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BROUSSARD & COMPANY, APC CEZRTII:IED PUBLIC ACCOUNTANTS 

Independent Auditor's Report 
Board of Commissioners Waterworks District No. ii of Ward 4 of Calcasieu Parish, Louisiana Sulphur, Louisiana 
We have audited the accompanying financial statements of Waterworks District i~ of Wards 4 and 7 of Calcasieu Parish, Louisiana, as of and for the years ended June 30, ]997 and 1996, as listed in the table of contents. These financial statements are the responsibility of the District's management. Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with generally accepted auditing standards and Government Auditing Standards issued by the Comptroller General of the United Sta~es. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basist evidence supporting the amounts and disclosures in the 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 audits provide a reasonable basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Waterworks District ii of Wards 4 and 7 of Calcas~eu Parish, Louisiana at June 30, 1997 and 1996, and the results of its operations and its cash flows for the years then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued a report dated October 7, 1997, on our consideration of Waterworks District ii of Wards 4 and 7 of Calcasieu Parish, Louisiana's internal control structure and a report dated October 7, 1997, on its compliance with laws and regulations. 
Sulphur, Louisiana October 7, 1997 /gho 
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ASSETS 

WATERWORKS DISTRICT NO. ll OF WARDS 4 AND 7 OF CALCASIEU PARISH, LOUISIANA Sulphur, Louisiana 
Combined Balance Sheet - All Fund Types and Account Group June 30, 1997 (With Comparative Totals for June 30, 1996) 

Cash and cash equivalents Investments - Certificates of Deposit Receivables (net of allowances for uncollectibles of $3,105 for 1997 and $3,056 for 1996): Water sales Unbilled water sales Taxes Other Prepaid expense Inventory, at cost Due from Enterprise Fund Restricted assets: Cash and cash equiw~lents Investments - Certificates of Deposit Deferred compensation benefits Property, plant and equipment: Plant and distribu- tion system Furniture, fixt%ires and equipment Less allowance for depreciation Construction in progress Land and right of ways Amount available in debt service fund Amount to be provided for retirement of general long-term debt 

Governmental ._ Fctn_d Type Proprietary Fund _Ty~e _ Account Group General Debt Long-Term Service Enterprise Debt Totals - (Memorandum Onl~.] 1997 1996 
63,897 $ 85,000 $ $ 148,897 $ iE7,07] 156,225 

3,865 
16,787 

TOTAL ASSETS $ 240,774 

37,597 14,002 3,865 1,217 2,464 
72,197 
94,329 18,662 
2,714,990 63,513 ( 533,729) 
18,967 

156,225 148,78] 
37,597 45,243 14,002 7,730 1,217 2,464 16,787 

]2,82] 174 6,934 1,884 4,927 
72,197 59,983 
94,329 18,662 90,264 ?0.759 
2,714,990 2,614,719 53,513 47,]74 ( 533,729) 
18,967 240,774 240,774 
19,226 3,083.848 

( 4(,1,094 4,484 18,967 22[.837 
__~9=163 $3.=b_~o_o~{!~..P_%% Continued 2 



WATERWORKS DISTRICT NO. ll OF WARDS 4 AND 7 OF CALCASIEU PARISH, LOUISIANA Sulphur, l.ouisiana 
Combined Balance Sheet - All Fund Types and Account Group (Continued) June 30, 1997 (With Comparative Totals for June 30, 1996) 

LIABILITIES AND FUND EQUITY Liabilities: Accounts payable Payroll taxes and retirement payable Sales tax payable Payable from restricted assets: Current portion of ]cevenue bonds Accrued interest Refundable customer deposits Deferred compen- sation liability General obligation bonds payable Revenue bonds payable Due to Police Jury Due to debt service Total liabilities 

Governmental Fund Type Proprietary Fund .T_YI~._ Account Group General Debt Long-Term Service EnterIl~s~ ___ Debt 

Fund equity: Contributed capital Retained earnings (deficit): Reserved for revenue bond retirement Unreserved Fund balance: Reserved for debt service ___240,774 Total retained 

Totals - (Memorandum OnlyJ 1997 19~i 
5,607 $ 
8,429 1,314 
34,328 497 36,250 ]8,662 
1,352,686 4,967 

5,607 $ 
8,429 1,314 
34,328 497 36,250 - 18,662 260,000 260,000 1,352,686 4,967 

9,269 
2,394 3,43] 
32,224 2,289 23,130 ~(),V59 2"5.000 1,3}16,596 6.967 

867,678 
95,451 140,418 

earnings/ fund balance ____240,774 _~31Q~547 

867,678 891,382 
95,451 140,418 82,604 93.209 
240,774 2::I0,837 I_~_L_344,321 . 3,2~!8~.Q~.2 TOTAL LIABILITIES AND FUND EQUITY $___.240,774 $ ~58[~O74 $=_ 260,000 $ 3LO0~ $__~305~!,Q~I 

The accompanying notes are an integral part Of the financial statements 3 



WATERWORKS DISTRICT NO. ii OF WARDS 4 AND 7 OF CALCASIEU PARISH, LOUISIANA Sulphur, Louisiana Debt Service Fund 
Statement of Revenues, Expenditures, and Changes in Fund Balance For the Years Ended June 30, 

Revenues: Ad valorem taxes - sinking fund Interest Total Revenues Expenditures: IrLterest and fiscal charges Principal retirement Total Expenditures 

1997 1996 49,653 8,493 58,146 23,209 15,00_~0 38,20__99 Excess of Revenues Over Expenditures 19,937 Fund Balance at Beginning of Period Fund Balance at End of Period 220,83/7 $ 240774 

50,01S 8,985 59,003 
24,543 15,00Q0 39,54_/3 19,460 __201,377_ 

The accompanying notes are an integral part of the financial statements. 4 



WATERWORKS DISTRICT NO. 11 OF WARDS 4 OF CALCASIEU PARISH, LOUISIANA Sulphur, Louisiana Enterprise Fund 
Statement of Revenues, Expenses, For the Years 

OPERATING REVENUES Water sales Tap fees Total Operating Revenues OPEI~TING EXPENSES Salaries Meter reading Insurance Legal and professional Office supplies and postage Plant supplies Repairs and maintenance Truck expense Utilities Winter purchases Payroll taxes Depreciation Bank charges Dues and fees Retirement expense Equipment rental Commissioner per diem Bad debt expense Miscellaneous Total Operating Expenses INCOME FROM OPERATIONS NON-OPERATING REVENUES (EXPENSES) Ad valorem taxes - maintenance Interest income Other income 

and Changes in Retained Earnings Ended June 30, 

Interest expense Total Non-Operating Revenues (Expenses Net Income Ad s e e 

1997 1996 $ 389,272 20,005 409,27_/7 
90,612 7,045 21,528 8,072 8,659 47,702 5,105 4,161 17,791 14,292 8,823 72,146 729 928 2,388 1,754 3,460 2,088 2,508 319,79l 

$ 371,990 __ 19,262 __.391,252 
88,693 17,035 7,234 8,7]5 32,887 13,193 6,189 14,793 15,765 6,768 69,659 683 968 3,665 1,223 2,980 644 __ 2m2Q~ __ 293,299 89,486 -- 97,953 

29,562 8,486 1,621 ( 92,803) ( 53,134) 36,352 
26,000 6,631 1,879 /_ 94,682 /_ 60,]72 37,781 ent year's depreciation on fixed acquired by funds externally cted for construction that s contributed capital 23,704 __ 23,704 Increase in Retained Earnings Retained Earnings at Beginning of Year Retained Earnings at End of Year 

60,056 175,813 $23_!~586~ 
61,485 114,328 $__ 175,813 

The accompanying notes are an integral part of the financial statements 



WATERWORKS DISTRICT NO. 11 OF WARDS 4 AND 7 OF CALCASIEU PARISH, LOUISIANA Sulphur, Louisiana EnterprisE! Fund 
Statement of (!ash Flows For the Years Ended June 30, 
Increase (Decrease) in Cash 

CASH FLOWS FROM OPE~%TING ACTIVITIES: Income from operations Adjustments to reconcile net income to net cash provided by operating activities: Depreciation Provision for bad debts Decrease (increase) in accounts receivable (Increase) decrease in prepaid expense Decreas~ (increase) in inventory Increase in due from debt service 
CASH FLOWS FROM INVESTING ACTIVITIES: Increase in investments - certificates of depo~Lit Interest earned Net Cash Provided (Used) for Investing Activities CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES: Capital expenditures Principal payments on revenue bonds Ad valorem taxes Interest expense Other Net Cash Provided (Used) by Capital and Related Financing Activities Net Increase (Decrease) in Cash Cash and Cash Equivalents at Beginning of Year Cash and Cash EquivaIents at End of Year 
Cash and Cash Equivalents Comprised of: Unrestricted Restricted 

1997 1996 $ 89,486 $ 97,953 
72,146 2,088 6,416 667 2,463 16,787 464 190,517 
( 4,065) 8,486 4,421 
( i02,964) ( 31,806) 29,562 ( 92,803) 1,775 ( 196,236) ( 1,298) 
158,495 $ 157,1~ 
$ 85,000 72,197 $ 157 197 

69,659 644 15,155 2,751 4,927 
( 12,316 138,609 
( 3,956 6,631 2,675 

( 119,878 21,406 
137,089 

$ 98,512 59,983 $ 158,49S 
The accompanyinq notes are an integral part of the financial statements 6 



WATERWORKS DISTRICT NO. ii OF WARDS 4 AND 7 OF CALCASIEU PARISH, LOUISIANA Sulphur, Louisiana 
Notes to Financial Statements June 30, 1997 and 1996 

NOtE i - Summary of Significant Account ng__Policies The accounting policies of Waterworks District NO. Ii of Wards 4 and 7 of Calcasieu Parish, Louisiana, conform to generally accept accounting principles as applicable to governmental units. Su accounting and reporting procedures also conform to the requirements Louisiana Revised Statutes 24:517 and to the guides set forth in t Louisiana Municipal Audit and Accountinq Guide, and to the indust audit guide, Audits of State and Local Governmental Units. T following is a summary of the more significant policies: A. Financial Reporting Entity 

ed ch of he ry he 
This report includes all funds and account groups which are controlled by or dependent on the Commissioners. Control by or dependence on the District was determined on the basis of budget adoption, taxing authority, authority to issue debt, election or appointment of governin9 body, and other general oversight responsibility. Based on the foregoing criteria, Waterworks District No. ii has no other f~scal or significant managerial responsibility over any other governmental unit that is not included in the financial statements of Waterworks District NO. II of Wards 4 and 7 of Calcasieu Parish, Louisiana. The district is a component unit of the Calcasieu Parish Police Jury. B. Fund Accounting 

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

Continued 7 



WATERWORKS DISTRICT NO. ii OF WARDS 4 AND 7 OF CALCASIEU PARISH, LOUISIANA Sulphur, Louisiana 
Notes to Financial June 30, Statements (Continued) 1997 and 1996 

Note 1 - Summarv ef Sisnificant AccountJna Policies IContlnued PROPRIETARY FUND Ent_erp/Lise Fund - Enterprise 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 through user charges; or (b) where the governing body has decided that periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accountability, or other purposes. GASB Statement No. 20 also states that for proprietary activities, management may elect to apply all FASB Statements and Interpretations issued after November 30, 1989, except for those that conflict with or contradict GASB pronouncements. The District will not elect to apply FASB Statements and Interpretations issued after November 30, 1989, unless they are adopted by GASB. C. Fixed Assets and Long-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. All governmental fund types are accounted for on a spending or "financial flow" measurement focus. This means that only current assets and current liabilities are generally included on their balance sheets. Their reported fund balance (net current assets) is considered a measure of "available spendable resources". Governmental fund operating statements present increases (revenues and other financing sources) and decreases (expenditures and other financing uses) in net current assets. Accordingly, they are said to present a summary of sources and uses of "available spendable resources" during a period. Long-term liabilities expected to be financed from governmental funds are accounted for in the General Long-Term Debt Account Group, not in the governmental funds. The account group is not a "fund". It is concerned only with the measurement of financial position. It is not involved with measurement of results of operations. All proprietary funds "capital maintenance" are accounted for on measurement focus. a cost of services or This means that all assets and liabilities (whether current or non-current) associated with their activity are included on their balance sheets. Their reported fund equity (net total assets) is segregated into contributed capital and retained earnings components. Proprietary fund type operating statements present increases (revenues) and decreases (expenses) in net total assets. Continued 8 



WATERWORKS DISTRICT NO. ll OF WARDS 4 AND 7 OF CALCASIEU PARISH, LOUISIANA Sulphur, Louisiana 
Notes to Financial June 30, Statements (Continued) ].997 and 1996 

Note 1 - Summary of Sionificant AccountJnQ Policies tContinued All f~xed assets of the proprietary fund are recorded at historical costs. Depreciation of all exhaustible fixed assets is charged as an expense against their operations. Pre-construction costs associated with the development of the water system which includes engineering, legal and interest costs are capitalized and will be amortized over their estimated useful lives using the straight-line method. The costs of normal maintenance and repairs that do not add to the value of the assets or materially extend asset lives are not capitalized. Improvements are capitalized and depreciated over the remaining useful lives of the related fixed assets, as applicable. The following estimated useful lives and methods are used to compute depreciation: Plant and distribution system Furniture, fixtures and equipment: 40 Years Straight Line 5 - 40 Years Straight Line Depreciation expense amounted to $72,146 for the year ended June 30, 1997, and $69,659 for the year ended June 30, 1996. D. Basis of Accounting Basis of accounting refers to whe~ revenues and expenditures or expenses are recognized in the accounts and reported in the financial statements. Bas~s of accounting relates to the timing of the measurements made, regardless of the measurement focus applied. All gevernmental funds are accounted for using the modified accrual basis of accounting. Their revenues are recognized when they become measurable and available as net current assets. Taxpayer-assessed income, gross receipts, and sales taxes are considered "measurable" when in the hands of intermediary collecting governments and are recognized as revenue at that time. Anticipated refunds of such taxes ~re recorded as liabilities and reductions of revenue when they ar~ measurable and their validity seems certain. Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is incurred. Exceptions to this genera] rule include principal and interest on general long-term debt which is recognized when due. All proprietary funds are accounted for using the accrual basis of accounting. Their revenues are recognized when they are earned and their expenditures are recognized when they are incurred. 
Continued 9 



WATERWORKS DISTRICT NO. II OF WARDS 4 AND 7 OF CALCASIEU PARISH, LOUISIANA Sulphur, Louisiana 
Notes to Financial June 30, Statements (Continued) 1997 and 1996 

Note 1 - Summarv of Sianificant Accountinu Policies /Cont~nu~d E. Total Columns on Combined Statements - Overview 

F 

Total Columns on the Co~d)ined Statements - Overview are captioned Memorandum Only to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position, results of operations, or changes in financial position in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation. Interfund eliminations have not been made in the aggregation of this data. Supplemental Disclosures of Cash Flow Information - Enterprise Fund Cash paid during the year for interest was $94,595. G. Estimates The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. H. Inventory Inventory is valued at the lower of cost (first-in, first-out} or market. Note 2 - Ad Valor em Taxes Ad valorem taxes attach as an enforceable lien on property as of January 1 of each year. Taxes are levied by the Parish in September or October and are actually billed to the taxpayers in November. Billed taxes become delinquent on January 1 of the following year. For the year ended December 31, 1996, taxes of 14.51 mills were levied on property with net assessed valuations of approximately $5,900,000. Total taxes levied, net of pension funds, were $79,215. The 14.5l mille were dedicated as follows: Maintenance fund Sinking fund 5.51 mills 9.00 mills 

Continued 1O 



WATERWORKS DISTRICT NO. ii OF WARDS 4 AND 7 OF CALCASIEU PARISH, LOUISIANA Sulphur, Louisiana 
Notes to Financial June 30, 

Note 3 - Changes in Long-Term Debt 
Statements (Continued) 1997 and 1996 

The following is a summary of bond and note payable transactions of the District for the year ended June 30, 1997: 
Outstanding at Bonds Retired Outstanding at July i, 1996 June 30, 1997 

General Obligation Revenue Total $ 275,000 15,000 $ 260,000 $ 1,418,820 __31,806 $ 1,387,014 Long-term debt at June 30, 1997 consists of the following: General obligation bonds: 
$ 1,693,820 46,806 $ 1,647,014 

$375,000 General Obligation Bonds of Waterworks District No. ii of Wards 4 and 7 of the Parish of Calcasieu, Louisiana; dated April i, 1986; due in annual installments including interest at 8.40% to 11% of $37,675 to $44,250 through the year 20[)6 $ 260,002 Revenue bonds: $1,375,000 Water Revenue Bonds; dated June 25, 1987; due in annual installments including interest at 6.50% of $106,535 through June 25, 2017 Revenue bonds: $250,000 Water Revenue Bonds; dated June 30, 1991; due in equal annual installments including interest at 6.75% of $19,865 through June 25, 2021 $ 232,790 The annual requirements to amortize all debt outstanding as of June 30, 1997, including interest payments of $1,341,412, are as follows: Year Ending June3~ 1998 1999 2000 2001 20D2 Thereafter 

General ~ Obligation Revenue Total 41,506 39,925 43,325 41,300 44,250 170,660 $ 380,966 $ 2,607,460 $ 2,988,426 The general obligation bonds are to be retired from the avails of property taxes levied and collected within the limits of the District. Continued 11 



WATERWORKS DISTRICT NO. ii OF WARDS 4 AND 7 OF CALCASIEU P~%ISH, LOUISIANA Sulphur, Louisiana 
Notes to Financial June 30, Statements (Continued) 1997 and 1996 

Not~9 3 - Chanqes in Lona-Term Debt fContinued The revenue bonds are to be retired from the income and revenues derived from the operation of the System of Waterworks District No. ii of Wards 4 and 7 of Calcasieu Parish, Louisiana. Note 4 - Restricted Assets Certain proceeds of enterprise fund revenue bonds, as well as certain resources set aside for their repayment, are classified as restricted assets on the balance sheet because their use is limited by applicable bond covenants. Proceeds from refundable customer deposits are also restricted for the repayment of meter deposits. FMHA Sinking Fund FMHA Revenue Note Fund FMHA Depreciation Fund Customer Deposits 
Note 5 - Cash, Cash Eauivalents and Investments 

$ 1,958 61,778 66,540 __36,25_q0 
At June 30, 1997, the District had cash, cash equivalents and certificates of deposit (book balances) totaling $471,648. 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 bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging agent bank in a holding or custodial bank that is mutually acceptable to both parties. At June 30, 1997, the District had $606,057 in deposits (collected bank balances). These deposits are secured from risk by $200,00[) of federal deposit insurance and $479,386 of pledged securities held by the custodial bank in the name of the fiscal agent bank (GASS Category 3). Even though the pledged securities are considered uncollateralized (Category 3) under the provisions of GASB Statement 3, Louisiana Revised Statute 39:1229 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. The District considers all short-term investments with an original maturity of three months or less to be cash equivalents. 

Continued 12 



WATERWORKS DISTRICT NO. ii OF WARDS 4 AND 7 OF CALCASIEU PARISH, LOUISIANA Sulphur, Louisiana 
Notes to Financial June 30, 

Note 6 - Contributed CaDital 
Statements (Continued) ]997 and 1996 

Contributed capital at June 30, 1997 consists of the following: General obligation bonds and state contributions Capitalized interests costs on general obligation bonds Non-refundable customer deposits Depreciation on assets acquired from contributed capital 
Note 7 - Board of Commissioners' Fees Members of the Board of Commissioners attending board meetings. The total current year are as follows: Member Terry Taylor Donald Faulk Neva Martin Bob Loomis Lewis Moss Ronnie Bowers 

$ 904,800 64,250 63,955 ( 165,327 $__ 867,678 
are paid a per diem allowance for expenses for meetings during the 

Note 8 - Accumulated Vacation and Unpaid Sick Pay 

Expense $ 8O 660 82O 720 68O 5O0 $: 3,460 
Accumulated unpaid vacation and sick pay is not material and therefore has not been accrued. Note 9 - Deferred Compensation The District offers its employees a deferred compensation plan created in accordance with Internal Revenue Code Section 457. The plan, available to all District employees, permits them to defer a portion of their salary until future years. The deferred compensation is not available to employees until termination, retirement, death, or unforeseeable emergency. All amounts of compensation deferred under the plan, all property and rights purchased with these amounts, and all income attributable to those amounts, property, or rights are (until paid or made available to the employee or other beneficiary) solely the property and rights of the District (without being restricted to the provisions of benefits under the plan), subject only to the claims of the District's genera] creditors. Participants' rights under the plan are equal to those of general creditors of the District in an amount equal to the fair market value of the deferred account for each participant. The District believes it is unlikely that it will use the assets to satisfy the claims of general creditors in the future. The assets and liabilities of the plan are shown at market value at June 30, 1997. 

13 



BROI_ISSARD & COMPANY, APC 
C[-RTII=IED PUBLIC ACCOUNTANTS 
REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS 

Board of Commissioners Waterworks District No. ii of Wards 4 and 7 of Calcasieu Parish, Louisiana Sulphur, Louisiana 
We have audited the financial statements of Waterworks District No. ii of Wards 4 and 7 of Calcasieu Parish, Louisiana as of and for the year ended June 30, 199'7, and have issued our report thereon dated October 7, 1997. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards 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 Waterworks District No. ii of Wards 4 and 7 of Calcasieu Parish, Louisiana is the responsibility of management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the district's compliance with certain provisions of laws, regulations, contracts and grants. However, our objective 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 required to be reported under Government instances of noncompliance that are Auditing Standards. This report is intended for the information of management and other state and federal audit agencies. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 

Sulphur, Louisiana October 7, 1997 /gho 
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BROIJSSARD & COMPANY, APC CERTIF:IED PUBLIC ACCOUNTAN] S 

REPORT ON THE INTERNAL CONTROL STRUCTURE IN ~CCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Boa:cd of Co.~issioners Waterworks District No. Ii of Wards 4 and 7 of Calcasieu Parish, Louisiana Sulphur, Louisiana 
We have audited the financial statements of Waterworks District NO. Ii of Wards 4 and 7 of Calcasieu Parish, Louisiana, as of and for the year ended June 30, 1997, and have issued our report thereon dated October 7, 1997. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasenable assurance about whether the financial statements are free of material misstatement. 

The management of Waterworks District: No. ii of Wards 4 and 7 of Calcasieu Parish, 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 internal 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 transact+ions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities 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. 
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Boa]:d of Conunissioners Waterworks District No. ii of Wards 4 and 7 of Calcasleu Parish, Louisiana 

A material weakness is a reportable condition in which the design or operatio of the specific internal control structure elements does not reduce to relatively low level the risk that errors or irregularities in amounts that woul be material in relation to the financial statements being audited may occur an not be detected within a timely period by employees in the normal course o 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 noted the following matters involving the internal control structur and its operation that we consider to be material weaknesses as defined above These conditions were considered in determining the nature, timing, and exten of the procedures to be performed in our audit of the financial statements o Waterworks District No. iI of Wards 4 and 7 of Calcasieu Parish, Louisiana, fo the year ended June 30, 1997. 1. Find I ng : Cause There is not a proper segregation of duties in the district. Proper segregation of duties is not possible because of the small number of people involved. Recon~endation: Segregation of duties is not feasible. Management ' s Response: We concur in the finding. 
This report is intended solely for the use of management and other state and federal audit agencies. This restriction is not intended to limit the distribution of this report which, upon acceptance of state and federal audit agencies, is a matter of public record. 

Sulphur, Louisiana October 7, 1997 /gho 


