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DARNALL, SIKES & FREDERICK (A CORPORATION OF CERT1HED PUBLIC ACCOUNTANTS) 

INDEP~NDENT AUDITOR'S REPORT 

The Board of Commissioners Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana Abbeville, Louisiana 
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We have audited the accompanying general purpose financial statements of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana (the District), a component unit of the Vermilion Parish Police Jury, as of and for the year ended December 31, 1996, as listed in the table of contents. These general purpose financial statements are the responsibility of the District's management. Our responsibility is to express an opinion on these general purpose financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards; Government Audltin~ Standards, issued by the Comptroller General of the United States and the provisions of Office of Management and Budget Circular A-12~, "Audits of State and Local Governments". ~hose standards m~d OM5 Circular A-I~S require that we plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement+ An audit includes examining, on a test basis, evidence supporting the amounts at~d w disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used and significant; estimates made by management, as well as evaluating the overall general purpose financial statement pre:;entation. ~e believe that our audit provides a reasonable basis for our opinion. In our opinion, the general purpose present fairly, in all material respects, Waterworks District Number 2 of the Parish financial statements referred to above the financial position of the Southeast of Vermilion, State of Louisiana, as of December 31, 1996, and the results of its operations and cash flows for the year then ended in conformity with generally accepted accounting principles. In accordance with Government Audltlnm Standards. we have also issued dated June i0, 1997, on our consideration of the District's internal structure and a report dated June I0, 1997, on its compliance with regulations. 

a report control laws and 
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Our audit: was conducted for the purpose of forming an opinion on the general purpose financial statements of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, taken as a whole. The accompanying financial information listed as "Other Supplementary Information" in the table of contents is presented for purposes of additional analysis and is not a required part of the general purpose financial statements of the Southeast Waterworks District NuJnber 2 of the Parish of Vermilion, State of Louisiana. Such information, except fo:~ the portion marked "Unaudited", on which we express no opinion, has been subjected to the auditing procedures applied in the audit of the general purpose financial statements and, in our opinion, is fairly stated in all material respects in relation to such general purpose financial statements taken as a whole. The financial information for ~le preceding year, which is included for comparative purposes, was taken from the financial report for that year in which we expressed an unqualified opinion on the financial statements of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana. 

Abbeville, Louisiana June i0. 1997 

Darnall, Sikes & Frederick A Corporation of Certified Public Accountants 



GENERAL PURPOSE FINANCIAL STATEMENTS 



ASSETS 

SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Proprietary Fund Type Utility Fund 

Current assets: Cash Accounts receivable [Federal grant receivable Total current assets 

Comparative Balance Sheets December 31, 1996 and 1995 

Restricted assets: Revenue bond sinking fund - Interest-bearing deposits Waterworks reserve fund - Interest-bearing deposits Waterworks contingency fund Interest-bearing deposits Security deposit fund o Interest-bearing deposits Total restricted assets Property, plant: and equipment: Property, plant and equipment at cost ' net of accumulated depreciation Intangible assets: Bond issue costs, net of cumulative u amortization (1996-$583) Organization costs, net of cumulative amortization (1996-$375) Total intangible assets Total assets 

__1996 1995 $ 30,520 25,026 __ 2,634 -- 58,180 
25,884 1,290 1.480 __ I, 299 29 863 

$ 30,116 406 743 436 859 

.__22,508,599 2,600,0(~ 
14.139 14.722 __ 2,125 2500 17,222 $2,612,906 $3,054,081 

The accompanying notes are an integral part of this statement 



LIABILITIES AND FUND EQUITY Liabilities: Current liabilities (payable from current assets) Accounts payable Payroll taxes Other current liabilities Current portion of long-term debt Accrued interest payable Construction contracts payable Total current liabilities (payable from current: assets) Current liabilities (payable from restricted assets) - Customer deposits Long-term liabilities - Revenue bonds payable Total liabilities Fund equity: Contributed capital - Waterworks district customers Federal grants Retained earnings Unresel~ed Total fund equity Total liabilities and fund equity 

8,662 2,065 6,400 3,901 22.809 
__.43,83Z 
790,099 ___835,136 
41,400 1,764,000 __L27,630) 1,777,770 $21612,906 

$ 623 
4!8,058 418 681 
794,000 1.212.68_I 
41,400 1.800.000 
1,841,400 $3,054,081 



 

SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Proprietary Fund Type Utility Fund Con~arative Statements of Revenues, Expenses and Changes in Retained Earnings For the Years Ended December 31. 1996 and 1995 
Operating revenues : Charges for services - Water sales Connection fees Total operating revenues Operating expenses: Water expenses General and administrative expenses Total. operating expenses Operating loss Nonoperating income (expenses) Interest income Miscellaneous income Refunds Interest expense Total nonoperating income (expenses) Net loss Add: Depreciation on fixed assets acquired by eapital grants externally restricted for capital acquisitions and construction that reduces contributed capital Decrease in retained earnings Retained earnings, beginning Retained earnings, ending 

1996 1995 
$139,978 6,191 1146,169 
82,337 70 344 _152,681 _ (6,512) 
1,524 62 (165) _C58,539) _(57,118) (63,630) 
_ 36,000 (27,630) 

$ 

$(27,630) 

The accompanying notes are an integral part of this statement 
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Net loss Adjustments to reconcile net loss to net cash provided by operating activities - Depreciation Amortization (Increase) decrease in grant receivables (Increase) in accounts receivable Increase in other current ]labilities Increase in accounts payable Increase in accrued liabilities Increase in customer deposit Increase (decrease) in construction contracts payable Total adjustments 

L(65,630) $ 
49, 404, (25, 7, 8, 22, 1. 

934 958 109 026) 842 662 809 200 1371,053) _ 99,435 

(406,743) 623 
418.058 Ii,938 Net cash provided by operating activities _.35,805 . 12,93~ CASH FLOWS FROM INVESTING ACTIVITIES: Purchase of property, plant and equipment Net cash (used) by investing activities CASH FLOWS FROM FINANCING ACTIVITIES: Proceeds from federal grants Proceeds from sale of revenue bonds Proceeds from connection charges Payment of bond issue and organizational costs Net cash provided by financing activities Net increase in cash Cash, beginning of period Cash, end of period 

_. (5,538) .(2,600,000) _ (5,538) .(2,600,00Q) 

30,267 
_ 30,I16 

1,800,000 794,000 41,400 (17,22.Z) 2618,178 30,116 
$ 60,383 $ 30,116 Supplemental disclosures of cash flow information: Cash paid during the year for: Interest $ 35,730 

The accompanying notes are an integral part of this statement 



 

SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERM]I~ON, STATE OF LOUISIANA Proprietary Fund Type Util~t~ Fund ~ Comparative Statements of Cash Flows For the Years Ended December 31, 1996 and ].995 

Reconciliation of cash flows to the balance per statement of cash sheet: Cash, beginning: Cash - unrestricted Interest-bearing deposits - unrestricted Interest-bearing deposits - restricted Total cash 
Cash, ending: Cash - unrestricted Interest-bearing deposits - unrestricted Interest-bearing deposits - restricted Total cash 

$ 30,116 
$ 30,116 $ 
$ 300 30,220 _.29,863 $ 60,383 

$ 30,116 
$ 30,116 



(i) 

SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Notes to Financial Statements 
Summary of Significant Accounting Policies The Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana (the District), which is a component unit of the Vermilion Parish Police Jury, was created urider the provisions of Louisiana Revised Statutes 33:3811, for the purpose of providing water to the rural areas of Vermilion Parish. The District is governed by a bosrd of commissioners composed of five members appointed by the Vermilion Parish Police Jury. The accounting and reporting policies of the District conform to generally accepted accounting principles as applicable t:o governments. Such accounting and reporting procedures also conform to the ~ndustry audit guide, Audits of State and Local Governmental Units The following is a summary of certain significant accounting policies A. Financial ReDortine Entity This report is comprised of a proprietary fund that is administered by the District's board of commissioners and controlled by the Vermilion Parish Police Jury. The accompanying financial statements present information only on the proprietary fund maintained by the District and do not present information on the Vermilion Parish Police Jury and the general governmental services provided by that governmental unit. B. bevelo~ent Sta~ As of March I, 1996 the District completed the construction of the waterworks system and operations commenced. For the year ended December 31, 1995, there were no income and/or expenses from operations to be reflected on the statement of revenues, expenses, and changes in retained earnings; therefore, there was no information presented fo~ comparative purposes. The District was considered to be a development stage enterprise at December 3[[, 1995. C. Fund A_Ac_q_counti__i~ The accounts of the District are organized on the basis of proprietary fund, of which there exists only an enterprise fund. Enterp:cise funds are used to account for operations (a) that are financed and operated in a manner similar to private business enterprises - where the intent of the governing body is that the costs (expenses, including depreciation) of providing goods or services to the general public on a continuing basis be financed or recovered primarily throu~] user charges; or (b) where the governing body has decided that periodic determination of revenues earned, expenses ~ncurred, and/or net income is appropriate for capital maintenance, puhlic pollcy, management control, accountability, or other purposes. 



 

SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Notes to Financial Statements 
D. Fixed Assets and LonE-Term liabilities The accounting and reporting treatment applied to the fixed assets and long-term liabilities associated with a fund are determined by its measurement focus. The proprietary fund will be accounted for on a cost of services or "capital maintenance" measurement focus, and all Bssets and liabilities (whether current or noneurrent) associated with its activities are included on its balance sheet. Depreciation of all exhaustible fixed assets used by the proprietary fund will be charged as an expense against its operations. Depreciation will be provided over the estimated useful lives of the assets using the straight-line method. ~~e estimated useful lives are as follows: Buildings Utility System and Improvements Equipment E. Basis of Aceountin~ 

50 25-50 5 years years years 
Basis of accounting refers to when revenues and expenses arc recognized in the accounts and reported in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the measurement focus applied. The proprietary fund is accounted for using the accrual basis of accounting whereby revenues are recognized when they are earned and expenses are recognized when incurred. F. Interest-Bearin~ Deposits %nterest-hearing deposits are stated at cost, which approximates market. All short-term investments that are highly liquid are considered to be cash equivalents. Cash equivalents are readily eonw~rt:ible to known amounts of cash, and at the date of purchase, they have a maturity date not longer than three months. C. Fund E__q u i tv Contributed capital is recorded in proprietary funds that have received capital grants or contributions from developers, customers or other funds. 

l0 



 
SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Notes to Financial Statements 

H. Capitalization of Interest E~>ense It is the policy of the District to capitalize material amounts of interest resulting from borrowings accounted for in the proprietary fund in the course of the construction of fixed assets. At December 31, 1996 and 1995, $-0- and $8,152 respectfully, was recorded as capitalized interest expense in the financial statements. I. Restricted Assets Certain proceeds of enterprise fund revenue bonds, as well as certain resources set asides for their repayment, are classified as restricted assets on the balance sheet because their use is limited by applicable bond covenants. ~e "Revenue Bond Sinking Fund" is used to set aside resources necessary to meet annual debt service requirements. The "Waterworks Reserve Fund" is used to segregate from operations, funds equal to five percent of' the original bond issuance. These funds serve to prevent the District from defaulting on debt service payments in the event of deficiencies in utility operations. The "Waterworks Contingency Fund" reports resources set aside to meet unexpected contingencies or to fund significant asset replacements or repairs. "Customer Deposits" represent advance deposits received from water customers which shall be either refunded upon termination of services or applied toward billings in arrears. J. Comparative Data Comparative total data for the prior year haw~ been presented in the accompanying financial statements in order to provide an understanding of changes in the District's financial position and operations. K. Use of Estimates The preparation of the financial statements in conformity with general accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of 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. L. Vacation and Sick Leave Employees of the District are entitled to a one week vacation. The earned days do not vest; therefore, no liability has been recorded in the accompanying financial statements. The District's policy is to recognize the cost of compensated absences when actually paid to the employees. 
11 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Notes to Financial Statements 
Cash and Interest-Bearinm Deposits 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 in the Union, or the laws of the United States. The District may invest in certificates and time deposits of the state banks organized unde~ Louisiana law and national banks having principal offices in Louisiana. At December 31, 1996, the District has cash and interest-bearing deposits (book balances) totaling $60,383 of which $29,863 is restricted cash. Demand deposits $60,383 
These deposits are stated at cost, which approximates market. Under state law, these deposits, (or the resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent. 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 bank. 3~ese securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. Deposit balances (bank balances) at December 31, 1996 were secured as follows: 
Bank balances 
Federal deposit insurance 

$61,662 
$61,662 Pledged securities includes uninsured or unregistered investments for which the securities are held by the broker or dealer, or by its trust department or agent, but not in the District's name. I~en though the pledged securities are considered uneol]ateralized, state law imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within I0 days of being notified by the District that the fiscal agent has failed to pay deposited funds upon demand. 
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SOUTHEAST WATERHORKS DISTRICT NUMBER 2 OF THE PARISH OF VERHII.ION, STATE OF LOUISIANA 

(3) Fixed Assets 
Notes to Financial Statements 

A summary of proprietary fund type property, plant and equipment at December 31. follows: Land Buildings Furniture, fixtures and equipment Construction in progress water system 
Less: Accumulated depreciation Total 

1996 $ 17,477 160.000 2,381,056 
2,558,533 49 934 $2,508,599 

1995 $ 17,477 160,000 2,004,465 ~ 418,058 2.600.000 
$2,600,000 

The following is a summary of the long-term debt of the District for the year ended December 31, 1996: 
Utility Revenue Bonds with interest payments due on May 12, 1996, and May 12 1997 and monthly installment of $3,644 d~rough May 12, 2035, payable at 4.5 percent per annum. Less : current-portion Long-term debt 

1996 
$794,000 3,901 $790,099 

The annual requirements to amortize all debts outstanding at December 31 1996, including interest payments of $936,747, are as follows: 
Year 1997 1998 1999 2000 2001 2002 & After Total 
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Total $ 61,242 43,734 43,734 43,734 43,734 __%,,494,569 $i,730,747 



(5) 

(6) 
(7) 

SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Notes to Financial Statements 
F]ow of Funds: Restrictions on Use - Utilltv Revenues Under the terms of the bond indenture on the $794,000, water utility revenue bonds dated May 12, 1996, all income and revenues (hereinafter referred to as revenue) of every nature, earned or derived from operations of the Water Utility System are pledged and dedicated to the retirement of said bonds and are to be set aside into the following special funds. Beginning in June, 1996, the District is required to set "Waterworks Revenue Bond and Interest Sinking Fund", an amount accumulate the amount needed to assure the prompt payment of and interest installments as they become due, and may be used payment. 

aside, into a sufficient to the principal only for such 
There shall also be set aside $183 monthly, into a "Waterworks Reserve Fund", beginning June, 1996, until the sum of $43,734 has been accumulated. Funds Contingency fund shall will also be set Fund" of $210 per be used to pay unforeseen catastrophes and depreciation of the system. 

aside into a "Waterworks Depreciation and month beginning June, ].996. Monies in this the major repairs due to damage caused by for replacements made necessary by tile 
All of the revenues received in any fiscal year, and not required to be paid into any of the above noted f%mds in such fiscal year, shall be regarded as surplus and may be used for an), lawful purpose. The Southeast Waterworks Dist:riet Number 2 of the Parish of Vermilion, State of Louisiana, was in cempl~ance with all significant limitations and restrictions in the bond indenture at December 31, 1996. 
Pendln~ Litigation There is no litigation pelting Number 2 of the Parish of Vermilion Contributed Canital 

against the Southeast Waterworks District State of Louisiana at December 31, 1996. 
Amounts contributed to enterprise funds for acquisition or construction of fixed assets are recognized as contributed capital. Contributed capital generated through grants externally restricted for capital acquisitions wi]] be amortized based on the depreciation recognized on that portion of the assets acquired or constructed from such grants. This amortization is closed to the appropriate contributed espital account and is reflected as an adjustment to net income on the Comparative Statementof Revenues, Expenses, and Changes in Retained Earnings. 

14 



(8) 
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(io) 

SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Notes to Financial Statements 
The sources of contributed capital facilities for the enterprise fund are as 
Contributed capital 
Cnmn~!n~At~on of Board Members 

used to acquire and construct follows 
$1,800,000 $41,400 $1,841,400 

no compensation during the year ended 
During the year ended December 31, 1995, the District entered into contracts to construct a water system with an estimated completion date of March.1996. Contract cost as of December 31, 1996 is as follows: Total Contract Cost , Water System $2,600,000 
Deficit Ret:ained Earnin~s 

Cost Incurred to Date $2,600,000 
Cost Paid to Date $2,600,000 

Contracts Payable 

The District had a deficit retained earnings balance of $36,672 as of December 3]., 1996. This deficit will be eliminated by future earnings. 

15 
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DARNALL, SIKES & FREDERICK (A CORPORATION OF CERTIFIED PUBLIC ACCOUNTANTS) 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF GENERAL PI~POSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
Board of Commissioners Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana ~beville. Louisiana 

lz~ k~ Sca*c~ard Lttayn,~. LA 7O~(~B {~1$) 2}z.3M2 z3l E LJ~ ̂~n~ (318) 4,74146 1201 ~,rash~ Avtn~ (S04) ~46264 4CM P~c Megrtt ~IL~LATOSIO <~18)S9~-5470 2on~Dr~e ~nsl AI~drULATI~01 (~18)445.5[~o4 
We have audited the general purpose financial statements of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana (the District), a component unit of the Vermilion Parish Police Jury, as of and for the },ear ended December 31, 1996, and have issued our report thereon dated June I0, 1.997. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Stal]0~rds, issued by the Comptroller General of the United States; and Office of Management and Budget Circular A-128, "Audits of State and Local Governments". Those standards and O~iB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. The management of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an ~nternal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of general purpose financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in a~ internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection o~ any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. In planning and performing our audit of the general purpose financial statements of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, for the year ended December 31, 1996, we obtained an understanding of the internal control structure. With respect to the internal control structure, we obtained an understanding of the design of relevant policies 

17 
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and procedures and whether they have bee~* placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the general purpose financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. We noted a certain matter involving the internal control structure and its operation that we consider to be a reportable condition under standards established by the American Institute of Certified P*~lic Accountants. Reportable conditions involve matters coming to our attention relating to the significant deficiencies in the design or operation of the internal control structure that, in our judgment, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the general purpose financial statements. Tnadeouate Semre~ation of Accounting Functions Finding Due to the small number of employees the District did not have adequate segregation of functions within the aceo%mting system. Recommendation Based upon the size of the operation and the cost-benefit of additional personnel, it may not be feasible to achieve complete segregation of duties. Response: No response is considered necessary A material weakness is a reportable condition in which the design or operation of one or more of" the specific internal control structure elements does not reduce to ~ relatively low level the risk that errors or irregularities in amounts that would be material in relation to the general purpose financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we believe the reportable condition described above is a material weakness This report is intended for the information of the District's Board of Commissioners and the Vermilion Parish Police Jury. However, this report is a matter of public record and its distribution is nat limited. 

Abbeville, Louisiana June I0. 1997 

Darnall, Sikes & Frederick A Col~,oration of Certified Public Accountants 
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DARNALL, SIKES & FREDERICK (A CORPORATION OF CERTIFIED PUBLIC ACCOUNTANTS) 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE BASED ON AN AUDIT OF GENF, RAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
Board of Commissioners Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana Abbeville, Louisiana 

125 k~ Bet urrlord IMayot t, L~ 70",~ (518) 2~2.5512 251 E Laurel A~n~ Zuni~, L* 70535 (5IS) 4574146 12Ol Brashz-~x Avcn~ stat~ Y,0I M~mm Or) LA 7o3,80 C,04 ) ~4 6 Z(,4 4o4 P*e ~ttturt Ab~ LA 76510 (~,le) eg~. ~,(?0 2Ot I ),t~c~h w Drh~ {~ i~) 44,, ,, ~,64 
We have audited the general purpose financial statements of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana (the District), a component unit of the Vermilion Parish Police Jury, as of and for the year ended December 31, 1996, and have issued our report thereon dated June I0, 19(.17. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards issued by the Comptroller Genera] of the United States; and Office of ManagemaTit and Budget Circular A-128, "Audits of State and Local Governments". Those standards and OMB CircuIar A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, is the responsibility of the District's management. As part of obtaining reosonable assurance about whether the financial statements are free of materia] misstatement, we performed tests of the District's compliance with certain previsions of laws, regulations, contracts, and grants. However, the objective of our audit of the general purpose financial statements was not to provide an opinion on overalL, compliance with such provisions. Accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government: AuditiDE Standards. This report is intended for the information of the District's Board of Commissioners and the Vermilion Parish Police Jury. Howew~r, this report is a matter of public record and its distribution is not limited. 

Abbeville, Louisiana June i0. 1997 
Damall, Sikes & Frederick A Corporation of Certified Public Accountants 
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DARNAI].~ SIKES & FREDERICK (A CORPORATION OF CERTIFIED PUBLIC ACCOUNTANTS) 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE USED IN ADMINISTRATING FEDERAL FINANCIAL ASSISTANCE PROGRAMS 

The Board of Commissioners Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana Abbeville. Louisiana 
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We have audited the general purpose financial statements of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana (the District), a component unit of the Vermilion Parish Police Jury, as of and for the year ended December 31, 1996, and have issued our report thereon dated June 10, 1997. We have also audited the compliance of the Southeast; Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, with requirements applicable to major federal financial assistance programs and have issued our report thereon dated June 10. 1997. We conducted our audits in accordance with generally accepted auditing standards; Government Auditing StandardS, issued by the Comptroller General of the United States; and Office of Management and Budget Circular A-128, "Audits of State and Local Governments". Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement and about whether the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, complied with laws and regulations, noncompliance with which would be material to a major federal financial assistance program. In planning and performing our audit for the year ended December 31, 1996, we considered the internal control structure of the District in order to determine our auditing procedures for the purpose of e~)ressing our opinion on the general purpose financial statements of the District, and on the compliance of the District with requirements applicable to major programs and to report on the internal control structure in accordance with OMB Circular A-128. This report addresses our consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal financial assistance programs. We have addressed internal control structure policies and procedures relevant to our audit of the general purpose financial statements in a separate report dated June I0. 1997. 
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The nlanagement of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal centrol structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not: absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of the general purpese financial statements in accordance with generally accepted accounting principles, and that federal financial assistance programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any internal control structure, errors, irregularities, or instances of noncompliance may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. For the purpose of this report, we have classified the significant internal control structure policies and procedures used in administering federal financial assistance pregrams in the following categories: AeeountiDg Receipts/Revenue Purehases~)isbursements Property, Plant: and Equipment Reporting 
Administrative Controls 

Genera] R Political Activity Civil Rights Cash Management Federal Financial Reports Allowable Cost/Cost Principles Drug Free Workplace Administrative Requirements 

Specific Requlr~ments Types of services allowed or unallowed Claims for advances and reimbursemants Reporting 
For all of the internal control structure categories listed above, we obtained an understanding of the design of relevant: policies and procedures and determined whether they have been placed in operation, and we assessed control risk. During the year ended December 31, 1996, the Southeast: Waterworks District Number 2 of the Parish of ~ermilion, State of Louisiana, expended 100% of its total federal financial assistance under major federal financial assistance programs. 

2]. 



 
We performed test of controls, as required by OMB Circular A-128, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that we have considered relevant to preventing or detecting material noncompliance with specific requirements, general requirements, and requirements governing claims for advances and reii~ursements that are applicable to the District's major federal financial assistance program, which is identified in the accompanying Schedule of Federal Financial Assistance. Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, we do not express such an opinion. We noted a certain matter involving the internal control structure and its operation that we consider to be a reportable condition under standards established by the American Institute of Certified P~)lic Accountants. Reportable conditions involve matters coming to our attention relating to the significant deficiencies in the design or operation of the internal centrol structure that, in our Judgment, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the general purpose financial statements. Inadeauate Se~relzation of Accountin~ Functions Finding Due to the small number of employees the District did not have adequate segregation of functions within the accounting system. Recommendation Based upon the size of the operation and the cost-benefit of additional personnel, it may not be feasible to achieve complete segregation of duties. Response: No response is considered necessary A material weakness is a reportable condition in which the design or operation of one or more of" the specific internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the general purpose financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control structure policies and procedures used in administering federal financial assistance program would not necessarily disclose all matters in the internal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we believe the reportable condition described above is a material weakness. This condition was considered in determining the nature, timing, and extent of the procedures to be performed in our audit of the compliance of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, with requirements applicable to it major federal financial assistance programs for the year ended Dece~)er 31, 1996, and this report does not affect our report thereon dated June I0. 1997. 
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This report is intended for the information of the District Commissioners and the Vermilion Parish Police Jury. However, this matter of public record and its distribution is not limited. 

Abbeville, Louisiana June i0. 1997 

Darnall, Sikes & Frederick 
's Board of report is a 

A Corporation of Certified Public Accounta*Lts 
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DARNALL, SIKES & FREDERICK (A CORPORATION OF CERTIFIED PUBL1C ACCOUNTANTS) 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAM 

The Board of Commissioners Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana Abbeville, Louisiana 
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We have audited the general purpose financial statements of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, a component unit of the Vermilion Parish Police Jury, as of and for the year ended December 31, 1996, and have issued our report thereon dated June 10, 1997. We have also audited the Southeast Waterworks District Number 2 of the Parish of Vermilion, Staue of Louisiana's compliance with the requirements governing types of services aliowed or unallowed; reporting; and claims for advances and reimbursements that are applicable to each of its major federal programs, which are identified in the accompanying Schedule of Federal Financial Assistance, for the year ended December 31, 1996. The management of the District is responsible for the District's compliance with those requirements. Our responsibi].ity is to express an opinion on compliance with those requirements based on our audit. We conducted our audit of eompllanee with those requirements in accordance with generally aecept~!d auditing standards; Government Auditing Standards, issued by the Comptroller General of the United States; and Office of Management and Budget Circular A-128, "Audits of State and l~cal Governments." Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about %~ether material noncompliance with the requirements referred to above occurred. An audit includes examining, on a test basis, evidence about the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana's compliance with those requirements. We believe that our audit provides a reasonable basis fo~ our opinion. The results of our audit procedures did not disclose any immaterial instances of noncompliance with the requirements referred to above. 
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In our opinion, the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, complied, in all material respects, with the specific requirements referred to in the second paragraph that are applicable to each of its major federal financial assistance programs for the year ended December 31, 1996. This report is intended for the information of the District's Board of Commissioners and the Vermilion Parish Police Jury. However, this report is a matter of public record and its distribution is not limited. 

Abbeville, Louisiana June I0, 1997 
Da1~tll, Sikes & Frederick A Corporation of Certified Public Accountants 
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DARNALL, SIKES & FREDERICK (A CORPORATION OF CERTIFIED PUBLIC ACCOUNTANTS) 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICABLE TO FEDERAL FINANCIAl, ASSISTANCE PROGRAMS 

The Board of Commissioners Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana Abbeville. Louisiana 
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We have audited the general purpose financial statements of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, a component unit of the Vermilion Parish Police Jury, as of and for the year ended December 31, 1996, and have issued our report thereon dated June I0, 1997. We have applied procedures to test the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana's compliance with the followJng requirements applicable to its federal financial assistance programs, which are identified in the Schedule of Federal Financial Assistance, for the year ended December 31. 1996: Political Activity Civil Rights Cash Management Federal Financial Reports Allowable Costs/Cost Principles Drug Free Workplace Administrative Requirements Our procedures were limited t:o the applicable procedures described in the Office of Management and Budget's "Compliance Supplement for Single Audits of State and Local Governments". Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louislana's compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. With respect to the items tested, the results el those procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of this report. With respect to items not tested, nothing came to our attention that caused us to believe that: the Southeast Watex~works District Number 2 of the Parish of Vermilion, State of Louisiana, had not complied, in all material respects, with those requirements. ~EM~ER OF AMERICAN INSTITUTE OF CERTIFIED PU~WC ACCCt I ] ~.r] A %'TS SOClE~ OP [O[IISIANA 2 6 CERTIFIED PUBLIC AC(Oi It'll ANTS 



 

This report is intended for the information of the District's Board of Commissioners and the Vermilion Parish Police Jury. However, this report is e matter of public record and its distribution is not limited. 

Abbeville, Louisiana June I0. 1997 
Dan~dl, Sikes & Frederick A Corporation of Certified Public Accountants 
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DARNALL, SIKE$ & FREDERICK (A CORPORATION OF CERTIFIED PUBLIC ACCOUNTANTS) 

INDEPENDENT AUDITOR'S REPORT ON SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE 

The Board of Commissioners Southeast Wate~~orks District Number 2 of the Parish of Vermilion, State of Louisiana Abbeville. Louisiana 
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We have audited the general purpose financial statements of the Southeast Waterworks District Number 2 of the Parish of Vermilion, State of Louisiana, a component unit of the Vermilion Parish Police Jury, as of and for the year ended December 31, 1996, and have issued our report thereon dated June i0, 1997. These general purpose financial statements are the responsibility of the District's management. Our responsibility is to express an opinion on these general purpose financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular A-128, "Audits of State and Local Governments". These standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whet~er the general purpose financial statements are free of material misstatement. An ~udit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. Our audit was conducted for the purpose of forming an opinion on the genera] purpose financial statements of the District, taken as a whole. The accompanying Schedule of Federal Financial Assistance is presented for purposes of additional analysis and is not a required part of the general purpose financial statements. 
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The information in that schedule has been subjected to the auditing procedures applied in the audit of the general purpose financial statements and, in our opinion, is fairly presented in all material respects in relation to the general purpose financial statements taken as a whole. 

Abbeville, Louisiana June i0. 1997 

DarTu~ll, Sikes & Frederick A Corporation of Certified Public Accountants 
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SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Schedule of Federal Financial Assistance For the Year Ended December 31. 1996 

United States Department of Agriculture Farmers Home Administration: Water and Disposal Systems for Rural Communities Water System 
Total 

Grant Funds ~arned/Expended 
10.418 $404.109 

* Denotes a major federal financial assistance program 
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$404,109 



OTHER SUPPI2~TARY INFOI~TION 
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Chemicals Salt Water testing Depreciation Salaries Supplies 

SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Proprietary Fund Type Utility Fund 

Total water expenses 

Schedule of Water Expenses For the Year Ended December 31, 1996 
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$ 4,992 2,827 1,145 49,934 18,400 5,039 $ 82,337 



 

Adw~rtising Amortization Auto & truck expense Bank charges Contract labor Consulting services Insurance Legal & accounting Licenses Line location fees Miscellaneous Office Postage Repairs & maintenance Salaries Taxes - payroll Telephone Utilities Total general and administrative expenses 
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$ 340 958 1,569 256 1,000 1,000 11,029 5,500 40 38 229 5,956 884 600 21,310 3,329 1,235 ~ 15,07] $70,344 



 

SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Proprietary Fund Type Utility Fund 

Water (metered) 

Schedule of Number of Utility Customers (Unaudited) December 31, 1996 

620 



 

SOUTHEAST WATERWORKS DISTRICT NUMBER 2 OF THE PARISH OF VERMILION, STATE OF LOUISIANA Schedule of Insurance in Force (Unaudited) December 31, 1996 
f Covera|,e Workmen's compensation - Surety bends - Position bonds : Board president Vice-Presldent Secretary General liability - Fire and li~Itning coverage on building 
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Coverage Amounts Statutory 
$ 50,000 $ 50,000 $ 50,000 
$500,000 


