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W e have audited the component unit financial statements of Caddo Parish Sewerage District No. 2, a 
component unit of the Parish of Caddo, Louisiana as of June 30, 1999 and 1998, and for the years then 
ended, as listed in the table of contents. These component unit financial statem ents are the responsibility 
of the D istrict's m auagement. Our responsibility is to express an opinion ou these component unit 
financial statements based on our audits. 

W e conducted our audits in accordance with generally accepted auditing stan dards and Government 
Audith~g Standards, issued by the Comptroller General of the United States, Those standards require that 
we plan and perform the audits to obtain reasonable assurauce about whether the com ponent unit finan cial 
statem ents are free of m aterial m isstatem ent. A n audit includes exam ining, on a test basis, evidence 
supporting ale amounts aid disclosures ill the component unit financial statem ents. A n audit also includes 
assessing the accounting principles used and significant estim ates m ade by management, as well as 
evaluating file overall component unit financial statem an t presentation. W e believe that our audits provide 
a reasonable basis for our opinion. 

In our opinion, the component unit financial statements referred to above present fairly, iu all material 
respects, the financial position of Caddo Parish Sewerage District No. 2 as of June 30, 1999 an d 1998, 
and the results of its operations and cash flow s of its proprietary fund for the years then ended, ill 
conformity with generally accepted accounting principles. 

In accordauce with Government Auditing Standards, we have also issued a report dated September 20, 
1999 on our cousideration ofd~e District's iuternal control over financial reporting, and on its complian ce 
w ith law s and regulations. 

Our audit w as m ade for tile purpose of form ing an opinion on the component unit financial statements 
takeu as a whole. The supplementary inforlnation listed in the table of conteuts is presented for purposes 
of additional analysis an d is not a required part of the component unit financial statements of Caddo 
Parish Sewerage District No. 2. Such information, with the exception of the schedule of insurance in 

force at June 30, 1999, oil which we express no opiuion, has been subjected to the auditing procedures 
applied in the audit of the component unit financial statem ents and, in our opinion, is fairly staled iu all 
m aterial respects iu relation to the component unit financial statements taken as a whole. 
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CAD D O PA RISH SEW ERAGE D ISTRICT NO . 2 

BALANCE SH EETS-ALL FUN D TYPES AN D ACCO UNT GROU P 

ASSETS AND OTHER DEBITS 

JUNE 30 1999 AND 1998 

1999 
Governmental 
Fund Ty.p& . 

Proprietary 
Fund Type 

D ebt 
Service Enterprise 

Cash and cash equivalents:-Note 6 
M aintenance and operating account 
General obligation bond sinking account 26,665 

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

Total assets and other debits 

1.1ABILITIES AND FUND EOUITY 

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

Total liabilities 

Fund equity: 
Contributions from other funds 
Fund balance, unreserved 
A ccum ulated deficit-N ote 5 

Total fund equity 

Total liabilities and fund equity 

26.665 

26.665 

26,665 

26.665 

214,480 

16,031 
3,243 

889,136 
3,652 
181 

1.126.723 

11.726 

11.726 

1.189.385 

(74,388) 
1,114,997 

1.126.723 

Account 
Group 
General 

Long-Term 
Debt 

26.665 

Total 

(Memo 

214,480 
26,665 

16,031 
3,243 

889,136 
3,652 
181 

26.665 

83 335 83,335 

110,000 
110,000 

110,000 

The accom panying notes are an integral part of these financial statem ents 

11,726 

110.000 
121,726 

1,189,385 
26,665 
(74,388) 

1,141,662 

1,263,388 



1998 
Governm ental 
Fund Type 

Debt 
Service 

108,344 
50.000 

158.344 

158.344 

158,344 

158 344 

Proprietary 
Fund Type 

Enterprise 

143.925 

17,439 
3,554 

938,401 
4,382 
318 

1,108.019 

4.537 

4.537 

1,189,385 

(85,903) 
1,103,482 

1.108.019 

Account 
G roup _  

General 
Long-Term 

D ebt 

158.344 

141,656 

300.000 

300,000 
300,000 

Total 

(M emo 
Only) 

143,925 
108,344 
50,000 
17,439 
3,554 

938,401 
4,382 
318 

158,344 

141,656 

4,537 

300,000 
304,537 

1,189,385 
158,344 

(85,903) 
1,261,826 

1.566.363 



CADDO PARISIt SEW ERAGE DISTRICT NO . 2 

STATEM ENTS OF REVENUE EXPENDITURES AND CItANGES IN FUND BALANCE 

l~,evenues 

GOVERNM ENTAL FUNI) TYPE (DEBT SERVI( 

FOR TIlE YEARS EN DED JUNE 30 1999 A ND 1998 

Ad valorenl taxes-Note 2 
Interest 
Total revenues 

Expenditures: 
Principal-Note 4 
Interest and fiscal charges 
Total expenditures 

xcess (deficiency) of revenue over exoenditures 

Fund balance-beeinnine of year 

Ftlnd balance-end of year 

1999 1998 

75,574 
6,848 
82.422 

190,000 
24,101 
214.101 

(131,679) 

158.344 

66,525 
6,513 
73.038 

15,000 
24,994 
39,994 

33,044 

125.300 

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



CADDO PARISH SEW ERAGE DISTRICT NO . 2 

STATEM ENTS OF REVENUE EXPENSES AND CHANGES IN ACCUM ULATED DEFICIT- 

Operating revenues 
Sewerage fees 

O neralin~ exneuses 

PROPF, II3TARY FUND TYPE (ENTERPRISE 

O F, TItE Y EARS ENI)ED JUNE 30. 1999 A N D 1998 

Accounting and auditing fees 
A m ortization of bond issue costs 
Am ortization of organizatioual and incidental costs 
Attorney fees 
Board of supervisors' fees 
Contract labor 
Data processing 
D epreciation 
Election and recall 
Insurance 
Laboratory fees 
Legal advertising 
M iscellaneous 
Office supplies 
Payroll taxes 
Plant supplies 
Repairs and m aintenance 
Salaries 
Sewerage billing fees 
Treatment plant operation contract 
U tilities 
Total operating expenses 

Loss from operations 

NonoDeratino revenues 
Ad valorem taxes-N ote 2 
State revenue sharing 
Interest 
Total nouoperating revenues 

N et incoule 

Accum ulated defieit-beeinnine of year 

Accum ulated deficit-end of year-Note 5 

1998 

98,600 98,570 

5,560 
730 
137 

1,303 
2,580 
21,600 

422 
54,676 
4,262 
5,018 
1,980 
680 

1,555 
581 
459 

7,139 
17,222 
6,000 
13,195 
2,532 
13,608 
161,239 

4,400 
432 
137 

1,222 
2,880 
23,780 
1,895 

54,222 

4,723 
1.890 

1,707 
555 
459 

4,404 
26,200 
6,000 
14,317 

427 
12,555 
162,205 

(62,639) (63,635) 

63,297 
3,239 
7,618 
74,154 

11,515 

(85,903) 

(74,388) 

The accom panying notes are an integral part of these financial statem ents 

55,715 
3,288 
7,150 
66,153 

2,518 

(88,421) 



CAD D O PARISH SEW ERAGE DISTRICT NO . 2 

STATEM ENTS OF CASH FLOW S-PROPRIETARY FUND TYPE (ENTERPRISE 

FOR THE YEARS ENDED JUNE 30 1999 AND 1998 

Cash flows from ooeratin~ activities 
Loss from ot)crations 

Adjustments to reconcile loss fronl operations to net 
cash provided (used) by operating aclivities: 
Depreciation and amortization 
Changes in assets and liabilities: 
Receivables: 
Accounts 

Prepaid expenses 
A ccounts payable 

Net cash provided (used) by operating activities 

Cash flows from noncaoital flnaucin~ activities 
Taxes collected 
State revenue sharing 

Net cash provided by noncapital financing activities 

Cash flows from investin~ activities 
Receipts of interest 
Purchase of equipment 

Net cash provided (used) by investing activities 

Net increase in cash and cash eouivalents 

Cash and cash eouivalents-be~inuine of yea 

Cash and cash eouivalents-end of yea 

1999 1998 

(62,639) (63,635) 

55,543 54,791 

1,408 
312 

7,189 
1,813 

63,297 
3.239 
66,536 

7,618 

(5,412) 
2.206 

70.555 

143.925 

214,480 

The accom panying notes are an integral part of these fiuancial statem ents 

(2,516) 
(206) 
2,612 

(8,954) 

55,715 
3,288 
59.003 

7,150 

(17,605) 
~ 0,455) 

39,594 

104,331 

143,925 



CADDO PARISlt SEW ERAGE DISTRICT NO . 2 

NOTES TO THE FINANCIAL STATEM ENTS 

UNE 30 1999 AND 1998 

Sunnnarv of Si~,nificaut Accounting. Policies 
The accounting and reporting policies of Caddo Parish Sewerage District No. 2 ("the District") 
conform to generally accepted accounting principles as applicable to local governments. Such 
accounting and reporting procedures also conform to the requirements of Louisiana Revised Statutes 
and to tile guides set forth in tile Louisiana G overnm ental Audit Guide 

The following is a sum mary of certain significant accounting policies 

A . Financial Reporting Entity 

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

Fund Accounting 

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

G overlnnenlal Funds 

Debt Service Funds-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. 

Proprietary Funds 

Enterprise Funds-Enterprise Funds are used to account for operations (a) that are financed 
and operated in a lnanner sim ilar to private business euterprises where tile intent of tile 

governing body is that the costs (expenses, including depreciation) of providing goods or 
services to tile general public on a continuing basis be financed or recovered prim arily 
through user cbarges; or (b) where tile governing body has decided that periodic 
determ ination of revenues earned, expenses incurred, and/or net income is appropriate for 
capital m aintenance, public policy, lnanagement control, accountability, or other purposes. 



1. Smmnarv of Significant Accounting Policies (Continued) 

B. H xed Assets and l~ong-Term Liabilities 

Long-term liabilities expected to be financed from government funds arc accounted for in 
the General Long-Term Debt Account Group, not in tile governmental funds. 

This account group is not a fund. It is concerned only w ith tile m easurem ent of fiuancia 
position. It is not involved with measurement of results of operations. 

Because of flmir spending measumlnent focus, expenditure reco gnition for governmental fund 
types is lim ited to exclude amounts represented by noncurrent liabilities. Since they do not 
affect net current assets, snell long-term amounts are not recoglfized as governmental fund 
type expenditures or fund liabilities. They are instead reported as liabilities in the General 
Long-Term Debt Account Group. 

A ll proprietary funds are accounted for on a cost of services or "capital m aintenance " 
ineasurement focus. This means that all assets and all liabilities (whether current or 
imncurrent) associated with their activity are included on flmir balance sheets. Their 
reported fund equity (net total assets) is segregated into contributed capital and retained 
earnings COlllponeuts. Proprietary fuud type operating statelnents present increases 

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

All fixed assets are stated at historical cost. Depreciation of all exhaustible fixed assets used 
by proprietary funds is charged as an expense against their operations. Accumulated 
depreciation is reported on proprietary fund balance sheets. Depreciation has been provided 
over the eslimaled useful lives usiug the straight-line m ethod. The estimated useful lives by 
type of asset are as follows: 

Treatm ent and disposal plant 
Sewer collection system 
Equipment 
O ffice furniture and fixtures 

C . Basis of Accounting 

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

Basis of acc ounting refers to when revenues and expenditures or expenses are recognized in 
the accounts and reported in tile financial statements. Basis of accounting relates 1o tile 
tim ing of the measurements m ade, regardless of the measurelnent focus applied. 

A ll governmental funds arc accounted for using tile m odified accrual basis of acco unting. 
Their revenues are recognized when they become measurable and available as net current 
assets. Taxpayer assessed income is considered "measurable" when in the hands of 
interm ediary collecting governm ents and is recognized as revenue at that tim e. 

Expe nditures are generally recognized under tile modified accrual basis of accounting when 
the related fund liability is incurred. Exceptions to this general rule include principal and 
interest on general long-term debt which is recognized wben due. 

A ll proprietary funds are accounted for using the accrual basis of accounting. Their 
revenues are recognized  when they are earned, and their expenses are recognized when they 
are iucurred. 



Smnmar~ of Significant Accounting Policies (Continued) 

I). Cash and C ash Equivalents 

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

E. Capitalization of Construction Period Interest 

The am ount of interest cost capitalized is equal to the average amount of accumulated 
expenditures m ultiplied by the average interest rate on the general obligation bonds 
outstanding for Ibe period during which construction occurs. 

F. Com parative Data 

Colnparative data for the prior year has been presented in the accompanying financial 
statelnents in order to provide an understanding of cbanges on the D istrict's financial 
position and operations. 

G . Total Colum ns on Com bined Statem ents 

Total colum ns on the Com bined Statem ents are captioned "M em o O nly" to indicate that tbey 
are presented only to facilitate financial analysis. Data in these colum ns do not present 
financial position in conform ity with generally accepted acc ounting principles. Neither is 
such data comparable to a consolidation, lnterfuud elim inations have not been m ade in the 
aggregation of this data. 

2. Ad Valoreln Taxes 
Ad valorem taxes are recorded as received. Such taxes are levicd by the District in November of 
each calendar year and are due by Decem ber 31 of that year on the assessed valuation of property 
located within the District's boundaries, ltence, even though taxes for January 1 through June 30 
are m easurable as of June 30, they do not meet the "availability" criteria for accrual since they arc 
not due within 60 days of the District's fiscal year-end. Accordingly, such taxes are not recorded 
until received. 

During the year ended June 30, 1999, ad valorem taxes received were based on the December 31, 
1998 net taxable value of $3,268,980. The total millage rate for the calendar year 1998 was 44.10 
inills which consisted of 20.10 m ills for m aiutenance and operating and 24.00 m ills for paying the 
principal and interest on general obligation bonds. 

During tbe year ended June 30, 1998, ad valorem taxes received were based on the December 31, 
1997 net taxable value of $2,818,510. The total millage rate for the calendar year 1997 was 44.10 
m ills wlfich consisted of 20.10 m ills for m aintenance and operating and 24.00 m ills for paying the 
principal and interesl on general obligation bonds. 

PfoDertv. Plant and Eouimnent 
The following is a summary of property, plant and equipment accounts and related accumulated 
depreciation: 

O ffi ce furniture and fixtures 

June 30, 

_  1999 

1,915 

June 30, 
1998 

1,915 



3. Property, Plant and Equipment (Continued) 

Sewerage collection system 
Treatment and disposal plant 
Equipment 

Less-accum ulated depreciation 

Real estate and right-of-ways 

June 30, 
~ 1999 

464,440 
1,143,600 

24,290 
1,634,245 
801,361 
832,884 
56,252 
889.136 

June 30, 
1998 

464,440 
1,143,600 

_  18,878 
1,628,833 
746,684 
882,149 
56,252 

_  938,401 

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

G eneral O bligation Bonds 
On M ay 26, 1989, tile District sold $390,000 of general obligation bonds dated M ay 1, 1989 at par 
value for the purpose of upgrading the present sewerage facilities. On M ay 1, 1999, $170,0(10 ~3f 
bonds w ith principal m aturities due on M ay 1, 2005 through M ay 1, 2009 were retired early. 
Principal maturities range fronl $20,000 to $25,000 annually, together wi01 inlerest at rates ranging 
from 7.7% to 7.80% . Future required debt service payments, including interest of $26,840, are as 
follows at June 30. 1999: 

2000 
2001 
2002 
2003 
2004 

Total debt service remaining, including interest 

28,540 
27,000 
25,450 
28,900 
26.950 

136 840 

Tile bonds arc secured by ad valorem taxes to be imposed and collected annually in excess of all 

other taxes on all of the property subject to taxation within the territorial limits of Caddo Parish 
Sewerage District No. 2 under the constitution and laws of Louisiana, sufficient in amount to pay 
the principal and the interest thereon as they severally m ature. 

The unam ortizcd cost incurred in issuing the bonds is being amortized on a straight-line basis over 
a period of five years, the remaining life of these bonds. 

Tile following is a summary of bond transactions of the District for the years ended June 30, 1999 
and 1998: 

Bonds payable at June 30, 1997 
Bonds retired 
Bonds payable at June 30, 1998 
Bonds retired 
Bonds retired early 
Bonds payable at June 30, 1999 

315,000 

__ . 15,000 
300,000 
20,000 
170,000 
110,000 



5. A cctm m lated D eficit 
The Enterprise Fund had accumulated deficits of $74,388 and $85,903 at June 30, 1999 and 1998, 
respectively. M anagem ent intends to elim iuate the existing accmnulated deficit through increased 
revenue froln ad valorem  taxes. 

6. Cash and Certificate of Del)osit 
All cash and certificates of deposit are entirely insured or collateralized. The certificate of deposit 
represents au investment of excess funds in a national bank whose principal office is in the State of 
Louisiana. Its m arket value approximates cost at June 30, 1998. 

Year 2000 Disclosures (UNAUDITED) 
The Colnm ission has addressed Year 2000 issues related to its com puter system s and other electronic 
equipment that are considered mission-critical. Generally, these include the accounting systeln and 

the meter-reading system used in trackiog customer water usage. These systems have been subjected 
to the stages of work, as defined  by GASB Technical Bulletin 98-1, necessary to achieve Year 2000- 
com pliance. Such stages of work are defined as awareness, assessment, remediation, and 
validation/testing. All m ission-critical system s are in the validation/testing phase. Nevertheless, 
lhere can be no assurance lhat, even w ith com pletion of all four stages of work, that Ihe D istrict's 
systems will be fully Year 2000-colnpliant under all circum stances. 
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Coverage 

General liability 

CA DD O PA RISH SEW ERA GE D ISTRICT N O . 2 

SCllEDULE OF INSURANCE IN FORCE 

Fire and extended coverage, vandalism and 
malicious m ischicf 

Fidelity bond on secretary-bookkeeper 

Com puter insurance 

JUN E 30, 1999 

U NAU D1TED 

500
. ,000 

589
. ,330 

10,000 

8~396 



CADDO PAR1SIt SEW ERAGE DISTRICT NO . 2 

SCIIEI)UI.E OF PER DIEM  PAID TO BOARD Ot7 SUPERVISORS 

Board M em ber 

Raynlond E. Donelson 

Peter L. Bradford 

Brad W ebb 

Terry Streetm an 

Total per diem paid 

FOR TIlE YEAR END ED JU NE 30 1999 

M eetings 
Attended 
Regular 

11 

II 

7 

4 

10 

Compensated 
for 

Regular 

11 

11 

7 

4 

10 

Total 

660 

660 

420 

240 

6OO 

2,58o 
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Report on Compliance and on Internal Control over Financial Reportin 
Based on au Audit of Financial Statements Perform ed 

A ccordance w ith Goverm nent AuditinR St 

W e have audited the component unit financial statements of Caddo Parish Sewerage District No. 2 as of 
and for the year ended June 30, 1999, and have issued our report thereon dated September 20, 1999. 
W e 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. 

Co~ liance  
As part of obtaining reasonable assurance about whether tim District's component unit financial statements 
are free of m aterial m isstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts and grants, noncolnpliance with which could have a direct and material effect on 
tile determ ination of financial statement amounts, ltowever, providing an opinion on compliance with 

those provisions was not an objective of our audit aud, accordingly, we do not express such all opinion. 
The results of our tests disclosed no instances of noncompliance that are required to be reported under 
Goverm nent Auditing Standards. 

nternal Control O ver Financial Reoortine 
In planning and perform ing our audit, we considered the D istrict's internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the 
component unit financial statem ents and not to provide assurance on the internal control over financial 
reporting. However, we noted a m atter involving the internal control over financial reporting and its 
operation that we consider to be a reportable condition. Reportable conditions involve m atters com ing 
to our attention relating to significant deficiencies in the desigu or operation of the internal control over 

financial reporting that, ill our judgment, could adversely affect tile District's ability to record, process, 
sum marize and report financial data consistent with the assertions of m anagement in the component unit 
financial statem ents. The reportable condition is described in the ace ompanying schedule of findings and 
questioned costs as Item 99-1. 

IN , IV  
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A m aterial weakness is a colldition in which file design or operation of one or m ore of tile internal control 
components does not reduce to a relatively low level the risk that m isstatcluents in amounts that would 
be m aterial in relation to the general purpose financial statem ents being audited m ay occur and not be 
detected within a timely period by employees in file nornml course of perfornfing their assigned  functions

. 

Our consideration of the internal control over financial reporting would not necessarily disclose all 
m atters in the internaI control that m ight be reportable conditions and

, accordingly, would not necessarily 
disclose all reportable conditions that are also considered to be m aterial weaknesses

, ltowever, we 
believe Item 99-1 to be a m aterial weakness. 

This report is intended  solely for the information and use of the Board of Supervisors
, m anagement, and 

others withiu the organiTation and is not intended  to be  and should not be used by anyone other than these 
specified parties. 

14 



CADDO PARISH SEW ERAGE DISTRICT NO . 2 

SCIIEDULE OF FINDINGS AND OUESTIONED COSTS 

YEAR END ED JUN E 30. 1999 

W e have audited tile financial statem ents of Caddo Parish Sewerage D istrict No. 2 as of and for tile year 
ended  June 30, 1999, and have issued our report thereon dated September 20, 1999. W e conducted our 
audit ill 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 statem ents as of June 30, 1999 resulted in an unqualified opiniou. 

Section 1 - Sunnnarv of Auditor's Reoorts 

a. Report on Internal Control and Compliance M aterial to the H nancial Statelnents 

Internal Control - M aterial weakness was noted; no lr~auagement letter w as issued 

Conli)li3Hce - no lnaterial noncompliance was noted 

b. Federal A wards - None 

Seclion 11 - Financial Statem ent Findines 

99-1 There is inadequate segregation of duties in the control structure over cash. One 
individual is responsible for receiving cash, making deposits, preparing disburselnents, 
recording transactions, and preparing bank reconciliations. Adequate internal control 
requires appropriate segregation of duties considered to be incom patible; however, the 
District has inform ed us that tiffs condition is due to econom ic lim itations on the number 
of personnel em ployed by the D istrict. Accordingly, full segregation of duties is not 
possible. 
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CADDO PARISH SEW ERAGE DISTRICT NO . 2 

SCH EDULE OF PRIOR YEAR FINDINGS 

YEAR END ED JU NE 30. 1999 

Section 1 - Internal Control M aterial to the Financial Statements 

98-1 Lack of segregation of duties over cash. This finding remains unresolved, as it is not 
econom ically feasible for the District to add personnel. 


