
l\eport �o 

A REVIEW OF SELECTED AREAS OF OPERATION
OF THE GAUTIER UTILITY DISTRICT

December 14, 1988

�br tl��-R Committee 

#210

PEER reviewed selected areas of operation of the Gautier 
Utility District, a water, sewer, and fire protection  
ndistrict in Jackson County, Mississippi. The district 
issued bonds to finance construction and acquisition of 
facilities within the scope of its authority, although the 
final cost of the project was more than originally 
estimated. The district violated state laws relative to 
purchasing, open meetings, and conflict of interest. The 
district failed to collect all possible revenues and could 
face a cash flow problem in the future.



PEER: THE MISSISSIPPI LEGISLATURE'S OVERSIGHT AGENCY 

The Mississippi Legislature created the Joint Legislative Committee on 

Performance Evaluation and Expenditure Review (PEER Committee) by statute 

In 1973. A standing Joint committee, the PEER Committee Is composed of 

five members of the House of Representatives appointed by the Speaker and 

f Ive  m embers of the Senate appointe d by the Lieutenant Governor. 

Appointments are made for four-year terms with one Senator and one 

Representat Ive appointed from each of the U. S. Congress Iona I Districts. 

Committee officers are elected by the membership with officers alternat Ing 

annually between the two houses. Al I Committee actions by statute require 

a major I ty vote of three Representat Ives and three Senators vot Ing In the 

affirmative. 

An extension of the Mississippi Legislature's constitutional 

prerogat Ive to conduct examinations and Investigations, PEER Is authorized 

by law to review any entity, Including contractors supported In whole or In 

part by pub I le funds,  and to ad dress any Issues which may require 

legislative action. PEER has statutory access to all state and local 

records and has subpoena power to compel testimony or the production of 

documents. 

As an Integral part of the Legislature, PEER provides a variety of 

services, Including program evaluations, economy and efficiency reviews, 

financial audits, limited scope evaluations, fiscal notes, special 

Investigations, briefings to Individual legislators, testimony, and other 

governmental research and assistance. The Committee I dentifies 

Inefficiency or Ineffectiveness or a fal lure to accompl lsh legislative 

objectives, and makes recommendations for redefinition, redirection,

redistribution and/or restructuring of Mississippi government. As directed

by and subject to the prior approval of the PEER Committee, the Committee's

professional staff executes audit and evaluation projects obtaining

Information and developing options for consideration by the Committee. The

PEER Committee releases reports to the Legislature, Governor, Lieutenant

Governor, and agency examined.

The Committee assigns top priority to written requests from Individual 

legislators and legislative committees. The Committee also considers PEER 

staff proposals and written requests from state officials and others. 
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At Its meeting of December 14, 1988, the PEER Committee authorized release 

of Its report entitled A Review of Selected Areas of Operation of the 

Gautier Utl I lty District. 
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A REVIEW OF SELECTED AREAS OF OPERATION OF 

THE GAUTIER UTILITY DISTRICT 

EXECUTIVE SUMMARY 

Background 

On July 3, 1973, the Jackson County Board of 
Supervisors adopted a resolution creating the Gautier 
Utility District (GUD) as a combined water and sewer 
utility and fire protection district pursuant to Chapter 
831, Local and Private Laws of Mississippi, Regular 
Session, 1966. Since this time GUD has completed 
comprehensive system planning, obtained financing 
for its infrastructure, and completed construction of 
said infrastructure. 

Analysis of Issuance of Bonds 

Gautier Utility District financed design, acquisition, 
and construction of its system with grants from the 
federal Environmental Protection Agency (EPA), loans 
(secured by bond issues) obtained through the federal 
Farmers Home Administration (FHA), and a loan from 
the Department of Natural Resources Bureau of Pollu
tion Control. PEER analysis of newspaper articles 
concerning the creation and operation of GUD shows 
that district users are concerned that-( 1) they had too 
little input into the financing of the district; (2) the 
district's debt obligations are excessive; (3) the 
district's rates are too high in comparison to rates 
formerly charged by privately owned water systems; 
and (4) too few users are paying for the costs of the 
system. 

The Mississippi Supreme Coult ruled In 1985 that 
GUO had afforded district residents an oppoltunity 
to comment on plans to construct and finance the 
water and sewage system with loans secured by 
bonds. 

The Clean Water Act of 1973 Pub. L. No. 92-500 
required entities such as Gautier Utility District to com
pile a "201 Facilities Plan" in order to receive grants 
from the EPA for sewage control. GUD's 1981 201 
Facilities Plan described the type of system the district 
planned to develop, detailed costs of acquiring and 
constructing the system, and identified sources of 
financing the system. After the district completed its 
1981 201 Facilities Plan, it conducted a public hearing 
to make the public aware of its intention. According to 
minutes of the public hearing, eleven individuals at
tended and only one person made any objection to the 

plan. (This individual questioned the validity of the 
district's zoning map and expressed concern regarding 
possible future levies of ad valorem taxes.) 

Before the district could validate the bonds which 
were to be used to secure the loans, residents of the 
district filed a lawsuit on May 27, 1983, objecting to the 
district's creation and plans of financing the utility 
system. On October 4, 1983, a final judgment in the 
case was entered in the Jackson County Chancery 
Court which validated the district's bond process and 
dismissed the complaint of the objectors. The objec
tors at this point perfected an appeal to the Mississippi 
State Supreme Court. On February 27, 1985, the state 
Supreme Court affirmed the lower court's decision in 
the case of B. L. White et al v. Gautier Utility District of 
Jackson County, Mississippi, et al 465 So.2d 1003 
(Miss. 1985). The court ruled that GUD had acted 
within the scope of its power in designing and develop
ing plans to finance its utility system. 

GUD's poltlon of the costs to acquire and con
struct the utllity system exceeded original esti
mates by $5,707,233. 

The district's 1981 201 Facilities Plan estimated 
the system's total capital requirements at $24,766,000, 
with $11,616,000 provided by EPA grants (seventy
five percent of funds needed for the sewer portion of the 
system as allowed by PL 92-500) and $13,150,000 
provided by the district through loans from FHA. In 
1983, the district updated its plan and determined that 
GU D's share of the total costs would be $13,310,000. 
The district planned to finance these costs through two 
loans from FHA, one for $7,800,000 and the other for 
$5,510,000. 

Once the lawsuit against the district had been 
settled (see the previous finding), GUD began borrow
ing its share of the system's costs. Based on the total 
funds obtained by the district for acquisition and con
struction costs, PEER determined that the district bor
rowed $5,707,233 more than the estimate contained in 
GUD's 1983 updated 201 Facilities Plan ($19,017,233 
minus $13,310,000). According to GUD personnel and 
staff of Barth & Associates, the district's consulting 
engineers, GUD's portion of the system costs ex
ceeded original estimates by $5,707,233 for three 
primary reasons: (1) increased acquisition costs of 
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EXHIBIT 7 

GUO DELINQUENT ACCOUNTS AS OF SEPTEMBER 23, 1988 

Number of Accounts 

$ Unco I I ected 

30 days 

238 
$17,171 

60 days 

109 

$4,652 

SOURCE: PEER analysis of GUO records. 

90 days 

66 
$2,472 

120+ days 

100 

$16,814 

In Interviews with PEER, GUO staff stated that the district did not 

terminate service to del lnquent users In Apr I I through September of 1988 
because of the district's conversion to a new computer bl I llng system. GUO 
staff also reported that during August 1988 the district placed written 
reminders on th� doors of users with "high" bl I Is reminding them to pay. 

The district reportedly repeated this process In September 1988 with 
emphasis placed on users who were two or more months del lnquent. In 

October 1988, the new computer system became functional and the district 

began terminating service to del lnquent users who had not made arrangements 

to pay. 

In addition to fal I Ing to comply with Its written del lnquency pol Icy, 

the district showed leniency In demanding payment from some delinquent 

users when GUO board members and other government officials Intervened on 

the Ir beha If.

The Gautier Utl I lty District faces a potent la I cash flow problem. 

In accordance with Farmers Home Administration loan conditions, the 

district's financial records are audited annually. The district's audited 

financial statements are In accordance with generally accepted auditing 
standards on an accrual basis. PEER reviewed the district's FY 1987 
f lnanclal statements and determined that GUO ended the flscal year with a 
retained earnings deficit of $514,410. The statements show that the 

district has accumulated a retained earnings deficit of $741,119 since the 

beginning of the district. GUD's adopted 1988-89 budget shows revenues of 

$2,929,848 balanclng with expenditures. 

As with any ongoing concern, It Is Important that GUO have enough cash 

to pay Its monthly bl I Is (I.e., operating costs and debt obi lgatlons). The 
district's consultlng engineer firm, In a prellmlnary feaslblllty study, 

reported that the district should have enough cash to meet Its monthly 
obi lgatlons and maintain a surplus at least through 1992. This cash flow 
analysls was based on projections of future users and estimated operating 

costs. PEER analysls of the district's flnanclal statements shows that the 

projections appear to be overly optimistic. The district's continuing debt 
obligations and level of system users show that the district may have 

financial difficulties In the future without corrective action by the Board 

of Commissioners. 
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