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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISII OF VERMILION, STATE OF LOUISIANA MANAGEMENT'S DISCUSSION AND ANALYSIS fl]NA1)DITED) FOR TIlE $'EARS ENDED DECEMBER 31, 2003 AND 2002 

Southeasl Waterworks Dishicl Number 2 of tile Palish of Vermilion, Stale of Loulslana's, (tge Dislliet) discussioll and anlysis is intended to assist the reader in focusing on significant finallcial issues, provide an overview of the D~s[riet's fillancial activiiy, identify changes in tile District's [ina[~ci;tl posilion and it's aNlity to address the next and gubsequcl~l year cllatletlgcs It als~ ide~fifies ttlty I~atcritd de~iatloI~s flol~ the linal~ial plal~ al~d idef~tifies h~di~iduul fui/d isstle~ t)l concerns, l'his is a requirenleilt of tbe Govei'nli10iil Accounthig Sfiludfirds Board (GASfi) St~tellleUl iqulll{)el 34 "Basic Financial Statements Management's Discussion ~lld Analysis - for State arid Local Governments" and is hltcnded to plovide the financial results for the fiscal yeals ending Decembez 31,2O03 ~Md 2002. This is tile first year of GASI3 34 implementation f~~l" tile District, As a icsuh, the financial wport is plesented rely differently from Devious years, The following is all illustration on how this I]llancia] [~eport is presel~ted. 

OASB 34 requires the presentation of two basic types of financial statements: District wide and lund Financial stalements However, due Io the fact tbat tbe District consists of a slnglc proplietary fund lype, file District-wide and Fund financia statements ale equivalent. 



 SOUTHEAST WATERWORKS DISTRICT NUMBEI:I 2 OF 'FILE PARISIt OF VERMILION, STATE OF LOUISIANA MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITEDt FOR THE YEARS ENDED DECEMBER 31. 2003 AND 2002 
The District-wide statements are new and provide a perspective of the District as a wbole. These statements use Ihe fidl accrual basis of accounting similar to private sector COlnpanies. Thele ate three District wide statements: tim Statement of Net Assets. tile Statement of Activities. and tile Statement of Cash Ftows 
Assets Current Assets Assets Limited as to Use Capital Assets. net book value Other Assets 

Summary of Net Assels 

Liabilities Cunent Liabilities Current Liabilities PayaNe With Assets Limited as to Use Long term Liabibties Total Liabdities Net Assets Invested in Capital Assets, net of related debt Restricted Unrestricted 
Total Liabilities and Net Assets 

$ 346.324 66.697 2,953,478 20.278 
$ 267.015 58,399 2,992,875 20.90G $ 3,386,767 $ 3,339,189 

$ 7,211 23.989 1,029,601 $ 8.396 21,928 1.044.129 
909,35I 42,698 373.917 ,934,871 36,471 293.394 

As indicated by tile statement above, total net assets at December 3 I, 2003. are $2.235,966. Net assets call be separated into flnee categories: net capflal assets net of related debt, restricted assests, and unrestricted assets. Net capital assets are a combination of funds available for capital assets, plus capital assets at oliginal cost less accumulated depreciation and related debt The original cost of capital assets is $3,470,077 which is an accumulaHon of capital assets year aIler year less any capital disposals. The accunmlated depreciation is the accumulation of depreeiafion e;~pense since acquisition of each capital asset In accordance wilh Genelally Accepted Accounting Principles (GAAP), depreciation expense is recorded on tile original cost of the asset, less all estimated salvage value, and expensed over 01e estimated usefid life of the asset. Total accunmIated depreciation is $516,599. Most capital asset acquisitions are financed through long- term debt. Prlmalfiy. [ong-terln debt is repaid as the debt service comes dae fiOln water sys~eln revenues that have been set aside for the debt retirement. Total revenue bonds outstanding is $ 1.044.127. 



 
SOUTIIEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA MANAGEMENT~S DISCUSSION AND ANALYSIS IUNAUDITEDI FOR THE YEARS ENDED DECEI~IBER 3t. 2003 AND 2002 Restricted net assets consist of debt retirement filnds, funds that are required ~o be set aside for contingencies, and cnstomel seculity deposits Restricted net assets represent an amount equal to the assets lim0ed as to use, less the related Iiabd0ies The breakdown of these fimds it at follows: 

Revenue Bond Sinking Fund Waterworks Reserve Fund Waterworks Contingency Fund Customer Security Deposits 
(5,289) 18,931 20,071 2.758 

The remaining net assets balance of $373.918 is unrestricted. Tile unrestricted net assets is an accumulation of current and prior years' operating resnhs. Thls balance is dilectly affected each year by the District's operathlg results. 
Program Revenue Customer Charges Oilier General Revenues Interest Income Other Income 

2003 
1,036 11,824 

Tola[ Revenues Expenses Water ExpEnses General and Admlnistrative InterestExpense 
Increase in Nel Assets 

116,243 155,816 48,626 320.685 

96.63% $ 353,896 
0.27% 3,498 3.10% 5.543 3.37% 9,041 100.00% 362,937 
36,25% 103,305 48.59% 146,069 15.16% 4g~664 I00.00% 298,038 16.03% $ 64,899 

0.96% 1.53% 2.49% 100.00% 
34.66% 4901% t6.33% 100.00% 17,88% AS indicated above, net asselg increased by $61,230 This increase was due e.firely to the operations and water sales of the District. This balance was 11ot affected by grant revenues or other income outside of normal operations. 



 
SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA MANAGEMENT~S DISCUSSION AND ANALYSIS ~UNAUDITEDI FOR THE YEARS ENI)ED DECEMBER 31,2(103 AND 2002 REVENUES Tile following chart ilhlstrates the Districfs sources of revenues by percentages 

Watel sales in the amount of $346,280 rcplescnts idl~ty-live 19crcent (95%) t~f Iota mainly on water charges to customers h~ fund its operations No Na~e or parish funds were received to supplement operations operations or current construction. Prior to the implementation of GASB 34, fl~e payments received fTOl~l customers which was less that tile actual con or the exte~si~ were recorded as direct charges agah~st tile equity accotmt Contributed C~plta~ t'r~m Customers. However, ~0h tile implementation of GASB 34, tile cons of these installations and extensions which are funded by cuNomers are repo~ted as revenue. The comparitive alnotHits for tile ptlor yeaw were adjusted to reflect lhis change. The reveuue for meter installations was redllced during the year due to the fact that a m~rity of the collectle~ls from customers for the ttenry Extension were collected ill die prior fiscal years, Interest Income was aIso greatly reduced due t~ tile fact that the l]enlN Extension was financed nora operaling capfial alld reduced gleatly file a~llotllll O1" inves[nlenls and interest bearing funds. In addition, itlterest rates fell during the 20O3 year Water sales increased as a direct resuh of the additional custmners placed on line during the year 



 SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF TIlE PARISII OF VERMILION. STATE OF LOUISIANA MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED~ FOR THE YEARS ENDED DECEMBER 3L 2003 AND 2002 EXPENSES The following chart illustrates the District's expenses by pelcentages: Expenses 

Expenses include Water Expenses of $40,946, General and Adminislrative Costs of $155,816, Depreciation of $75.297, and Interest on Long-tern1 Debt of $48,626. General and adnlinistrafive expenses it~cludes $155,786 far the year ended December 31. 2003. This amount compares to the $146,069 spent in the prior year This increase of $9,687 was mainly due to an increase ill payroll during tile year CAPITAL ASSETS At December 3 [, 2003, tile DJstricl had $2,953,478 invested in capital assets as follows: CAPITAL ASSETS Land Buildings Propelty, Pland, and Equipment Construction in Process Gross Capital Assests Less: Accumulated Depreciation Net Capital Assets 



 
SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA MANAGEI~IENT'S DISCUSSION AND ANALYSIS /UNAUDITEDt FOR THE YEARS ENDED DECEMBER 31, 2003 AND 20fl? DEBT At the end of lllis year. the District had $1,044,127 in Revenue Bonds outstanding. This is a combination of the Series 1997 Revenue Bond issuance and the Series 1998 Revenue Bonds. Both issuances were used in lhe construction of Ihe water syslem. As part of these bond issuances lhlee cash accounts were created whose use was lindted as Ibllows: Waterworks Revemte Bo~d ~o~d hTterest Sink#ig Fund - An amount sufficient ~o accumulate the anlOUllt needed to assule tile prompt payment of the principal and interest illstallments as they become due is requried to be set aside into Ihis fired and may be used only for such purpose. Waterworks Reserve Fzmd - The District is also required to set aside $260 monthly into this fund until the sum of $62,376 has been accunlulated. IPaterworks Depreclatton and (bntingem3~ Fired - Tile District is required to deposit $262 per month into this fund Monies ill this fitnd shall be used to pay for illajor repairs due to damage caused by unforseen catastrophes and ~ir replacements made necessar) by the depreciation of the system. 

During the year, the District turned over control of the facilities in Nunez to tile Ven~ilion Parish Police Jury. As a result. d~e Distlict lost 135 residential atld 7 comnlercial customers. The additions f~onl the prior years helped the Distrlct nlaintahl the necessary levels of revenue in the face ofd0s toss. Putule expansions of the revenue base are essenti,al to ftll~d activlties and growth. 



LANGLINAIS & BRDUSSARD (A Corporation of Certified Public Accountants I;le, P. LangUnal,, C.P.A. michael P. B~um,ara, C.P.A. 
Tile Board ol'Commissioners Southeast Waterwmks District Number 2 of the Parish of Vermilion, State of Louisiana Abbeville, Louls[ana 

liayla Falcun, C.P.A. Patrick/If. Euldry, C.P.A. Ehlp Eantrell, (.P.A. KEn Bonln, C.P.A=, M.B.A. ChrlJ Kohl~nberg, C.P.A=, M.B.A., M.H=A 

We ]lave audited the accompanying component unit financial statements of the Southeast Waterwmks District Number 2 of tile Parish of Vermilion, State of Louisiana. (the District) a component uni~ of tile Vermilion Parish Police Jury. as of and for tile years ended December 3 I, 2003 and 2002. These component unit financial s~atenlents are the responsibilily of tile DistricPs nlanagement Our responsibility is to express all opinion on these component unit nnancial statenlelits based oll om audit. We conducted our audit ill accordance with generalJy accepted auditing standards of tile United States of America. the standards applicable ta financial audits contained in Government Auditin~ St andalds, issued by tile Complro0er General of the Urlited States; OMB Circular A-]33, Audits o1~ SIate~ Local Governme~ and Non-i~rofit ~anizations~ and USDA- dIG Rural Utilities Bulletin 17g0-30 Those standards require that we plan and perform the audit to obtain reasonable assulance about whethei file finalleial statenlents are flee of material nlisstatelnents. All atldit includes exanlinillg, oil a test ba~is, evidence suppolting tile anaounts and dlsclosures ill the nnancial statenlenls. All audit also inchldeS assessing 01e accounthlg prhlclples t~sed and significant estimates made by inanagenlent, as well as evalualing tile overall financial statement presentation We believe that our audlt provides a reasonable basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material lespects. 01e financial position ol the District as of December 31. 2003 and 2002, and dm results of ils operations for tile years then ended ill corlformity wdh generalIy accepted accounting principles, In accordance with Government Auditing Standards, we ]lave also issued om report dated January I5, 2004, on our consideration of tile DistlicPs internal control over financial reporting and our tests of its conlpliance with cellain provision of laws. regulations, contracts and grants. Our attdit was performed for tile purpose of forming an opinion on tile financial statements of tile Distlict taken as a whole. Tile accompanying schedules of expenses and expenditures of fedelaI awards are presented for purposes of additional analysis, and are not a reqtdled part of the f~nancial statements. Such infollnation has bee. subjected to the audithlg procedures applied in the audit of the financiaI statements and, in our opinion, is fairly stated, in all materia~ respects, ill lelation to the financial statenlenls taken as a whole. Management's Discussion and Analysis is not a required part of the basic thlancial statements but is supplenlentary itlf~rmation required by the Govemmertta[ Accounting Standards Board. We have applied certain litn itexl procedures, wblch consisted principaIly of inquhJes of i]lanagenlent rega[ding the medlods of measurelneut and presentation of the 

January 15, 2004 241 g Old South Plaza ~ P. O. Box 1123 ~ Abbeville, Louisiana 70511-1123 ~ Telephone (337) 893-6232 ~ Fax (337) 893-6249 



 SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA 
STATEMENT OF NET ASSETS DECEM BER 3 
ASSETS CURRENT ASSETS Cashand Equivalents Accounts Receivable Investmellts 
ASSETS LIMITED AS TO USE Revenue Bond Sinking Cash Waterworks Reserve Fund Cash Waterwolks Contingency Fund Cash Ctl$1onler Security Deposits Cash 
CAPITAL ASSETS Land Buildings Property, Pland, and Equipment Construction ill Process Gloss Capital Assests Less: Accumulated Depreciation Net Capital Assets OTtlER ASSETS Bond Issue Costs TOTAL ASSETS 

11,071 22,218 23,391 10,007 

$ 221,986 45,029 
267.015 
10,966 18,931 20,071 8,431 66,687 58,399 

2,953,478 2,992,875 
20r278 20,900 

Tile Accompanying Notes are an Integral Part of These Financial Statements. -8- 



BALANCESHEETS 
SOUTIIEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

DECEMBER 3 
LIABILITIES AND NET ASSETS LIABILITIES CURRENT LIAIIIIATI ES Accounts Payable Payrotl Liabilitics Other Current Liabilities 
CURRENT LIABILITIES PAYABLE WITH ASSETS LIMITED AS TO USE Accrued Interest PayabIe Current Porlion of Long-term Debt Customer Security Deposits Liability Total CtllTent Liabilities Payable with Assets Limited as to Use LONG-TERM LIABILITIES Revenue Bonds Payable 
TOTAL LIABILITIES NET ASSETS Invested in Capital Assets, Net of Related Debt Restricted Unrestricted TOTAL NET ASSETS TOTAL LIABILITIES AND NET ASSETS 

2003 
$ 3,956 $ 4,877 2,712 1,893 543 1.626 
2.507 4,526 6,956 2380 3,875 5.673 

0d4.129 
1,909.351 42,698 373,917 1,934,871 36,471 293,394 

Tile Accompanying Notes are an Integra[ Pal1 of These Financial Statements. -9- 



 
SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA S'[ATEMEN'FS OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS 

OPERATING REVENUES Water Sales Meter Installation Chalges Penalties Total Operating Revenues OPERATING EXPENSES Water Expenses General and Administrative Expenses Total Operating Expenses OPERATING INCOME NONOPERATING INCOME (EXPENSES) Interest hlcome Miscel]aneot)s hlcome Interest Expense Total Non-operatlng ]ncome (Expense INCREASE IN NET ASSETS NET ASSETS - BEGINNING NET ASSESTS - ENDING 

$ 346,280 15,330 7,445 
[16,243 155,816 272,059 

$ 329,230 [7,477 7.[89 353.896 
103,305 146,069 

96,996 [04,522 
1,036 3,498 11,824 5,543 (48,626) (48,664 
61,230 2,264,736 64,899 2,199,837 

Tile Accompanyillg Notes are all Integral Part of3 hese Financial S{atelnent5 -I0- 



 
SOUTIIEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA 

STATEMENTS OF CASlt FLOWS 
CASH FLOWS FROM OPERATING INCOME Receipts From Ctistomel's Payments to Suppliers Payments to Employees NET CASH PROVIDED BY OPERATING ACTIVH IES CASH FLOWS FROM NON-CAPrFAL FINANCING ACTIVITIES Miscellaneous lneonle NET CASH PROVIDED BY NON-CAPITAL FINANCING ACTIVITIES CASII FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES Purchases of Hxed Assets Principal Payments - Revenue Bonds Interest Paid NET CASH PLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES CASH FLOWS FROM INVESTING ACTIVITIES Interest Received Purchases of hlvestments NET CASH FLOWS FROM INVESTING ACTIVITIES NET INCREASE (DECREASE) IN CASII AND EQUIVALENTS CAStl AND EQUIVALENTS - BEGINNING (Including Restricted Cash of $58,399 and $50,524 for 2003 and 2002 respecitvety) CASII AND EQUIVALENTS - ENDING (lnchtding Restricted Cash of $66.687 and $58,399 for 2003 and 2002 respecitvely Reconciliation of Operating Income to Net Cash Flows From Operating Income: Operating Income 

Total Adjuslments Net Cash Flows From Operating Income 

2003 $ 374,623 $ 353,225 (117,029) (137.214) (80,295) (74,007) 177,299 142,004 
11,824 11.824 
(35,901) (13,877) (48,499) (98,277) 
1,036 (179,304) 

5,543 5,543 
(280,179) (13,256) (48,856) (342,291) 
3.498 

280,385 471,631 $ 192,963 $ 280,385 
70,723 622 (I,471 321 (33,513 800 37.482 

The Accompanying Notes are an Integral Part of These Financial Statements 



 SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA 
NOTES TO FINANCIAL STATEMENTS DECEM IIER 31, 2003 NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Tile Southeast Waterworks District Nttmber 2. of the I'arish of Vmmilion, State of I.ouisiana (the Disl~ict), which is a component unit of the Velmillon Parish Police Jtn'y, was created under the provisions of Louisiana Revised Statues (LRS) 33:3811, for tile ptllpose of providing water to rural areas of Vervaifio~ Pari~h, The District is governed by a b~ard t~f colnlllissionels composed of five nlenlbers appohl/ed by the Vemlifion Pa~ish Poficc Jlllff. The Vemdlkm PtqliSh P(flice hit) exercises ovelslght responsibility with 01e District; however, die Police July does ilOt exercise any contfoT ovel specdic expenditures of the District. AII activities over whlch tile District exercises oversight responsibility have been incorporated to form the DistHcl's iepoiting entity. Oversight responsibilfly is determined by financial interdependency, selection of governing board, designafiim of inanagement, accountability for financial matters, and an ability to significantly infhlence operations. A. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT PRESENTATION During fiscal year 2002. the District e)ected to early implement Governmental Accounthlg Standards Board (GASB) Statement Nunlber 34. "Basic Financial Statemenls, and ManagemenPs Discussion and Analysis fur State and Local Governnlenls, as amended by GASB Slatements Number 37 and 38. and applied those standards on a letroacfive basis. OASB Statement Number 34 establishes standalds of reporting for state and local governnlenls, The Vermilion Palish Police Jury, of which the District is a component unit, has elected to wail until file following yea~ to implement these standards. However, G ASB 34 aIlaws a comp~ne~t unit t~ early bx~pleme~xt tbc~c standards even when the fBmary Tile DistricPs financial statements ale reported using lhe economic i'csoulces ineasulemen~ Ibcns and the acclual basis of accmmthlg. Revenues are recorded when earned and expenses are recorded when a liability is incurred, regm dless of Ibe timing of related cash flows. Grants and sindlar items are recognized as revenue as soon as all eligibility requirenlents inlposcd by the provider have been met. As a Ploprietary Fund, file District distinguisbes opo'ating revenues .'tad expenses from nonoperating items Operating revenues and expenses generally result from ploviding services and producing and delivering goods in connecgon with a proprie/at?~ ftmd's principal ongoing operations This principal operating revenues of the DislricPs enterprise fund are charges to customers lelated to the sale of water, fhe District also iecognlzes as operating levenue file portion of conneclioll fees intended to recover tile cost of connection new customers to die system. Operating expenses for the Dish'icPs enterprise fired include water expenses, general and adminlstlative expenses, depleciafion oll capdal assets. alld interest on long-term debt. All I'eVellue and expenses not meeflng this definfiion are reported as nonopmafing Private-sector standards of accounting and financial reporting issued prior to Decenlber I, 1989, generally are followed by the District il~ the financla~ statements to the extent that tbose standards do not conflict wgb or contradict guidance of file GASB. Governments also have the option of following subsequent private-sector guidance for their business-type activities and enterprise funds, subject {o this same [kllgafion. "fhe District has elected not to follow subsequent privale B. DEPOSITS AND INVESTMENTS The Disfficfs cash and cash equivalents are considered to be cash on hand. demand deposits, and shol~-ternl investments with original maturitlcs of three months or less from 01e date of acqtdsition. State statutes authorized tile District Io invest ill obligations of the U.S. Treasury, certificates or ogler obligations of the United States of America, and time certificates of deposit of state banks organized under tile laws of Louisiana and national banks having ~he prhlcipal office in tile State of Louisiana However. during part of the year, tile Dislrict invested in certificates of deposit of ba~ks i~ot demlcilgd in or bavb~g bl'anch effices in lhe Sta~e of l,ouisiana. 
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 SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA 
NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 20~3 Most political subdivisions ill the State of Louisiana are limited to receiving interesl rates from fillancla] institutions at rates not tess Iball fifty basis points below tile prevailing malket interest rate on dffect obligafi~ms of the Unged Slates Treasury wilh a similar length of matulity. Ho~ever, as a lesug offle enachllent of Act number 1223 flora gle 2001 regular session of the Louisiana Legislature, tile District is entitled to Ihe prevailblg rate of interest o1~ Ihne celtificate~ of deposit Ibat is offered by tile bank to its other eus~olnels if [hal late is greater than fifty basis points below Ihe prevailing mmket interest rate on direct obligations of the United Stales Treasury wifll a sindlar length t~f maturity C. RECEIVABLES AND CUSTOMERS The District accounts for bad debts using file dilect wrke-offmethod+ Expense is recognized during d~e period ill wlfich a specific account is detennined to be uncollectible, The effects of using this method approximate those ofthe At December 31, 2003 Ihe District had Tbe following represents the aged receivable balances at ])ecenlber 31,2003 

D. ASSETS LIMITED AS TO USE 

10,027 29,901 225 88 503 $ 40,744 
Certain proceeds of the District's revenue bonds, as well as certain resources set aside for their repayment, ate classified as restricted assets because tbeir use is limited by applicable bond ~ovenanls, Tile "Reventle Bond Shlking Fund" is used to aeculnulate resources necessary to meet annual debt service reqtdrenlents The "Waterworks Reserve Ftmd" is used to segregate from funds available for operafio/is, funds equal to five percent of the original bond issuance, these fimds serve to prevent fie District flora defaulting on debt service paymelltS in the event of deficiencies in utility operations. The "Waterwolks Contingency Fund" is used to acculntdate resources to meet any unexpected contingencies or to filnd significant asset replacements or repairs. The "Ctlslonlcr Security Deposits" represenls advance deposits received from watel customers which shah be either relhnded Hpon terndnation ofservlces ol applied E. CAPITAL ASSETS AND LONG-TERM LIABILITIES Tile accounting and reporthlg treatlnent applied to capital assets and Tong-term liabilities are detelmined by its nleasmenlellt foctts. Properly, plant, and equipment ill the Proplietary Fund of the District are recorded at cost Property. plaut, and equipment donated to tbese Proprietary Fu~ld operafious me recorded at tbelr estimated I~,ir value at tile date of donation. Major outlays for capital assets and improvements are capitalized ill proprietary ftlnds are constructed. Interest incurred during tile construction phase of proprietary fund fixed assets is reflected in the capitalized valtle of the asset const~cted, net of interest earned on the invested proceeds over the same period, tile amount of eapitagzed interest included in Property, Plant, and Eqnlpnlent oil 01e 13,~lance Sheet for the year ended Decembel 3 I, 2002, was $10,074. 



 
SOtITHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION. SPATE OF LOUIS|ANA NOTES 1'O FINANCIAL STATEMENTS DECEMBER 31. 2003 Property, plant, and equlplnent are depleciated estimated useful lives: 
Buildings Utility System Improvements Equipment 50 25 - 50 5 Long-term debt and other obligations of tile Proprietary Fund of tile Dishict are repelled as liabilities Pol tile Pmprietaly Fund, bond premiums and discounts, as well as issuance costs, are def~rred and anlortized over tile life of the bonds usblg the straight line method. Bonds payabIe are ]eported net of the applicable bond p]emitml er discount Issuance costs are repol~ied as deferred charges. F. NET ASSETS Net Asset classifications are defined as follows: Invested it7 capital assets, net of related debt - This conlponent of net assets consists of capital assets, including ally restricted capital assets, net of accmnulated depreciation and reduced by tlle outstandhlg balances of any bonds, notes, or other bou'owings that are attributable to tile acquisition, construction, or improvement of those assets. If ther are significant unspent related debt proceeds at year-end, the porlion of the debt attlibutable to tile unspent proceeds are lint included in Ihe calculation of invesled iv capital assets, net of relaled debt Rather, that portion of tile debt is included ill tile same lie[ assets component as tile tmspent proceeds. Restricted - This component of net assets consists of constraints placed on net asset use tbrougb external constraints imposed by creditors (sucb as tbrough debt covenants), grantors, contlibutors, or laws or regulations of other governments or eonstlaints bnposed by law through constilufional provisions or enabling legislation. U~zrestricted - This con/ponellt of net assets consists of net assets Ihat do not IlleeI the definition of "reshicled" or "invesled in capital assets, net of related debt", above. When both restricted and unrestricted resources are available for use, it is the governnlent's policy to use restricted rea~urtes firsl, then unrestricted resources as tbey are i~eeded. G. USE OF ESTIMATES Tile prepalation of financial statemetlts in accordance with generally accepted accounting principles requires nlanagement to make estimates and assumptions dlat ~fi?ct the reported amounts of assets and liabilities and diselosnre of confingenl assets and liabilities at the date of the financial slatements, as well as levennes and expenses reported for the periods presented Tile District regularly assesses these estimates m~d, wbik actual resuLtS may differ, m~r~agemenI believes that tbe estimates are reasonable 
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SOUTHEAST WATERWOIIKS DISTRICT NUMBER OF THE FARISIt OF VERM ILION, STATE OF LOUISIANA 

NOTES TO FINANCIAL STATEMENTS DECEMBER 31. 2003 H. VACATION AND SICK LEAVE Empl%'ees of din District are entitled to a ot~e week vacation. 1he earned days do not vest; I eretbre, no ab0itv 1as been recorded for compensated absences in the financial statemetlts. NOTE 2: CASH AND INVESTMENTS At year end, tile District's carrying amount of deposits was $192,963 and tile bank balance was $196,022. Of tile bank balance, $100,000 was covered by federal depository insutmnce. The temalning balance was eoIlaterallzed with securilies held by tke pledging financial itasfitufioffs t~ust departmetlt or agent in the fi~/atm[aI it*stltution's name 
Investments consist of certificates of deposit with financial institution and obligations of the United States ofAm~lica. I'hc fair value for 01ese investmenls is Ilol materially different fi'om its reported anlounts. Investments are categorized into Ihree categories of credit risk: 
2. Uninsuled and unregistered, with securities held by tile counter-pm~y's trust department m" agent ill 01e District's name. Uninsured and unregistered, wgh securities held by the counter party, or by its trust depamne~xt or anent but not in the District's ilalne. At year end die District's investment balallces were as follows: CATEGORY 
Certificates of Deposit U S. Treasury Obligations 99,250.00 

2 3 CARRYING AMOUNT 
80,053.60 

99,250.00 99,250.00 
179,303.60 179,303.60 



 
SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISII OF VERMILION, STATE OF LOUISIANA NOTES TO FINANCIAL STATEMENTS DECEMBER 31. 2003 NOTE3: LONG-TERM DEBT The District issues revenue bonds which it pledges income derived fi'om the water system to pay the debt. Revenue bonds outstanding at year end are as follows: ) Ulilfly Revenue Bonds daled May 12, 1997; payable in InonlhIy instalbllents of $3,644 through March 12, 2035; including interest at 4 5% 2) Utility Revenue Bonds dated March 16, [998; payable in monthly installments of $1,554 througll March 12, 2038; iacludin~ interest at 4875% Total Revenue Bonds Less: Current Portion 

Year Ended December 31 

Total Debt Service to Maturity 

Total Debt Service 

1,044,127 _ (14,529 $ 1,029,60I 

966,103 



 SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA NOTES TO FINANCIAL STATEMENTS DECEM BER 3 I. 2003 Long-teml l iab0ity activity for tile year ended December 3 l, 2003. was as follows Beginning BaIance $ 1,071,260 $ NOTE 4: FLOW OF FUNDS - RESTRICTIONS ON USE OF UTILITY REVENUES Under the terms oflhe bond indenture on the $794,000 Water Utility Revenue Bonds dated May 12, 1997, all hlcome ,and revenues of every nature, earned or derived from operations of the water utility system are pledged al~d dedicated to the l etiremenl of said bonds and are to be set aside into the following special funds. Wato~vorks Revemw Bond and Interest Sinking Fund - An amount sufficient to accunlula~e file afflount needed to asst~re the prompt payment of tile principal and inlerest hlstallments as they become due is required to be set aside into Ibis fuIld beginning June 1997, and may be used only for such pulpose Waterworks Reserve Fund - Tile District is also leqtdred Io set aside $260 monlhIy into this fund, beghming Jtme 1997 unt~[ the sum of $62,376 has been accumuialed, WaterworLv Deprecia#on and ConthTgency Fund The District is required to deposit $262 pcr month into Otis [[llld beginning Jtn~e 1997. Monies ill this fund shall be tlsed 1o pay for major repairs due to damage caused by ~rlfolescen catastrophes and fbr replacements made necessaly by the depreciation of the system. All IeVellHeS received ill any year, and no[ required to be paid into any of le afore n e oned fu ds, a~e regarded as surplus a~d may be u~ed for any ~awfvl pur0oses, NOTE 5: DIRECTORS' FEES The following is a schedule of dlrectors' fees paid by the District for the year ended December 3 l, 2003 

Tota 
975 040 970 975 040 $ 5.000 



 
SOUTFIEASrF WATERWOIIKS DISTRICT NUMBER 2 OF TIlE PARISH OF VERMILION, STATE OF LOUISIANA NOTES TO FINANCIAL STATEMENTS DECEMBER 31,2003 NOTE 6: INSURANCE IN FORCE The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets: elrols and omisslons; and natural disasters for which the District carries commercial insurance. The folIowlng is a schedule of 01sulance ill force at December 3 I, 2001 : DESCRIPTION OF COVERAGE Worker's Canlpensati~n Surety Bo~ds: Board President Vice-Plesident Secretaff Office Manager Plant Manager Office Secretar~ Automobile Liability Prodtlct and Completed Operations-Aggregate Limit Genel'a~ Premises Liability Blanket Building and ContelltS NOTE8: WATER RATES The following represents water rates in force at December 3 I, 2003 

First 2,000 Gallons All Over 2,000 Gallons Per 1,000 Gallons 
Fhst 2,000 Gallons All Over 2,000 Gallons Per 1,000 Gallons 
10% of Water Charge Paid After Due Date NOTE 9: DEFINED CONTRIBUTION RETIREMENT PLAN 

COVERAGE AMOUNTS 

$12.50 $2.20 
$15.00 $220 

All fiIIl-finle employees participate in a defined contribution plan after oIle year of service, The District contributes 7.50 percent (7.50%) of each participant's gross pay. All amounts are vested immediately. The plan was not set-up to allow elnployee contributions to the plan, The covered payroll for the plan was $60,189. The District's total payloll for the salne period was $80295. Total contributions for the year ended December 3 I, 2003, were $4,513 or 7.50 percent (7.50%) of 



 SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA 
SCHEDULEOFEXPENSES DECEMBER3 
WATER EXPENSES Chenlicals Engineering Fees Depreciation Line Location Supplies Utilities Total Water Expenses GENERAL AND ADMINISTRATIVE EXPENSES Advertising Amortization Auto and Truck Expenses Bank Charges Directors' Fees Finance Charge - Credit Card Freight Insurance Legal and Accounting Office Operations Postage Printing Repail~ and Maintenance Retirement Salaries School and Training Taxes - Payroll Telephone ]'eta[ General and Administrative Expenses 

$ ~5,078 1,159 75,297 769 1,864 22,026 
$ 12.955 70,723 537 1,614 17.476 $ 116,243 $ 103,305 
877 622 3,244 637 3.915 

$ 155,816 $ 146,069 



 
SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS FOR THE YEAR ENDED DECEMBER 31, 2003 FEDERAL GRANTOR/PROGRAM OR CLUSTER TITLE DIRECT LOANS 

US. Department of Agriculture / Water and Wasle Loan and G~ant Program 
BASIS OF PRESENTATION 

FEDERAL FEDERAL EXPENDITURES CFDA NUMBER LOAN BALANCE 
0.760 $ 1.044.127 

Tile accompanying schedule o f expenditures of federal awards is presented in accordance with generally accpeted accoul~ting principles of the U.S. The infomlation of presented in accordance with the requiren e s of OMB Circular A-133 Auditx qf Statas, Local Governments, and Non-Profit OrganiTations 

20 



 SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF TIlE PARISll OF VERMILION, STATE OF LOUISIANA SCItEDULE OF FINDINGS AND QUESTIONED COSTS FOR THE YEAR ENDED IIECEMBER 31. 2003 
FINANCIAL STATEMENTS: I'ype of Auditors' Report Issued tnternal Control Over t:inancial Reporting: Material Weaknesses [denfified Reportable Conditions Identified Noncompliance Material to Financial Statements Noted FEDERAL AWARDS nternal Control Over Major Awards: Material Weaknesses Identified Reportable Conditions Identified Type of Auditors' Report Issued on Compliance for Major Programs Audit Findings Disclosed tbat are Required to be Reported in Accordance wilh Section I 0(a) of Circular A-133 Identil'ication of Major Programs: CFDA Nmnber 

Nolle None 

None None 

Name of Federal 0,760 Water and Waste Loan and Granl Program Dollar Threshold Used to Distinguish Between Type A and T}pe B Programs Auditee Qualified as Low Risk Auditee $ 300.000 No 



LANGLINAIS & BROUSSARD (A Corporation of Certified Public Ac~ountantsl 61en P. LangllnalIp C,P.A* Mlchlml P~ B~uJBard, C,P.A. sagla Falcon, c.P.A. Patrick /If. 6uldrg, C.P.A. Chip Cmntrell, C.P.A. I~en Benin, C.P.A., M.B.A. Chris KOhlenbmrg, I~.p.A., M,B.A., M.II.A A 
The Board of Commissioners Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana Abbevgle, Louisiana 
We have alldited tile component unit financial sta~enlents of the Southeast Waterworks District Number2, Parish of Ver~nilio~. State of Louislana (the District), a component unit of the Vermilion Parish Police )ury, as of and for tile yeats ended December 31, 2003 ~nd 2002 and have issued om report dlereon dated Januar3~ 15, 2004. We conducted our audit in accordance with genelally ~ccepted accounting principals of the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by tile Comptloller General of the United States COMPLIANCE As part of obtaining reasonable assul ance about whelher tile District's fillancial statements are fi'ee of inalcrial nllsslalcnlclll, we perfi~rmed tests of its compliance with certain plovigioliS of laws, legtdations, contracts and giants, noncon~pii,~nce with which could have a dilect and nl~lelial eflbcl on tile de(ernlillation el financial statement anloHuts. IIowevel, providing al] opinion on compliance with glose provisions was not an objective of our audik and accordit~g~y, we do ~ot express such a~ opinion. The results of our ~ests disclosed no instances of noncompllance that arc lequired to he tepol~ed under Goverulneul Auditing Standalds 
I~ pla1~l~b~g ~l~d pea'forming our audit, we considered the Y)istrict's internal control over finallcial reporting in order to determine oily attdlting procedures for the purpose oPe~pressing our ophlion on tile financial statemerlts alld not to provide assurance on the internal control over finarlcial leporting. Our consider~fon oflhe internal control over financlal rep~ll~ing would not necessarily disclose all matters it1 tl~e internal control over financial reporting that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of lhe hltel'nal control components does not reduce t9 a relatively low level the risk that raisstzte~nents ill amounts that would be material in relation to the geneIal purpose financial slalelnents being ~udlted may occul ~nd IIoI be detected within a timely period by en~ployees ill the IlOin181 course of performing 91eir ~ssigned functions. We noted no matters involvil~g the internal control over financial reporting and its operation that we consider to be material weaknesses. 

January 15,2004 

manageme~t, others withP~ the ies and pass-through endties and 
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LANGLINAIS & BRDUSSARD (A Corpcration of Certified PuNic Accountants) Glmn P. Langllnalm. C.P.A= Mlchaml P. Broummard. C.P.A= Eayla Falcon, C.P.A, patrick M. Guldry, ~.P.A. Chip Cantrmll. /~.P.A. Ken Bonln. C.P.A.. M.B.A. Ehrl~ Kohlealmr~, C.p.A., M.B=A.. fif.14.A A 
fhe Board of Commissionels Southeast Waterworks District Number 2 ortbe Parish of Vermillon, State of Louisiana Abbeville, Louisiana COMPLIANCE We Ilave ~udited tile compliance oftbe Southeast Waterwolks District Number 2, of the Parish of Vermilion (the District), a colnponenl unit of the Vern3ilion P~rish Police Jury, with the types of compliance requhements described in tile U. S, Oflqce of Management and Budget tOMB) Circular A-133 and the types of compliance requirements described hi the U S. Deparlmettt of Agriculture, OFfice of Inspector General (USDA-OIG) Rural Utilities Service Bnlletln 1780 30, Watel Programs Audit Guide and Compliance Supplement that are applicable to each of its ma.ior federal programs fol the years ended December 31, 2003 and 2002. Tile District's major federal programs are identi fled ill the sumnlary of audilol g restdts section of the accompanying schedule of findings and questioned costs. Compliance wilb tile leqniremelltS of laws, regulations, ~ontlacts and grants applicable to each of its maior federal programs is Ihe responsibilily of tile Distzict's management. Our responsibility is to express an opinion Oll the District's compliance based on our audit. We conducted our audit of complimlce in accordance with auditing standards generagy accepted in tile United States of America; the standards appIicable to financial audgs contained in Goverm,ent AuditiJN Sta,d.rds, issued by Ihe Complroller General or tile United States; OMB Circular A-133. Audits of ~ Local Governments and Non-Profil ~izatlons; and USDA-t)IG Rural Utilities Service Bulledn 1780-30. Those standards and OMB Circtdar A 133 require that we plan and pelfnrm tile audit to obtain reasonable assurance about whether noncompliance wilh the types of compliance requh'enlents referred to above that could have a direct and material effect on a major federal program occuNed All audit includes examining, on a test basis, evidence about the District's compliance with those requilements and pelforming snell o01er procedures as we considered necessary in tile circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does riot provide a legal determlnallon on the Distlict's compliance with those 
In our opinion, tile District, complied, in all material respecls, with the requirements referred 1o above that are applicable to each of its major federal proglams for tile yeals ended December 3 I, 2002 and 2001. 
Tile management of the District, is responsible for establisbing and nlaintalnlng effective internal control over compliance with requirements of laws, regulations, contracts and giants applicable to federal programs, hi planning and performing our audlb we considered the District's inlernal control over compliance with requirements that could have a direct and material effect on a maior federal proglam in order to determine our auditing procedures for tbe purpose of explessing our opinion on compliance and to test and report on the internal control over conlpllance ill accordance with OMB Circular A-133. 
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Our consideration of tile internal control over compliance would not necessalily disclose all matters in tile intelnal conhol (hal might be material weaknesses A ma~erial wea/,,~less is a condition in ~rllic~ tl~c design or oper~tlm~ of else or more of the i~lternal eontlot components does not reduce to a relatively low level tile dsk that notlcomptJanee wfih applicable reqnirenlents of'laws, regulations, contracts and grants that would be material in relation to a major federal program being audited may occur and ilot be detected within a timely period by enlployees ~n tile normal course of pel'lblRgilg fileh assigned ruBctiolls, We noted no matters involving tile internal control over compliance and its operation that we consicier to 
This repori is intended solely for the information and use of tile audit committee, management, olhers within the organization, the Legislative Auditor of̀the State of Louisiana, and federal awarding agencies and pass-through entiges and is not intended to be and should not be used by anyone other than these specified parties. 



LANGLINAIS & BROUSSARD (A Corporation of Certified Public Accountants mncha~n p. Broumi~rd, C.P.A. 
Southeast Waterworks District Number 2 of the Parish of Vernfi finn, State of Louisiana Abbeville, Louisiana 

Segla Falcan, C.P.A. Patrick/If. Euldrg, E.P.A. chip cantrell, c.P.A. Ken Bonln, e~.P.A., M.B.A. Chrlm Kohlenberg, C.P.A., M.B,A., M.II.A 

In planning and performing our audit of the general purpose financial statements of the Soutbeast Waterworks District Number 2, of the Parish of Vermdl,z~ (the Distlic~), ~ compt~el~ ul~t ~f t~'e Verr~ibon Pari~h P~licc ~ury, for the year ended December 31, 2003, we considered its internal control in order t~ de~ermine our auditing procedures for tile puqmse of expresshlg our opinion on the general purpose finat}cial statements and not to provide assurance on the internal control. However, we holed certain matters involvblg the internal control and its operation dlat we consider m be reportable cond0ions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to otu" attention relating to slgnificar~t deficiencies in Ihe design or operation of intelllal control thab in our judgment, could adversely affect the Dislrict's abil0y Io record, preJcess, summarize, at~d report financial data consistent with the asserfions oY nqanagcment hi tbe general pul~DSc financial statements, CASH MANAGEMENT We noted duling our analysis of cash and cash equivalents that the District invested in time certificates of deposit in financial insftu0ons that wele iio1 dondciled or bad a branch office in Ihe state of Louisiana, Ol federally or state chartered credit unions issuing time certificates of deposit. We noted that attempts were made to dispose of these investments as soon as the District was aware that they were in violation, However, the Distlict was lint able Io liquidate all Ihese investments plior to year end. State law does not allow these hlvestnlents and care should be laken by tile District to only authorize investments that qualify under the applicable State law. The report is intended for the infolmation of tbe Southeast Waterworks Distrlcl Number 2, of the Parish of Verndlion (the District), a component unit of tbe Verm0iOll Parish Police Jury, The Legislative Auditor of Ibe State of Lmdsiana, federal awmding agencies, and pass through entities and is not intended to be and sbould not be used 
Certified Public Accountants January 15, 2004 
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Commissioners Curnal Cessae - Chariman MarlY Benoil - Vice-Chairman Nelly Simon - Secretary/Treasurer David Greco - Member flint Dugus - Member 
Southeast Waterworks District No. 2 of Vermilion Parish 417 Trahan Street Abbeville, Louisiana 70510-8433 

PlantManager RickyJ. Simon Bookkeeper Connie ~ Sagrera 
Legislative Audit Advisory Council State of Louisiana P 0 Box 94397 Baton Rouge, LA 70804 
March 2, 2004 
The following letter is in response to your management ette k r your audit of our final statements as of December 31. 2003. Cash management: The District invested in time certificates of deposit in financial institutions that were not domiciled in the State of Louisiana. All these investments have been liquidated. In the future, care will be taken to invest in time certificates of&posit only with institutions allowable by state law. 
Curnal J Cessac Board Chairman Southeast Waterworks Distric~ 2 

Phone:337-892-1072 Quality on Tap!!! 


