CADDO SEWERAGE DISTRICT NO. 7

SHREVEPORT, 1,OUJ SIANA

FINANCIAL ST ATEMENTS

DECEMBER 31, 1998 AND 1997

under provisions of state faw, ths
report is a public document. A
copy of the report has been sunmit.
ted to the audited, or revieved,
entity and other appropriale pubhc
officiats. The raport is svatlabie for
public ingpection at the Baton
Rouge office of the Legislative Audi-
tor and, where appropriate, at the
oftice of the parish clerk of court.
N I O

F e S e -

Rolease Date oo

i ot ruriu i

GFFICIAL
HH (,u,t”‘l'

oy e Sy

DO Ndf 5‘ "i L JT

-
e . T,

COpICe fror this
00Dy Bng PLACE
BACK in FiLE)



I e

CADDO SEWERAGE DISTRICT NO, 7

SIHHREVEPORT, LOUISIANA

TABLE O CONTENTS

PAGL
Independent Auditor’s Report ] -2
Financial Statemcents
Balance Sheets 3 -4
Statements of Revenue, Kxpenses and
Changes in Retained Earnings 5
Statements of Cash Flow £
Notes to the Financial Statements 7— 10
Suppleniental Information
Schedule of Expenditures of Federal Awards 17
Report on Compliance and on Internal Control over Financial
Reporting Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards 18-19
Report en Comphance with Requirements Applicable to Kach Major
Program and Internal Control over Compliance in Accordance with
OMB Cucular A-133 20-21
Schedule of Findings and Questioned Costs — Year IEnded
December 31, 1998 22-24
Summary Schedule of Prior Audit ¥Findings — Year Ended
December 31, 1997 25
Corrective Action Plan 20-27

The Year 2000 Issuces 28



—_— = e e e— =

Richard C. MeCallisten

Certified Public Accountant

3536 Youres Drive
P. O. Box 440456
Shrevepor, LA 711344046
M 1
Mmm:":bTM . (318) 865.9206 Member
, “, nSvie FAX (318} 865-0751 Society of Louisiana
Certified Public Accountants Cenlifiad Public Accounlanis

il i, R

-

Independent Auditor’s Reporf
]

The Board of Commuissioncers
Caddo Sewcerage Distriet No. 7
Shreveport, Lowmsiana

) have andited the accompanying financial statements of Caddo Scewerage Iistrict No. 7,
a component of Caddo Parish, Louisiana, as of and {or the years ended December 31,
L9098 and 1997, as listed m the table of confents.  These {inancial statements are the
responstbility of the District’s management. My responsibility is (o express an opinion
on these financial statements based on my audit.

I conducted my audit in accordance with pgencrally accepted auditing standards, and the
standards applicable to financial audits contained i Goversmnent Auditing Standards,
1ssucd by the Comptroller General of the United States. Those standards require that |
plan and perform the audits (o obtain reasonable assurance about whether the financial
statements are {ree of material misstatement. An audit inciudes examining, on a test
basis, evidence supporting the amounts and disclosures m the financral statemients.  An
audit also mcludes assessing the accounttng principles used and significant estimates
madc by management, as well as evaluating the overall financial statenient presentation. |
behieve that my audit provides a rcasonable basis for my opinion.

As disclosed 1in Note 1, the financial statements present only Caddo Scwerage District
No. 7 and are not intended to present fairly the financtal posttion of Caddo Parish, State
of Louistana, and the results of its operations and cash flows ol its proprictary fund types
and non-cxpendable trast funds 1in conformity  with  gencrally  aceepted  accounting,
principles.

In my opinion, the financial statcments relerred Lo above present faicly, i all material
respects, the financial position of Caddo Parish Sewerage Ihistrict No. 7 as of December
31, 1998 and 1997, and the results of its operations and cash flows for the ycars then
cnded, in conformity with generally accepted accounting principles.




in accordance with Government Auditing Standards, 1 have also 1ssucd my report dated
May 4, 1999 on my consideration of Caddo Sewerage District No. 7 internal control over
financial reporting and my tests of its compliance with  certain provisions of laws,
regulations, contracts and grants.

My audit was performed for the purpose of forming an opinion on the financial
statements taken as a whole., The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budgpet Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and 18 not required part of the gencral purposc financial statements
and, in my opinion, is fairly stated, in all matcrial respects, i relation to the gencral
purposec financial statemcnts taken as a whole.

The year 2000 supplementary information on page 28 is not a required part of the basic
financial statcments but is supplementary information required by the Governmental
Accounting Standards Board, [ have applied certain limited procedurcs, which consisted
principally of inguirics of management regarding the mcthods of measurcment and
presentation of the supplementary information. lHowever, I did not audit the information
and do not cxpress an opinion on it.  In addition, I do not provide assurance that Caddo
Sewerage District No. 7 is or will become year 2000 compliant, that Caddo Sewerage
District No. 7°s year 2000 remediation ciforts will be successiul i whole or in part, or
that parties with which Caddo Sewerage Ihistrict No. 7 does business are or will become
ycar 2000 comphant.

AT W L OV~

Richard C McCalljsicr
May 4, 1999



CADDO SEWERAGE DISTRICT NO. 7

BALANCE SHEETS

DECEMBER 31, 1998 AND 1997

ASSETS

Current asscls
Cash - unrestricted
Accounts receivable - Note 4
Prepaid expenscs

Total ctirrent asscls

Restricted assets

Cash

Revenue Sinking Fund

Reserve Sinking Fund

Depreciation and Contingency Fund

Construction Fund

Customer deposits and permits

Ad Valorem Tax Collections - Note 5

DOTD Sinking Fund - Note 11
Certificate of Deposit - customer deposits
Accounts receivable - Ad valorem - Note 5

Total restricted asscts

Property, plant and equipment, at cost - Nole 6
Machinery and cquipment
Scwer system
Land
Construction in progress

l.css: accumulated depreciation

Total property, plant and equipment

[ —— T

Deferred finance charge -Note 7

Tatal asscls

A L, o e Tm—— ——

1998

153,627
49,160
BEIRR

208,302

-——— o Te——

26,804
172,748
164,884

71,980

3,654

38,3606

88,729

64,100

28,125
4,697,025
37,500
500

4,777,650
1,394,817

3,382,833
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4,355,991
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The accompanying notes are an integral part of these financial statements.
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125,080
49,354
515

179,949

20,35)
155,157
147,649
47,721
3,051
82,777
72,865
64,100

09,657

.. 063,328

21,738
4,665,672
35,000

_ . 15,000
4,737,410
_ 1,246,587

3,490,823

L 17942
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LIABILITIES & FUND EQUITY

Current habilitics (payable {rom current asscts)

Accounts payable
Total

Current habilitics (payable from restricted asscls)

Accrucd interest - revenue bonds
Revenue bonds payable
Customer deposits and permits held
Accrued interest - gencral obligation bonds
General obligation bonds payablc
Deduction from taxces - asscssor

Total

T'otal current habilities

l.ong- teom liabilitics
Revenue bonds payable - Note 8
General obligation bonds payable - Note 8

[.oans payable - [.ouisiana DOTT) - Note [1]

Total long-tcrm habilitics
Total habilitics
Jund cquity
Contributed capital
Federal EPA contribution
l.ouisiana grant

Total contributed capital

Retained carnings

Reserved for gencral obligation bond retirement
Reserved for revenue bond current debt service
Reserved for revenue bond future debt service
Reserved for revenuce bond debt service contingency

Uinreserved retained carnings
Total retained carnings
Total fund equity

Total habilitics and equity

_—— e —

1998

_—. - —— . ———————

23,194
12,729
67,754
9,435
25,000
__ 1,581
169,693

—— m "

. 185,303

2,278,590
527,000
[34,892

2,940,482

—_— et —— e — —_—— .

L.

33,635
686,508

720,203

58,984

( 39,119)

172,748
164,884

—_————_——,
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430,991
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1,230,206
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1997

9,185
9,185

23,226
40,87
67,151
12,645
25,000

2,002

170,895

- 180,089
2,326,366

(00,000
[ 34,892

_ 3.061.258

_ 3,241,338

35,237
11836

147,073

112,787
( 43,746)
155,157
147,649
. 51,784

__ 423,631

24,412,042



CADDO SEWERAGE DISTRICT NO, 7

STATIEMENTS OF REVENULE, EXPIINSIEES

AND CIIANGES IN RETAINED EARNINGS

FOR THE YEARS ENDED DECEMBER 31, 1998 AND 1997

1998
Opcrating revenuces
F'ees and charges for serviees 535,402
Opcrating cxpenses
Personal scervices 67,300
Advertising, ducs and subscriptions 952
Printing 1,017
LHtifitics 19,449
Communications 6,787
Rentals paid 5,360
Maintcnance of property and cquipment 78,016
Profcssional services 16,801
Insurance and surety bonds 15,107
Office expenscs 4,315
Travel 5,890
Bad dcbts 1,692
Depreciation 148,613
Total operating expensces 371,299
Opcrating mcome 164,163
Non-operating revenuc (CxXpensc)
Interest income 29,180
Ad valorem taxcs 54,747
Tax asscssor charges ( 1,581)
Interest and fiscal charges _( 187,013)
Total non-opcrating revenue (expensc) 104,001
Nct income 59,502
Add depreciation on fixed asscts acquired by grants externaily
restricted for capital acquisitions and construction that
reduces contribuled capnal 26,870
Increase in retained carnings 86,372
Retained carnings - beginning 423,631
Retained carnings - ending 510,003

‘I'he accompanying notes arc an intcgral part of these financial statements.,

R
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1997

————

520,873

61,144
418
1,310
19,702
6,407
4,800
72,402
17,568
13,618
5,005
5,923
143
141,569

350,009

...176,804

19,125
71,391

( 2,002)
(.201,723)

- (113,209)

03,595

20,870

90,4065
_ 333,166
423,63
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CADDO SEWERAGE DISTRICT NO. 7

STATEMENTS OF CASH FI.OW

FORTHE YEARS ENDED DECLEMBIR 31, 1998 AND 1997

—_—m —_— —_— — = - -

INCREASE (DECRIEASI) IN CASIHL AND CASH EQUIVALLENTS

Cash flows from opcrating activitics

Cash recetved from customers
Cash payments to suppliers for goods and services
Cash payments for personal services

Nct cash provided by operating activities - Note 14

Cash flows from non-capital financing activilics
Deposits reeeived from customers

Net cash from non-capital financing activitics

Cash flows from capital and rclated financing activitics
I’rocecds from ad valorem tax collcctions
Acquisition and construction of capital assets
Principal paid on revenue bonds

nierest paid on revenue bonds

rincipal paid on general obligation bonds

Interest paid on gencral obligation bonds

Jond refunding costs paid

Net cash uscd for capital and related financing activitics

Cash {lows from investing activitics
Intcrest on investments

Net increasc (decrcase) cash and cash equivalents
Cash and cash cquivalents at begimning of year

Cash and cash cquivalents at end of year - Note |

1998

———m e ar—

533,964
( 148,083)
(. 006,372)

L —

319,509

[

L i —

603

. — — e m remrm =, —_ . —

67,349

( 40,738)
( 45,918)
( 150,007)
( 73,000)
( 35,923)
_(4,920)

. (283,157)

784,892

o o

L i r-p- ] — T

1997

526,057
( 134,60])
- _61,596)

.. 329,800
2320
2,320
71,715

( 68,834)

( 53,370)

( 154,897)

( 20,000)

( 42,401)

-_———— - - ——— — - -

L 2067,787)

19,125

—— e . = - —_—— .

83,518

035,233

L1875
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The accompanying noles arc an inlegral part of these financial statements,
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CADDO SEWERAGE DISTRICT NO. 7
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1998

Summary of significant accounting policics

- r—

The following 1s a summary of the significant accounting policics of the District:

.

.

d.

h.

Caddo Sewerage District No. 7 is a governmental subdivision of the Caddo Parish

Commission, This report imcludes ali funds controlled by Caddo Scwerage District No. 7. The
Iistrict 1s considered a component unit of the Caddo Parish Commission, and will be included in
the Commission’s financial report for 1998. The District was formed 1o construct and operate a
scwerapce collection and treatment system North of Shreveport, Louisiana. The District serves
approximately 1,500 customers and has one {ull-time employce. Its five board members arc
appointed by the Caddo Parish Commission and arc compensated $60 cach per meceting atiended.
[t is accounted for as an enterprise fund as the project is substantially financed through user [ecs.
‘The District uscs the accrual basis of accounting where revenucs are recognized when carned and
become measurable. lixpenses arc recognized when incurred.

Cash and cash cquivalents consist of all cash accounts identified as “Cash” under the
classifications of currcent assels and restricted asscls. All of these accounts qualily as cash or cash
cquivalents.

Provisions for bad debts on receivables arc provided currently, and identificd bad debts
arc written ofl agamst the balances provided.

Property, plant, and cquipment are stated at cost. Depreciation is provided on assets 1n
service using the straight-line method over their useful lives.

All costs associated with the construction of the system additions, including interest and financing
costs, are capitalized. Financing costs associated with refunding bond issucs are capitalized and
amortized over the term of the bond issuc.

Depreciation recognized on assets acquired with contributed capital 1s closcd (o the appropriate
contributed capital account.

All highly liquid debt mstruments (including restricted asscts) purchased with a maturity
of three months or less are considered 1o be cash equivalents for the purposcs of the statement of

cash flows.

Income taxes arc not provided as the District is exempt from taxces being a governmental
unit.

The District has adopted a leave policy only as to vacation. The policy provides for accumulation
and vesting of leave; however, no provision 1s made for accumulation and vesting of leave duc to

its siall amount.

Prepaid 1items are recorded on the books for those that benefit future periods.




2. Restricted accounts receipts and disbursements

Cash - Janvary 1, 1998

Cash receipts:
Transier from operating account
Tax collections
Intcrest on nvestunents

‘Total cash receipts
Total cash availabic

Cash disbursements;
Principal and interest
Contraclors, cquipment and
professionals
Adminisirative

T'otal cash disburscimcents
Cash - December 31, 1998

Amounts required to be on deposit

Cash - January 1, 1997

Cash receipls:
Transfer from opcrating account
Receipt from DOTD
Tax collections
interest on investments

Total cash receipts
Total cash available

Cash disbursemenits:
Principal and inlerest
Contractors, cquipment and
profcssionals
Admimstrative

Total cash disbursements
Cash - December 31, 1997

Amounlts required o be on deposil

Revenue i__g SCIve Depr & Ad
sking inking Conting Valorem Conslruct
20351 155,157 147,649 82,777 47,72] _
202,054 9912 9.9]2 24,000
(07,596
_ oI 7,679 7,323 4762 2864
203,065 17,591 17,235 69,358 206,804
_ 223416 172,748 104,884 152,135 74,585
196,112 107,996
4,344 2.605
500 ka2 .
_ 196,012 o o 113,769 2,605
26804 172,748 164,884 38,366 71980
) 23,868 154,760 164 545
Revenue Reserve Depr & Ad
Sinking Sinking Conting Valorem  Conslrucl
29,085 141,160 133,868 70,311 32,682
198,240 9912 9.912 24,000
71,551
L1103 - 4085 3,88) 2,930 1,133
199,343 13,997 13,793 74481 25133
229 02;_6_ 135,157 147,601 144,792 57815
207,669 6,400
10,094
Voo Y ]
208,677 0 12 62,015 10,094
20351 155157 147,649 82,777 47,721
005 145030 147,392

DOTD

72,865

12,000
3,864
15, §(14_

88,729

88,729

DOTDH

59,100

12,000

1,778
13,778

12,878

13
13
72 3(}‘}

AT



3. Collateralization of cash accounts

Cash deposits at Bank Onc are collateralized as follows at December 31, 1998 and 1997:

19938 1997
Fair market value of securitics pledged 210,682 GGO, 000
Current FIDIC coverage ) 100,000 100,000
'otal collateral 310,682 760,000
Collected cash balances 786,695 722,957
Collateralization (shortape) excess . (476,013) 37,043

The uncollateralized balance of $476,013 1s not sccurcd by the pledge of securitics and 1s a
violation of stalc law.

. Accounts reccivablc
Accounts receivable customers at IDecember 31, 1998 and 1997 consists of the following:

1998 1997
Accounts receivable - customets 51,560 51,754
Allowance {or bad debts (24000 2,400)
Total accotints receivable 49,160 49,354

. Ad Valorem Taxes

An ad valorem tax is levied in October cach year for the fiscal ycar and becomes delinguent
after December of the same year. Taxes are collected by the Caddo Parish Sherif™s office and
forwarded to the District alier removal of tax asscssor charges. Ad Valorem tax revenue is

recognized when levied.

1908 1997
Assessed valuation within District - net 4,034,040 3,950,650
Millage 1400 18.00
Taxcs levied 56,477 71,220
[.css: Uistimate of uncollectibles [,424 [,424
Amounts already collected I )
Accounts receivable - ad valorem 55,053 09,657

Tt —



6.
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Ad Valorem taxcs arc asscsscd to retire the gencral obligation bonds of the District. The
District has $93.419 1n net current asscts al December 31, 1998 1o cover $36,016 in 1999
maturing principal and interest. 13ased on the current property valuation within the Distriet,
subscquent millage requirements should approximale fourlcen.

Fixed asscls

The District completed construction of its {irst phase of scwer system January 1, 1985 at a
cost of $1,687,856. The sccond phase was completed December 1, 1989, atl a cost of
$1,845,274. Substantial additions were complceted during 1995 at a cost of $853,947.
Constructed systems arc being depreciated on a straight-linc basis of 25 ycars.

. Deferred {inance charges

In conjunction with refunding bond i1ssucd, refinancing costs were incurred. These costs are
amortized on a straight-hine basis over the term of the new bond 1ssues.  Included in interest
expense for the years ended December 31, 1998 and 1997, amortization of these costs were

$4,324 and $4,139, respectively.

Changes in long-icrm debt
The following is a summary ol bond transactions of the District for the years ending
December 31, 1998 and 1997:

CGieneral
Oblipation Revenue
1998 1997 1998 1997
Bonds payable - beginning of year 625,000 645,000 2,307,237 2,420,607
[.css bonds retired - net 73,000 20,060 45918 53370
Bonds payablc - end of yecar 552,000 625,000 2,321,319 2.367,237
| .css portion classified as current _ 25,000 25,000 42,729 40871
l.ong-term portion 527,000 600,000 2,278,590 2,320,306

10
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Bonds payablc at December 31, 1998 and 1997 are comprised of the following individual

ISSUCS:

General obligation bonds serviced through
Ad valorem tax collections:

$365,000 1983 bonds due in annual

installments of principal and interest of
approximately $21,000 through 2023:

mterest at 5%

$257,000 1998 refunding bonds duc in annual
installments of principal and interest of approximately
$33,300 through 2008; interest at 5%

$420,000 1988 bonds duc in annual
installments of principal and secmi-
annual installments of interest totaling
approximately $43,000 cach year through
2008; interest is variable by year and
averages 8% over the entire term

Jotal general obligation bonds

Revenue bonds

$520,000 1983 sewer revenue bonds duc
i annual installments of principal and
interest of approximately $30,000;
through 2023; interest at 5%

$1,315,000 1989 scwer revenue bonds
duc in annual installments of principal
and intcrest of $95,651 through 2028;
interest at rates below:

1989 6 2%
TO89A 7 318%
$&15,000 1991 scwer revenuce refunding bonds
duc in annual installments of principal
and interest of approximately $70,000
through 2016, average interest at 7.1 %

T'otal revenuc bonds

I ]

1998

295,000

257,000

rA oy

552,000

430,000

928,205
203,114

700,000

[ B ey —

1997

300,000

325,000

" STy

438,000

947,251
201,986

720,000
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On Apnl 1, 1998, the District issued $257,000 of gencral obligation sewer refunding
bonds. The procceds were usced o redeem $305,000 of 1988 peneral obligation bonds. ‘The
cost of the issuance approximated $6,000; however, the present value of the net savings
was cstimated to be $39,000.  An additional principal payment in the amount of $50,000
was drawn from the Ad Valorem tax cash account in the refunding,

The annual requirements to amortize all bond debt outstanding at December 31, 1998,
including 1ntercst payments of $2,839,881 arc as follows:

Year ending

December 31 Obligation Revenue Total
1999 52,100 194,891 246,991
2000 49,875 193,121 242,996
2001 52,575 196,351 248,926
2002 51,175 195,251 246,426
2003 53,504 193,001 246,505

2004-2029 596096 3885260 4481356
Total 855,325 4,857,875 5,713,200

Rate covenant-debt service charge

In accordance with the District’s bond resolution authorizing the issuance of its refunding,
bonds, the District, through its Board of Commissioncrs, covenants to {ix, cstablish and
mamtain such rates and collect such fees, rents or other charges for the services and
facilitics of the system, and all parts thereof, and to revise the same from time to time
whenever necessary, and will always provide revenucs in cach year sufficicnt to pay the
rcasonable and nccessary expenses of operating and maintaining the system in cach ycar,
the principal and interest maturing on the Bonds and the Parity Bonds in cach ycar, all
rescrves or sinking funds or other payments required for such year by the Bond Resolution,
and all other obligations or indebtedness payable out of the revenues of the system for such
ycar, and which will provide revenues in cach year after paying all reasonable and
nceessary expenses of operating and maimntaining the system in such year, at least equal to
120% of the largest amount of principal and interest maturing in any future fiscal year on
thc Bonds and the Parity Bonds.

12
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Debt service coverage for the year ended December 31, 1998 1s calculated below:

Largest principal and interest maturing in any fiscal year 198,257
Rate coverage - 120%
Required debt service coverage 237,908
Opcrating income 164,103
Add:  Dcpreciation 148,613
Inicrest on revenuc accounts 27310
l.ess:  Paying agent fecs included in fiscal charges (L 1,000)
I¢bt service coverage 339,080

B —r =T =T

Flow of funds; restriclions on use-scwer revenuc

Under the tcrms of the bond indentures on outstanding Sewer Revenue Bonds, all income
revenucs (hereynafier referred 1o as revenuc) of cvery nature, carncd or derived from
opcration of the Utility System arc pledged and dedicated to the retirement of said bonds,
and arc 1o be set aside into the following special funds;

Reevenue 1s first deposited 1n Sewer Revenue Fund and shali {irst provide for the
payment of the reasonable and nccessary expenses of operating and maintaining the

Sysici.

lvach month, there will be set aside mto a fund called the “Bond and Interest Sinking
Fund™ an amount constituting 1/12 of the next maturing installment of principal and
1/12 of the next maturing installment of interest on the outstanding bonds. Such
transfers shall be fully sufficicnt to assurc the prompt payment of principal and interest
installments as they become due, and may be usced only for such payments.

Therc shall also be set aside into a “Scwer Rescrve IF'und™ an amount cqual to 5% of the
principal and interest payments required during the current fiscal year until there shall

have been accumulated 1n the Reserve Account an amount cqual to the maximum
principal and interest requirements in any onc maturily ycar.,

13
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11.

12.

Such amounts may be used only for the payment of maturing bonds and interest coupons
for which sufficient funds arc not on deposit in the Bond and Interest Sinking 'und and
as 10 which there would otherwise be default.

I‘'unds will also be set aside into a Depreciation and Contingency I'und an amount cqual
to 5% of the principal and interest payments required during cach {iscal ycar. Money in
the FFund may be used for the making ol extraordinary repairs or replacements to the
system which are necessary to keep the system in opcerating condition and for which
moncy is not available as a maintenance in operation cxpense. Money in this fund may
also be usced 1o pay principal or interest on the bonds falling duc at any time there is not

suflicient money for payment in the other bond funds.

l.oans payable - DOTD

T'he Louisiana Depattment of Transportation and Development (DOTD) has loancd the
District $134,892 pursuant to Act 319 of the Louisiana Legislature. The funds were used
to relocate sewerage lines. The Act docs not have any stated repayment terms or interest
ratcs. 1DOTD can demand repayment when the District permits any additions 1n a state
maintaincd highway right-of-way. A scparatc fund cailed “DOTD Simking Fund” was
started during 1991 for cventual repayment of this loan if nccessary. The District plans (o
place $1,000 per month in such fund. At Dccember 31,1998, the account balance was

$88,729.

Pension Plan

TI'he District has adopted a Simplified Employce Pension Individual Retirement Accounts
Contribution Agrcement. The plan calls for discretionary contributions in cach calendar
year {o the Individual Retirement Accounts of all chgible cmployces who are at least 21
years old and have 6 months service. Total payroll for the year ended December 31,1998
was $58,810 of which $46,906 was covered by the plan. The policy of the District 1s to
contribute 1o the plan a percentage of covered payroll equal to the employer’s portion of
taxes that would have been due under Social Sccurity. Such percentage was 6.2% and
contributions of $2,908 were paid to the plan.

14




13.  Paymecenis 1o Commissioncrs
The following is a schedule of commuissioners of the District and amounts paid them per

diem {or the year ended December 31, 1998:

Jerm

Commuissioner Per Dicm  lixpiration
George Wilson 840 11-1-2000
Biily Decaring 540 11-1-2000
Calvin 1< Millender 840 11-1-1999
Catherine I3 Hall 780 11-1-1998
Kenneth W Fedd 840 1-1-2001]
R ID Van Aken 60 1-1-2001

T'otal 3,900

= ey s i

14.  Statement of cash {lows
Reconciliation of operating income 1o nct cash provided by operating activities:

1998 1997
Operating income 164,163 176,804
Adjustments to reconcile operating income 1o nct cash
provided by opcrating activitics:
Depreciation 148,613 141,569
[.oss on salc 14
Change 1n asscts and habilitics:
Accounts receivable 194 7,659
Prepaid expenscs ( 297)
Accounts payablc 06425 4,125

319,509 329,860

_ e T . IV ="

Nci cash provided by opcrating activitics

=
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[ 6.

Risks of loss

—_— e e— e— — —— — e e e —  — — — — —

Risks of loss arc covered through the acquisition of commercial insurance. The District
has incurred only small claims in the past for damages that were substantially covered by

nsurance.

Schedules of insurance coverage tn clicet at December 31,1998 and 1997 arc as [ollows:

Company lype
Scotlsdalc Commercial
Ins. Liability

Fidclity
State Farm Bond
LLloyds of Commercial
LLondon Property

[.A Work Workmens
Comp Comp

Commitments and conlingencics

-— —a.ma

Coveragce

600,600

500,000

386,600

r

1

A

lutory

I<ffective
Dates

7-98 /7-99

4-98 / 4-99

4-98/ 4-99

2-98 7 2-99

[ffective
Dalcs

- B, P —p——

7-97 7 7-98

5-97 / 5-98

4-97 1 4-98

2-97 /1 2-98

In the event the District permits with the DOTD for any subscqucent construction, loans
totaling $134,892 at December 31, 1997 becomce payable on demand by the DOT1). Funds
sct aside in the DOTD sinking fund in the amount totaling $88,729 through December 31,

1998, havc been provided for this contingency.

The District recerved 1ts water discharge permit {rom the Louisiana Department of
Fnvironmental Quality (DLIQ) cffcective Junc 24, 1994, 'The permit sct effluent discharge
limitations which the current system is unable to mect without modifications. A project
will be required to be completied no later than June 25, 1999, The project’s estimated cost
15 $700,000. The Board likely will be required to request additional time to complete the
project. Funding and final construction plans have not been completed. I additional time
1s not granted, the DEQ could imposc substantial {inancial penalties on the Districet.

10
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CADDO SEWERAGL DISTRICT NO. 7
SCHEDULE OF EXPENDITURES O FEDERAL AWARDS
FORTHE YEAR ENDED DECEMBIGR 31, 1998

I‘edceral Agencey or IF'ederal
I'ederal Grantor/Pass-through Grantor/ CIDA Pass-through  Disbursements
PProgram '|'itle Numbcr Numbecer Lixpenditures
().S. Department of Agriculture
Farmers Home Administration
|.oan Scewer Construction 10.760 N/A 0

———

The ULS. Department of Agriculture 1s the registered owner of the following bond issucs stated at
the principal balances at December 31, 1998:

1983 General Obligation Bonds 295,000
1983 Scwer Revenue Bonds 430,000
1989 Scewer Revenue Bonds 928,205
1989A Scwer Revenue bonds 263,114
I'otal bonds 1,9_]6,"319_ *

-_— —_— e m e
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Richard C. MeCallisten

Certified Public Accountant

3536 Youres Drive
P. 0. Box 44046
Shraveport, LA 711344046
Ameoncan Institute of FAX (318) 865-0751 SocCiety of Louisiang
Certifiod Public Accountants Cenified Public Accountants
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL. OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCI WITII
GOVERNMENT AUDITING STANDARDS

The Board of Iirectors
Caddo Sewerage District No. 7
Shreveport, Loulsiana

I have audited the financial statements of Caddo Scewerage 1istrict No. 7, Shreveport,
Louisiana, a component unit of Caddo Parish, Lowsiana, as of and Jor the ycars ended
December 31, 1998 and 1997 and have 1ssucd my report thercon dated May 4,1999. 1 have
conducted my audit in accordance with gencrally accepted auditing standards, and the
standards applicable to {inancial audits contained in Government Auditing Standards, 1ssucd

by the Comptroller of the United Statcs.

Compliance

As part of obtaming rcasonable assurance about whether Caddo Sewcerage District No. 7
financial statements are free of material misstatement, 1 performed tests of s compliance
with certain provisions of laws, regulations, contracts and grants, noncompliance with which
could have a dircet and material effect on the determination of [inancial statement amounts,
[However, providing an opinion on comphiance with those provisions was not an objective of
my audit and, accordingly, 1 do not cxpress such an opmion.  The results of my tests
disclosed onc instance of noncompliance that is required to be reported under Government
Auditing Standards which 1s described 1 the accompanying schedule of findings  and

questioned costs as item 13-1,

Internal Control Over IMinancial Reporting

In planning and performing my audit, I considered Caddo Scwerage District No. 7 mternal
contro] over financial reporting in order to determine my auditing procedures {or the purposc
of expressing my opinion on the general purposc financial statcments and not to provide
assurance on the iterpal control over financial reporting. My consideration of the miternal
control over financial reporting would not necessartly disclose all matters in the internal
control over financial reporting that might be material weaknesses. A material weakness 1s a
condition in which the design or operation of onc or more ol the internal

I 8



control components docs not reducc 10 a relatively low level the risk that misstatements in
amounts that would be malerial in relation to the gencral purpose financial statements being
audited may occur and not be detected within a timely period by employces in the norma
coursc of performing their assigned functions. 1 notcd no matters involving the internal
control structure over financial reporting and its operation that 1 consider to be a material
weaknesses.  llowever, T noted other matiers involving the internal control over financia
reporting that I have reported in the accompanying schedule of findings and questioned costs.

This report is intended for the information of the audit committee, management, and lederal
awarding agencics and pass-through cntitics. However, this report is a matler of public
record, and its distribution is not limited.

AN
icokand] @ meCatll s>
Richard C McCallister

Shreveport, Louisiana
May 4, 1999
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Richarnd C. MceCallister

Certified Public Accountant

3536 Youree Onive
P. Q. Box 440465
Shreveport, LA 711344046
Member (318) 865-9206 Member
Arnerican Institutle of FAX (318} 8650751 Society of Lovisiana
Cerlified Public Accountants Ceorlifiod Public Accountants
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REPFORT ON COMPLIANCE WITH REQUIREMENTS
APIPLICABLE TO EACII MAJOR PROGRAM AND INTERNAL CONTROI,
OVER COMPILIANCIE IN ACCORDANCE WITI OMB CIRCULAR A-133

Board of Comnussioncers
Caddo Sewerage District No. 7
Shreveport, LA

Compliance

| have audited the compliance of Caddo Scwerage District No. 7, wath the types of compliance
requirements described in (e U S, Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that 1s applicable 1o cach of its major {ederal programs for the years
ended December 31, 1998 and 1997. Caddo Sewcerage District No. 7 major federal programs arce
identified in the summary of auditor’s resulls scction of the accompanying schedule of findings
and questioned costs.  Compliance with the requircments of laws, regulations, contracts and
grants applicable to cach of its major federal programs is the responsibility of Caddo Scwerage
District No. 7 management. My responsibtlity is to express an opinion on Caddo Sewerage
District No. 7 comphance based on my audit.

I conducted my audit of compliance in accordance with gencrally accepted auditing standards;
the standards applicable to financtal audits contained in Government Auditing Standards, issucd
by the Compuroller General of the United States and OMDB Crreular A-133, Audits of States,
Local Governments, and Non-Profit Organizations. Those standards and OMD Circular A-133
require that 1 plan and perform the audit to oblain rcasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a
direct and material cftect on a major federal program occurred. An audit includes examining, on
a test basis, evidence about Caddo Scwerage District No. 7 campliance with those requirements
and performing such other procedures as | considered necessary in the circumstances. | believe
that my audit provides a reasonable basis {or my opion; my audit docs not provide a lepal
deternunation on Caddo Sewcrage District No. 7 compliance with those requirements.
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[n my opinion, Caddo Scwerage District No. 7 complied, in all material respects, with the
requirements referred to above that arc applicable 10 cach of its major federal programs for the
years ehded December 31, 1998 and 1997,

Intcrnal Control over Compliance

The management of Caddo Scwerage District No. 7 is responsible for establishing and
maintaining cffective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and perlorming my audit, 1
considercd Caddo Scwerage District No. 7 internal control over compliance with requirements
that could have a direct and matcrial effect on a major federal program in order to determine my
auditing procedurcs for the purposc of expressing my opinion on compliance and o test and
report on internal control over compliance in accordance with OMB Circular A-133.

My consideration of the internal control over compliance would not necessarily disclose all
maticrs in the mernal control that might be a matcrial weakness. A malterial weakness is a
condition in which the design or operation of onc or morc of the internal control components
does not reduce to a relatively low level the risk that noncompliance with applicable
requircments of laws, regulations, contracts and grants that would be material in relation to a
major federal program being audited may occur and not be detected within a timely period by
cmployces in the normal course of performing their assigned functions. 1 noted no matters
involving the internal control over compliance and its operation that I consider to be a matcrial

weakness. However, 1 noted other matters involving the internal control over compliance and
its operation that I have reported 1n the accompanying schedule of findings and questioned

COsts,

This report is intended for the information of the audit commitice, management, and {ederal
awarding agencics and pass-through cntitics.  However, this report is a matter of public record

and its distribution is not limited.
W O e Catbal.

Richard C McCallister
shreveport, LA
May 4, 1999
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CADDO SEWERAGE DISTRICT NO. 7
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 1998

SUMMARY OF AUDIT RESULTS

1. The auditor’s report expresses an unqualifed opinion on the financial statements of
Caddo Sewcrage District No. 7.

2. Two reportable conditions relating to the audit of the financial statements 1s
reported in the Report on Compliance and on Internal Control over Financial
Reporting Based on an Audit of I'inancial Statements Perlormed 1n Accordance
with Government Auditing Standards.  Onc condition is reported as material non-
compliance; onc condition is not reported as a material weakness.

3. No instances of noncompliance matcrial to the financial statements of Caddo
Scwerage District No. 7 were disclosed during the audit.

4. Onc reportable condition relating to the audit of the major {ederal award program i1s
reported in the Report on Compliance with Requirements Applicable to cach Major
Program and Internal Control over Compliance in Accordance with OMB Circular
A-133. The condition is not reported as a material weakness.

5. 'The auditor’s report on compliance for the major fedcral award program lor Caddo
Scwerage District No. 7 expresses an unqualificd opinion.

6. Audit findings relative to the major {ederal award program for Caddo Scewerage
District No. 7 arc reported in Part C of this schedule.

7. The programs tested as major programs include U. S. Departiment of Agriculture
Loan Scwer Construction 10.760.

8. The threshold for distinguishing Types A and B programs was $1,9106,319.

9. Caddo Sewcrage District No. 7 was not determined to be a low risk auditee.
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FINDINGS — FINANCIAL STATEMENTS AUDIT

REPORTABLI CONDITIONS

Sccurity for deposits
Condition:  The District deposits are not {ully collatcralized by the bank,

Criteria: l.ocal depositing authoritics shall require security for 100% of its

deposits.
Iffect.  Places funds at risk 1n violation of stalc law,
Cause:  Banking institutions crroncously dropped accounts that were to be

covered. Insufficient reporting by bank to District of pledged sccuritics
made detection difficult.

Recommendation: Sccretary/Trcasurer should analyzc the fair marked value of new

sccuritics being pledged before relcasing currently pledged sceuritics and
compare that amount with collected bank deposits.

Sceregation of duties

Condition: Duc do the District being limited 1o onc person involved in the
opcration of the office, most of those aspects of internal accounting control which
rcly upon an adequate segregation of dutics are {or all practical purposcs, arc
missing in the system.

Criteria: When practical, personnel should have appropriate scgregation of dutics.

Effect: Accounting controls over accounts receivable, collections, and genceral
ledger accounting are compromiscd

Recomnmiendation: There is no recommendation at this time.




C.  FINDINGS AND QUESTIONED COSTS - MAJOR FEDIERAL AWARD
PROGRAM AUDIT

L. S. Department of Agriculture CFDA No. 10.760
1. l.oan Scwer Construction Account year ended December 31, 1998

Reportable Condition: Duc do the District bemg hmited (o one person involved in
the opceration of the office, most of thosc aspects of intcrnal accounting control
which rely upon an adcquate scgregation of dutics are for all practical purposes, arc
missing in the system.

Criteria: When practical, personnel should have appropriate scgregation of duties.

Effect: Accounting controls over accounts receivable, collections, and genceral
lcdger accounting arc compromiscd.

Reconvnerndation: There 1s no recommendation at this time.
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CADDO SEWERAGE DISTRICT NO. 7
SUMMARY SCHEDULLE OF PRIOR AUDI'T FINDINGS
YEAR ENDIED DECEMBIIR 31, 1997

U.S. DEPARTMENT OFF AGRICULTURY,

1997 — Irarmers 1lome Administration L.oan Sewer Construction 10.760

Scgregation of dutics

Condition: 1Duc to the District being hmited to one person involved m the operation
of the office, most of thosc aspects of internal accounting control which rely upon
an adequate scpregation of dutics arc {or all practical purposcs missing in the

systcni.

Recommendation: None.

Current Status: Same.
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CADDO SEWERAGE DISTRICT NO. 7
P O BOX 7606
SHREVEFPORT, LA 71137
May 4, 1999

CORRECTIVIE ACTION PLAN

l.cgislative Auditor
State of Louisiana
Baton Rouge, Loulsiana

Farmers Home Administration
Coushatta, l.ouisiana

Caddo Scwerage District No. 7 respectfully submits the {ollowing corrective action plan for the
ycar ended December 31, 1998,

Namec and address of accounting firm:
Richard C. McCallister, CPA
P O Box 44046
Shreveport, LA 71134

Audit period:
December 31, 1998

The findings {rom the December 31, 1998 schedule of findings and questioned costs arce
discussed below. The findings are numbered consistently with the numbers assigned in the

schedule. Scction A of the schedule, Summary of Audit Results, docs not include findings and
1s not addresscd.

B. FINDINGS - FINANCIAL STATEMENT AUDIT
REPORTABILIL CONDITION
1. Sccurily for deposits
The District’s deposits are not {ully collateralized by the bank.
Action taken: Bank has been immediately notified to correct this crror and collateralize

all deposits. Sceeretary/reasurer will review all new pledges with balances before
relcasing current pledges.
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2. Segregation of duties

Due do the District being Imited o onc person involved in the operation of the office,
most of thosc aspects of internal accounting control which rely upon an adequate
segregation of duties arc for all practical purposcs are

missing 1 the system.

Action Taken: No action is being taken at this time

C. FINDINGS - FEDERAL AWARD PROGRAMS AUDITS
U. S. DEPARTMENT OIF AGRICULTURIE CIDA No. 10.760

1. Loan Scwer Construction Account yecar ended December 31, 1998

Reportable Conditions: Sec B.1.

Very truly yours,

CADDO SEWIEERAGE DISTRICT NO. 7
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CADDO SEWERAGE DISTRICT NO. 7
THE YEAR 2000 ISSUES
DECEMBER 31, 1998

The District uses computers for their accounting functions and other clectronic equipment in its
operations. This equipment is subject to become inoperable at the beginning of year 2000. The
office computer cquipment has been tested for compliance and software vendors of pertinent
soltware have verified their compliance.  The District is still corresponding  with  (he
manufacturer regarding some of its ficld cquipment that is crucial to operations.  All known
corrective measures, if any, should be completed before year end.
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