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INDEPENDENT AUDITOR 'S REPORT 

To the Board of Commissioners 
Sewerage District No . 2 
Parish of St . Mary 
Bayou Vista , Louisiana 

MEMBER: 

AMERICAN INSTITUTE OF 

CERTIFIED PUBLIC ACCOUNTANTS 

SOCIETY OF LOUISIANA 
CERTIFIED PUBLIC ACCOUNTANTS 

We have audited the accompanying general purpose financial statements 
of Sewerage District No . 2, a component unit of the Parish of St . Mary 
State of Louisiana , as of and for the years ended September 30, 1998 
and 1997, as listed in the table of contents . These financial state- 
ments are the responsibility of the District 's management . Our respon 
sJbility is to express an opinion on these financial statements based 
on our audit . 

We conducted our audit in accordance with generally accepted auditing 
standards and Government Auditinq Standards , issued by the Comptroller 
General of the United States . Those standards require that we p lan and 
perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement . An audJt in- 
cludes 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 general purpose finan- 
cial statement presentation . We believe that our audit provides a 
reasonable basis for our opinion . 

In our opinion , the component unit general purpose financial statements 
referred to above present fairly , in all material respects, the finan- 
cial position of the Sewerage District No . 2 as of September 30, 1998 
and 1997, and the results of its operations for the years then ended Jn 
conformity with generally accepted accounting principles . 

The Governmental Accounting Standards Board has issued ~GASB Technical 
Bulletin 98--1, Disclosures about Year 2000 Issues," effective for 
financial statements on which the auditor 's report is dated after 
October 31, 1998 . As discussed at Note K , the District has disclosed 
certain matters regarding the year 2000 issue . Because of the 
unprecedented nature of the Year 2000 issue , its effects and the 
success of related remediation efforts will not be fully determinable 
until the year 2000 and thereafter . Management cannot assure that the 
District is or will be Year 2000 ready , that the District 's remedJatJon 
efforts w ill be successful in whole or in part , or that parties w ith 
whom the District does business will be year 2000 ready . 
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In accordance with Government Auditin~ andards, we have also issued 
our report dated February 3, 1999, on our consideration of Sewerage 
District No . 2 's internal control over financial reporting and our 
tests of its compliance with certain provisions of laws , regulations, 
contracts and grants . 

Our audit was performed for the purpose of forming an opinion on the 
financial statements taken as a whole . The schedules and statistical 
data listed in the table of contents are presented for purposes of 
additional analysis and are not a required Dart of the component unit 
financial statements of Sewerage District No . 2 . Such information , 
except for that portion marked ~unaudited~ , on which we express no 
opinion, has been subjected to the auditing procedures applied in the 
audit of the component unit financial statements, and , in our opinion, 
the information is fairly stated in all material respects in relation 
to the component unit financial statements taken as a whole . 

February 3, 
Morgan City 

1999 
Louisiana 
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A SSETS 

SEW ERAGE D ISTR ICT NO . 2 OF THE PA R ISH OF ST
. MA RY 

STATE O F LOU IS IAN A 

Combined Balance Sheet - All Fund Types and Account Groups 

September 30 , ]998 

Cash 
Investments , at co st 
Receivables 

Special assessments receivable 
Curren t 
Delinquent 
Deferred 

Due from other governmental units 
Prepaid expenses 
Sewerage property , plant, and 

equipment 
Amount available in Debt Service Fund 
Amount to be provided for retirement 

of general long -term debt: 

L IAB IL IT IES 

Governmental 
Fund Tvmes 

Special 
R evenue 

Fund 

Debt 
Service 
Fund 

$195,528 $ 10,653 

14 , 
2 , 

256 
316 

Proprietary 
Fund Type 
Sewerage 
System 

AEnte~ rise) 

$ 67,962 
4 95 ,693 

4 6 , 
3 , 

388 
218 

2 ,032 ,057 

TOTAL ASSETS $195,528 $ 27,225 $2, 643 ,318 

Accounts payab le 
Due to other governmental units 
Interest payable 
Special assessment deferred revenue 
Bonds payable , sewer certificates 

TOTAL LIABILITIES 

FUND EQUITY 

Contributed Capital 
Governmenta] 

Retained Earn]ngs 
Unreserved __ 

Fund baiance 
Reserved for debt serv ice _ _  

Restricted for intergovernmental 
commitment 195

, 528 
Unreserved __ 

$ 

1 ,436 

17 ,620 

23 , 
ii , 

485 
472 

19L056 
__  34 ,957 

8 , 16-- 9 

1 ,857 ,818 

750, 543 

TOTAL ]FUN[) EQUITY 195 528 8 i~ 69 2
, 608 ,361 

TOTAL LIABIL IT IES AND 

FUND EQUITY $195,528 $ 27,225 $2, 643 ,318 
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A ccount 
Group 

General 
Long -term 

Debt 

Totals 
(Memorandum Only) 

9-30-98 9 -30-97 

274 ,143 
4 95 ,693 

14 ,256 
2 ,316 

46 ,388 
1 ,218 

2 ,032 ,057 

$2,866,071 
: ~ : ~ : : ~ ~ ~ ~  

23 ,4 85 
11 ,4 72 
1 ,436 

17 ,620 

192 ,669 
491 ,237 

13 , 
i , 

14 , 
51 , 

981 
176 
644 
647 
996 

2 ,047 ,053 
30 ,530 

4 ,710 

$2,848,643 

15 , 
858 
752 

14 ,644 
35 ,24 0 

54 ,013 77 ,4 94 

1 ,857 818 1 ,920 ,004 

750 543 687 ,702 

30 ,530 

195 528 132 ,913 
8 169 -- 

2 ,812 ,058 2 ,771 ,149 

$2,866,071 $2,848,643 

See notes to financial statements 
4 
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REVENUES 

EXH IB IT B 

SEW ERAGE D ISTR ICT NO . 2 . OF THE PAR ISH OF ST . MARY 
STATE OF LOU IS IANA 

Combined Statement of Revenues, Expenditures 
and Changes in Fund Balances 
A ll Governmental Fund Types 

For the Year Ended September 30, 1998 

Intergovernmental revenue 
Special assessments-property 
Interest income 
Prepayment penalties 

EXPEND ITURES 

Governmental 
Fund Tvnes 

Special Debt 
Revenue 

$279,750 

3 ,107 

Serv ice 

$ -- 
14 ,644 
2 ,775 

31 

Totals 
emorandum Onl 

1998 1997 

TOTAL REVENUES 282 857 17 450 300 307 272 822 

Intergovernmental expenditures 373.,542 
Debt service 

Principal retirement , sewer 
certificates 

Interest expense 
Administration costs 

TOTAL EXPEND ITURES 371 ,542 

35 240 
4 308 

263 

371 ,542 371 ,492 

35 , 
4 , 

240 
308 
263 

].7 ,620 
4 ,308 

39 .811 411 ,353 393 ,420 

EXCESS OF REVENUES OVER 
(UNDER) EXPENDITURES (88,685) (22,361) (111,046) (120,598) 

OTHER FINANCING SOURCES 

Operating transfers 151 300 

TOTAL OTHER 
FINANCING SOURCES 151 ,300 

151 300 

151 .300 91 .000 

EXCESS OF REVENUES AN D 
OTHER SOURCES OVER (UNDER) 

EXPENDITURES 62,615 (22,361) 40,254 (29,598) 

FUND BA LANCE AT 
BEGINNING OF YEAR 132,912 30.530 163,443 393.04] 

FUND BALANCE AT END OF YEAR $195,528 $ 8,169 $203,697 $ 163,443 
: : : ~ : : ~ :  : ~ : : ~ : : ~ ~ 

See notes to financial statements 
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SEW ERAGE D ISTR ICT NO . 2 OF THE PAR ISH OF ST . MARY 
STA TE OF LOU ISIANA 

Sewerage Enterprise Fund 
Statements of Income , Expenses and Changes in Retained Earnings 

Proprietary Fund Type 

For the years ended September 30 , 1998 and 1997 

OPERAT ING REVENUES 

9-30-98 9-30 -97 

$312,501 
4 ,160 
2 ,050 

$300,206 
2 ,904 

300 

TOTAL OPERATING REVENUES 318,712 303,410 

OPERAT ING EXPENSES 

Personal services 
Maintenance supervisor 
Accounting and secretary 
Board meetings 

Operating services 
Sewerage treatment fees 
Collection fees 
Insur an ce 
Audit fees 
Legal fees and costs 
Engineering 
Repairs and maintenance 
Bad debts 
Uti]ities - pump station 
Office expense 
Advertising 

Depreciation 

12 , 
4 , 
3 , 

000 
550 
120 

143 ,360 
14 ,400 
1 ,445 
3 ,795 

4 ,529 
42 ,172 

675 
12 ,390 
1 ,170 

310 
69 .677 

TOTA L O PERA T ING EXPEN SES 313 .593 

6 - 

]2 ,000 
4 ,200 
3 ,060 

141 ,006 
14 ,400 
1 ,560 
3 ,795 
1 ,463 
2 ,120 

53 ,534 
383 

]2 ,798 
862 
282 

68 ,563 

320 ,006 



EXH IB IT C 

9-30-98 9-30-97 

INCOME (LOSS) BEFORE NONOPERATING 
REVENUE AND EXPENSES $ 5,118 $ (16,596 

NONOPERATING REVENUE (EXPENSES) 

Ad va]orem taxes 
Front foot assessment 
Interest income 
Loss on assets retired 

119 ,995 
8 ,900 

19 ,876 

__ (1,934 

106 ,614 

19 ,689 

TOTAL NONOPERATING REVENUE (NET) 146,837 ]26,303 

INCOME (LOSS) BEFORE OTHER 151,955 3.09,707 

DEPREC IAT ION TRAN SFERRED TO 

EQUITY CONTRIBUTED 
OTHER FINANCING (USES) 

Operating transfer to other fund 

62 ,186 62 ,288 

(151,300) __ (91,000) 

NET IN COME 62 ,841 80 ,995 

RETA INED EARN INGS A T 
BEG INN ING OF YEAR 687 ,702 606 ,707 

RETA INED EARN INGS A T 
END OF YEAR 

See notes to financial statements 
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SEWERAGE D ISTR ICT NO 
STATE 

OF THE PA R ISH OF ST . MA RY 
LOU ISIANA 

Statement of Cash Flow s - Proprietary Fund Type 

For the years ended September 30, 1998 and ]997 

Increase (Decrease) in Cash and Cash Equivalents 

Cash flows from operating activities 

Cash received from customers 
Cash payments for personal services 
Cash payments for operating services 

9-30 98 

$ 316,568 
(19,670) 

( 217,12%) 

9-30-97 

$ 307,008 
(19,260) 

_ (215,584) 

Net cash provided by (used for) 
operating activities 

__  79 ,777 __  72 ,3.64 

Cash f]ows from capital and related 
financing activities : 

Acquisition and construction of capital 

assets ~ 56,615) 

Cash flows from nonoperating revenues and 
expenses : 

Ad valorem taxes 
Fron t foot assessmen ts 
Interest income 

Net cash provided by nonoperating 
revenues and expenses 

Cash flows from other financing uses : 

Operating transfer to other fund 

Net cash used for other financing uses 

Net increase (decrease) in cash and 
cash equivalents 

Cash and cash equivalents at 
beginning of year 

Cash and cash equivalents at 
end of year 

- 8 

_ ~56,615) 

13.9 ,995 
8 ,900 

19 ,876 

106 ,614 

19 ,689 

148 ,771 126 ,303 

_ ~151,300) 

(151,30Q) 

(91,000 

__ (91,000 

20 ,633 107 ,467 

543 ,022 435 ,555 

$ 563,655 $ 543,022 



Reconciliation of operating income to net 
cash provided by operating activities : 

Operating income (loss) 
Adjustments to reconcile operating income 
to net cash provided by operating 
activities : 
Depreciation 

Change in assets and liabilities : 
(Increase) decrease in accountS 
receivable 

(Increase) decrease in prepaid expenses 
Increase (decrease) in accounts payable 
Increase (decrease) in due to other 
governmental units 

EXH IB IT D 

9-30-98 2 -30-97 

$ 5,118 $(16,596 

69 ,677 

(2,143) 
(222) 

11 ,627 

68 , 

3 , 

i0 , 

563 

598 
51 

735 

(4,280) 5,833 

Net cash provided (used) by operating 
activities $ 79,777 $ 72,164 

See notes to financial statements 
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A 

SEWERAGE D ISTR ICT NO . 2 
NOTES TO THE FINAN C IA L STATEMENTS 

SEPTEMBER 30 , 1998 

SUMMARY O F S IGN IF ICANT A CCOUNT ING POL IC IES 
Reporting Entity 
Fund Accounting 
Proprietary Fund Type 

Enterprise Fund 
Governmental Fund Types 

Special Revenue Fund 
Debt Service F'und 

Basis of Accounting 
Budgets and Budgetary Accountinq 
Definition of Cash and Cash Equivalents 
Investments 
Property , Plant & Equipment & Long-Term 

Liabilities 
Bad Deb ts 
Total Column on Combined Balance Sheet 

CASH AN D INTEREST BEAR ING DEPOSITS 

CHAN GES IN PROPERTY, PLAN T & EQUIPMENT 

CONTR IBUTED CA P ITA L 

DUE TO/FROM OTHER GOVERNMENTAL UNITS 

RELATED PARTY TRANSACTIONS 

PENDING LIT IGATION 

BONDS AND INTEREST PA YA BLE 

AD VALOREM TAXES & MA INTENANCE M ILLAGE ASSESSMENT 

INTERGOVERNMENTA L A GREEMENT - CONT INGENC IES 

YEAR 2000 ISSUE 

I0 
I0 
i0 

ii 

Ii 
ii 

Ii-12 
12 
12 
12 

13 -14 
14 
14 

14 -15 

I6 

17 

17 

18 

18-19 

19 

19-21 

21 -22 



EXH IB IT E 

SEWERAGE D ISTR ICT NO . 2 OF THE PAR ISH OF ST . MARY 
STA TE OF LOU ISIANA 

Notes to Financial Statements 

September 30, 1998 

NOTE A - SUMMARY OF SIGN IFICANT ACCOUNTING POLICIES 

The Sewerage District No . 2 of the Parish of St . Mary , State of 
Louisiana was incorporated on March 23, 1960, under the authority of 
the State of Louisiana and the Parish of St . Mary . The District oper 
ares under a Board of Commissioners and provides sewerage services to 
the citizens residing within the boundaries of Sewerage District No . 2 

subdivision of the 
levy taxes and 

The financial statements of Sewerage District No . 2 have been prepared 
in conformity with generally accepted accounting principles (GAAP) as 
applied to governmental units . The Governmental Accounting Standards 
Board (GASB) is the standard-setting body for establishing governmental 
accounting and financial reporting principles . Such accounting and 
reporting procedures also conform to the guides set forth in the 
ouisiana Municipal Audit and AccoDntinq Guide and to the industry 

audit guide , 
the American 

Audits of State and Lgcal Governmental Units 
Institute of Certified Public Accountants . 

Remortinm Ent ity 

published by 

GASB Statement No . 14 , Governmental Reportinq Entitz , establishes 
criteria for determining which organizations should be included in a 
governmental financial reporting entity . The focal point for defining 
the financial reporting entity is the primary government . The Sewerage 
District No . 2 is a component unit of the St . Mary Parish Council 
(primary government) and , as such , these financial reports may be 
included in the CAFR of the Council for the year ended December 31, 
]998 . The Sewerage District No . 2 has followed GASB-14 guidance to 
determine that there are n_ oo financial statements of other organizations 
that should be combined with their statements to form a financial 
reporting entity . 

Fund A ccountina 

The accounting system is organized and operated on a fund basis whereby 
a separate self-balancing set of accounts is maintained for the purpose 
of carrying on specific activities or attaining certain objectives in 
accordance with special regulations, restrictions or limitations . 

Proprietary fund types follow GAA P prescribed by the Governmental 
Accounting Standards Board and all Financial Accounting Standards 
Board 's statements and Interpretations, APB Opinions and ARBs issued , 
except for those that conflict with or contradict GASB pronouncements 

- i0 - 



EXH IB IT E 
Continued 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

PRO PR IETARY FUND TY PE 

Ent erD rise Fund 

An Enterprise Fund is used to account for operations 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 services to the general public on a 
continuing basis be financed or recovered primarily through user 
charges . The District 's Sewerage System is an enterprise fund . 

GOVERNMENTAL FUND TYPES 

Special Revenue Fund 

The special revenue fund is used to account for the proceeds of revenue 
sources restricted to expenditure for specified purposes . The 
District 's special revenue fund is being used to account for 
transactions related to an intergovernmental agreement entered into 
with the St . Mary Parish Council on July 26 , 1995 . See Note J for 
additional details . 

Debt Service Fund 

Basis of Accountina 

The accounting and financial reporting treatment applied to a fund is 
determined by its measurement focus . Basis of accounting refers to 
when revenues and expenditures or expenses are recognized in the 
accounts and reported in the financial statements . Basis of accounting 
relates to the tim in~ of the measurements made , regardless of the 
measurement focus applied . 

All governmental funds are accounted for 
basis of accounting . Their revenues are 
measurable and available as net current 

All proprietary funds are accounted for on a flow of economic resources 
measurement focus . With this measurement focus, all assets and all 
liabilities associated with the operation of these funds are included 
on the balance sheet . Their reported fund equity (i.e ., net total 
assets) is segregated into contributed capital and retained earnings 
components . Proprietary fund type operating statements present 
increases (i.e ., revenues) and decreases (i.e ., expenses) Jn net total 
a sset s . 

II- 



EXH IB IT E 
Continued 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Basis of A ecountina (Continued 

The Sewerage System is accounted for using the accrual basis of 
accounting . Revenues are recognized when they are earned, and expenses 
are recognized when they are incurred . An exception to this genera] 
rule is (I) principal and interest on general long-term debt which is 
recognized when due . 

Budaets and BudQetarv Aceountina 

The Sewerage District No . 2 follows these procedures in establishing 
administrative budgetary accounting : 

b . The Proprietary Fund Statement of 
Changes in Retained Earnings does 
comparisons of the administrative 
gally adopted budget . 

Definition of Cash and Cash Eauivalents 

Income , Expenses, and 
not reflect budget and actual 
budget because it is not a le 

For purposes of the statement of cash flows , the Sewerage District No
. 

2 considers all cash or investments (certificates of deposit only), to 
be cash or cash equivalents . 

Investm ents 

State statutes authorize the District to invest in direct obligations 
of the U .S . Treasury ; obligations of any agency of the United States of 
America, provided the payment of principal and interest of such 
obligations is fully guaranteed by the United States; obligations of 
U .S . government instrumentalities which are federally sponsored ; direct 
security repurchase agreements of obligations of the U .S . Treasury or 
U .S . government instrumentalities; time certificates of deposit or 
savings accounts ; and mutual or trust fund institutions which have 
underlying investments consisting solely of and limited to securities 
of the United States government or its agencies . 

Investments are stated at cost or amortized cost, which approximates 
market . 
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EXH IB IT E 
Continued 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

i iabilities 

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 spending resources" during a period

. 

nt are valued at historical cost or 
tual historical cost is not available 
ipment are valued at their estimated 

Because of their spending measurement focus , expenditure recognition 
for governmental fund types is lim ited to exclude amounts rep resented 
by non-current liabilities . Since they do not affect net current as -  

sets, such long-term amounts are not recognized as governmental fund 
type expenditures or fund liabilities . They are instead reported as 
liabilities in the General Long -Term Debt Account Group

. 

Depreciation is provided in the 
to relate the cost of the depre 
estimated service lives on the 
by type of asset are as fo]lows 

enterprise fund in amounts sufficient 
iable assets, to operations over their 
traight-line basis . The service lives 

- 13 - 
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EXH IB IT E 
Continued 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued 

Property Plant and EauiDment and Lonm-Term Liabilities (Continued 

Certain assets have been constructed or acquired substantially with 
contributions in aid of construction . Net income includes depreciation 
on assets acquired from contributions; however , the depreciation appli- 
cable to assets acquired from contribution is transferred to the re- 
lated contribution account rather than retained earnings . 

Certain engineering services rendered for the Regional Sewerage 
Facilities to serve Wards 5 and 8 in St . Mary Parish were funded by St . 
Mary Parish Council contributions , the sale of bonds and Federal grants 
from the Env ironmental Protection Agency which were adm inistrated by 
the St . Mary Parish Council . The construction costs of the Regional 
Sewerage Facilities are being accounted for through an intergovernmen 
tal agreement between St . Mary Parish Council, the Town of Patterson 
and the Town of Berwick , as maintained by the Joint Sewer Commission 
Wards 5 and 8 . Any amounts that were contributed by St . Mary Parish 
Council for Sewerage District No . 2 's share of construction costs dur- 
ing the project are recorded by the St. Mary Parish Council. 

Bad Debts 

The Enterprise Fund contains no allowance for uncollectable accounts 
receivables which is a generally accepted accounting principle . 
Uncolleetable receivables are charged off at the time information 
becomes available which would indicate the uncollectability of the 
particular receivable . The failure to utilize the allowance method to 
account for bad debts is not material to the financial statements . 

Total Column on Combined Balance Sheet 

The total column on the Combined Balance Sheet is captioned Memorandum 
Only to indicate it is presented only to facilitate financial analysis . 
Data in this column does not present financial position , results of op- 
erations, 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 . 

NOTE B - CASH AND INTEREST BEARING DEPOSITS 

The Sewerage District No . 2 may invest in time deposits or certificate 
of deposits of state banks or savings and loan associations or savings 
banks organized under Louisiana law and national banks having principle 
offices in Louisiana . State law requires that deposits be fully 
collateralized at all times . Acceptable collateralization includes the 
$]00,000 FDIC/FSLIC insurance and the market value of securities 
purchased and pledged . Obligations of the United States, the State of 
Louisiana and certain political subdivisions are allowed as security 
for deposits . Obligations furnished as security must be held by the 
District or with an unaffiliated bank or trust company for the account 
of the District . 
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NOTE B - CASH AND INTEREST BEARING DEPOSITS (Continued) 

Category 1 

Category 2 

Category 3 

EXH IB IT E 
Continued 

indica 
30 , 

Insured or collateralized with securities held by the 
District or by its agent in the District 's name . 

Collateralized with securities held by the pledging 
financial institution 's trust department or agent in the 
District 's name . 

Uncollateralized or securities uninsured or unregistered 
and held by the counter party (this includes GNMA Pool 
investments and mutual fund shares held in ~book-entry- 

onl/' form by brokerage firms) 

Cash and investments (including restricted assets) stated at cost 
consist of the following : 

Checking and money market accounts $274,143 
Certificates of deposit 495,693 

Total cash and investments $769,836 

Cash and investments categorized by level of risk are 

Amounts insured 
collateralized 

by the FDIC or 
with securities 

held by the District in its name 

Amounts collateralized with 
securities held by the pledging 
financial institution 's trust 
department in the District 's name 

Uneollateralized , uninsured or unregistered 

Total cash and investments 

- 15- 

Cost Market Value 

$674,308 $674 308 

95 ,528 95 528 

$769,836 $769 836 



NOTE C - CHANGES IN PROPERTY, PLAN T AND EQUIPMENT 

EXH IB IT E 
Continued 

Changes in the Enterprise Fund property , plant and equipment for the 
year and accumulated depreeiation are presented below : 

Property 

Land , Right of way s 
Storage building 
Distribution system 
Equipment 

Balance Transfers/ 
9-30-97 Additions Disposals 

$ -- $ 

56 ,615 

Balance 
9 -30-98 

Total Cost $2,970,790 $ 56,615 $ (6,110) $3,021,295 

Less accumulated 
depreciation at 
year end __  

923,737 69,677 (4,176) 989,238 

Net property , p lant 
and equipment $2,047,059 

NOTE D - CONTR IBUTED CAP ITAL 

2 ,0B2 ,057 

9-30-98 9-30-97 

Contributed capital at beginning of year $1,920,004 $1,982,292 
Contributions 

Federal EPA grant 
Property assessments 
St . Mary Parish Council 
Other municipalities 

Retirements 
Depreciation (62,18--6) _ (62 2~2888) 

Contributed capital at end of year $1,857,818 $1,920,004 
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NOTE D - CONTRIBUTED CAPITAL Continued) 

Cumulative contributed capital 
received from 

Federal EPA grant 
Bonds and certificates 
A ssessments 
St . Mary Parish Council 
Other municipalities 

EXH IB IT 
Continued 

9-30-98 9-30-97 

967 ,597 
4 7 9 ,24 1 
4 94 ,607 
664 ,942 
142 471 

Total contributed 
capital received 2 ,748,858 2 ,748,858 

Less adjustment for accumulated 
depreciation on assets constructed 
substantially from contributed capital (891,040) (828,854 

Contributed capital 
at end of year $1,857,818 $],920,004 

NOTE E - DUE TO AN D FROM OTHER GOV ERNMENTAL UN ITS 

Amounts due from other governmental units consisted of the following 

St . Mary Parish Council 
St . Mary Waterworks District No . 2 

(Inter-governmental service - 
Sewerage fees collected) 

Total 

9-30 -98 

$ -- 

9-30-97 

$ 7,402 

46 ,388 44 ,245 

$46,388 $51,647 

Amounts due to other governmental units consisted of the following 

9-30-98 9-30-97 

Joint Sewer Commission Wards 5 and 8- 
(Sewerage treatment fees) $11,472 ~15,752 

NOTE F - RELATED PA RTY TRAN SA CT IONS 

Total $11,472 $15,752 

Commissioners are compensated for their attendance at monthly and 
special meetings. The payments amounted to $3,120 and $3,060 for the 
years ended September 30, 1998 and 1997, respectively . 
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NOTE G - PENDING L IT IGAT ION 

EXH IB IT E 
Continued 

Based on information available , potential claims against the District 
not covered by insurance would not materially affect the financial 
statements of the District . 

N OTE H - BONDS AND IN TEREST PA YA BLE 

Unmatured general long-term debt is generally accounted for in the 
General Long -Term Debt Account Group . However , the District has 
accumulated sufficient resources in the Debt Service Fund to retire all 
general long -term debt principle and interest outstanding on the 1989 
Sewerage Certificates . Therefore, the remaining principle and interest 
has been recorded as current year debt service fund expenditures and 
fund liabilities . The principle amounts have been removed from the 

Paid April 
Due April 

1998 
1999 

Principl~  

$ 17,620 
_  17 6~ 220  

TOTAL $ 35,240 

The following schedule 
and interest recorded as 

Interest 

$ 2,872 
__ ]~ 436 

$ 4,308 

The bonds payable as of September 30, 1998 follows 

Special Balance Issued Balance 
Assessment Original Interest Outstanding (Retired) Outstanding 

Bonds Payable Amount Rate 9-30-97 Durinq Year 9-30-98 

8.15% $35,240 $17,620 $17,620 

The annual requirements to retire the special assessment bonds payable 
as of September 30 , 1998 , follow s : 

PAYMENT DATE 
IN TEREST 

PR INCIPAL RATE 
1N TEREST 

DU E 
TOTA L DEB T 
SERV ICE 

April I, 1999 i~/ 620.00 8 .15 
_  1 ,436 .03 19 ,056 .03 

TOTALS $ 17,620.00 $ 1,436.03 $19,056.03 

Under the terms of bond indenture for the outstanding Sewerage 
Certificates, the principal and interest is secured and payable solely 
from the irrevocable pledge and dedication of the funds to be derived 
from the collection of the special assessments levied on the real prop 
erty as set out in Local or Special Assessment Ordinance No . i of the 
Sewerage District No . 2 adopted on January 9, 1989 . Property owners 
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NOTE H - BONDS AND INTEREST PAYABLE (Continued) 

EXH IB IT E 
Continued 

who exercised their right to pay the special assessment over a period 
of time are authorized to pay the respective amounts due and assessed 
by the ordinance in ten equal annual installments, bearing interest at 
a rate not exceeding twelve per centum per annum until paid , such in- 
terest rate to be established by the Board of Commissioners . Sewerage 
District No . 2 obligates itself and is bound under terms and provisions 
of law to properly collect said special assessments and to allocate the 
funds so collected for payment of the Sewerage Certificates . 
Asset:s/Liabilities and Revenues/Expenditures relating to the retirement 
of the special assessment bonds payable will be accounted for Jn a Debt 
Service Fund . 

NOTE I - AD VALOREM TA XES AN D MA INTENAN CE M ILLAGE A SSESSM ENT 

Ad valorem taxes attach as an enforceable lien on property as of 
January I of each year . Taxes are levied by the District in September 
or October and are actually billed to taxpayers in November or 
December . Billed taxes become delinquent on January 1 of the following 
year . The St . Mary Parish Sheriff bills and collects property taxes 
for the District using the assessed values determined by the tax 
assessor of St . Mary Parish . District property tax revenues are 
budgeted in the year billed . 

For the year ended September 30, 1998, i0 .0 mills were authorized and 
dedicated as follows : 

Sewerage system maintenance and improvements i0 .0 mills 

On July 20, 1996, a proposition to levy a ten mills tax on all property 
subject to taxation in said Sewerage District No. 2 passed. The tax 
levy will be for a period of ten years beginning with the year 1996, 
ending with the year 2005, for the purpose of constructing , maintain- 
ing , improving , and operating the sewers and sewer disposal works for 
the District . 

NOTE J - INTERGOVERNMENTAL AGREEMENT - CONTINGENCIES 

The St . Mary Parish Council requested that Sewerage District No . 2 
develop a funding mechanism to assist in the payment of the balance 
owed on the $3,850,000 of public improvement bonds which were sold in 
1983 for the purpose of financing the unincorporated areas portion of 
the construction and acquisition of sewerage facilities in Wards 5 and 
8 . These bonds had been refinanced from time to time and are the legal 
obligation of the Council . This request was made due to short falls Jn 
the original plan to fund the bond issue . 

On July 26, 1995 , Sewerage District No . 2 entered into an 
intergovernmental agreement in conjunction with Sewerage District No. 8 
and the St . Mary Parish Council, whereby the sewerage districts will be 
obligated to pay the remaining balance of the bond issue, $4,519,076.75 
which includes principle and interest . The balance due will be 
allocated $3,411,857.68 to Sewerage District No. 2 and $1,107,159.07 to 
Sewerage District No . 8 . The sewerage districts will each receive for 
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NOTE J - CONTINGENCIES AND UNCERTAINTIES (Continued) 

EXH IB IT E 
Continued 

the calendar years through December 1, 2004 their respective percentage 
of the 3/4% sales tax applicable to the sewer area that presently is 
collected by the Parish Council and used to fund the debt service on 
the sewerage bonds . The sewerage districts covenant that they shall 
adjust millages and/or user fees as they deem necessary and appropriate 
for the retirement of the said bonds in accordance with the bond 
payment schedules. The District is accounting for the 3/4% sales tax 
received , transfers from the enterprise fund , and payments made to the 
St . Mary Parish Council for bond payments in a special revenue fund

. 

The required transfers to the St . Mary Parish Council to fund the bond 
principle and interest payments now attributable to Sewerage District 
No . 2 is as follows : 

payment Date Principle Interest Due 

June I , 1996 
December i , ]996 
June I , 1997 
December l , 1997 
June i , 1998 
December 1 , 1998 
June i , 1999 
December i , 1999 
June I , 2000 
December I , 2000 
June i , 2001 
December I , 2001 
June i , 2002 
December i, 2002 
June I , 2003 
December i, 2003 
June i , 2004 
December i, 2004 

- -  $ 69,468.40 
240 ,886 .51 

258 ,4 05 .55 

273 ,734 .67 
_ L  

286 ,873 .96 

297,823 .34 

313 ,152 .48 

328 ,481 .60 

343 ,810 .76 

361 ,329 .79 

69 ,468 .40 
61 ,137 .00 
61 137 .00 
51 998 .65 
51 998 .65 
46 250 21 
46 250 21 
39 795 56 
39 795 56 
32 945 62 
32 945 62 
25 508 25 
25 508 25 
17 542 57 
17 542 57 
9 033 .25 

033 .25 L 

Total Annual 
Debt Servic9 

$ 379 823.31 

380 .679 .55 

377 .731 .97 

379 ~374 .38 

377 414 .46 

3 79 043 .72 

379 498 .10 

378 895 .90 

379 396 .29 

Total Required 
Transfers $2,704,498.66 $ 707,359.02 $3,411,857.68 

less amounts paid (499,292.06) (313,209.45) (812,501.5~) 

Total Remaining 
Transfers $2,205,206.60 $ 394,149.57 

= : : = = ~== : = = : = ~  ~ = : = ~ = = : : : = :  
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NOTE J - CONTINGENCIES AND UNCERTAINTIES (Continued) 

EXH IB IT E 
Continued 

Sewerage District No. 2 anticipates approximately $164,000 annually to 
be collected as ~ts portion of the 3/4% sales tax for funding the 
required transfers for debt service . The remaining shortfall of 
approximately $215,000 annually will be funded by additional revenues 
from a rate increase to the sewerage customers and an increase in the 
property tax millage on the assessed property within the District . 

Year ending September 30, 1996 
Year ending September Z0, 1997 
Year ending September 30, 1998 

As of September 30, 1998, the St . 
required bond obligation payments 
aforementioned . 

NOTE K - YEAR 2000 ISSUE 

$ 90,000 
91 ,000 

15l 300 

TOTAL $332,300 

Mary Parish Council has made all 
on the public improvement bonds 

The year 2000 issue is the result of shortcomings in many electronic 
data processing systems and other electronic equipment that may 
adversely affect the District 's operations as early as fiscal year 
1999 . 

The District 's utility billing system which is administered and 
maintained through an intergovernmental agreement and financial 
reporting system are currently being remediated . External venders 
have remediated each of the computer systems and electronic 
equipment necessary for the District 's utility billing system and 
financial reporting system and they believe them to be year 2000 
compliant . Validation and testing have yet to be completed by the 
District. The District has committed approximately $5000 to 
complete these projects, in accordance with vendors estimate of 
costs . Management has a viable contingency plan to manually 
prepare monthly utility bills and financial reports in the event 
of significant delays or problems are encountered in its Year 2000 
remediation process . 

Ad valorem tax assessment , collection , and remittance for the 
District is handled by St . Mary Parish Assessor and St . Mary 
Parish Sheriff, respectively . The Assessor and Sheriff are 
responsible for remediating their systems, and are solely 
responsible for any costs associated with these projects. Both the 
Assessor and Sheriff have begun the remediation process on their 
systems . 
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NOTE K - YEAR 2000 ISSUE (Continued) 

EXH IB IT E 
Continued 

Because of the unprecedented nature of the Year 2000 issue , its effects 
and the success of related remediation efforts will not be fully 
determinable until the year 2000 and thereafter . Management cannot 
assure that the District is or will be Year 2000 ready , that the 
District 's remediation efforts will be successful in whole or in part, 
or that parties w ith whom the District does business will be year 2000 
ready . 
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SU PPLEM ENTARY IN FORMAT ION SECT ION 



SCHEDULE i 

SEWERAGE D ISTR ICT N O . 2 OF THE PA RISH OS ST . MARY 
STATE OF LOU IS IANA 

EN TERPR ISE FUND 

Comb ined Schedule of Investments 

Certificates of deposit 

September 30 , 1998 

Maturity Rate 

Co st 
(Including 
Accrued 
Interest) 

Iberia Savings Bank 7-24-99 5.50% $ 87,356 
Morgan City , Louisiana 

M idSouth Bank 7-23-99 5 .50% 101 ,040 
Morgan City , Louisiana 

St . Mary Bank and Trust 3-03-99 5 .20% 103 ,006 
Morgan City , Loulsiana 

St . Mary Bank and Trust 12-09-98 4 .00% 51,109 
Morgan City , Louisiana 

Whitney National Bank 12-14-98 4 .10% 50,090 
Morgan City , Louisiana 

Patterson State Bank 
Patterson , Lou isiana 

2-25--99 5 .20% 103 ,092 

TOTAL SEWERAGE SYSTEM $495,693 
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SCHEDULE 2 

SEWERAGE D ISTR ICT NO . 2 OF THE PA R ISH OF ST . MARY 
STATE OF LOU ISIAN A 

Payments for Board of Commissioners Meetings 

Board Members 

For the year ended September 30, 1998 

Herbert Adams , Chairman 

Don Ryan , Comm issioner 

Term 
~ ires 

6 -1 -2001 

5-1-1999 

Dan McCloy , Comm issioner 7-22-1999 

Sonny Legendre , Commissioner 1-22-2002 

Tony Hensgens , Comm issioner 7-1-2001 
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Number 
of Meetings 
Attended 

9 

I0 

I0 

II 

12 

Total 
Amount 

Received 

$ ~40 

600 

600 

660 

720 

$3,120 



Insurer 

Nutm eg 
In s . Co 

SCHEDULE 3 

SEWERAGE D ISTR ICT NO . 2 OF THE PAR ISH OF ST . MARY 
STATE OF LOU ISIANA 

Insurance in Force 

September 30 , 1998 

(Unaudited) 

Kind of Insurance 
Property 
Covered 

Amount of 
Insu rance 

Expiration 
Date 

Public Entity Damages $2,000,000 7-2-99 
General Liability 
and Auto Liability 

Western Public Employee Billy Mayon $i0,000 7-31-99 
Surety Co . Bond 
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CERTIFIED PUBLIC ACCOUNTANTS 

REPORT ON COM PL IAN CE AN D ON INTERNAL CONTROL 
OVER FINAN CIAL REPORT ING BASED ON AN AUD IT 

OF FINAN CIAL STATEMENTS PERFORMED IN ACCORDANCE 
W ITH GOVERNMENT AUD IT ING STAN DARDS 

To the Board of Commissioners 
Sewerage District No . 2 
Parish of St . Mary 
Bayou Vista, Louisiana 

We have audited the general purpose financial statements of Sewerage 
District No . 2, as of and for the years ended September 30, ]998 and 
1997, and have issued our report thereon dated February 3, 1999. We 
conducted our audit in accordance with generally accepted auditing 
standards and the standards applicable to financial audits contained Jn 
Government Auditinq Standards, issued by the Comptroller General of the 
Un ited States . 

Com pliance 

As part of obtaining reasonable assurance about whether Sewerage 
District No . 2 's general purpose 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 opinion . The resu]ts 
of our tests disclosed no instances of noncompliance that are required 
to be reported under Government Auditinq Standards . There were no 
prior year findings or management letter comments . 

lnler.al Control O ver Financial R eporting 

In planning and performing our audit, we considered Sewerage 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 general purpose financial statements and not to provide assurance 
on the internal control over financial reporting . However , we noted 
certain matters involving the internal control over financial reporting 
and its operation that we consider to be reportable conditions . 
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Reportable conditions involve matters 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 Sewerage District No . 2 's ability to record , process , summarize 
and report financial data consistent with the assertions of management 
in the general purpose financial statements . 

Our examination disclosed that there is very little segregation of 
duties within the District 's accounting function , particularly in the 
areas of cash receipts, bank reconciliations, cash disbursements, gen- 
eral ledger and journal entries. This weakness is due to the fact that 
the District employs only two persons in the bookkeeping function . Due 
to the lack of segregation of duties, possible errors or irregularities 
could occur in the accounting records and not be detected . Under- 
standably , due to the limited number of accounting personnel, the most 
ideal system of internal control or the most desirable accounting sys- 
tem may not be practicable . Also , the cost of additional employees 
might exceed any benefits gained . The management of the District is 
well aware of the loss of internal control that results with their lim- 
ited staff and are constantly on watch for any problems that would 
arise . 

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 genera] 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 over financial reporting 
would not necessarily disclose all matters in the internal control that 
might be reportable conditions and , accordingly , would not neeessarJ]y 
disclose all reportable conditions that are also considered to be 
material weaknesses . However , we believe none of the reportable 
conditions described above is a material weakness . 

This report is intended for the information of the Board of 
Commissioners (management), St. Mary Parish Council, and the Louisiana 
Legislative Auditor . However, this report is a matter of public record 
and its distribution is not limited . 

February 3, 
Morgan City 

1999 
Louisiana 
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