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W e have audited tile com ponent unit financial statem ents of Caddo Parish Sewerage D istrict No. 2, a 
comlu3nent unit of the Parish of Caddo, Louisiana as of June 30, 1998 and 1997, and for tile years then 
ended, as listed in the table of contents. These component unit financial statem ents are the responsibility 
of the District's mauagement. Our responsibility is to express an opinion on these COlnponent unit 

financial statements based on our audits. 

W e conducted our audits in accordance with generally accepted auditing standards and Govermnent 
Auditbtg Standards, issued by the Comptroller General of the Uniled States. Those standards require that 
we plan and perform the audits to obtain reasonable assurance about whether tile com ponent unit financial 
stalenleuts are free of m aterial nlisslalem eut. A u audit includes exallliuiug, on a test basis, evidence 
supporting tlle am ounts and disclosures in the component unit financial statements. An audit also includes 
assessing the accounting principles used and significant estimates m ade by management, as well as 
evaluating the overall component unit financial statement presentation. W e believe that our audits provide 
a reasonable basis for our opinion. 

lu our opinion, tlm con/ponent unit financial statem ents referred to above present fairly, ill all m aterial 
respects, the financial pusition of Caddo Parish Sewerage D istrict No. 2 as of June 30, 1998 and 1997, 
and the results of its operations and cash flows of its proprietary fund for the years then ended, in 
conform ity witll generally accepted accounting principles. 

In accordance with Govermnent Auditing Standards, we have also issued a report dated September 21, 
1998 on our Consideration of tile District's internal control over financial reporting, and on its compliance 
w ith laws and regulations. 

Our audit was lnade for tile purpose of fornliug all opinion o11 tile COlnponent onit fiuaucial statements 
taken as a whole. The supplementary information listed in the table of contents is presented for purposes 
of additional analysis and is not a required part of the component unit financial statements of Caddo 
Parish Sewerage District No. 2. Such information, with the exeeptio~l of tile schedule of insurance in 
force at June 30, 1998, on which we express no opinion, has been subjected to tile auditing procedures 
applied  in the audit of tile component unit financial statem ents and, in our opinion, is fairly stated  in all 
material respects in relation to the component unit financial statements taken as a whole. 
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CADDO PARISH SEW ERAGE DISTRICT NO . 2 

BALAN CE SItEETS-A LL FUN D TYPES A N D ACCO U NT G ROU P 

ASSETS AN D OTH ER D EBITS 

JU N E 30. 1998 A N D 1997 

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

Certificate of deposit-Note 6 
Accounts receivable 
Prepaid expenses 
Property, plant and equipment-Note 3 
Bond issue costs-Note 4 
O rganizational and incidental costs 
A m ount available in debt service fund 
Am ount to be provided for retirement of 
bonded indebtedness from ad valorem 
taxes 

Total assets and other debits 

IJAI31LITIES A N D FUN D EOU ITY 

Accounts payable 
General obligation bonds payable- 
Note 4 

Total liabilities 

Fund equity: 
Contributions from other funds 
Fund balance, unreserved 
Accunm lated deficit-N ote 5 

Total fund equity 

Total liabilities and fund equity 

1998 
Governmental 
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 

Account 
G roup 
G eneral 

1.ong-Term 
Debt 

158.344 

141,656 

Total 

(Memo 
Only) 

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

938,401 
4,382 
318 

158,344 

141.656 

~ 108,019 300,000 1,566,363 

4.537 

4.537 

1,189,385 

__ (85,903) 
1,103,482 

1.108.019 

300,000 
300,000 

300.000 

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

4,537 

300.000 
304.537 

1,189,385 
158,344 

(85,903) 
j~1261,826 

1 5~ 6G36~  



Governm ental 
Fund Type 

Debt 
Service 

85,300 
40.000 

Proprietary 
Fund Type 

Enterprise 

104.331 

14,923 
3,348 

975,017 
4,815 
455 

Account 
G roup 
General 

Long-Term 
Debt 

125,300 

Total 

(Menlo 
Only) 

104,331 
85,300 
40,000 
14,923 
3,348 

975,017 
4,815 
455 

125,300 

189.700 189.700 

125,300 1.102.889 315.000 1.543.189 

125.300 

125.300 

1.925 

315.000 
1,925 315,000 

1.189.385 

(88,421) 
1.100.964 

1.925 

315,000 
316,925 

1,189,385 
125,300 

(88,421) 
1.226.264 

125,300 1,102,889 315.000 1,543.189 



CADDO PAR1SIt SEW ERAGE DISTRICT NO . 2 

STATEM ENTS OF REVENUE EXPENDITURES AND CtIANGES IN FUND BALANCE 

GOVERNM ENTAL FUND TYPE (DEBT SERVICE 

FOR TIlE YEARS EN D ED JU NE 30 1998 AN D 1997 

Revenues: 
Ad valorem taxes-Note 2 
Interest 
Total revenues 

Expenditures: 
Principal-N ote 4 
Interest and fiscal charges 
Total expenditures 

Excess of revenue over cxnendituFes 

Fund balance-be~innin~ of year 

Fund balance-end of year 

66,525 
6.513 
73,038 

15,000 
24,994 
39.994 

33,044 

125.300 

158,344 

The accompanying notes are an integral part of these financial statements 

64,842 
1,911 

66.753 

15,000 
26,177 
41.177 

25,576 

99.724 



CA D D O PA R1Stt SEW ERA GE D ISTRICT N O . 2 

STATEM ENTS OF REVENUE EXPENSES AND CHANGES 1N ACCUM ULATED DEFICIT- 

Operating revenues 
Sewerage fees 

PROPRIETARY FUND TYPE (ENTERPRISE 

FOR TIlE YEARS ENDED JUNE 30. 1998 AND 1997 

Operating expenses: 
Accounting and auditing fees 
Am ortization of bond issue costs 
Am ortizalion of organizational and incidental costs 
Attorney fees 
Board of supervisors' fees 
Contract labor 
D ata processing 
D epreciation 
Insurance 
Laboratory fees 
M iscellaneous 
Office supplies 
Payroll taxes 
Plant supplies 
Repairs and maintenance 
Salaries 
Sewerage billing fees 
Treatment plant operation contract 
U tilities 
Total operating expenses 

NoliooeFalinff reveuues 
Ad valorem taxes-Note 2 
State revenue sharing 
Interest 
Total nonoperating revenues 

Net income (loss) 

Accunm lated deficit-be~innin~ of year 

Accunm lated deficit-end of year-Note 5 

1998 1997 

98,570 103,574 

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 

4,200 
432 
137 

1,357 
3,260 
23.452 

54,311 
2,320 
6,099 
511 
568 
459 

5,279 
55,784 
6,000 
19,347 
1,969 
16,697 

202.182 

(63,635) (98,608) 

54,305 
3,318 
5,077 
62.700 

2,518 (35,908) 

(88,421) (52,513) 

The aecompallying notes are all integral part of these finalleial statenlents 

(88,421) 



CA D DO PARIStt SEW ERAGE D ISTRICT N O . 2 

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

FO R TH E YEARS EN DED JUN E 30 1998 A N D 1997 

Cash flows from ooeratine activities 
Loss from operations 

Adjuslments to reconcile loss from operations to 
net cash (used) by operating activities: 
Depreciation and amortization 
Chauges in assets and liabilities: 
Receivables: 
Accounts 

Prepaid expenses 
Accounts payable 

Net cash (used) by operating activities 

Cash flows from noncaoital finaneina activities 
Taxes collected 
State revenue sharing 

Net cash provided by noncapital financing activities 

Cash flows from investine activities 
Receipts of interest 
Purchase of equipm ent 

Net cash provided (used) by investing activities 

Net increase in cash and cash eouivalents 

Cash and cash euuivalents-beeinnine of year 

Cash and cash eouivalents-end of year 

1997 

(63,635) (98,608) 

54,791 54,880 

(2,516) 
(206) 
2.612 

(8,954) 

55,715 
3.288 
59.003 

3,357 
35 

(11,335) 
(51,671) 

54,305 
3,.318 
57.623 

7,150 5,077 

(17,605) 
(10,455) 50,O~77 

39,594 

104.331 

The accom panying notes are an integral part of these financial staten~cuts 

11,029 

93,302 

104,331 



CADDO PARISH SEW ERAGE DISTRICT NO. 2 

E FINANCIAL STATEM 

JUNE 30. 1998 AND 1997 

Sum mary of Significant Aecountin~ Policies 
Tile accounting and reporting policies of Caddo Parish Sewerage District No. 2 ("tile District") 
conform to generally accepted accounting principles as applicable to local governm ents. Such 
accounting and reporting procedures also conform to the requirem ents of Louisiana Revised Statutes 
and to the guides set forth in tile Louisiana Governmental Audit Guide 

Tile following is a sum mary of certain significant accounting policies 

A . Financial Reporting Entity 

The District is a component unit of the Parish 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 file basis of taxing autbority, authority to issue debt, election or appointm ent of governing 
body, and other general oversight responsibility. 

Fund Accounting 

Tile accounts of tile District are organized on tile basis of funds and an accouut group, each 
of which is considered a separate accounting entity. The operations of each fund are 
accounted for with a separate set of self-balancing accounts that comprise its assets, 
liabilities, fund equity, revenues, and expenditures, or expelases, 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 tlte means by wlfieh spending activities are 
controlled. The various funds are grouped, in tbe financial statem ents in tbis report, into 
two generic fund types and two broad fund categories as follows: 

G overnm ental Funds 

Debt Service Funds-Debt Service Funds are used to account for tile accumulation of 
resource s for, and the paym ent 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 m anner sim ilar to private business enterprises where the intent of the 
governing body is that file costs (expenses, including depreciation) of providing goods or 
services to the general public on a continuing basis be financed or recovered prim arily 
through user charges; or (b) where the governing body bas decided tbat periodic 
determ ination of revenues earned, expenses incurred, and/or net income is appropriate for 
capital m aintenance, public policy, m anagem ent control, accountability, or other purposes. 

1. Summary of Significant Accounfinp, Policies (Continued) 



B. Fixed Assets and Long-Term  Liabilities 

Long-term liabilities expected to be financed from government funds are accounted for in 
tile General Long-Term  Debt Acc ount G roup, not ill the governm ental funds. 

This account group is not a fund. It is concerned only with the measurement of financial 
position. It is not involved with measurement of results of operations. 

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

All proprietary funds arc accounted for on a cost of services or "capital m aintenance" 

measurement focus. This means that all assets and all liabilities (whether current or 
noncurrent) associated with their activity are included on their balance sheets. Their 
reported fund equity (net total assets) is segregated into contributed capital and retained 
earnings components. Proprietary fu nd type operating slatements 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. A ccumulated  
depreciation is reported  on proprietary fund balance sheets. Depreciation has been provided 
over lhe estim ated  useful lives using file straight-line m etfiod. The estim ated  useful lives by 
type of asset are as follows: 

Treatm ent and disposal plant 
Sewer collection systeln 
Equipm ent 
O ffice furniture and fixtures 

C . Basis of Accounting 

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

Basis of accounting refers to when revenues and expenditures or expenses arc reco gnized in 
the accounts and reported in the financial statem ents. Basis of accounting relates to the 
tim ing of tile m easurements m ade, regardless of the m easoremcnt focus applied. 

All governmental funds are acco unted for using the m odified  accrual basis of accounting. 
Their revenues are recognized when they beco m e m easurable and available as net current 
assets. Taxpayer assessed inco lne is considered "m easurable" when in the bands of 
interm ediary collecting governm ents and is recognized as revenue at that tim e. 

Expenditures are geuerally recognized under the modified accrual basis of accounting when 
the related fund liability is incurred. Exceptions to this general rule include principal and 
interest Oll general long-terln debt which is recognized when 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 arc reco gnized when they 
are incurred. 



1. Summarv of Significant Accountino Policies 

D . Cash and Cash Equivalents 

(Continued) 

Cash and cash equivalents includes all cash on deposit with m aturities of three m onths 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 the period during which construction occurs. 

F, Com parative Data 

Com parative data for tile prior year has been presented in the accompanying financial 
statements in order to provide an understanding of changes on the District's financial 
position and operations. 

G , Total Colunm s on Com bined S~atem ents 

Total colunm s on the Combined Statements are captioned "M em o Only" to indicate that they 
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, lnterfund elim inations have not been made in the 
aggregation of this data. 

Ad Valorem Taxes 
Ad valorem taxes are recorded as received. Such taxes are levied by the District in Novelnber of 
each calendar year and are due by December 31 of tbat year on the assessed valuation of property 
located within the D istrict's boundaries, ltence, even though taxes for January I through June 30 
are m easurable as of June 30, they do not meet the "availability" criteria for accrual since they are 
not due within 60 days of the D istrict's fiscal year-end. Acc ordingly, such taxes are not recorded 
until received. 

During the 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 which consisted of 20.10 m ills for maintenance  and operating and 24.00 m ills for paying the 
principal and interest on general obligation bonds. 

Daring the year ended June 30, 1997, ad valorem taxes received were based on tile December 31, 
1996 net taxable value of $2,826,070. The total nfillage rate for the calendar year 1996 was 44.25 
m ills which consisted of 20.25 nfills for m aintenance and operating and 24.00 nfills for paying the 
principal and interest on general obligation bonds. 

Property, PJaut and Eouionle 
The following is a sunnnary of property, plant and equiplnent accounts and related accumulated 
depreciation: 

O ffice furniture and fixtures 

June 30, 
1998 

June 30 
1997 

1,915 1,915 



3. Property, Plant and EquipmerIj (Continued) 

Sewerage collection system 
Treatm ent and disposal plant 
Equipm ent 

Less-accum ulated depreciation 

Real estate and right-of-ways 

June 30, 
1998 

464,440 
1,143,600 

18,878 
1,628,833 
746,684 
882,149 
56,252 
938,401 

June 30, 
1997 

446,830 
1,143,600 

18,879 
1,611,224 
692,459 
918,765 
56,252 
975,017 

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

General Obligation Bonds 
Oil M ay 26, 1989, file District sold $390,000 of general obligation bonds dated M ay 1, 1989 at par 
value for file purpose of upgrading the present sewerage facilities. Principal m aturities range from 
$10,000 to $40,000 annually, together with interest at rates ranging from 7.6% to 11.0% . Future 
required debt service payments, including interest of $159,540, are as follows at June 30, 1998: 

1999 
2000 
2001 
2002 
2003 
Thereafter 
Total debt service rem aining, including interest 

43,480 
41,940 
40,400 
38,850 
42,300 
252,570 
459

.
,540 

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

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

The cost incurred in issuing the bonds is being am ortized on a straight-line basis over a period of 
20 years, the estimated life of these bonds. 

The following is a sununary of bond transactions of tile District for tile years ended Juue 30, 1998 
and 1997: 

Bonds payable at .lune 30, 1996 
Bonds retired 
Bonds payable at Jtlne 30, 1997 
Bonds retired 
Bonds payable at June 30, 1998 

5. Accum ulated Deficit 

330,000 
15,000 

315,000 
15,000 

3
_  

00,000 

Tile Enterprise Fund had accunmlated deficits of $85,903 and $88,421 at June 30, 1998 and 1997, 
respectively. M anagem ent intends to elim inate the existing accmnulated deficit through increased 
revenue from ad valorein taxes. 



6. Cash and Certificate of Det~osit 
All cash and certificates of deposit are entirely insured or collateralized. The certificate of deposit 
represents an investment of excess funds in a national bank whose principal office is in the State of 
Louisiana. Its m arket value approxim ates cost at June 30, 1998 and 1997. 

10 



SU PPLEM ENTARY INFORM ATION 



Coverage 

General liability 

CADDO PARISH SEW ERA GE DISTRICT NO . 2 

SCttEDU LE O F INSU RANCE IN FORCE 

Fire and extended coverage, vandalism and 
m alicious m ischief 

Fidelity bond on secretary-bookkeeper 

Con]ptller insurance 

JUNE 30, 1998 

U NA U D ITED 

589,330 

10,000 

I
3,648 



CADDO PARISH SEW ERAGE DISTRICT NO . 2 

SCIIED U LE O 17 PER D IEM  PA ID TO BOARD O F SU PERVISORS 

Board M ember 

Thomas Christie 

Raym ond E. D onelson 

Brad W ebb 

Terry Streetm an 

Total per diem paid 

FOR TttE YEAR EN DED JUN E 30. 1998 

M eetings 
Attended 
Regular 

11 

10 

9 

7 

10 

Compensated 
for 

Regular 

11 

10 

9 

7 

10 

Total 

660 

600 

540 

480 

600 

2,880 

12 
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Report on Compliance and on Internal Control over Financial Reporii~ g 
Based on an Audit of Financial Statem ents Perform ed 
in Accordance with Government Auditin~ Standards 

W e have audited the coulponent unit financial statem ents of Caddo Parish Sewerage D istrict No. 2 as of 
and for the year ended June 30, 1998, and have issued our report thereon dated Septelnber 21, 1998. 
W e conducted our audit in accordance w ith generally accepted auditing standards and the standards 
applicable to financial audits contained in Gol,et'tittletit Auditing Statidards, issued by the Conlptroller 
General of the United States. 

Com pliance 

As part of obtaining reasonable assurance about whether the District's component unit financial statenienls 
are flee of m aterial m isstatement, we perforlned tests of its compliance with certain provisions of laws, 
regulations, contracts and grants, noucolnpliauce w ith which could have a direct and m aterial effect on 
the deternfination of financial statement aulounts. 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 results of our tests disclosed no instances of noncompliance that are required to be reported under 
Government Auditing Standards. 

uterual Control O ver Financial Re|m rtiue 
In planning and perform ing our audit, we considered the District's internal control over financial 
reporting in order to determ ine our auditing procedures for the purpose of expressing our opinion on the 
component unit financial statements 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 significaut deficiencies in the design or operation of the internal control over 

financial reporting that, in our judgment, could adversely affect the District's ability to record, process, 
sunlmarizx~ arid report fhlaneial data cousiste~+|t wRh the assertions of managelneut in tile coulpone|li unit 
financial stateinents. ]'lie reporlable condition is described iu the accompauyiug schedule of findings and 
questioued  costs as ltein 98-1. 

A I'itc)i I ssltlN \1 %1 R\]( } \ []R% 
Sl Ill \1 I't IR I ~ ]~t I<,<,11 k ( ]1 I 



A m aterial weakness is a condition in which lhe design or operation of one or m ore of the internal control 
components does not reduce to a relatively low level the risk that m isstatements in amounts that would 
be m aterial in relation to the general purpose financial statem ents being audited m ay occur and not be 
dctcctcd within a timely period by employees in the normal course of perform ing their assigned functions. 
O ur consideration of the internal control over financial reporting would not nece ssarily disclose all 
matters in the internal control that m ight be reportable conditions and, accordingly, would not necessarily 
disclose all reportable conditions that are also considered to be material weaknesses, ltowever, we 
believe Item 98-1 to be a m aterial weakness. 

q'his report is intended for the inform ation of the Board of Supervisors and the Legislative Auditor's 
O ffice of tbe  State of Louisiana. However, this report is a m atter of public record and its distribution 
is not lim ited. 

4 



CADDO PARISH SEW ERAGE DISTRICT NO . 2 

SCHEDULE OF FINDINGS AND OUESTIONED COSTS 

YEAR END ED JI.JNE 30. 1998 

W e have audited the finea~cial statem ents of Caddo Parish Sewerage D istrict N o. 2 as of and for the year 
ended  June 30, 1998, and have issued our report thereon dated Septelnber 21, 1998. 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 Geueral of the United  
States. Our audit of the financial statements as of June 30, 1998 resulted in an unqualified opinion. 

Section 1 - Sum m ary of Auditor's Reports 

a. Report on Internal Control and Compliance M aterial to the Financial Stateineuts 

Intenml Control - M aterial weakness was noted; no managem ent letter was issued 

Compliance - no material noncompliance was noted 

b. Federal Awards - None 

Section 11 - Financial Statem ent Findings 

98-1 There is inadequate segregation of duties in the control structure over cash. One 
individual is responsible for receiving cash, lnaking deposits, preparing disbursements, 
recording transactions, and preparing bank reconciliations. Adequate internal control 
requires appropriate segregation of duties considered to be incompatible; however, the 
District Ires informed us that this condition is due to econom ic lim itations on the number 
of personnel employed by the District. Accordingly, full segregatiou of duties is not 
possible. 



CADDO PARISH SEW ERAGE DISTRICT NO . 2 

SCHEDULE OF PRIOR YEAR FINDINGS 

YEAR EN DED JU NE 30. 1998 

Section 1 - Internal Control M aterial to tile Financial Statem ents 

97-1 Lack of segregation of duties over cash. qllis finding rem ains unresolved 
econom ically feasible for the District to add personnel. 


