ST. TAMMANY PARISH
WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Annual Financial Statements

December 31, 2025 and 2024



Contents

independent Auditor's Report 1-3

Management’s Discussion and Analysis 5-7

Basic Financial Statements

Statements of Net Position 9-10
Statements of Revenues and Expenses 11
Statements of Changes in Net Position 12
Statements of Cash Flows 13-14
Notes to Financial Statements 15-27

Required Supplementary Information
Schedule of Employer’'s Propertionate Share of Net Pension Liability 29

Schedule of Employer’s Pension Contributions 30

Other Supplementary Information

Schedule of Compensation, Benefits, and Other Payments
to Agency Head 32

Schedule of Compensation Paid to Board Members 33

Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government
Auditing Standards 34-35

Schedule of Findings and Responses 36












REQUIRED SUPPLEMENTARY INFORMATION



ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Management’s Discussion and Analysis

The Management's Discussion and Analysis of St. Tammany Parish Water District No. 2's
{the District) financial performance presents a narrative overview and analysis of the District's
financial activities for the year ended December 31, 2025. This document focuses on the current
year's activities, resulting changes. and currently known facts in comparison with the prior year's
information. Please read this document in conjunction with the additional information contained
in the financial statements.

Financial Highlights

The District's assets and deferred outflows exceeded its liabilities and deferred inflows at the
close of fiscal year 2025 by $2,645,572 which represents a 8% increase from last fiscal year. Of
this amount, $1,364,578 (unrestricted net position) may be used to meet the District's ongoing
obligations to its users.

The District’'s operating revenue increased by $70,577 (or 7%). Operating expenses increased
by $61,363 (or 6%). As a result, the District had net operating income of 365,204 for 2025
as compared to net operating income of $55,890 for 2024,

Overview of the Financial Statements
These financial statements consist of two sections: Management's Discussion and Analysis
{this section) and the basic financial statements (including the notes to the financial statements).

Basic Financial Statements

The hasic financial statements present information for the District as a whole, in a format designed
to make the statements easier for the reader to understand. The statements in this section include
the statements of net position; the statements of revenues and expenses; the statements of
changes in net position; and the statements of cash flows.

The statements of net position present the current and long-term portions of assets and liabilities
separately. The difference between total assets and total liabilities is net position and may provide
a useful indicator of whether the financial position of the District is improving or deteriorating.

The statements of revenues and expenses and the statements of changes in net position present
information showing how the District's net position changed as a result of current year operations.
Regardless of when cash is affected, all changes in net position are reported when the underlying
transactions occur. As a result, there are transactions included that will not affect cash until future
fiscal periods.

The statements of cash flows present information showing how the District's cash changed as a
result of current year operations. The statements of cash flows are prepared using the direct
method and include the reconciliation of operating income to net cash provided by operating
activities (indirect method) as required by Governmental Accounting Standards Board (GASB) 34.




ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Management’s Discussion and Analysis

Financial Analysis of the District

Summary Statements of Net Position

2025 2024
Current and Reslricted Assels $ 1,780,598 $ 1,627,567
Capital Assets, Net 1,666,653 1,736,801
Other Assets 35,756 51.637
Total Assets 3,483,007 3,416,005
Deferred Outflows of Resources - Pension 27,679 -
Total Deferred Qutflows 27,679 -
Current and Other Liabilities 285,042 287,720
Long-Term Payrell and Pension Liabilities 26,630 -
Long-Term Debt Cutstanding 553,442 675.556
Total Liabilities 865,114 963,276
Net Position
Net Investment in Capital Assets 1,026,653 1.001.801
Restricted 254,341 195,039
Unrestricted 1,364,578 1,255,889
Total Net Position $ 2645572 $ 2452729

Restricted net position represents those assets that are not available for spending as a result
of bond agreements. Conversely, unrestricted net position represents those assets that do not
have any limitations on their use.

The District’'s net position increased by $192.843 from December 31, 2024 to December 31, 2025,

Summary Statements of Revenues and Expenses

2025 2024
Operating Revenue $ 1,097,855 $ 1,027,278
Operating Expenses 1,032,651 971,288
Net Operating Income 65,204 55,990
Non-Operating Revenue. Net 127,639 177,739
Change in Net Position $ 192843 $ 233729




ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Management’s Discussion and Analysis

Capital Assets and Debt Administration

Capital Assets

As of December 31, 2025, the District had $1,666,653 net of accumulated depreciation, invested
in a broad range of capital assets. including land, rights of way, plant and distribution system. and
furniture and equipment. {See table below.) This amount represents a net decrease {including
additions and deductions) of $70.148 or -4%, over last year. This decrease was due to current
year purchases, current year disposals, and current year depreciation.

2025 2024
Land $ 88,379 5 88,379
Plant and Equipment 3,372,572 3,385,412
Construction in Progress 1,083 -
Less: Accumulated Depreciation {1,795,381) (1,736,990)
Total Capital Assets $ 1,666,653 $ 1,736,801

Debt
The District had $640,000 in bonds outstanding at December 31, 2025, compared to $735,000
last year. A summary of this debt is shown in the table below:

2025 2024
Public Improvement Bonds $ 640,000 $ 735,000
Total Debt $ 640,000 $ 735000

Contacting the District’'s Management

This financial report is designed to provide our citizens, taxpayers, customers, and creditors
with a general overview of the District's finances and to show the District's accountahility
for the money it receives. If you have questions about this report or need additional
financial information, contact Julie Williams, General Manager, 19432 Hwy. 36, Suite A,
Covington, Louisiana 70433.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Net Position

December 31, 2025 and 2024

2025 2024
Assets
Current Assets
Cash and Cash Equivalents $ 319,324 3 185,977
Ad Valorem Taxes Receivable, Net of Allowance
of $2.739 for 2025 and 33,774 for 2024 125,315 175,251
Utility Customer Receivables, Net of Allowance
of $73.147 for 2025 and $69,898 for 2024 71,995 52,985
Inventory 55,499 72,932
Total Cusrent Assets 572,133 487.145
Designated and Restricted Assets
Cash and Cash Equivalents, Designated 720,911 722,555
Cash and Cash Equivalents, Restricted 487 554 417.867
Total Designated and Restricted Assets 1,208 465 1,140,422
Capital Assets
Plant and Equipment at Cost, Net 1,877,191 1,648,422
Construction in Progress 1,083 -
Land 88,379 88,379
Total Capital Assets 1,666,653 1,738,801
Other Assets
Right-to-Use Asset - Operating Lease, Net 35,556 51.437
Utility Deposits 200 200
Total Other Assets 35,756 51.637
Total Assets 3,483,007 3,416,005
Deferred Outflows of Resources
Deferred Qutflows of Resources - Pension 27,679 -

The accompanying notes are an integral part of these financial statements.



ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Net Position (Continued)
December 31, 2025 and 2024

2025 2024
Liabilities
Current Liabilities (Payable
from Unrestricted Assets)
Accounts Fayabie 13,492 44 498
Accrued Expenses 5,439 176
Accrued Payroll Expenses 15,784 4,337
Lease Obligation, Current Portion 17,114 15,881
Total Current Liabilities (Payable
from Unrestricted Assets) 51,829 64,892
Current Liabilities (Payable
from Restricted Assets)
Accrued Interest on Bonds 5,008 5,660
Meter Deposits 123,205 122,168
Current Maturities of Bonds Payable 105,000 95,000
Total Current Liabilities (Payable
from Restricted Assets) 233,213 222828
Long-Term Liabilities
Compensated Absences 26,630 -
Net Pension Liability - -
Lease Obligation, Less Current Portion 18,442 35,556
Public Improvement Bonds Payable, Less Current Portion 535,000 640.000
Total Long-Term Liabilities 580,072 675,556
Total Liabilities 865,114 963,276
Net Position
Net Investment in Capital Assels 1,026,653 1,001,801
Restricted 254,341 195,039
Unrestricted 1,364,578 1,255,889
Total Net Position $ 2645572 $ 2452729

The accompanying notes are an integral part of these financial statements.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Revenues and Expenses

For the Years Ended December 31, 2025 and 2024

2025 2024
Operating Revenue
Water Revenue 989,217 3 927,672
Tap and Connect Fees 61,423 62,242
Other Revenue 47,215 37,364
Total Operating Revenue 1,097,855 1,027,278
Operating Expenses
Salaries 367,472 366,330
Employee Benefits, Insurance 102,785 114,379
Employee Benefits, Pension Expense - -
Employee Benefits, Compensated Absences 26,630 -
Payroll Taxes 12,111 27 951
Total Salaries, Employee Benefits, and Payroll Taxes 508,998 508,660
Depreciation 158,159 136,739
Repairs and Maintenance 77,640 52,752
Legal and Professional 50,507 49,115
Insurance 47,733 47,208
Operating Supplies 49,134 42,493
Utilities and Telephone 42,123 39,048
COther 27,866 29,796
Lease Expense, Amortization 15,881 14,766
Truck Expenses 11,582 12,082
Director Fees 12,560 12,080
Postage and Office Supphes 13,772 9,581
Parish Assessment Expense 6,831 6,803
Lease Expense, Interest 3,319 4,464
Bad Debt Expense 3,249 3,700
Uniforms 2,269 1,258
Travel, Conferences, and Conventions 1,028 743
Total Operating Expenses 1,032,651 071,288
Net Operating Income 65,204 55,960
Non-Operating Revenue {Expense)
Ad Valorem Taxes 136,503 186,395
Impact Fees 3,600 6,000
Interest Income 2,887 2.649
Interest Expense (15,351) (17,305}
Total Non-Operating Revenue, Net 127,639 177,739
Changes in Net Position 192,843 $ 233,729

The accompanying notes are an integral part of these financial statements.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Changes in Net Position
For the Years Ended December 31, 2025 and 2024

2025 2024
Net Position, Beginning of Year 3 2,452,729 $ 2218,000
Changes in Net Position 192,843 233,729

Net Position, End of Year 3 2,645,572 $ 2452729

The accompanying notes are an integral part of these financial statements.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Cash Flows

For the Years Ended December 31, 2025 and 2024

2025 2024
Cash Flows from Operating Activities
Receipts from Customers $ 1,078,846 $ 1023272
Payments to Suppliers {385,915) {395,337}
Payments to Employees, Payroll Taxing Agencies, and Pension Plan {486,489) (483,212}
Net Cash Provided by Operating Activities 206,442 184,723
Cash Flows from Non-Capital Financing Activities
Net Receipts from Meter Deposits 1,037 2279
Net Cash Provided by Non-Capital Financing Activities 1,037 2279
Cash Flows from Capital Financing Activities
Principal Paid on Bonds (95,000) {95,000}
Interest Paid on Bonds (16,003) {17 958)
Proceeds from Ad Valorem Taxes 186,439 121,269
Proceeds from Impact Fees 3,600 6,000
Purchase of Capital Assets, Net (86,928) {62,863}
Net Cash (Used in) Capital Financing Activities (8,975) {48,552}
Cash Flows from Investing Activities
interest Received on Investments 2,886 2,649
Net Cash Provided by Investing Activities 2,886 2,649
Net Increase in Cash and Cash Equivalents 201,390 141,099
Cash and Cash Equivalents, Beginning of Year 1,326,399 1,185,300
Cash and Cash Equivalents, End of Year $ 1,527,789 $ 1.326,399
Unrestricted Cash and Cash Equivalents $ 319,324 $ 185977
Restricted Cash and Cash Equivalents 1,208,465 1,140422
Total Cash and Cash Equivalents $ 1,527,789 $ 1.326.399

The accompanying notes are an integral part of these financial statements.

13



ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Cash Flows (Continued)

For the Years Ended December 31, 2025 and 2024

2025 2024

Reconciliation of Net Operating Income to Net
Cash Provided by Operating Activities
Net Operating Income $ 65,204 3 55,950
Adjustments to Reconcile Net Operating Income
to Net Cash Provided by Operating Activities

Bad Debt Expense 3,249 3,700
Depreciation and Amortization 158,158 136,739
{Increase} Decrease in;
Utility Customer Receivables (22,259) (7.707)
Inventory 17,433 {6,533)
Deferred Qutflows of Resources - Pensions (27,679) -
(Decrease} Increase in:
Accounts Payable (31,006) 5,036
Accrued Expenses 5,264 (2.502)
Accrued Payroll Expenses 11,447 -
Accrued Compensated Absences 26,630
Net Cash Provided by Operating Activities $ 206,442 $ 184,723

The accompanying notes are an integral part of these financial statements.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies

The accounting and reporting policies of St. Tammany Parish Water District No. 2
{the District) conform to accounting principles generally accepted in the United States
of America (U.S. GAAP) applicable to governments. Such accounting and reporting
procedures also conform o the requirements of Louisiana Revised Statutes (R.S.), to the
guidance set forth in the Louisiana Governmental Audit Guide, and to the industry audit
guide, Audits of State and Local Governmental Units. The following is a summary of the
District's significant accounting policies:

Reporting Entity

In accordance with Governmental Accounting Standards Board (GASB) Codification
Section 2100, the District is considered a component unit of 3t. Tammany Parish
(the Parish) reporting entity because {1) commissioners of the District are appointed by
the Parish, and (2) the District provides water service to residents within the Parish. While
the District is an integral part of the Parish reporting entity and should be included within
the financial statements of that reporting entity, GASB Codification Section 2600 provides
that a compoenent unit may also issue financial statements separate from those of the
reporting entity. Accordingly, the accompanying financial statements present information
only on the financial operations of the District and do not present information on the Parish,
the general government services provided by the Parish, or on other component units that
comprise the Parish reporting entity.

Fund Accounting

The accounts of the District are organized on the basis of proprietary fund accounting used
by governmental entities. The proprietary 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 cost {expenses. including depreciation) of providing
goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges, or (b) where the governing body has decided the periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management control, accountability, or other purposes.

Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by
its measurement focus. The proprietary fund is accounted for on a flow of economic
resources measurement focus and a determination of net income and capital
maintenance. With this measurement focus, all assets and all liabilities associated
with the operation of this fund are included on the statements of net position. The
proprietary fund uses the accrual basis of accounting. Revenues are recognized when
earned and expenses are recognized at the time liabilities are incurred.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies {Continued)

Basis of Accounting (Continued)

In accordance with GASB Statement No. 34, Basic Financial Statements - and
Management's Discussion and Analysis - for State and Local Governments, as amended
by GASB Statement No. 63, net position is classified into three components. net
investment in capital assets, restricted, and unrestricted. These classifications are defined
as follows:

a. Net Investment in Capital Assets - This component of net position consists of
the historical cost of capital assets, including any restricted capital assets, net
of accumulated depreciation, and reduced by the outstanding balances of
any bonds, mortgages. notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets, plus deferred outflows
of resources, less deferred inflows of resources, related to those assets.

b. Restricted - This component of net position consists of assets that have constraints
that are externally imposed by creditors (such as through debt covenants).
grantors, contributors, or laws or regulations of other governments, or constraints
imposed by law through constitutional provisions or enabling legislation,

¢c. Unrestricted - All other net position is reported in this category.

Proprietary funds distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund's principal ongoing
operations. The principal operating revenues of the District's proprietary fund are charges
to customers for sales and services. The District also recognizes as operating revenue
the portion of tap fees intended to recover the cost of connecting new customers to the
system. Operating expenses for the proprietary fund include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and
expenses. When hoth restricted and unrestricted resources are available for use, it is
the District's policy to use restricted resources first, then unrestricted resources as they
are needed.

Cash and Cash Equivalents and Investments

Under state law, the District may deposit funds within a fiscal agent bank organized under
the laws of the State of Louisiana. the laws of any other state of the union, or the laws of
the United States. The District may invest in certificates and time deposits of state banks
organized under Louisiana law and national banks having principal offices in Louisiana.

The District defines cash and cash equivalents to include cash on hand. demand

deposits, and all highly liquid investments with an criginal maturity of three months or less
when purchased.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies {Continued)

Utility Customer Receivables and Allowance for Doubtful Accounts

Utility customer receivables on the accompanying statements of net position are for
services provided through December 313 that have not yet been collected. Bad debts are
recognized on the allowance method based on historical experience and management’s
evaluation of outstanding receivables. The allowance for doubtful accounts totaled
373,147 and $69.898 at December 31, 2025 and 2024, respectively.

Capital Assets

All capital assets of the proprietary fund are recorded at historical cost. Depreciation
of all exhaustible capital assets is charged as an expense against operations.
Pre-construction costs associated with the development of the water system, which
include engineering, legal, and interest costs, are capitalized and will be amortized over
their estimated useful lives using the straight-line method. The District maintains a
threshold level of $2,500 or more for capitalizing capital assets.

The costs of normal maintenance and repairs that do not add to the value of the assets
or materially extend assets’ lives are not capitalized. Improvements are capitalized and
depreciated over the remaining useful lives of the related capital assets, as applicable.
The following estimated useful lives and methods are used to compute depreciation:

Building and Building iImprovements 10- 15 Years Straight-Line
Machinery and Equipment {Plant) 5-40 Years Straight-Line
Water Meters 10 - 30 Years Straight-Line
Office Equipment 5 Years Straight-Line
Transpertation Equipment 5-7 Years Straight-Line
Software 5 Years Straight-Line
Leasehold Improvements 10 Years Straight-Line

Depreciation and amortization expenses amounted to $158.159 and $136,739 for the
years ended December 31, 2025 and 2024, respectively.

inventory
Inventory is stated at the lower of cost or market using the first-in, first-out method.

Federal Income Taxes
The District is not subject to federal income taxes in accordance with Internal Revenue Code
(IRC) Section 115 regarding income of states, municipalities, and political subdivisions.

Estimates

The preparation of financial statements in conformity with U.S. GAAP requires
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 the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies {Continued)

Leases

The District is a lessee for a noncancellable lease of a building. It recognizes a lease
liability and an intangible right-to-use lease asset in the financial statements. At the
commencement of a lease, the District initially measures the lease liability at the present
value of payments expected to be made during the lease term. Subsequently, the lease
liability is reduced by the principal pertion of the lease payments made. The lease
asset is initially measured at or before the lease commencement date, plus certain initial
direct costs. Subsequently, the lease asset is amortized on a straight-line hasis over its
useful life.

The District uses the interest rate charged by the lessor as the discount rate. When the
interest rate charged by the lessor is not provided, the District generally uses its estimated
incremental borrowing rate as the discount rate for leases.

The District monitors changes in circumstances that would reguire a remeasurement of its
lease and will remeasure the lease asset and liability if certain changes occur that are
expected to significantly affect the amount of the lease liability.

Compensated Absences

The District provides employees with earned vacation and sick leave. District policy
requires unused vacation time to be paid out on the final paycheck of the calendar year;
therefore, no liability for accumulated vacation leave is recorded at year-end. Employees
may accumulate up to 30 days of sick leave, which is forfeited upon termination. In
accordance with GASB Statement No. 101, Compensated Absences, the District records
a liability for accumulated sick leave balances that are more likely than not to be used for
paid time off, which includes applicable, directly-associated salary-related payments.

New Accounting Pronouncements - Adopted
The District adopted the following accounting pronouncements during the year ended
December 31, 2023:

GASB Statement No. 102, Cerfain Risk Disclosures

The objective of the Statement is to provide users of government financial statements with
essential information about risks related to government's vulnerabilities due to certain
concentrations or constraints. The adoption of this Statement did not have a significant
effect on the financial statements.

GASBE Statement No. 68, Accounting and Financial Reporting for Pensions

During the year ended December 31, 2025, the District began participating in a defined
benefit pension plan (PERS) and consequently implemented GASB Statement No. 68,
Accounting and Financial Reporting for Pensions. This Statement establishes accounting
and financial reporting standards for measuring and recognizing pension liabilities,
deferred outflows of resources, deferred inflows of resources, and pension expense. The
implementation of this standard resulted in the recognition of deferred outflows of
resources for employer contributions made subsequent to the plan's measurement date.
See Note 10.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies {Continued)

New Accounting Pronouncements - Upcoming

GASB Statement No. 103, Financial Reporting Modef Improvements

The objective of the Statement is to improve key components of the financial reporting
model to enhance its effectiveness in providing information that is essential for decision
making and assessing a government's accountability. The Statement is effective for fiscal
years beginning after June 15, 2025,

GASB Statement No. 104, Disclosure of Certain Capital Assets

The ohjective of the Statement is to provide users of government financial statements with
essential information about certain types of capital assets. The Statement is effective for
fiscal years beginning after June 15, 2025,

Management is currently evaluating the effects of the new GASB pronouncements
scheduled for implementation for the subsequent fiscal year.

Note 2. Cash and Cash Equivalents

Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank failure,
the District’s deposits may not he recovered. The District does not have a deposit policy
for custedial credit risk. Under state law, deposits must be secured by federal deposit
insurance or the pledge of securities owned by the fiscal agent bank. The market value
of the pledged securities, plus the federal deposit insurance, must at all times equal the
amount on deposit with the fiscal agent. The custodial bank must advertise and sell the
pledged securities within 10 days of being notified that the fiscal agent has failed to pay
deposited funds upon demand.

At December 31. 2025, the District had $292,617 in non-interest-bearing deposits.
and $1,239,007 in interest-bearing deposits, totaling $1.531.624. These deposits are
secured from risk by $250,000 of federal deposit insurance and $1,.410,000 of pledged
securities held in the name of the fiscal agent bank by a custodial bank that is mutually
acceptable to both parties.

At December 31, 2025 and 2024, cash and cash equivalents for both current and restricted
assets consisted of the following:

2025 2024
Unrestricted $ 319,324 $ 185,977
Restricted 1,208,465 1.140.422
Cash on Hand and in Bank $ 1,527,789 $ 1,326,399
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 3. Restricted Assets

Restricted cash and cash equivalents were as follows:

2025 2024
Reserve Funds - Public Improvement Bonds $ 161,846 3 86,409
Meter Deposits 127,158 123,232
Reserve for Impact Fees 198,550 208,226
Board-Designated Reserve 720,911 722,555
Total Restricted Assets $ 1,208,465 $ 1,140,422

Note 4. Ad Valorem Taxes

The District is authorized to levy a special ad valorem tax of 2.91 mills on all property
subject to taxation to cover debt service requirements. The proceeds of this ad valorem
tax are for the purpose of paying the principal and interest of the outstanding public
improvement bonds,

The following is a rell-forward of ad valorem funds for the year ended December 31, 2025:;

Beginning Cash and Investments $ 86,409
Plus:
Ad Valorem Tax Receipts 186,440
Subtotal 272,849
Less:
Interest Payments on Bonds (16,003)
Principal Payments on Bonds (95,000)
Ending Cash and Investments $ 161,846

Ad valorem taxes that attach as an enforceable lien on property are levied each
November 1% on the assessed value listed as of the prior January 1% for all real property,
merchandise, and movable propenrty located in the District. Billed taxes are delinguent
on January 1%t of each subsequent year. The St. Tammany Parish Tax Collector bills
and collects the District's ad valorem taxes using the assessed value determined by
the Tax Assessor of St. Tammany Parish, Louisiana, as specified by Louisiana law. A
re-evaluation of all property is required to be completed no less than every four years.
The last re-evaluation was completed in 2024.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 5.

Capital Assets

Capital asset activity for the year ended December 31, 2025 was as follows:

Beginning Ending
December 31, 2025 Balance Increases Decreases Balance
Capital Assets Not Being Depreciated
Land 3 88,379 3% - 3 - $ 88.379
Construction in Progress - 1.083 - 1,683
Total Capital Assets Not Being
Depreciated 88,379 1.083 - 89 462
Capital Assets Being Depreciated
Building 35,815 - 35815
Building Improvements 39,432 - - 38432
Machinery and Equipment 2511789 12,696 {37,504) 2,486,581
Water Meters 622,822 - - 622822
Office Equipment 13,960 23,346 {3,629} 33677
Transportation Equipment 150,099 50,386 {54,990) 145 995
Software 3,245 - {3,245) -
Leasehold improvements 8.250 - 8,250
Total Capital Assets Being
Depreciated 31385412 86,928 {99,768) 3,372,572
Less Accumulated Depreciation for:
Building (22,425} {1,575) - (24,000)
Building Improvements (39.432) - - (38,432)
Machinery and Equipment §1.454,840) (76,427) 37,904 (1,493,363}
Water Meters (110.047) (62,282) - (172,329)
Office Equipment {13,960) (2,334) 3,629 {12,665)
Transportation Equipment (84,831) {15,501) 54,990 (45,342)
Software (3,209) (40) 3,245 -
Leasehold improvements (8,250) - - {8.250)
Total Accumulated Depreciation {1,736.990) {158,159) 93,768 {1,795,381)
Total Capital Assets Being
Depreciated, Net 1,648,422 {71,231} - 1,577,191
Total Capital Assets, Net $ 1736801 & (70148) % - $ 1666653
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 5. Capital Assets (Continued)

Capital asset activity for the year ended December 31, 2024 was as follows:

Beginning Ending
December 31, 2024 Balance Increases Decreases Balance
Capitat Assets Not Being Depreciated
Land $ 88379 § - $ - $ 88379
Total Capital Assets Not Being
Depreciated 88,379 - - 88,379
Capital Assets Being Depreciated
Building 35815 - - 35815
Building Improvements 39,432 - - 38432
Machinery and Equipment 2,448,926 62,863 - 2,511,789
Water Meters 622,822 - - 622822
Office Equipment 13,560 - - 13,960
Transportation Equpment 177,238 - {27.139) 150,099
Saoftware 3,245 - - 3,245
Leasehold iImprovements 8,250 - - 8,250
Total Capital Assets Being
Depreciated 3,348,688 62,863 {27,139) 3,385412
Less Accumulated Depreciation for:
Building {20 848) (1.5771) - (22,425}
Building Improvements {39,432) - - (39,432}
Machinery and Equipment (1,394 476) {60,364) - {1,454,840)
Water Meters {47,765} {62.282) - {110,047}
Office Equipment {13,960) - - {13.960)
Transportation Equ:pment {100,103) {11,867} 27,138 {84 831)
Software {2,556} (649) - {3.205)
Leasehold Improvements {8,250} - - (8.250)
Total Accumulated Depreciation (1,627,390) (136,739) 27.139 (1,736,990)
Total Capital Assets Being
Depreciated, Net 1,722,298 {73.878) - 1,648,422
Total Capital Assets, Net $ 1810677 & (738/6) % - $ 1.736.801

22



ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 6. Long-Term Debt

The following is a summary of bond transactions
December 31, 2025 and 2024:

of the District for the years ended

2025 2024

Public improvement Bonds
Bonds Payable at January 1*
Bonds Retired

Bonds Payable at December 31™

The following is a description of the bonds of the

December 31, 2025 and 2024:

$ 735000 $ 830,000
{95,000) (95,000)

$ 640,000 $ 735,000

District for the years ended

2025 2024

Public improvement Bonds
$985,000 General Obligation Bonds dated
April 8, 2013, due in annual principal
installments of $35,000 - $70.000, plus
semi-annual interest payments through
March 1, 2033, with interest at 1.0% -
2.75%. collateralized by ad valorem taxes.

$410,000 General Obligation Refunding
Bonds dated January 7. 2020; due in
annual principal installments of $40,000 -
$50,000, plus semi-annual interest
payments through March 1, 2028, with
interest at 2.40%. collateralized by ad
valorem taxes.

Total Public improvement Bonds

$ 490,000 & 540,000

150,000 195,000

$ 640000 3 735,000
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 6. Long-Term Debt (Continued)

The annual requirements to amortize all bonds outstanding as of December 31, 2025,

including interest payments, are as follows:

Year Ending Public Improvement Bonds
December 31, Principal Interest Total
2026 & 105,000 % 13,875 % 118.875
2027 105,000 11,575 116.575
2028 110,000 9,150 119.150
2029 60,000 7,200 67.200
2030 60,000 5,850 65,850
2031-2033 200,000 8,063 208.063
Total ) 640000 % 55713 % 695,713

Note 7. Net Position

Net position for the years ended December 31, 2025 and 2024 consisted of the following:

2025 2024

Net Investment in Capital Assets $ 1026653 $ 1,001.801
Restricted

Restricted for Public improvement Bonds 51,838 {14,251)

Restricted for Capital Improvements 198,550 208,226

Restricted for Meter Deposits 3,953 1,064

Unrestricted 1,364,578 1,255,889

Total $ 2645572 § 2452729
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 8. Lease

The District has an operating lease agreement for office space in Covington, Louisiana.
The District is currently operating under a five-year renewal on this lease which
was entered into on June 22, 2022, with monthly payments of $1.600 beginning
January 1, 2023. The District utilized the United States Prime Rate at the date of lease
commencement of 7.5% for calculation of the lease liability. Lease amortization expense
recorded under this lease totaled $15.881 and $14,737 for the years ended
December 31, 2025 and 2024, respectively. Lease interest expense recorded under this
lease totaled 33,318 and 34,463 for the years ended December 31, 2025 and 2024,
respectively.

The following are the scheduled future minimum rental payments under this lease:

Year Ending Undiscounted

December 31, Cash Flows Principal Interest
2026 $ 19,200 5 17,114 35 2,086
2027 19,200 18.442 758
Total $ 38400 % 35556 % 2.844

The following is a summary of the lease asset and obligation as of December 31, 2025

Right-to-Use Asset, Beginning $ 51437
Less: Amortization {15,881)
Right-to-Use Asset, Ending $ 35,556
Operating Lease Liahility, Beginning ) 21,437
Less: Principal Payments (15.881)
Operating Lease Liability, Ending 35,556
Less: Amounts Due in One Year (17.114)
Operating Lease Liability, Net of Current Portion % 18,442
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 9. Water Rates

The District charged the following water rates to each of its customers based on volume
for each of the years ended December 31, 2025 and 2024

Residential

First 2.000 gallons $ 21.00

Over 2,000 gallons $ 475 per 1,000 gallons
Commerciai

First 2,000 gallons $ 33.00

Over 2,000 gallons $ 5.00 per 1,000 gallons

During 2025 and 2024, the District served approximately 1,898 and 1,390 customers,
respectively.

Note 10. Pension Plan - PERS

Pension Plan Fiduciary Net Position

PERS issues a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to P.O. Box
14619, Baton Rouge, LA 70898-4619, or by calling 225-928-1361.

Plan Description

PERS was established by the Louisiana Legislature as of January 1, 1953, by Act 205
of 1952. PERS is administered by a Board of Trustees consisting of seven members. The
System is composed of two distinct plans, Plan A and Plan B, with separate assets and
benefit provisions. All permanent employees working at least 28 hours per week and
who are paid wholly or in part from District funds shall become members on the date
of employment. New employees meeting the age and Social Security criteria have up to
90 days from the date of hire to elect to participate.

Funding Policy

Effective April 2025, the District contributes to a cost-sharing. multiple-employer defined
benefit pension plan administered by the Parochial Employees' Retirement System of
Louisiana (PERS or the System). Employees of the District may elect to be members of
PERS Plan A.

Contributions to PERS 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.
PERS members are required to contribute 9.5% of their annual covered salary. The
District is required to contribute at the actuarially - determined rate 11.00% of annual
covered salary for the year ended December 31, 2025.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 10. Pension Plan - PERS {Continued)

Funding Policy (Continued)

As provided by R.S. 11:103, the employer contributions are determined by actuarial
valuation and are subject to change each year based the results of the valuation of the
prior year. The District's contributions for the year ended December 31, 2025 were
$27.679. There were no non-employer contributions to PERS during the year ended
December 31, 2025.

Net Pensicon Liability and Pension Expense

The District began participating in PERS in April 2025, In accordance with GASB
Statement No. 68, the District's net pension liability is measured as of December 31, 2024.
Because the District was not a participating employer at the measurement date, the
District's proportionate share of the net pension liability, deferred inflows of resources, and
deferred outflows of resources from plan experience at December 31, 2025, is $-0-.

Deferred Outflows of Resources - Contributions Subsequent to Measurement Date
All employer contributions made in 2025, which totaled $27,679, are reported as Deferred
Outflows of Resources and will be recognized as a reduction of the net pension liability in
the subsequent year.
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REQUIRED SUPPLEMENTARY INFORMATION
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ST. TAMMANY PARISH WATER DISTRICT NO. 2

COVINGTON, LOUISIANA

Schedule of Employer's Proportionate Share of Net Pension Liability
For the Year Ended December 31, 2025

Proportionate Share Plan Fiduciary
Praportionate of the Net Pension Net Position as
Proportion of Share of the Liability {Asset) as a a Percentage of
the Net Pension Net Pension Covered Percentage of its Covered the Total Pension
Fiscal Year* Liability {Asset) Liability {Asset) Employee Payroll Employee Payroll Liability {Asset)
2025 0.00% $ - $ - N/A NI/A

* This schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Schedule of Employer's Pension Contributions
For the Year Ended December 31, 2025

Contributions

Contributions as

in Refation to a Percentage
Statutorily Required the Statutorily Contribution Covered of Covered
Fiscal Year* Contribution Required Contribution  Deficiency (Excess) Employee Payroil Employee Payroil
2025 $ 27,679 $ 27,679 $ - $ 251,624 11.00%

* This schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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OTHER SUPPLEMENTARY INFORMATION
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Schedule of Compensation, Benefits, and Other Payments
to Agency Head

For the Year Ended December 31, 2025

Agency Head

Julie Williams, General Manager

Purpose Amount
Salary $81,895
Benefits - insurance $29,226
Benefits - Retirement $6,339
Benefits - Other $0
Car Allowance 30
Vehicle Provided by Government 30
Per Diem $0
Reimbursements $0
Travel 30
Registration Fees 50
Conference Travel $0
Continuing Professional Education Fees $0
Housing $0
Unvouchered Expenses 50
Special Meals $0

See independent auditor's report.



ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Schedule of Compensation Paid to Board Members
For the Years Ended December 31, 2025 and 2024

2025 2024

Michael Stubbs, Former President $ - 3 -
Benjamin Martino, President 1,760 1,920
Pierre Fabre, Vice-President 2,080 1,760
Lorraine Saba, Secretary-Treasurer 5,680 5,680
Julie Huhn, Former Commissioner - 160
Sarah Holzhalb 1,280 480
Monique Stubbs, Commissioner 1,760 2,080

Total $ 12560 $ 12,080

See independent auditor's report.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Schedule of Findings and Respenses

For the Year Ended December 31, 2025

Part | - Summary of Auditor’s Resulis

Financial Statements

1. Type of auditor’s report issued:

2. Internal control over financial reporting and compliance and other matters:

a. Material weaknesses identified?
b. Significant deficiencies identified?

¢. Noncompliance material to the financial statements?
3. Management letter comment provided?

Federal Awards

Not applicable.

Part Il - Findings Related to the Financial Statements

None.

Part lll - Prior Year Findings Related to the Financial Statements

None.

Unmodified

No
No
No

None
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iii. Disbursements, including processing, reviewing, and approving.

iv. Receipts/Collections, including receiving, recording, and preparing deposits. Also,
policies and procedures should include management's actions to determine the
completeness of all collections for each type of revenue or agency fund additions (e.g.,
periodic confirmation with outside parties. reconciliation to utility billing after cutoff
procedures, reconciliation of traffic ticket number sequences, agency fund forfeiture
monies confirmation).

v. Payroll/Personnel, including (1) payroll processing. (2) reviewing and approving time
and attendance records, including leave and overtime worked, and {3) approval process
for employee rates of pay or approval and maintenance of pay rate schedules.

vi. Contracting, including (1) types of services requiring written contracts, (2) standard
terms and conditions, (3) legal review, (4) approval process, and (5) monitoring process.

vii. Travel and Expense Reimbursement, including (1) allowahle expenses, (2) dollar
thresholds by category of expense, (3} documentation requirements, and (4) required
approvers.

vili. Credit Cards (and debit cards, fuel cards, purchase cards, if applicable), including
(1) how cards are to be controlled, (2} allowable business uses, (3} documentation
requirements, (4) required approvers of statements, and (5) monitering card usage (e.g.,
determining the reasonableness of fuel card purchases).

ix. Ethics, including (1) the prohibitions as defined in Louisiana Revised Statute
(R.8.}Y42:1111-1121, (2) actions to be taken if an ethics violation takes place, (3) system
to monitor possible ethics violations, and (4) a requirement that documentation is
maintained to demonstrate that all employees and officials were notified of any changes
to the entity's ethics policy.

x. Debt Service, including (1) debt issuance approval, (2) continuing disclosure/EMMA
reporting requirements, {3) debt reserve requirements, and (4) debt service
requirements.

xi. Information Technology Disaster Recovery/Business Continuity, including
(1) identification of critical data and frequency of data backups, (2) storage of backups
in a separate physical location isclated from the network, (3) periodic testing/verification
that backups can be restored. (4) use of antivirus software on all systems, (5) timely
application of all available system and software patches/updates, and (8) identification
of personnel, processes, and tools needed to recover operations after a critical event.

xii. Prevention of Sexual Harassment, including R.S. 42:342-344 requirements for
{1) agency responsibilities and prohibitions, (2) annual employee training, and (3) annual
reporting.

Results: No exceptions noted.

2) Board or Finance Committee

A. Obtain and inspect the boardffinance committee minutes for the fiscal period. as well as the
board’s enabling legislation, charter, bylaws, or equivalent document in effect during the fiscal
peried, and



3)

i. Observe that the beard/finance committee met with a quorum at least monthly, or on a
frequency in accordance with the board’'s enabling legislation, charter, bylaws, or other
equivalent document.

ii. Forthose entities reporting on the governmental accounting model, review the minutes
from all regularly scheduled board/finance committee meetings held during the fiscal
year and observe whether the minutes from at least one meeting each month referenced
or included monthly budget-to-actual comparisons on the general fund, quarterly
budget-to-actual comparisons, at a minimum, on all proprietary funds . and semi-annual
budget-to-actual comparisons, at a minimum, on all special revenue funds. Afternatively,
for those entities reporting on the not-for-profit accounting model, observe that the
minutes referenced or included financial activity relating to public funds if those public
funds comprised more than 10% of the entity's collections during the fiscal period.

iii. For governmental entities. obtain the prior year audit report and observe the unassigned
fund balance in the general fund. If the general fund had a negative ending unassigned
fund balance in the prior year audit report, observe that the minutes for at least one
meeting during the fiscal period referenced or included a formal plan to eliminate the
negative unassigned fund balance in the general fund.

iv. Observe whether the board/finance committee received written updates of the progress
of resolving audit finding(s), according to management's corrective action plan at each
meeting until the findings are considered fully resolved.

Results: No exceptions noted.

Bank Reconciliations

4)

Obtain a listing of entity bank accounts for the fiscal period from management and
management’s representation that the listing is complete. Ask management to identify the
entity’s main operating account. Select the entity’'s main operating account and randomly
select 4 additional accounts (or all accounts if less than 5). Randomly select one month from
the fiscal pericd, obtain and inspect the corresponding bank statement and reconciliation for
each selected account, and observe that:

i. Bank reconciliations include evidence that they were prepared within 2 months of the
related statement closing date {e.g.. initialed and dated or electronically logged);

ii. Bank reconciliations include written evidence that a member of management or a board
member who does not handle cash, post ledgers, or issue checks has reviewed each
kank reconciliation within 1 month of the date the reconciliation was prepared (e.g.,
initialed and dated, electronically logged); and

iii. Management has documentation reflecting it has researched recongciling items that have
been outstanding for more than 12 months from the statement closing date, if applicable.

Results: No exceptions noted.

Collections (excluding electronic funds transfers)

Obtain a listing of deposit sites for the fiscal period where deposits for cash/checks/money
orders (cash) are prepared and management’s representation that the listing is complete.
Randomly select 5 deposit sites (or all deposit sites if less than 5).



B. For each deposit site selected, obtain a listing of collection locations and management’'s
representation that the listing is complete. Randomly select one collection location for each
deposit site (e.g., 5 collection locations for 5 deposit sites), obtain and inspect written policies
and procedures relating to employee job duties (if there are no written policies or procedures,
then inquire of employees about their job duties) at each collection location, and observe that
job duties are properly segregated at each collection location such that:

i. Employees responsible for cash collections do not share cash drawers/registers;

ii. Each employee responsible for collecting cash is not also responsible for preparing/
making bank deposits, unless another employee/official is respensible for reconciling
collection documentation (e.g., pre-numbered receipts) to the deposit;

iii. Each employee responsible for collecting cash is not also responsible for posting
collection entries to the general ledger or subsidiary ledgers. unless another employee/
official is responsible for reconciling ledger postings to each other and to the deposit;
and

iv. The employee(s) responsible for reconciling cash collections to the general ledger
and/or subsidiary ledgers, by revenue source and/or agency fund additions, is (are) not
also responsible for collecting cash, unless another employee/official verifies the
reconciliation.

C. Obtain from management a copy of the bond or insurance policy for theft covering all
employees who have access to cash. Observe that the bond or insurance policy for theft was
in force during the fiscal period.

D. Randomly select two deposit dates for each of the 5 bank accounts selected for Bank
Reconciliations preocedure #3A (select the next deposit date chronologically if no deposits
were made on the dates randomly selected and randomly select a deposit if multiple deposits
are made on the same day). Afternatively, the practitioner may use a source document other
than bank statements when selecting the deposit dates for tesling. such as a cash collection
log, daily revenue report, receipt book. etc. Obtain supporting documentation for each of the
10 deposits and:

i. Observe that receipts are sequentially pre-numbered.

ii. Trace sequentially pre-numbered receipts, system reports, and other related collection
documentation to the deposit slip.

iii. Trace the deposit slip total to the actual deposit per the bank statement.

iv. Observe that the deposit was made within one business day of receipt at the collection
location (within one week if the depository is more than 10 miles from the collection
location or the deposit is less than $100 and the cash is stored securely in a locked safe
or drawer).

v. Trace the actual deposit per the bank statement to the general ledger.

Results: No exceptions noted.



5) Non-Payroll Disbursements (excluding card purchases, travel reimbursements, and
petty cash purchases)

A. Obtain a listing of locations that process payments for the fiscal period and management's
representation that the listing is complete. Randomly select 5 locations (or all locations if less
than 5).

B. For each location selected under procedure #5A above, oblain a listing of those employees
involved with non-payroll purchasing and payment functions. Obtain written policies and
procedures relating to employee job duties (if the agency has no written policies and
procedures, then inquire of employees about their job duties). and observe that job duties are
properly segregated such that;

i. At least two employees are involved in initiating a purchase request, approving a
purchase, and placing an order or making the purchase;

ii. Atleast two employees are involved in processing and approving payments to vendors:

iii. The employee responsible for processing payments is prohibited from adding/modifying
vendor files, unless another employee is responsible for periodically reviewing changes
to vendor files;

iv. Either the employee/official responsible for signing checks mails the payment or gives
the signed checks to an employee to mail who is not responsible for processing
payments; and

v. Only employees/officials authorized to sign checks approve the electronic disbursement
(release) of funds, whether through automated clearinghouse (ACH), electronic funds
transfer (EFT), wire transfer, or some other electronic means.

[Note: Findings related to controls that constrain the legal authority of certain public officials
{e.g.. mayor of a Lawrason Act municipality} should not be reported).]

C. For each location selected under procedure #5A above, obtain the entity’'s non-payroll
dishursement transaction population (excluding cards and travel reimbursements) and
obtain management’'s representation that the population is complete. Randomly select 5
disbursements for each location, obtain supporting documentation for each transaction, and

i. Observe whether the disbursement, whether by paper or electronic means, matched
the related original itemized invoice and supporting documentation indicates that
deliverables included on the invoice were received by the entity, and

ii. Observe whether the disbursement documentation included evidence (e.g., initial/date.
electronic logging) of segregation of duties tested under procedure #5B above, as
applicable.

D. Using the entity’'s main operating account and the month selected in Bank Reconciliations
procedure #3A, randomly select 5 non-payroll-related electronic dishursements (or all
electronic disbursements if less than 5) and observe that each electronic disbursement was
(a) approved by only those persons authorized to disburse funds (e.g., sign checks) per the
entity’s policy, and (b) approved by the required number of authorized signers per the entity's
policy. Note: If no electronic payments were made from the main operating account during
the month selected the praclitioner should select an alternative month and/or account for
testing that does include electronic disbursements.

Results: No exceptions noted.



6)

Credit Cards/Debit Cards/Fuel Cards/Purchase Cards (Cards)

A.

7)

Obtain from management a listing of all active credit cards, bank debit cards, fuel cards, and
purchase cards (cards) for the fiscal period, including the card numbers and the names of the
persons who maintained possession of the cards. Obtain management’'s representation that
the listing is complete.

Using the listing prepared by management, randomly select 5 cards (or all cards if less than
5) that were used during the fiscal period. Randomly select one monthly statement or
combined statement for each card {for a debit card, randomly select one monthly bank
statement). Obtain supporting documentation, and

i. Observe whether there is evidence that the monthly statement or combined statement
and supporting documentation {e.g., original receipts for credit/debit card purchases,
exception reports for excessive fuel card usage) were reviewed and approved, in writing
(or electronically approved) by someone other than the authorized card holder (those
instances requiring such approval that may constrain the legal authority of certain public
officials, such as the mayor of a Lawrason Act municipality. should not be reported); and

ii. Observe that finance charges and late fees were not assessed on the selected
statements.

Using the monthly statements or combined statements selected under procedure #6B above,
excluding fuel cards, randomly select 10 transactions {(or all transactions if less than 10) from
each statement, and obtain supporting documentation for the transactions (e.g.. each card
should have 10 transactions subject to inspection). For each transaction, chserve that it is
supported by (1) an original itemized receipt that identifies precisely what was purchased.
(2) written documentation of the business/public purpose, and (3) documentation of the
individuals participating in meals (for meal charges only). For missing receipts, the practitioner
should describe the nature of the transaction and observe whether management had a
compensating control to address missing receipts, such as a "missing receipt statement” that
is subject to increased scrutiny.

Using the list of terminated employees obtained in Payroll and Personnel procedure #8C
identify those individuals who had access to cards and randomly select 5 terminated
employees {(or all terminated employees with card access if less than 5) from this population.
Observe evidence that the cards have been deactivated for these terminated employees. In
cases where a card is shared by multiple users, obtain evidence that the terminated
employees’ authorization has been removed.

Results: No exceptions noted.

Travel and Travel-Related Expense Reimbursements (excluding card transactions)

Obtain from management a listing of all travel and travel-related expense reimbursements
during the fiscal period and management's representation that the listing or general ledger is
complete. Randomly select 5 reimbursements and obtain the related expense reimbursement
forms/prepaid expense documentation of each selected reimbursement, as well as the
supporting documentation. For each of the 5 reimbursements selected:



8)

i. If reimbursed using a per diem, cbserve that the approved reimbursement rate is no
more than those rates established either by the State of Louisiana or the U.S. General
Services Administration (www.gsa.gov);

i. If reimbursed using actual costs, observe that the reimbursement is supported by an
original itemized receipt that identifies precisely what was purchased;

iii. QObserve that each reimbursement is supported by documentation of the business/public
purpose {for meal charges, cbserve that the documentation includes the names of those
individuals participating) and other documentation required by Written Policies and
Procedures procedure #1A(vil); and

iv. Observe that each reimbursement was reviewed and approved, in writing, by someone
other than the person receiving reimbursement.

Results: No exceptions noted.

Contracts

9

Obtain from management a listing of all agreements/contracts for professional services.
materials and supplies, leases, and construction activities that were initiated or renewed
during the fiscal period. Alternatively, the practitioner may use an equivalent selection source,
such as an active vendor list. Obtain management's representation that the listing is
complete. Randomly select 5 contracts (or all contracts if less than 5) from the listing,
excluding the practitioner’s contract, and

i. Observe whether the contract was bid in accordance with the Louisiana Public Bid Law
(e.g., solicited quotes or bids, advertised), if required by law;

ii. Observe whether the contract was approved by the governing body/board, if required by
policy or law {e.g., Lawrason Act, Home Rule Charter):

iii. [If the contract was amended (e.g.. change order). observe that the original contract
terms provided for such an amendment and that amendments were made in compliance
with the contract terms (e.q., if approval is required for any amendment, the documented
approval); and

iv. Randomly select one payment from the fiscal period for each of the 5 contracts, obtain
the supporting invoice, agree the invoice to the contract terms, and observe that the
invoice and related payment agreed to the terms and conditions of the contract.

Results: No exceptions noted.

Payroll and Personnel

Obtain a listing of employees and officials employed during the fiscal period and
management’'s representation that the listing is complete. Randomly select 5 employees or
officials, obtain related paid salaries and personnel files, and agree paid salaries to authorized
salaries/pay rates in the personnel files.

Randomly select one pay pericd during the fiscal period. For the 5 employees or officials
selected under procedure #9A above, obtain attendance records and leave documentation for
the pay pericd, and



i. Observe that all selected employees or officials documented their daily attendance and
leave (e.g., vacation, sick, compensatory):

ii. Observe whether supervisors approved the attendance and leave of the selected
employees or officials;

iii. Observe that any leave accrued or taken during the pay pericd is reflected in the entity's
cumulative leave records. and

iv. Observe whether the rate paid to the employees or officials agrees to the authorized
salary/pay rate found within the personnel file.

C. Obtain a listing of those employees or officials that received termination payments during the
fiscal period and management’s representation that the list is complete. Randomly select
two employees or officials and obtain related documentation of the hours and pay rates used
in management's termination payment calculations and the entity's policy on termination
payments. Agree the hours to the employee’s or official’'s cumulative leave records, agree
the pay rates to the employee’s or official’s authorized pay rates in the employee’'s or official’s
personnel files, and agree the termination payment to entity policy.

D. Obtain management’'s representation that employer and employee portions of third-party
payroll related amounts (e.g.. payroll taxes, retirement contributions, health insurance
premiums, garnishments, workers' compensation premiums, etc.) have been paid, and any
associated forms have been filed, by required deadlines.

Results: No exceptions noted.

10) Ethics

A. Using the 5 randomly selected employees/officials from Payroll and Personnel procedure #9A
obtain ethics documentation from management, and

i. Observe whether the documentation demonstrates that each employee/official
completed one hour of ethics training during the calendar year as required by
R.8.42:1170; and

ii. Observe whether the entity maintains documentation which demonstrates that each
employee and official were notified of any changes to the entity’s ethics policy during the
fiscal period, as applicable.

B. Inquire and/or observe whether the agency has appointed an ethics designee as required by
R.S. 42:1170.

Results: No exceptions noted.

11) Debt Service

A. Obtain a listing of bonds/notes and cther debt instruments issued during the fiscal period and
management's representation that the listing is complete. Select all debt instruments on the
listing. obtain supporting documentation, and cbserve that State Bond Commission approval
was obtained for each debt instrument issued as required by Article VI, Section 8 of the
Louisiana Constitution.



B.

Obtain a listing of bonds/notes outstanding at the end of the fiscal period and management's
representation that the listing is complete. Randomly select one bond/note, inspect debt
covenants, obtain supporting documentation for the reserve balance and payments, and
agree actual reserve balances and payments to those required by debt covenants {including
contingency funds, short-lived asset funds, or other funds required by the debt covenants).

Results: No exceptions noted.

12) Fraud Notice

A.

Obtain a listing of misappropriations of public funds and assets during the fiscal period and
management's representation that the listing is complete. Select all misappropriations on
the listing, obtain supporting documentation, and observe that the entity reported the
misappropriation(s) to the Legislative Auditor and the district attorney of the parish in which
the entity is domiciled as required by R.S. 24:523.

Observe that the entity has posted, on its premises and website, the notice required by
R.S. 24:523.1 concerning the reporting of misappropriation, fraud, waste, or abuse of public
funds.

Results: No exceptions noted.

13) Information Technology Disaster Recovery/Business Continuity

A.

Obtain and inspect the entity's most recent documentation that it has backed up its critical
data (if there is no written documentation, then inquire of personnel responsible for backing
up critical data) and cbhserve evidence that such backup (a) occurred within the past week,
{b) was not stored on the government's local server or network, and (c) was encrypted.

Obtain and inspect the entity's most recent documentation that it has tested/verified
that its backups can be restored (if there is no written documentation, then inquire of personnel
responsible for testing/verifying backup restoration) and observe evidence that the
test/verification was successfully performed within the past 3 months.

Obtain a listing of the entity's computers currently in use and their related locations, and
management’s representation that the listing is complete. Randomly select 5 computers and
observe while management demonstrates that the selected computers have current and
active antivirus software and that the operating system and accounting system software in
use are currently supported by the vendor.

Randomly select 5 terminated employees {or all terminated employees if less than 5) using
the list of terminated employees obtained in procedure #9C. Observe evidence that the
selected terminated employees have been removed or disabled from the network.



E.

Using the 5 randomly selected employees/officials from Payroll and Personnel procedure #9A,
obtain cybersecurity training documentation from management, and observe that the
documentation demonstrates that the following employees/officials with access to the
agency's information technology assets have completed cybersecurity training as required by
R.S. 42:1267. The requirements are as follows:

i. Hired before June 9, 2020 - completed the training; and

ii. Hired on or after June 9, 2020 - completed the training within 30 days of initial service
or employment.

Results: We performed the procedure and discussed the results with Management.

14) Prevention of Sexual Harassment

A.

Using the 5 randomly selected employees/officials from Payroll and Personnel procedure #9A,
obtain sexual harassment training documentation from management, and observe that the
documentation demonstrates each employee/official completed at least one hour of sexual
harassment training during the calendar year as required by R.S. 42:343.

Observe that the entity has posted its sexual harassment policy and complaint procedure on
its website (or in a conspicuous location on the entity’s premises if the entity does not have a
website).

Obtain the entity's annual sexual harassment report for the current fiscal period, observe that
the report was dated on or before February 15t and observe that the report includes the
applicable requirements of R.8. 42:344:

i. Number and percentage of public servants in the agency who have completed the
training requirements;
ii. Number of sexual harassment complaints received by the agency:;
iii. Number of complaints which resulted in a finding that sexual harassment occurred;

iv. Number of complaints in which the finding of sexual harassment resulted in discipline or
corrective action; and

v. Amount of time it took to resolve each complaint.

Results: No exceptions noted.

We were engaged by the District to perform this agreed-upon procedures engagement and
conducted our engagement in accordance with attestation standards established by the American
Institute of Certified Public Accountants and applicable standards of Government Auditing
Standards. We were not engaged to and did not conduct an examination or review engagement,
the objective of which would be the expression of an opinion or conclusion, respectively. on those
C/C areas identified in the SAUPs. Accordingly, we do not express such an opinion or conclusion.
Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you.
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