statements are free of material misstatement, I
performed tests of the District's compliance with certain provisions of laws, regulations,
contracts and grants. However, the objective of my audit of the financial statements was
not to provide and opinion on overall compliance with such provisions. Accordingly, I
do no express such an opinion.

the results of my tests indicate that , with respect to the items tested, Herculaneum :wer
District of Jefferson County complied, in all material respects, with the provisions
referred to in the preceding paragraph except as stated in footnote 4. With respect to items
not tested, nothing came to my attention that caused me to believe that the District had
not complied, in all material respects, with those provisions.

I noted certain immaterial instances on noncompliance that [ have reported to the
management of Herculaneum Sewer District of Jefferson County in a separate letter dated
January 24, 2002.

This report is intended for the information of the Board of Directors, management, the
¢ zant federal audit: ncy and other audit agencies. However, this report is a matter
otp ' 1 and its distribution is not limited.

/ﬂ&u‘
UK

Deborah A. Lewis, CPA
January 24, 2002 Barnhart, Missouri 15



INDEPENDENT AUDITORS' REPORT ON INTERNAL CON . 2OL STRUCTURE
RELATED MATTEF NOTED A FINANCIAL STATEMENT AUDIT
CC DUCTED IN ACCORDANCE WITH GOVERNMENT AUDITING

STANDARDS
Board of Directors
Herculaneum Sewer District
of Jetferson County, Missouri
I have audited t] neral purpose financial statements of Herculaneum Sewer District of

Jefferson County as of and for the year ended June 30, 2001 and have issued my report
thereon dated January 24, 2002.

I have conducted my audit in accordance with general accepted auditii  standards,
Government Auditing Standards, issued by the Comptroller General of the United States,
and the provisions of Office of Management and Budget Circular A-""73, "Audits of State
and Local Governments". those standards and OMB Circular A-128 require that I plan
and perform the audit to obtain reasonable assurance about whether the meral purpose
financial statements are free of material misstatement.

In planning and performii  my audits of the general purpose financial statements of
Herculaneum Sewer District of Jefferson County for the year ended June 30, 2001, I
considered its internal control structure in order to determine my auditing procedures for
the purpose of expressing my opinion on the general purpose financial statements and not
to provide assurance on the internal control structure.

The management of Herculaneum Sewer District of Jefferson County is responsible for
establishing and maintaining an internal control structure. In fulfilli  this responsibility,
estimates and judgments by management are required to assess the expected benefits and
related costs of internal control structure policies and procedures. the objectives of an
internal control structure are to provide man :ment with reasonable, but not absolute,
assurance that assets are safeguarded against loss from unauthorized use or disposition,
and that transactions are executed in accordance with management's authorization and
recorded properly to permit the preparation of financial statements in accordance with
generally accepted accounting principles. Because of inherent limitations in any internal
control structure, errors or irr  1larities may nevertheless occur and not be detected.
Also, projection of any evaluation of the structure to future periods is subject to the risk
that procedures may become inadequate because of changes in conditions or that the
effectiveness of the design and operation of policies and procedures may deteriorate.

For the pt , »se of this report, I have classified the significant internal control structure
policies and procedures in the followii categories:
B - e * . m..‘ P
Revenues/accounts receivable/cash receipts
Purchases/accounts payable/cash disbursements
16



Payroll
External Financial reporting
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Political Activity

Davis-Bacon Act

Civil Rights

Cash management

Relocation a stance and real pro; ty acquisition
Federal Financial reports

Allowable costs/cost principles
Drug-Free Workplace Act
Administrative requirements

[V o ____:@

L'ypes ot services allowed or not allowed
El bility

Matching, level of effort, or earmarking
Reporting

Cost allocation

Special requirements, if any

Claims for advances and reimbursements
Amounts claimed or used for matchir~

For all of the control categories listed above, I obtained an understanding of the design of
relevant policies and procedures and whether they have been placed in operation, and 1
assessed control risk.

My consideration of the internal control structure would not necessarily disclose all
matters in the internal control structure that m” "1t be material weaknesses under
standards established by the American Institute of Certified Public Accountants. A
material weakness is a reportable condition in which the design or operation of one or
more of the internal control structure elements does not reduce to a relatively low level
the risk that errors or irregularities in amounts that would be material in relation to the
general purpose financial statements beir  audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned
functions. I noted no matters involving the internal control structure and its operation
that I consider to be material weaknesses as defined above, except for as stated in
footnote 4.

However, I noted certain matters involvii the internal control structure and its operation
that I have reported to the management of Herculaneum Sewer District of Jefferson
County in a separate letter dated January 24, 2002.
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This report is intended for the information of the Board of Directors, management, the
cognizant federal audit agency and other audit: :ncies. However, this report is a matter
of public record and its distribution is not limited.

/B
L 7%
Deborah A. Lewis, CPA

January 24, 2002
Barnhart, Missouri
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