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INDEPENDENT AUDITOR'S REPORT 
The Honorable Kenneth De Hart and the Board of Commissioners Seventh Ward Gravity Drainage District NO. 2 Abbeville, Louisiana 
We have audited the financial statements of the Seventh Ward Gravity Drainage District No. 2, a component unit of the Vermilion Parish Police Jury, as of and for the two years ended December 31, 1998, 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 and the standards applicable to financial audits contained in Government AuditinQ 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. An audit includes examining, on a test basis, 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 audit provides a reasonable basis for our opinion. 
In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the financial position of the Seventh Ward Gravity Drainage District No. 2 of Vermilion Parish as of December 31, 1998, and the results of its operations for the two years then ended, in conformity with generally accepted accounting principles. 
In accordance with Government Auditina Standards. we have also issued our report dated April 29, 1999 on our consideration of the District's internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and grants. 
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The Honorable Kenneth De Hart and the Board of Commissioners Seventh Ward Gravity Drainage District NO. 2 
Our audit was performed for the purpose of forming an opinion on the general purpose financial statements of Seventh Ward Gravity Drainage District NO. 2 taken as a whole. The schedule listed in the table of contents as supplementary information is presented for purposes of additional analysis and is not a required part of the financial statements of the Seventh Ward Gravity Drainage District No. 2. Such information has been subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly stated, in all material respects in relation to the general purpose financial statements taken as a whole. 

Crowley, April 29 Louisiana 1999 
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ASSETS Cash Receivables 

SEVENTH WARD GRAVITY DRAINAGE DISTRICT NO. 2 VERMILION PARISH POLICE JURY BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS December 31, 1998 

Total assets LIABILITIES AND FUND EQUITY Liabilities: Deduction from ad valorem taxes Accounts payable Total liabilities 

Governmental Fund T~roes General Fun~ $128,895 382,$88 

Account Grouns General Fixed Assets Total Memorandum Only On]v~ $128,895 382.688 

$ 11,748 6.130 $ 11,748 6,130 S 17.878 $ $ 17,878 Fund Equity: Investment in general fixed assets $ $349.748 S349.748 Fund balances: Unreserved - undesignated Total fund equity Total liabilities and fund equity 
See Notes to Financial Statements 

$493.705 $493.705 $ S349.748 $493.705 $843.453 
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SEVENTH WARD GRAVITY DRAINAGE DISTRICT NO. 2 VERMILION pARISH POLICE JURY COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - ALL GOVERNMENTAL FUND TYPES Year Ended December 31, 1998 
Revenues: Taxes: Ad valorem Intergovernmental: State revenue sharing Other Total revenues Expenditures: Current: Public works - drainage: Salaries Compensation paid to board of commissioners Advertising Accounting and legal Rent Insurance Materials and supplies Drainage maintenance Repairs and maintenance Gas and oil Fees, permits and licenses Insurance - group Payroll tax Office expense Pension contributions Pension (ad valorem deduction) Telephone Uncollected taxes Utilities Uniforms Capital outlay Debt service: Principal retirements Interest and fiscal charges Total expenditures Deficiency of revenues over expenditures (total forward) 

- 4 - 

$113,181 2,640 125 5OO 8,410 24,094 25,369 I3,119 22,509 6,838 1,792 23,238 3,633 431 6,281 11,748 5,647 902 1,504 67,245 I04,333 1.12_~ 

General Fund 
$390,387 13,548 I0,029 $413,964 

444,654 
~(30.70Q 



SEVENTH WARD GRAVITY DRAINAGE DISTRICT NO. 2 VERMILION PARISH POLICE JURY COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - ALL GOVERNMENTAL FUND TYPES (CONTINUED Year Ended December 31. 1998 
Deficiency of revenues over expenditures (total forwarded) Fund balances, beginning Residual equity transfers in (out Fund balances, ending 
See Notes to Financial Statements 
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General F~nd 
$(30,v00 524.405 
~4~3,705 



SEVENTH WARD GRAVITY DRAINAGE DISTRICT NO. 2 VERMILION pARISH POLICE JURY COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - ALL GOVERNMENTAL FUND TYPES Year Ended December 31, 1997 

Revenues: Taxes: Ad valorem Intergovernmental: State revenue sharing Other Total revenues Expenditures: Current: Public works - drainage: Salaries Compensation paid to board of commissioners Advertising Accounting and legal Rent Insurance Materials and supplies Drainage maintenance Repairs and maintenance Gas and oil Fees, permits & licenses Insurance - group Payroll tax Office expense Pension contributions Pension (ad valorem deduction Telephone Uncollected taxes Utilities Uniforms Debt service: Principal retirements Interest and fiscal charges Total expenditures 

General Fund 
$345,519 12,342 13.302 $371.163 
$113,001 2,580 235 1,000 8,410 24,361 21,737 26,697 11,728 6,146 1,971 19,165 3,557 1,115 6,360 10,837 245 10,187 646 1,056 32,861 7.215 ~311.Ii0 

Debt Service Fund 

51 $ 51 

Total (Memorandum Only) 
$345,519 12,342 13,3~ $371,21~ 
$113,001 2,580 235 1,000 8,410 24,361 21,737 26,697 11,728 6,146 1,971 19,165 3~557 1,115 6,360 10,837 245 10,187 646 1.056 32,861 7,21~ $$11,1~ Excess of revenues over expenditures (subtotal forward) $ 60.053 $ $I $ 60,104 
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SEVENTH WARD GRAVITY DRAINAGE DISTRICT NO. 2 VERMILION pARISH POLICE 07JRY COMBINED STATEMENT OF REVEk~ES, EXPENDITURES, AND CHANGES IN FLFND BALANCES - ALL GOVERNMENTAL FLrND TYPES (CONTINUED Year Ended December 31, 1997 
General FUn~ Excess of revenues over expenditures (subtotal forwarded) $ 60,053 Fund balances, beginning Residual equity transfers in (out Fund balances, ending 

See Notes to Financial Statements 

458,923 
$524.405 

7 - 

Debt Service Fu~ 
$ 51 5,378 (5.42~ $ 

Total (Memorandum 0nly) 
$ 60,i04 464.301 



SEVENTH WARD GRAVITY DRAINAGE DISTRICT NO. 2 OF VERMILION PARISH NOTES TO FINANCIAL STATEMENTS 
Note I. Summary of Significant Accounting Policies As provided by Louisiana Revised Statute 38:1758, the Seventh Ward Gravity Drainage District No. 2 of Vermilion Parish is governed by five commissioners. These five commissioners are referred to as the Board of Commissioners and are appointed by the parish police jury. The Drainage District was created under the authority of Louisiana Revised Statutes 38:1751-1802 and was established for the purpose of opening and maintaining all natural drains in the district. In April of 1984, the Financial Accounting Foundation established the Governmental Accounting Standards Board (GASB) to promulgate generally accepted accounting principles and reporting standards with respect to activities and transactions of state and local governmental entities. All GASB pronouncements are recognized as generally accepted accounting principles for state and local governments. The accompanying financial statements have been prepared in accordance with such principles. In conformance with GASB Codification Section 2100, the Drainage District is a component unit of the Vermilion Parish Police Jury, the governmental body of the parish and the governmental body with oversight responsibility. The accompanying financial statements present information only on the funds maintained by the District and do not present information on the police jury, the general government services provided by that governmental unit, and other governmental units that comprise the governmental reporting entity. A. Fund accounting The accounts of the District are organized on the basis of funds and account groups, each of which is considered a separate accounting entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprises its assets, liabilities, fund equity, revenues, and expenditures. Revenues are accounted for in these individual funds based upon the purpose for which they are spent and the means by which spending activities are controlled. The two governmental funds presented in the financial statements are described as follows: General fund The general fund is the general operating fund of the District. It accounts for all financial resources except those required to be accounted for in other funds. Debt service fund The debt service fund is used to account for the accumulation of resources for, and the payment of, general long-term obligation principal, interest, and related costs. 

8 - 



NOTES TO FINANCIAL STATEMENTS 
B. General fixed assets and general long-term obligations Fixed assets used in governmental fund type operations (general fixed assets) are accounted for in the general fixed assets account group, rather than in governmental funds. Public domain or infrastructures are not capitalized. No depreciation has been provided on general fixed assets. All fixed assets are valued at historical cost, 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 two account groups are not funds. They are concerned only with the measurement of financial position and do not involve measurement of results of operations. C. Basis of accounting Basis of accounting refers to when revenues and expenditures are 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 District's accounts are reported on the modified accrual basis of accounting using the following practices in recording revenues and expenditures: Revenues Ad valorem taxes and state revenue sharing are recorded in the year the taxes are assessed. Ad valorem taxes are assessed on a calendar year basis, become due on November 15 of each year and become delinquent by December 31. The taxes are generally collected in December of the current year and January and February of the ensuing year. The following is a summary of levied ad valorem taxes 
General corporate purposes: Operations and maintenance Expenditures 

~98 l~p7 

Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is incurred except for principal and interest on general long-term debt which is recognized when due. 
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D. Budget 
NOTES TO FINANCIAL STATEMENTS 

Louisiana law exempts all special districts created before December 31, 1974, from the requirements of the Local Government Budget Act. The Seventh Ward Gravity Drainage District NO. 2 of Vermilion Parish was created January 7, 1964, and, accordingly, is exempt from budgetary requirements. Management has determined that, due to the amount and nature of the expenditures, the adoption of a budget is not required for control purposes. Therefore, the accompanying financial statements do not include a comparison of revenues and expenditures to budget. E. Cash and investments For reporting purposes, cash and investments include cash, demand deposits, time deposits, and certificates of deposit. 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. Further, the District may invest in time deposits or certificates of deposit of state banks organized under Louisiana law and national banks having principal offices in Louisiana. Cash and investments are stated at cost, which approximates market. Under state law, these deposits must be secured by federal deposit insurance or the pledge of securities owned by the bank. The market value of the pledged securities plus the federal deposit insurance must at all times be equal to the amount on deposit with the bank. These pledged securities are held in the name of the pledging bank in a custodial bank that is mutually acceptable to the parties involved. The following is a summary of cash and investments at December 31, 1998, with the related federal deposit insurance and pledged securities: 
Cash Securities pledged and held by the custodial bank in the bank's name (Category II) Excess of FDIC i~surance plus pledged securities over cash plus investments 

i0 

Bank FDIC Balance Balanc~ Insuran~~ QDinsure~ 

(5~8.120 



F. Pensions 
NOTES TO FINANCIAL STATEMENTS 

Employees of the Drainage District are covered under the Parochial Employees' Retirement System and/or the Federal Insurance Contribution Act (social security). The employees and the District contribute equally to the social security system. G. Vacation and sick leave Full-time employees of the District with more than one year of service are allowed two weeks of vacation leave each year; full-time employees with one year's service or less are allowed one week of vacation leave each year. Sick leave is granted on an individual basis as the need occurs. Vacation and sick leave may not be accumulated and carried into future years. At December 31, that require accrual or accounting principles. 1998, there are no accumulated vacation benefits disclosure to conform with generally accepted 
H. Total columns on financial statements The total columns on the financial statements are captioned "Memorandum Only" (overview) to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position or results of operations 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. 

Note 2. Changes in General Fixed Assets A summary of changes in general fixed assets follows 
Balance, December 31, 1996 Additions - 1997 and 1998 Reductions - 1997 and 1998 Balance, December 31, 1998 

ii - 

Eq~iDment $400,230 67,245 (117,727) 



NOTES TO FINANCIAL STATEMENTS 
Note 3. Changes in General Long-Term Obligations The following is a summary of the long-term obligation transactions during the year: Capital Lease Balance, December 31, 1996 Reductions: 1997 Principal payments 1998 Principal payments Balance, December 31, 1998 

$137,194 
32,861 104,333 

In 1995, the District purchased an excavator under a five year capital lease at a cost of 173,166. Upon expiration of the lease, the ownership will transfer automatically to the District. The District made total ]ease payments during 1998 and 1997 of $105,457 and $40,077, respectively. Of these amounts, $1,124 and $7,216 related to interest. The District paid out this lease in 1998 and, as a result, there are no future minimum lease payments as of December 31, 1998. 
Note 4. Receivables The following is a summary of receivables at December 31, 1998 

Ad valorem tax State revenue sharing 
Note 5. Pension Plan 

General ~un4 $374,115 8,~73 ~/-~2,688 
In December, 1993, the Board voted to join as of April i, 1994, the Parochial Employees' Retirement System of Louisiana (PERS), a multiple-employer, public employee retirement system ("system"), controlled and administered by a separate board of trustees. The system is composed of two distinct plans, Plan A and Plan B, with separate assets and benefit provisions. Employees of the Drainage District are members of Plan A. At December 31, 1998, three of the eight full or part t~me employees were ellglb]e and participated in the system. 
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NOTES TO FINANCIAL STATRMENTS 
All permanent employees working at least 28 hours per week who are paid wholly or in part from funds and all elected parish officials are eligible to participate in the system. Under Plan A, employees who retire at or after age 60 with at least 10 years of credited s~rvice, at or after age 55 with 25 years of credited service, or at any age with at least 30 years of credited service are entitled to a retirement benefit, payable monthly for life, equal to 3 percent of their final average compensation multiplied by the employee's years of credited service. However, for those employees who were members of the supplemental plan only prior to January I, 1980, the benefit is equal to 1 percent of final average compensation, plus $24 for each year of supplemental plan only service earned prior to January i, 1980. Final compensation is the employee's monthly earnings during the 36 consecutive or joined months that produce the highest average. Employees who terminate with at least the amount of credited service stated previously and who do not withdraw their employee contributions, may retire at the ages specified previously and receive the benefit accrued to their date of termination. The system also provides death and disability benefits. Benefits are established by state statute. The Parochial Employees Retirement System issued a publicly available financial report that includes financial statements and required supplemental information. The report can be obtained by writing to the Parochial Employees Retirement System, P.O. Box 14619~ Baton Ronget Louisiana 70898- 4619. Contributions to the system include one-fourth of one percent of the taxes shown to be collectible by the tax rolls of the parish. These tax dollars are divided between Plan A and Plan B, based proportionately on the salaries of the active members of each plan. During 1998 and 1997, state statute requires employees covered by Plan A to contribute 9.50 percent of their salaries to the system; the District must contribute 7.75 percent of the salary of each employee covered by Plan A as an employer match. The District's contribution for the years ended December 3~, 1998, 1997, 1996 and 1995 were $6,281, $6,360, $5,556 and $5,839, respectively, equal to the required contributions for each year. 

Note 6. Year 2000 Issue The District is currently in the "Awareness Stage" in relation to the Year 2000 issue. The District,s management has begun to assess the impact of Year 2000 on the operations of the District. As of December 31, 1998, the amount of work involved and resources required, if any, to become Year 2000 compliant has not been determined. 
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SEVENTH WA/~D GRAVITY DRAINAGE DISTRICT NO. 2 VERMILION PARISH POLICE JURY SCHEDULE OF COMPENSATION PAID TO BOARD OF COMMISSIONERS Years Ended December 31, 1998 and 1997 
Robert Eroussard Norman Choate J.C. Griffin Harry Lege Total 
The schedule of compensation paid House Concurrent Resolution No. 54 of 

1998 $ 660 6OO 720 $ ~,64Q 
1997 78O 660 720 $ 2,5~ 

board members was prepared in compliance with the 1979 Session of the Louisiana Legislature. The board members receive $60 per diem for attendance at meetings of the board Kenneth De Hart, President, received $10,870 and $9,670 during 1998 and 1997 respectively, in lieu of per diem for his official duties as president of the board 
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BRO1JSSARD, POCHE', LEWIS & BREAUX, L.L.P. CF RTIFIED PUBLIC ACCOUNTANTS 

A Profeasional Accour*ti,lg Corl,oratio,i 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
The Honorable Kenneth DeHart and the Board of Commissioners Seventh Ward Gravity Drainage District NO. 2 Abbeville. Louisiana 
We have audited the general purpose financial statements of Seventh Ward Gravity Drainage District No. 2 of Vermilion Parish, a component unit of the Vermilion Parish Police Jury, as of and for the two years ended December 31, 1998, and have issued our report thereon dated April 29, 1999. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial issued by the Compliance 
audits contained in Government AuditinQ Standards Comptroller General of the United States. 

As part of obtaining reasonable assurance about whether Seventh Ward Gravity Drainage District No. 2's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinio~. The results of our tests disclosed no instances of noncompliance that are required to be reported under ~@rnment Aud~t~n~ ~tand~r~R. Internal Control Over F]nancial Reportin In planning and performing our audit, we considered Seventh Ward Gravity Drainage District No. 2's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over flnancial reporting. However, we noted a certain matter involving the internal control over financial reporting and its operation that we consider to be a reportable condition. Reportable conditions involve matters 17 



The Honorable Kenneth DeHart and the Board of Commissioners Seventh Ward Gravity Drainage District No. 2 
coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect Seventh Ward Gravity Drainage District NO. 2's ability to record, process, summarize and report financial data consistent with the assertions of management in the financial statements. A reportable condition is described in the accompanying schedule of findings and questioned costs as item 98-1. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the 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 over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, we considered the reportable condition described above, item 98-i, to be a material weakness. This report is intended for the information of management and the Legislative Auditor However, this report is a matter of public record and its distribution is not limited 

Crowley, April 29 Louisiana 1999 



SEVENTH WARD GRAVITY DRAINAGE DISTRICT NO. 2 OF VERMILION PARISH ABBEVILLE, LOUISIANA SCHEDULE OF FINDINGS AND QUESTIONED COSTS Two Years Ended December 31, 1998 
We have audited the financial statements of Seventh Ward Gravity Drainage District No. 2 of Vermilion Parish, as of and for the two years ended December 31, 1998, and have issued our report thereon dated April 29, 1999. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Our audit of the financial statements as of December 31, 1998 resulted in an unqualified opinion. Section I Summary of Auditor's Reports a. Report on Internal Control and Compliance Material to the Financial Statements Internal Control Material Weaknesses x Yes No Reportable Conditions x Yes __ No Compliance Compliance Material to Financial Statements __ Yes x No b. Federal Awards The District did not receive any federal awards for the two years ended December 31, 1998. Section II Financial Statement Findings 98-1 Seareuation of Duties Finding: In reviewing the internal control there was an inadequate segregation of over financial reporting, we noted that duties. Cause: Due to the limited number of personnel performing administrative functions, the same person writes checks, checks the mail, reconciles the bank statement and enters information into the general ledger. Recommendation: We recommend that duties be segregated in such a way as to facilitate an adequate segregation of duties. Response: The Board has evaluated this inadequacy and has concluded that the District cannot afford to hire more administrative employees due to the District's limited resources. The costs would exceed the benefits. Questioned costs: $-0- Section II~ Federal Award Findings and Questioned Costs The District did not receive any federal award8 for the two years ended December 31, 1998. 
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SEVENTH WARD GRAVITY DRAINAGE DISTRICT NO. 2 OF VERMILION PARISH SL94MARY SCHEDULE OF PRIOR AI/DIT FINDINGS Two Years Ended December 31, 1998 
I. Internal Control and Compliance Material to the Financial Statements 1996 - General Administration Finding: In reviewing the internal control structure, we noted inadequate segregation of duties exists. Cause: Inadequate segregation of duties exists due to the limited number of personnel performing the administrative functions. Current status: An inadequate segregation of duties still exists. The Board has evaluated this inadequacy and concluded the related costs versus benefits to be achieved does not justify the additional personnel it would require to establish an adequate segregation. This finding is disclosed in the current schedule of findings and questioned costs as item 98-I. II. Internal Control and Compliance Material to Federal Awards The prior year's report did not disclose any findings relative to federal awards III. Management Letter The prior year's report did not include a management letter 
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BROUSSARD, POCHE', LEWIS & BREAUX L.L.P. CERTIFIED PUBLIC ACCOUN ANTS 
April 29, 1999 
The Honorable Kenneth DeHart and the Board of Commissioners Seventh Ward Gravity Drainage District No Abbeville, Louisiana 
We have audited the general purpose financial statements of Seventh Ward Oravity Drainage District No. 2, a component unit of the Vermilion Parish Police Jury, as of and for the two years ended December 31, 1998, and have issued our report thereon dated April 29, 1999. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. As part of our examination, we have issued our report on the financial statements, dated April 29, 1999, and our report on internal control and compliance with laws, regulations, and contracts, dated April 29, 1999. During the course of our examination, we became aware of the following matter which represents an immaterial deviation of compliance or suggestion for improved internal controls. Suggestion 1998-1. Board Member Compensation Condition: According to Internal Revenue Code ~ 31.3401(c)-I, "...officers... whether elected or appointed..." are included in the definition of employee. Therefore, any board member is considered an employee of the District for tax purposes and the compensation paid to them is subject to social security (if not a member of a retirement system), Medicare (if the board member were appointed or re-appointed after March 31, 1986), and federal and state income tax withholding in 1997 and 1998. Cause: Compensation paid to board members is reported to them at year-end using Form 1099. No taxes are withheld from these amounts or paid by the District on these amounts. Effect: The District is compensation payments the Internal Revenue not withholding taxes from the board's or remitting tax payments as required by Service. Recommendation: We recommend that payments to the Board be subject to taxes and withholdings as are employee payments. Each board member should be required to complete a Form W-4 annually. 



Seventh Ward Gravity Drainage District No. 2 April 29, 1999 Page 2 
We recommend management address the foregoing issue as an improvement to operations and the administration of public programs. We are available to further explain the suggestions or help implement the recommendation. BROUSSARD, POCHE', LEWIS & BREAUX, L.L.P Certified Public Accountants 



SEVENTH WARD GRAVITY DRAINAGE DISTRICT NO. 2 OF VERMILION P]LRISH FLANAGEMENT'S CORRECTIVE ACTION PLAN TWO Years Ended December 31, 1998 
Section I. Internal Control and Compliance Material to the Financial Statements 98-1 SeQreaation of Duties Finding: In reviewing the internal control over financial reporting, we noted that there was an inadequate segregation of duties. Cause: Due to the limited nu.tber functions, the bank statement same person writes of personnel performing administrative checks, checks the mail, reconciles the and enters information into the general ledger Recommendation: We recommend that duties be segregated in such a way as to facilitate an adequate segregation of duties. Response: The Board has evaluated this inadequacy and has concluded that the District cannot afford to hire more administrative employees due to the District's limited resources. The costs would exceed the benefits. The Board feels that its requirement of two signatures on all checks as well as the oversight of the Treasurer should help compensate for the inadequate segregation of duties. Questioned costs: S-Q-- Section II. Internal Control and Compliance Material to Federal Awards The District did not receive any federal awards for the two years ended December 31, 1998. Section III. Management Letter 1998-1 Board Member Compensation Condition: According to Internal Revenue Code ~ 31.3401(c)-i, "...officers... whether elected or appointed..." are included in the definition of employee. Therefore, any board member is considered an employee of the District for tax purposes and the compensation paid to them is subject to social security (if not member of a retirement system), Medicare (if the board member was appointed or re-appointed after March 31, 1986), and federal and state income tax withholding in 1997 and 1998. Cause: Compensation paid to board members Form 1099. No taxes are withheld from on these amounts. Effect: The District is payments or remitting Service. 

is reported to them at year-end using these amounts or paid by the District 
not withholding taxes from tax payments as required the board's compensation by the Internal Revenue 



SEVENTH WARD GRAVITY DP3~INAGE DISTRICT NO.2 OF VERMILION PARISH MANAGEMENT'S CORRECTIVE ACTION PLAN (CONTI~HJED TWO Years Ended December 31. 1998 
Section III. Management Letter (Continued) 1998-1 Board Member Compensation Recommendation: We recommend that payments withholdings as are employee payments. to complete a Form W-4 annually. to the Board be subject to taxes and Each board member should be required 
Response: The District will immediately begin treating Board compensation as required by the Internal Revenue Code. Taxes will be withheld and payroll taxes will be paid on board compensation. 
Responsible party: Kenneth DeHart, President 


