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Performed  in A 

W e have audited the component unit financial statements of Caddo Parish Sewerage District No. 2 as of 
aud for th e year ended  June 30, 1996, and have issued  our report therezm dated September 9, 1996. 

W e conducted our audit in accordance w ith generally accepted  auditing standards and Government 
Auditing StwMards, issued by the Comptroller General of th e United  States. Those standards require that 
w e plan and perform the audit to obtain reasonable assurance about whether the component unit financial 
statem ents are free of material m isstatement. 

The m anagem ent of Caddo Parish Sewerage District No. 2 is responsible for establishing and maintaining 
an internal control structure. In fulfilling this responsibility, estimates and judgements by management 
are required to assess th e expected  benefits and related  costs of internal control structure policies and 

procedure,s. The objectives of an internal control structure are to provide management with reasonable, 
but not absolute, assurance th at assets are safeguarded against loss from unauthorized  use or disposition, 
anti that transactkms are executed in accordance with management's authorization and recorded  properly 
to perm it the preparation of financial statements in accordance with generally accepted  accouuting 
principles. Because of inherent lim itations in any internal control structure, errors or irregularities m ay 
nevertheless occur and not be detected . Also, projection of any evaluation of the structure to future 
periods is subject to the risk that proced ures may become inadequate because of changes in conditions 
or that the effectiveness of the design aud operation of policies and proced ures may deteriorate. 

In planning and performing our audit of the component unit financial statements of Caddo Parish 
Sewerage D istrict No. 2 for th e year ended  June 30, 1996, we obtained  an understanding of the internal 
control structure. W ith respect to the internal control structure, we obtained  an understanding of the 
design of relevant policies and proced ures and whether they have been placed  in operation, and we 
assessed control risk in order to determ ine our auditing proced ures for the purpose of expressing our 
opinion on the cxmlpouent unit financial statements aud not to provide an opinion on tile iutcrnal coutrol 
structnre. Accordingly, we do not express such an opinion. 

W e note*.l certain m atters involving the internal control structure and its operation that we consider to be 
repartable conditkm s under standards established  by th e American Institute of Certified Public 
A ccouutants. Reportable conditions involve matters com ing to our attentiou relating to significant 

deficiencies in the design or operation of the internal control structure that, in our judgement, could 
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adversely affect th e D istrict's ability to record, process, summarize and report financial data consistent 
w ith the assertions of m anagem ent in the financial statements. 

Condition - There is inadequate segregation of duties in the control structure over cash 
receipts, disbursements, and accounting for deposits with financial institutions. All functions 
are perform t~l by one individual. 

Criteria - Adequate control policies and procedures should include appropriate segregation 
of responsibilities considered to he incompatible. 

Cause - The condilion is due to econom ic lim itations on th e num ber of personnel employed  
by the D istrict. 

Effect - Not determ ined 

Reco m m endation - Given tile lim itations under which the District operates, fu ll segregation 
of duties is not possible. 

M anagem ent's response - Although we concur with th e finding, additional action is not 
econom ically feasible. 

A m aterial w eakness is a reportable condition in w hich th e design or operation of one or m ore of the 
inteirnal control structure elem ents does not red uce to a relatively low level the risk that errors or 
irregularities in amounts that would be material in relation to the financial statemenls being audited  may 
occnr and not be detected  within a tim ely period by employees in the normal course of performing their 
assigned  fi)nctions. 

Our consideration nfth e internal control sln)cture would not necessarily disclose all matters in the internal 
control structure that m ight be reportable conditions and, accordingly, would not necessarily disclose all 
reportable conditions that are also considered  to be material weaknesses as defined above. W e believe 
the condition noted above to be a material weakness, alth ough due to the limitation mentioned , no action 
was reconnllended . 

Thi~ report is intend~  for the information of the Board of Supervisors and the Legislative Auditor's 
Office of th e State of Louisiana. This restriction is not intended to limit the distribntion of this report, 
which, upon acceptance by the Board of Supervisors, is a m atter of public record. 
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CA D D O PARISH SEW ERAG E D ISTRICT N O . 2 

SC H ED IJLE O F PER D IEM  PAID TO BO A RD OF SU PERV ISO RS 

Board M em ber 

Raym ond E. D onelson 

M orris E. M organ 

Claude W oodruff 

Brad W ebb 

Terry Streetm an 

Total per diem paid 

FO R T HE Y EAR EN DED JU N E 30 1996 

M eetings Attended 
Regular .S/~ecial 

Compensated for 
Regular Special Total 

540 

240 

540 

180 

240 

240 

. 
1,980 

2 



 

Coverage 

G eneral liability 

RISH SEW ERAGE DISTRICT NO . 2 

ED 

Fire and extended coverage, vandalism and 

Fidelity bond on secretary-bookkeeper 

Computer instlrance 

JUNE 30, 1996 

UN AU DITED 

N FORCE 

589,330 

.~ 0S 000 

~_~q 648 
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995 
Governmental 
Fund Type 

D ebt 
Service 

62,830 
20,000 

Proprietary 
Fund Type 

Enterprise 

37,881 

23,030 
2,397 

083,774 
5,679 
729 

. 828.~ 9q0 _ ~_1153,490 

82,830 

_  82~830 

~. 82,83Q 

15,653 

15,653 

1,189,385 

(51,548) 
~ 137,837 

Account 
Group 
General 

Long-Term 
Debt 

82,830 

262 170 

345,000 

345,000 
345,000 

Total 

(Memo 
Only] 

37,881 
62,830 
20,000 
23,030 
2,397 

1,083,774 
5,679 
729 

82,830 

262 170 

. 
1,581,320 

15,653 

345,00_0 
360,653 

1,189,385 
82,830 
(51,548) 

1,220,667 

= L,1 1_53,_4y)0 _ 345,000 _L1 58!~32_0 
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September 9, 1996 

Conm liance Reoort Based on an Audit of Financial Statem ents 
n Accordance w ith Government Auditine Standard 

W e bare auditoJ fl~e coml'am ent unit financiaJ statem enls of Caddo Parish Sewerage District No. 2 as of 
and for the year ended  June 30, 1996, and have issued  our report thereon dated September 9, 1996. 

W e conducted  our attdit in accordance with generally accepted  auditing standards and Gow'rnment 
Auditing Stamlards, issued by the Comptroller General of th e United  States. Those standards require that 
we [;tan and per'~u-m the andlt to obtain reasonable assurance about whether the component unit financial 
statem ents are free of m aterial m isstatenm nt. 

Com pliance w ith laws, regulations, contracts, and grants applicable to Caddo Parish Sewerage D istrict 
No. 2 is the responsibility of th e District's management. As part of obtaining reasonable assurance about 
whether the component unit financiaI statements are free of material nlisstatement, we performed tests 
of Caddo Parish Sewerage D istrict No. 2's compliance w ith certain provisions of laws, regulations, 

contracts, and grants. However, the objective of our audit of the component unit financial statements was 
not to pro vide an opinkm on overall compliance with such provisions. Accordingly, we do not express 
snch all opinion. 

The restdts of our tests disclosed  no instances of noncompliance that are required  to be reported  under 
Governm ent Auditing Standards. 

This report is intended  for the information of the Board of Supervisors and the Legislative Auditor's 
Office of the State of Louisiana. This restriction is not intended  to limit the distributkm of this report 
which, upon acceptance by the Board of Supervisors, is a matter of public record. 
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CAD DO PARISH SEW ERAGE D ISTRICT NO . 2 

BAI.ANCE SHEETS-ALL FUND TYPES AND ACCOUNT GROUP 

ASSETS AN D OTH ER DEBITS 

U NE 30. 1996 AND 1995 

Cash and cash equivalents:-Note 6 
M aintenance and operating account 
General obligation bond sinking account 

Certificate of deposit-Note 6 
Accounts receivable 
Prepaid expenses 
Property, plant and equipment-Note 3 
Bond issue costs-Note 4 
Organizational and incidental costs 
Amount available in debt service fund 
Amount to be provided for retirement of 
bonded indebtedness from ad valorem 
taxes 

Total assets and other debits 

AB ILITIES AN D FU ND EOU1TY 

Liabilities: 
Accounts payable 
General obligation bonds payable- 
N ote 4 

Total liabilities 

Fn~  e u_qu~ : 
Contribu'dons from other funds 
Fund balance, unreserved 
Accum ulated deficit-Note 5 

Total fund equity 

Total liabilities and fund equity 

996 
Governmental 
Fund__Type 

Proprietary 

Fund Typ ~ 

Debt 
ServicL  Enterprise 

59,724 
40,000 

93,302 

18,280 
3,383 

1,029,328 
5,247 
592 

99,724 

99 724 

13,260 

13,260 

1,189,385 

(52.513) 
1,136,872 

Account 

. .Group 
General 

Long-Term 

Debt 
(Memo 
Only) 

93,302 
59,724 
40,000 
18,280 
3,383 

1,029,328 
5,247 
592 

100,238 100,238 

229,76 _2 229 7~ 62 

330 000 1 579 856 

330.000 
330,000 

13,260 

330,000 
343,260 

1,189,385 
99,724 

(52,513) 
1,236,596 

The accompanying notes are an integral part of th ese financial statements 
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Sum m ary of Sienificant Accountin~ Policies 

B. Fixed Assets and Long-Term Liabilities 

(Continued) 

Long-term liabilities expected to be financed  from governm ent funds are accounted for in 
the General Long-Term Debt Account Group, not in th e governmental funds. 

This accoont group is not a fund. It is concerned only with the m easurement of financial 
position. It is not involved with measurement of results of operations. 

Because of th eir spending measurement focus, expenditure recognition for governmental fund 
types is limited to exclude amounts represented  by noncurrent liabilities. Since th ey do not 
affect net current assets, such long-term amounts are not recognized as governmental fund 
type expenditures or fund liabilities. They are instead reported as liabilities in the General 
Long-Tern~ D ebt Account Group. 

All proprietary funds are accounted for on a cost of services or "capital maintenance" 

measurement focus. This means that all assets and all liabilities (whether current or 
noncurrent) associated with their activity are included on their balance sheets. Their 
reported f~nd equity (net total assets) is segregated into contributed capital and retained 
earnings components. Proprietary fund type operating statem ents present increases 

(revenues) and decreases (expenses) in net total assets, 

All fixed a.~sets are stated  at historical cost. Depreciation of all exhaustible fixed  assets used  
by proprietary funds is charged as an expense against their operations. Accutrm lated  
depreciation is rel~~rted  on proprietary fund balance sheets. Depreciation has been provided  
over tbe es timated useful lives using th e straight-line method. The estimated useful lives by 
type of asset are as follows: 

Treatm ent and disposal plant 
Sewer collection system 
Equipment 
Office furniture and fixtures 

C. Basis of Accuunting 

20-50 years 
10-50 years 
5-15 years 
15 years 

Basis ot" accounting refers to when revenues and expenditures or expenses are recognized  in 
the accounts and reported in the financial statements. Basis of accounting relates to the 
tim ing of the m easurem ents m ade, regardless of th e m easurem ent focus applied . 

A ll governmental funds are accounted  for using the modified  accrual basis of accounting. 
Their revenues are recognized  when th ey beco me m easurable and available as net current 
assets. Taxpayer assessed  income is considered  "m easurable" when in the hands of 
interm ed iary collecting governments and is recognized  as revenue at that time. 

Expenditure,~ are generally recoguized  under th e modified  accrual basis of accounting when 
the related  fired liability is incurred . Exceptions to th is general rule include principal and 
interest ou general Inng-tcrm debt which is recognized  when due. 

A ll proprictary funds are accounted  for using the accrual basis of accounting. Their 
revenues are. rec(~gnized  when they are earned , and their expenses are recognized  when th ey 
are incurred. 



3. Property Plant and Equipment (Continued) 

Sewerage collection system 
Treatm ent and disposal plant 
Equipm ent 

Less-accum ulated depreciation 

Real estate and right-of-ways 

June 30, 
1996 

446,830 
1,143,600 

18,879 
1,611,224 
638 148 
973,076 
56,252 

~ 9,328 

June 30, 
1995 

446,830 
1,143,600 

27,808 
1,620,959 
593,437 

1,027,522 
56,252 

_1~083,774 

The treatment and disposal plant was upgraded during 1993 at an approximate cost of $754,000 
including capitalized  interest of $58,472. 

General Obligation Bonds 
On M ay 26, 1989, the District sold $390,000 of general obligation bonds dated  M ay 1, 1989 at par 
value for the pnrpose of upgrading the present sewerage facilities. Principal m aturities range fiom 
$10,000 to $40,000 annually, together with interest at rates ranging from 7.6% to 11.0% . Debt 
service payments, including interest of $209,936, are as follows for the years ending June 30: 

1997 
1998 
1999 
2000 
2001 
Therea~er 
q~ tal debt service rem aining, including interest 

40,767 
39,628 
43,480 
41,940 
40,400 
333,721 
539 9,936~6 

"l'he bonds are secnred by ad valorem taxes to be imposed and collected  annually in excess of all 

other taxes on all of the property subject to taxatkm within the territorial limits of Caddo Parish 
.Sewerage D istrict No. 2 under the constitution and laws of Lotfisiana

, sufficient in amount to pay 
'the principal and the interest thereon as they severally mature. 

The cost incurred in issuing the bonds is being amortized  on a straight-line basis over a period of 
'
.20 years, the estim ated life of these bonds. 

The follow ing is a summary of bond transactions of the District for the years ended  Jtme 30
, 1996 

and 1995: 

Bonds payable at June 30, 1994 
Bonds retired  
Bonds payable at Jtme 30, 1995 
Bonds retired  
Bonds payable at June 30, 1996 

355,000 

__  10,000 
345,000 

_ _  15,000 
330.000 

5. A ccum nlated  D eficit 

The Enterprise Ftmd had acctunulated deficits of $52,513 and $51,548 at June 30, 1996 and 1995, 
~espectively. M anagement intends to elim inate the existing accumulated  deficit through increased 
levenue frorn ad valorenl taxes. 
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The Board of Supervisors 
Caddo Parish Sewerage D istrict No. 2 
Caddo Parish, Louisiana 

September 9, 1996 

ndeoendent Auditor's Renort 
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s. BEBa'ON Ilr~ R/), C. P. A, f1985~ 
EDWARD 14. ATELNSON, C. P. A,(1981 
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W e have audited the component unit financial statements of Caddo Parish Sewerage D istrict No. 2, a 
component unit of the Parish of Caddo, Louisiana as of.lune 30, 1996 and 1995, and for the years th en 
ended, as listed in the table of contents. These component unit financial statements are th e responsibility 
of the D istrict's management. Our res ponsibility is to expres s an opinion on thes e component unit 
financial statements bas ed on our audit. 

W e conducted  our audits in accordance with generally accepted  auditing standards and Govermnent 
Auditing Standards, issued by th e Comptroller General of the United States . Th ose standards require that 
we plan and perform th e audits to obtain reasonable assurance about whether th e com ponent unit financial 
statem ents are free of m aterial m isstatem ent. A n audit includes exam ining, on a tes t basis, evidence 
supporting the am ounts an d disclosures in the component unit financial statements. An audit also includes 
assessing th e accounting principles used  and significant es timates made by management, as well as 
evaluating th e overall compo nent unit finan cial statement pres entation. W e believe th at our audits provide 
a reasonable basis for our opinion. 

In our opinion, the component unit financial statements referred to above present fairly, in all material 
respects, th e financial position of Caddo Parish Sewerage D istrict No. 2 as of June 30, 1996 and 1995, 
and the results of its operations and cas h flows of its proprietar y fund for th e years then ended , in 
conform ity with generally accepted  accounting principles . 

In accordance with Government Auditing Standards, we have also issued  a report dated  September 9, 
1996 on our consideration of th e District's internal control structure, and a report dated September 9, 
1996 on its compliance with laws and regulations. 

Our audit was m ade for the purpose of forming an opinion on th e component unit financial statem ents 
taken as a whole. The supplem entary information listed  in the table of contents is presented  for purposes 
of additional analysis and is not a required part of th e component unit financial statements of Caddo 
Parish Sewerage District No. 2. Such information, with th e exception of the schedule of insurance in 
force at June 30, 1996, on which we express no opinion, has been subjected to the auditing proced ures 
applied in the audit of the component unit financial statements and, in our opinion, is fairly stated  in all 
material respects in relation to th e component unit financial statements taken as a whole. 



Sum m ary of Sienificant A ccountin~ Policie 

D . Cash and Cash Equivalents 

(Continued) 

Cash and cash equivalents includes all cash on deposit with m aturities of three m onths or 
less. 

E. Capitalization of Construction Period IntereSt 

The am ount of interest cost capitalized is equal to the average amount of accum ulated  
expenditures multiplied by the average interest rate on th e general obligation bonds 
outstanding for the period during which construction occurs. 

F. Com parative D ata 

Com parative data for the prior year has been presented in th e accompanying financial 
statements in order to provide an understanding of changes on the District's financial 
position and operations. 

G . Tolal Colunm s on Com hlned Statem ents 

Total cxflum ns on th e Combined Statem ents arc captioned  "M emo Only" to indicate that they 
are presented only to facilitate financial analysis. Data in these columns do not pres ent 
financial position in conform ity with generally accepted accounting principles. Neither is 
such data com parable to a consolidation. Interfund elim inations have not been m ade in th e 
aggregation of this data. 

A d V alnrem Taxes 
Ad valorem taxes are recorded  as received . Such taxes are levied  by the D istrict in Nnvember of 
each calendar year and are due by D ecember 31 of that year on th e assessed  valuation of property 
located within the D istrict's boundaries. }lence, even though taxes for January 1 through June 30 
are measurable as of June 30, they do not meet the "availability" criteria for accrual since they are 
not due w ithin 60 days of the D istrict's fiscal year-end. Accordingly, such taxes are not recorded  
nntil received. 

l)uring tile year ended  June 30, 1996, ad valorem taxes received  were based  on the December 31, 
1995 net taxable value of $2,522,130. The total millage rate for the calendar year 1995 was 46.25 
m ills which consisted  of 22.25 mills for maintenance and operating and 24.00 m ills for paying th e 
principal and interest on general obligation bonds. 

During th e year ended  June 30, 1995, ad valorem taxes received  were based  on the December 31, 
1994 net taxable value of $2,513,210. The total millage rate for the calendar year 1994 was 46.25 
m ills which consisted  of 22.25 m ills for m aintenance and operating and 24.00 m ills fur paying the 
principal and interest on general obligation bonds. 

3. 1 m nertv_ llant and Em dnme 
The following is a sum mary of property, plant and equipment accounts and related  accunm lated  
depreciation: 

Office furniture and fixtures 

June 30, 
1996 

1,915 

June 30, 
1995 

2,721 



Revenues: 
Ad valorem taxes-Note 2 
Interest 

Total revenues 

~ ,enditures: 
Principal 
Interest and fiscal charges 

Total expenditures 

Excess of revenne over expenditures 

Fund balance-betfinnine of vear 

nd balance-end ~f yea 

1996 1995 

56,810 

. 2,832 
59,642 

15,000 
27,748 

_ _42,748 

16,894 

. 82,830 

99,724 

The accompanying notes are an integral part of these financial statements 

57,195 
1,692 

58,887 

10,000 
28,840 
38,840 

20,047 

62~783 



CADI)O PARISH SEW ERAGE DISTRICT NO . 2 

NOTES TO FINANCIAL STATEM ENTS 

U NE 30. 1996 AND 1995 

Sum m ary of Significant Accountin~ Policies 
The accounting and reporting policies of Caddo Parish Sewerage District No. 2 ("the District") 
conform to generally accepted accounting principles as applicable to local governments. Such 
accounting and reporting procedures also co nform to the requirements of Louisiana Revised  Statutes 
and to file guides set forth in the .Louisiana Governmental Audit Guide, and to the Audits of State 
and Local Governmental U nits. 

The follow ing is a sum m ary of certain significant accounting policies 

A . Financial Reporting Enlity 

The District is a component unit of the Parish of Caddo, Louisiana. The financial statements 
include all funds and th e account group which are controlled  by or dependent on the 
D istrict's Board of Supervisors. Control by or dependence on the D istrict was determ ined 
on th e basis of taxing authority, authority to issue debt, election or appointment of governing 
body, and other general oversight responsibility. 

Fund Accounting 

The acco unts of th e D istrict are organized on the basis of funds and an account group, each 
of w hich is considered a separate accounting entity. The operations of each fund are 
accounted  for w ith a separate set of self-balancing accounts that com prise its assets, 
liabilities, fired equity, revenues, and expenditures, or expenses, as appropriate. 
Government resources are allocated  to and accounted for in individual funds based upon the 
purposes for which they are to be spent and the means by which spending activities are 
controlled . The various funds are grouped , in the financial statements in this report, into 
two generic fund types and two broad fund categories as follows: 

G overnm ental Funds 

D ebt Service Funds-Debt Service Funds are used to account for tbe accumulation of 
resources for, and the payment of, general long-term debt principal, interest, and related  
costs. 

Proprielary Funds 

Enterprise Funds-Enterprise Funds are used to account for operations (a) that are financed 
and operated  in a m anner sim ilar to private business enterprises where the intent of the 

governing body is that the costs (expenses, including depreciation) of providing goods or 
services to the general public on a continuing basis be financed  or recovered  primarily 

through user charges; or (b) where the gnverning body has decided that periodic 
delerlnination of revenues earned, expenses incurred , and/or net income is appropriate for 
capital m aintenance, public policy, management control, accountability, or other purposes. 



PA D ISTRICT N 

A ASH FLOW S-I'ROPRIETARY FU ND 

ash flows from operating activities: 
Loss from operations 

Adjustments to reconcile loss from operations to 
net cash (used) by operating activities: 
D epreciation and am ortization 
Changes in assets and liabilities: 
Receivables: 
A ccounts 
Prepaid expenses 
Accounts payable 
O ther 

Net cash (used ) by operating activities 

E 

ash flows from nonca~ital _financing activities: 
Taxes collected 
State revenue sharing 

Net cash provided by noncapital financing activities 

RPRISE) 

1996 1995 

(60,974) ~1,720) 

54,973 55,240 

4,750 

(986) 
(2,393) 

42 
(4,588) 

52,669 
3,849 
56,518 

3,49_1 

55,421 

37,881 

99 3 3o2 

The accompanying notes are an integral part of these financial statements 

(27,490) 

52,853 
3,904 
56,757 

906 

30,173 

.~7708 

373Z,~288 I 



AGE D 

M ENTS O F 

Q~erating revenues 
Sew erage fees 

O p_erati n g expenses 

P P 

ENDED JUNE 30, 1996 AN 

Accounting and auditing fees 
A m ortization of bond issue costs 
A m ortization of organizational and incidental costs 
A ttorney fees 
Board of supervisors' fees 
Contract labor 
D epreciation 
Insurance 
Laboratory fees 
Legal advertising 
M  iscellanexm s 
O ffice supplies 
Payroll taxes 
Plant supplies 
Repairs and m aintenance 
Salaries 
Sewerage billing fees 
Treatm ent plant operation contract 
Utilities 

Total operating expenses 

1.oss fro m operations 

on~qlerallng_ revelries: 
A d valorem taxes-Note 2 
State revenue sharing 
Interest 

Total nonoperatlng revenues 

Net income (loss) 

deficit-beeinn 

A cct:m ulated deficit-end of 

1996 1995 

104,947 96,474 

4,300 
432 
137 
805 

1,980 
25,584 
54,404 
4,117 
2,078 

222 
438 
459 

4,786 
29,015 
6,000 
17,533 

87 
. 13,544 
165,92/ 

4,065 
432 
137 

2,707 
3,000 
25,584 
54,671 
4,608 
1,418 

12 
135 
631 
459 

4,744 
12,139 
6,000 
13,523 

1_L3%3929 
!48,194 

(60,974) (51,720) 

52,669 
3,849 
3,49 I 
60,00_9 

(965) 

~ ) 

The accompanying notes are an integral part of these financial statem ents 

52,853 
3,904 
906 

55y~7663 

5,943 

(57,491) 

~5L548) 


