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S M IT H P U G H R A B IN O W IT Z L .L .P . C ERTIFIED PUBLIC ACCO U NTANTS 

610 MARSHALL SlREET SUITE 800 ~ SHREVEPORT, LOUISIANA ~ 7 
40~ HAMILTON ROAD SUITE I 12 ~ BOSStgR CITY, LOUISIANA 711 ~ 

The Board of Comm issioners 
W aterworks District N o. 7 
Caddo Parish. Louisiana 

01-5332 , TELEPHONE 318 222 570l ~ FAX 318 424 4736 
TELEPHONE 318 742 4935 ~ FAX 318 742 4989 

INDEPENDENT AUDITO R'S REPO RT 

W e have audited the accompanying general purpose financial statements of W aterworks District No. 7, Caddo 
Parish, Louisiana, a component unit of the Parish of Caddo, State of Louisiana, as of and for the year ended June 30, 
1999, as listed in the table of contents. These general purpose financial statements are the responsibility of 
W aterworks District N o. 7, Caddo Parish, Louisiana's m anagement. Our responsibility is to express an opinion on 
these financial statements based on our audit. 

Except as discussed in the following paragraph, we conducted our audit in accordance with generally accepted 
auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the general purpose financial statements are free of m aterial 
m isstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
general purpose financial statements. An audit also includes assessing the accounting principles used and significant 
estimates m ade by m anagement, as well as evaluating the overall general purpose financial statement presentation. 
W e believe that our audit provides a reasonable basis for our opinion. 

Governmental Accounting Standards Board Technical Bulletins 98-1 and 99-1, Dtkclosures about }'ear 2000 Issues, 
require disclosure of certain matters regarding the year 2000 issue. W aterworks District No. 7, Caddo Parish, 
Louisiana has included such disclosures in Note 9. Because of the unprecedented nature of the year 2000 issue, its 
effects and the success of related remediafion efforts will not be fully determ inable until the year 2000 and 
thereafter. Accordingly, insufficient audit evidence exists to support W aterworks District No. 7, Caddo Parish, 
Louisiana's disclosures with respect to the year 2000 issue m ade in N ote 9. Further, we do not provide assurance 
that W aterworks District N o. 7, Caddo Parish, Louisiana is or will be year 2000 ready, that W aterworks District 
No. 7, Caddo Parish, Louisiana's year 2000 remediation efforts will be successful in whole or in part, or that parties 
with which W aterw orks District N o. 7, Caddo Parish, Louisiana does business will be year 2000 ready. 

In our opinion, except for the effects of such adjustments, if any, as might have been determined to be necessary had 
we been able to exam ine evidence regarding year 2000 disclosures, the general-purpose financial statements referred 
above present fairly, in all material respects, the financial position of W aterw orks District No. 7, Caddo Parish, 
Louisiana, as of June 30, 1999, and the results of its operations and the cash flows of its proprietary fund typcs for 
the year then ended in conforlnity with generally accepted accounting principles. 

In accordance with Government Auditing Standards, w e have also issued a report dated October 19, 1999, on our 
consideration of W aterw orks District No. 7, Caddo Parish, Louisiana's internal control over financial reporting and 
our tests of its compliance with certain provisions of laws, regulations, contracts and grants. 

Our audit was perforlned fox the purpose of form ing an opinion on the general purpose financial statements taken as 
a whole. The accompanying financial information listed as supporting schedules in the table of contents is presented 
for purposes of additional analysis and is not a required part of the general purpose financial statem ents of 

Waterworks District No. 7, Caddo Parish, Louisiana. Such information has been subjected to the auditing 
procedures applied in the audit of the general purpose financial statements and, in our opinion, is fairly stated, in all 
material respects, in relation to the general purpose financial statements taken as a whole. 

Certified P,~blic Accountants ~-~  
Shreveport, Louisiana 

October 19, 1999 



Current Assets: 

Cash and cash equivalents 

Accounts receivable - net 

Prepaid expenses 

Total Current Assets 

Investments: Available-for-sale 

Properly, plant and equipm ent, net 

Restricted Assets: 

Cash 

Total Assets 

Current Liabilities: 

Accounts payable 

Interest payable 

Current portion of long-term debt 

Total current liabilities 

Long-term Liabilities: 

13onds payable 

Total Liabilities 

Equity: 

Contributed capital 

Retained earnings 

Reserved 

Unreserved 

Total retained earnings 

qotal Equity 

Total Liabilities and Equity 

W ATERW O RK S DISTRICT NO . 7 
CADDO PARISH, LO UISIANA 

Balance Sheet 
June 30, 1999 

ASSETS 

LIABILITIES AND EQUITY 

The accompanying notes are an integral part of the financial statements 

98,055 

40,143 

3.772 

141.970 

42,830 

1,483,781 

326.988 

$ 1,995,569 

4,282 

71,578 

35.062 

110.922 

1,390,958 

1,501,880 

19.736 

305,626 

168.327 

473,953 

493.689 

995.569 
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W ATERW ORKS DISTRICT NO. 7 
CADDO PARISH , LO UISIANA 

Statement of Revenues and Expenses 
For the Year Ended June 30, 1999 

O perating revenue: 

W ater sales 

M eter fees and connection charges 

Total operating revenue 

O perating expenses: 

Advertising 

Aulo expense 

Bad debt expense 

Board member fees 

Depreciation 

Insurance 

Interest 

l~ease expense 

O ffi ce expense 

Professional fees 

Repairs and m aintenance 

Salaries 

Taxes and licenses 

Utilities 

Total operating expenses 

Operating Incom e 

Nonoperating income (expense): 
Ad valorem taxes 

Interest income 

Grant incom e 

lnvestmenl income 

M iscellaneous Incom e 

Total nonoperating income (expense) 
Net income 

[he accom panying notes are an integral part of the financial statem ents 

367,091 

28,877 

395,968 

70 

4,101 

4,526 

6,160 

39,901 

4,236 

89,364 

3,100 

11,692 

9,218 

80,109 

48,206 

5,106 

25,268 

331,057 

64.9 

15,467 

7,338 

70,000 

1,267 

983 

95,055 

59.966 
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W ATERW ORKS DISTRICT NO. ? 
CADDO PARISH, LO UISIANA 

Cash Flows From O perating Activities 

Net income 

Statem ent of Cash Flows 
For the Year Ended June 30. 1999 

Adjustments to reconcile net income to 
net cash provided by operating activities: 

Depreciation 

Decrease in accounts receivable 

Decrease in prepaid expenses 

Decrease in accounts payable 

Decrease in interest payable 

Net cash provided by operating activities 

Cash Flows from Investing Activities 

Purchases of property, plant & equipment 

Purchases of investments 

Proceeds from sales of investments 

Investment income 

Net cash used in investing activities 

Cash Flows from Financial Activities 

Repayment of bonds payable 

Net cash used in financing activities 

Net increase in cash 

Cash and cash equivalents, June 30, 1998 

Cash and cash equivalents, June 30, 1999 

Supplemental disclosure: 

Interest paid during tile year ended June 30, 1999 totaled $89,364 

The accompanying notes are an integral part of the financial statements 

59,966 

39,901 

7.647 

491 

(5,586) 

(377) 
202.042 

(103,374) 

(273,118) 
229,239 

1,049 

046,204) 

(32,690) 

__ _  (32,690) 
23.148 

401,895 

$ 425,043 
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W ATERW O RK S DISTRICT NO . 7 
CADDO PARISH, LOUISIANA 

Notes to Financial Statements 
June 30. 1999 

W aterworks District No. 7, Caddo Parish, Louisiana (the District) was created by the Caddo Parish Police Jury by 
ordinance on January 8, 1975, as provided under the Louisiana Revised Statutes 33:3811. The purpose of the 
District is to provide water service to the residents of the D istrict. The District is governed by a five m ember Board 
of Cmnm issioners appointed by the Caddo Parish Com m ission. The Comm issioners serve five-year terms and arc 
compensated under the provisions of Louisiana Revised Statutes 33:3819. The District is comprised of property in 
southwest Caddo Parish and serves approximately 1,200 people. The District's operations consist of six wells, five 
treatment plants, and approximately 61 m iles of water lines. The District employs two full-time and one part-time 
employees. 

1. Sum m ary of Significant Accounting Policies 

A. Basis of Presentation - The accompanying general purpose financial statements of the W aterworks D istrict 
No. 7, Caddo Parish, Louisiana have been prepared in conformity with generally accepted accounting 
principles (GAAP) as applied to governmental units. The Government Accounting Standards Board 
(GASB) is file accepted standard-setting body for establishing governmental accounting and financial 
reportiug principles. 

13. RcportineE~ itv-The District is a component unit of the Caddo Parish Comm ission, the financial 
reporting entity. The Comm ission is financially accountable for the District because it appoints a voting 
majority of the board and has the ability to impose its will on them. 

C 

D 

The accompanying financial statements present information only on the flmds maintained by the D istrict 
and do not present information on the Comm ission, the general government services provided by that 
governmental unit, or the other governmental units that comprise the financial reporting entity. 

Fund Accounting - The District is organized and operated on a fund basis whereby a self-balancing set of 
accounts (Enterprise Fund) is maintained that comprises its assets, liabilities, fund equity, revenues, and 
expenses. The operations are financed and operated in a m anner sim ilar to a private business enterprise, 
where the intent of the governing body is that the cost (expenses, including depreciation) of providing 
services on a continuing basis be financed or recovered primarily through user charges. 

Basis of Accounting - "/'he accounting and financial reporting treatment applied 1o a fund is determined by 
its m easurement focus. The Enterprise Fnnd is accounted for on a flow of econom ic resources 
m easurem ent focus and a determ ination of net income and capital m aintenance. W ith this m casuremcnt 
focus, all assets and all liabilities associated with the operation of this fund is included on the balance sheet. 
"]'he Enterprise Fund uses the accrual basis of accounting. Revenues are recognized when earned and 
expenses are recognized at the time liabilities are incurred. The Enterprise Fund uses thc following 
practices in recording certain revenues: 

Revenues 

Ad valorem taxes are levied on January l, due on December 31, and attach as an enforceable lien on 
property as of M ay I I, 1999. Fees for water, m eters, and connection charges arc recognized whcn 
earned. The District was the beneficiary of three grants totaling $70,000 from the Office of Rural 
Development to the Caddo Parish Com m ission, during the year ended June 30, 1999. 



W ATERW O RK S DISTRICT NO . 7 
CADDO PARISH , LOUISIANA 

N otes to Financial Statements 
June 30. 1999 

Summary of Significant Accounting Policies (Continued) 

D. Basis of Accounting - (Continued) 

E 

The preparation of financial statements generally requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at 
the date of financial statements and the reported amounts of revenues and expenses during the reporling 
period. Actual results could differ from those estimates. 

Cash and Cash Equivalents - Cash includes amounts in demand deposits, interest-bearing demand deposits, 
and time deposits. Cash equivalents include amounts in time deposits and those investments with original 
maturities of 90 days or less. Under stale law, the district may deposit funds in demand deposits, interest- 
bearing demand deposits, or time deposits with state banks organized under Louisiana law or any other 
state of the United States, or under the laws of the United States. 

F. Investments - Investments arc limited by Louisiana Revised Statute (R.S.) 33:2955 and the district's 
investment policy. If the original m aturities of investments exceed 90 days, they are classified as 
investments; however, if the original m aturities are 90 days or less, they are classified as cash equivalents. 
GASB Statement No. 31 requires the District to report investments at fair value in the balance sheet. 

G Accounts Receivable - M auagement has elected to record bad debts using the direct write-off m ethod. 
Generally accepted accounting principles require that the allowance method be used to reflect bad debts. 
l lowever, the effect of the use of the direct write-off method is not materially different from the results that 
would have been obtained had the allowance method been followed. 

1. Pl~ opcrty, Plant, and Equipment - Additions to the utility plant in service are recorded at cost or, if 
contributed property, at their estimated fair value at time of contribution. Capitalized construction period 
costs including interest charges, arc included in the cost of assets. Repairs and maintenance are recorded as 
expenses; renewals and betterments are capitalized. The sale or disposal of fixed assets is recorded by 
removing cost and accunm lated depreciation from the accounts and charging the resulting gain or loss to 

Depreciation has been calculated on each class of depreciable property using the straight-line m ethod of 
depreciation. The estimated service lives by asset type are as follows: 

Treatmentplant 
Distribution system 
M eters 
Building 
Furniture and fixtures 

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

Restricted Assets -- The District, because of certain bond covenants, is required to establish and m aintain 

prescribed amounts of resources (consisting of cash) that can be used only to service outstanding debt. 

Compensated Absences - N o liability is recorded for nonvesting accumulating rights to receive vacation or 
sick pay benefits. 



W ATERW O RKS DISTRICT NO. 7 
CADDO PARISH , LO UISIANA 

Notes to Financial Statements 
June 30. 1999 

Summary of Significant Accounting Policies (Continued) 

K Statement of Cash Flows - For the purposes o 
highly liquid investments (including restricted 
purchased to be cash equivalents. 

f the Statement of Cash Flows, the District considers all 
assets) with a maturity of three months or less when 

L Inventories - Inventory of supplies held by the District is not m aterial and is charged to operations as 
purchased. 

M . Fund Equity- Contributed capital is recorded by the District for capital grants restricted for the acquisition 
or construction of capital assets. Contributed capital is not amortized based on the depreciation recognized 
on that portion of the assets acquired or constructed from such resources. 

Reserves represent those portions of fund equity not appropriable for expenditures or legally segregated for 
a specific future nse. 

N . Incom e Taxes - The District is a political subdivision of tile Parish of Caddo
, State of 1.ouisiana, and as 

such, is not subject to federal and state income taxes. Accordingly, no provision for such taxes has been 
nlade. 

Cash 

The District's cash is categorized to give an indication of the level of risk assumed by the District at June 30 
1999. The categories are described as follows: 

Category I ~ Insured or collateralized w ith securities held by the entity or by its agent in the entity's 
nam e. 

Category 2 - Collaterized with securities held by the pledging financial institution's trust department or 
agent in the entity's nam e. 

Category 3 - Uucollaterized. This category  includes any bank balance that is collalerized with securities 
held by the pledging financial institution, or by its trust department or agent

, bnt not in the 
entity's name. 

Cash deposits at June 30, 1999, categorized by level or risk, are 

Description 

Unrestricted 

Restricted 

Total cash 

$ 23,187 $ 

-- _  98,174 

$ 121.361 

Category  

2 3 

$ 69,070 

228 81,8/3 

$ 297.883 

Bank 
Balance 

$ 92,257 

3262_8_7 
$ 419,244 

Carrying 
Am ounl 

$ 90,444 

376 9~ 87 
$ 417.431 



Investm ents 

W ATERW O RKS DISTRICT NO. 7 
CADDO PARISH , LO UISIANA 

N otes to Financial Statements 
June 30, 1999 

Investments are categorized into these three categories of credit risk: 

1. Insured or registered, or securities held by the District or its agent in the district's name 

2. Uninsured and unregistered, with securities held by the counterparty's trust department or agent in the 
D istrict's name 

3. Uninsured and unregistered, with securities held by the counterparty, or by its trust department or agent but 
not in the District's name 

At fiscal year-end, the District's inveslm enl balances were as follows 

Type of Investment 

Certificates of Deposit 

Fair Amortized 
I 2 3 Value Cost Cost 

$ 27,846 $ $ $ 27,846 $ $ 

14,984 

$ 42,830 $ 

14,984 

Carrying 
Am ount 

$ 27,846 

_ _ _ U ,984 
$ - $ 42,830 $ $ $ 42.830 

Calculation of the net increase (decrease) in the fair value of investments - aggregate method 

Fair value at June 30, 1999 
Add: Proceeds of investments sold 
Less: Cost of investments purchased 
Less: Fair value at July 1, 1998 
Change in fair value of investments 

Ad Valorem Taxes 

$ 42,830 
229,239 

(273,118) 

$ (!,049) 

qhe District levies taxes on real and business personal property within its boundaries. Property taxes attach as 
an enforceable lieu on property as of M ay 1 I, 1999. Property taxes are recorded as receivables and revenue ill 
the year assessed to the extent that revenues are collected within 60 days after year-end 

The authorized and levied ad valorem taxes for the year ended June 30, 1999, totaled 4.69 m ills. The taxes 
levied during tile year ended June 30, 1999, were $16,926 on property with an assessed value of $3,608,760. 

Com ponents of Restricted Assets 

The following is a list of the components of restricted assets 

Cash Reserve Account 
Cash - Ad Valorem Tax Fund 
Cash - N ote Revenue Fund 
Cash - New W ell Fund 
Cash - New W ell Fund - Keith Road 
Cash - Construction Fund 
Cash - Depreciation Fund 

$ 18,093 
94,629 
104,521 
26,261 
13,317 
21,361 
4~  

$ 326,987 



Property, Plant and Equipm ent: 

W ATERW O RK S DISTRICT NO . 7 
CADDO PARISH , LO UISIANA 

N otes to Financial Statements 
June 30, 1999 

Property, plant and equipment consist of the following: 

W ater distribution system 
W ater treatment plants 
M eters 
Building 
Furniture and equipment 
Land 

Less accumulated depreciation 

7. Changes in Long-Term Debt 

$ 1,319,525 
515,018 
16,896 
4,890 
30,220 

__  25 2~ _00 
1,911,749 

__  4279~ 6868 
_L 483.281 

The following is a sum mary of the long-term debt transactions of the District for tile year ended June 30, 1999: 

Certificates 

Debt payable at June 30, 1998 

Debt retired 

Debt payable at June 30, 1999 

General 
Obligation 

$ 175,000 

__  
4,000 

$ 171,000 

Utilities 
Revenue 

$1,100,711 
12 691 

$1,088,020 

Debt payable at June 30, 1999 is comprised of the following individual issues 

General Obl~ation 
$213,000 Public Improvement bonds dated August, 1981; 
due in annual installments of $2,000 - $12,000 through 
August, 2021; interest at 5% (secured by levy and 
collection ofad valorem taxes). 

Utilities Revenue 
$142,000 Revenue bonds dated August, 1981; due in 
annual installments of $2,000-$8,000 through August, 
2021; interest at 5% . 

$700,000 W ater Revenue bonds dated N ovember, 1986; 
due in annual installments of $2,000-$59,000 through 
August, 2025; interest at 6.875% . 

$340,000 W ater Revenue bonds dated M arch, 1992, due in 
annual installments of $23,100, including interest al 
6.125% , througb August, 2033. 

CeMificate oflndebtedness 
$200,000 of Certificate of Indebtedness, dated February, 
1997; due in annual installments of $17,000-$25,000 
through Decem ber, 2006; interest at 5.50% 

of 
Indebtedness Total 

$ 183,000 $1,458,711 
16,000 32 691 

$ 167,000 $1,426,020 

171.000 

0.000 

652.000 

326 020 
1,259,020 

0 



W ATERW ORKS DISTRICT NO, 7 
CADDO PA RISH , LO UISIANA 

Notes 1o Financial Statements 
June 30, 1999 

Changes tn Long-Terra Debt (Continued) 

The loan agreements contain various restrictive covenants among which inehlde maintenance of restricted 
cash funds at specified amounts, required amounts of insurance coverage and limitations on additional 

borrowings. 

The annual requirements to amortize all debt outstanding as of June 30, 1999, including interest payments of 

$1,529,281 are as follows: 
Certificates 

Year Ending 
3une 30, 
2000 

2001 

2002 

2003 

2004 

2005-2009 

2010-2014 

2015-2~19 

2020-2024 

2025-2029 

2030-2033 

General 
Oblig~ on 

12,550 

12,350 

12,150 

12,950 

12,700 

62,600 

63,700 

65,350 

38,550 

292,900 

8. Com nlitm ents and Contingencies 

Revenue 
~onds 

$ 84,425 
83,725 

84,025 

84256 
83,418 

419,060 

419,623 

43~,g54 

432,998 

240,323 

92,232 
$ 2,455,939 

Indebtedness 
$ 25,717 

25,755 

25,738 

25,665 

25,538 

78,050 

206,463 

Total 
122,692 

121,830 

121,913 

122,871 

121,656 

559,710 

483,323 

497~04 
471,548 

240,323 

__  9~232 
2,955,302 

The District is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; 
e~rors ~nd omissions; injuries to employees; and natural disasters. The District carries commercial insurance for 
all risks of loss, including workers' compensation and employee health and accident insurance. Settlements 

have not exceeded insurance coverage in any of the past three years. 

During 1997, a suit was filed against the District by a former employee alleging sexual harassment and 
wrongful discharge. An offer of settlement has been made by the District subsequent to the balance sheet date. 
If negotiations are unsuccessful, the District's attorney estimates that the loss, if any, resuhing from the suit will 
11ot have a material impact o11 the District's financial position, results of operations, or cash flows in futare 

years. 

Year 2000 Issue: 

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



9. Year 2000 Issue (Continued) 

W ATERW O RK S DISTRICT NO . 7 
CADDO PARISH , LO UISIANA 

N otes to Financial Statements 
June 30. 1999 

Because of the unprecedented nature of the Year 2000 issue
, its effects and the success of related remediation 

efforts w ill not be fully determ inable until the year 2000 and thereafter. M anagement cannot assure that the 
District is or will be Year 2000 ready, that the District's remediation efforts will be successful in whole or in 
part, or that parties with whom the District does business will be Year 2000 ready. 

10. O perating Leases: 

The D istrict has entered into four operatiug leases for plots of land, of which three are for the production of 
water and one is for stand pipe storage. Two of the leases originated in 1985 and are for 40-year terms with an 
option to renew. The other two originated in t991, one with a 40-year term and the other with a term for as 
long as the District produces water from the well. 

The following is a schedule by years of future rental payments required under operatiug leases having 
rem aining noncancelable lease term s in excess of one year as of Jane 30

, 1999: 

YearendingJune 30 

2000 

2001 

2002 

2003 

2004 

2005-2031 

3,100 

3,100 

3,100 

3,100 

3,100 

69.800 



SUPI 'LEM EN TA L IN FO RM ATIO N 



M ichael Asher 

M ary Collier 

Velma Howard 

Linda Stricklaud 

Jewell W agner 

Total 

W ATERW O RK S DISTRICT NO . 7 
CADDO PARISH , LO UISIANA 

Schedule of Board of Comm issioner's Compensation and Expense Reimbursem ent 
For the Year Ended June 30. 1999 

660 

1,440 

1,300 

1,320 

1,440 
6.160 



W ATERW ORK S DISTRICT NO . 
CADDO PARISH , LO UISIANA 

Summary Schedule of Prior Audit Findings 
For the Year Ended June 30, 1999 

Section I - Internal Control and Com pliance M aterial to the Financial Statem ents 

98-1 Fidelity Bond Coverage 

This finding remains unresolved as of June 30, 1999. Refer to current year finding 99-3 



W ATERW O RK S DISTRICT NO . 7 
C ADDO PAR 1SIt, LO UISIANA 

Schedule of Findings and Questioned Costs 
For the Year Ended June 30, 1999 

W e have audited the general purpose financial statements of W aterworks District N o. 7, Caddo Parish, Louisiana as 
of and for the year ended June 30, 1999, and have issued our report thereon dated October 19, 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. Our audit of 
the financial statements as of Jnne 30, 1999 resulted in a qualified opinion. 

Seclion I - Sum m ary of Audilor's Reports 

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

]nterual Control 
M aterial W eaknesses FI Yes I,~ No Reportable Conditions ~ Yes FI No 

Compliance 
Compliance M aterial to Financial Statements ~] Yes [7 No 

b. Federal Awards- None awarded for year ended June 30, 1999 

c. Identification of Major Programs: N/A 

Section II - Financial Statement Findings 

99-1 Investm ents in Certificates of Deposit 

Statement of Condition: Thc District's investments in certificates of deposit do not nmct the requirements 
of Louisiana Revised Statute 33:2955 for the year ended June 30, 1999. 

Criteria: Louisiana Revised Statute 33:2955, paragraph A(1)d requires investments in time certificates of 
deposit to be m ade with a bank dom iciled or having a branch offi ce in the state of Louisiana. 

Effect nfCondition: The District's investments c~f $27,846 in time certificates of deposits as of June 30, 
1999 are made with banks outside the state of Louisiana causing the District to be in violation of the 
statute. 

Cause of Condition: The District did not make the investment finn aware of the state statute on 
investm ents. 

Recommendation: The District should review the monthly investment statement for statute violations and 
inform the investment finn of the requirements of the statute. 

Response: W e concur with auditor's recomm endations. The District w ill start reviewing the nm nlhly 
statements for possible violations and send a copy of the state statute to the investment firm with 
instruclions to strictly adhere to state law. 



W ATERW O RK S DISTRICT NO . 7 
CADDO PARISH , LO UISIANA 

Schedule of Findings and Questioned Costs 
For the Year Etxded June 30. 1999 

99-2 Restricted D epreciation Fund Balance 

Statement of Condition: "The balance in the restricted depreciation fund account does not nmet the 
requirem ents of the bond covenants for the year ended June 30, 1999. 

Criteria: The bond covenants require a monthly deposit into the restricted depreciation fund for tile three 
revenue bonds. 

Effect of Condition: The actual balance of the restricted depreciation fund at June 30, 1999 was $40,805 
The balance per the bond covenants should have been $59,788, or a deficiency of $10,983. 

Cause of Condition: The required information on all the bond covenants was not available 

Recommendation: The District should transfer the amount from the operating account into the restricted 
depreciation fund to correct tile deficiency. 

Response: W e concur with tile auditor's recommendation. The amount will be transferred into tile 
depreciation fund to correct the deficiency. 

99-3 Fidelity Bond Coverage 

Statement of Condition: lnsu:'ance coverage by fidelity bond does not meet the bond covenant requirements 
of USDA Rural Development for the year ended June 30, 1999. 

Criteria: "]'he USDA Rural Development requires the m inimum amount of insurance coverage by fidelity 
bond be $150,000. For the year ended June 30, 1999, actual coverage was $18,750 per employee and other 
board member, totaling $112,500. 

1:f/bet e)f Condition: The actual fidelity bond coverage was Jess than the required coverage by $37,500 
causing a violation of the bond covenants. 

Cause of Condition: The District dropped two board members from coverage on January 6, 1999 

Recomnwndation: The District should calculate the required amount of fidelity bond coverage mandated by 
the USDA Rural Developm ent bond covenants and increase the bond to equal the calculated amount. 

Response: W e concur with auditor's recommendations. Fidelity bond coverage will be increased to race 
bond covenant requirements. 

99-4 Property I)am agc Insurance Coverage 

Statement of Condition: Insurance coverage for properly damage does not meet tile bond covenau 
requirements of USDA Rural Developm ent for the year ended June 30, 1999. 

Criteria: The USDA Rural Development requires the m inimum amount of insurance coverage for property 
damage to be $100,000. 



W ATERW O RK S DISTRICT NO . 7 
C ADDO PARIStt, LO UISIANA 

Schedule of Findings and Questioned Costs 
For the Year Ended June 30. 1999 

99-4 Property Damage Insurance Coverage (Continued) 

Effect of Condition: The District does not carry property damage insurance coverage, causing a $100,000 
violation of the bond covenants. 

Cause of Condition: The District was unaware of the need for property damage insurance coverage 

Recommendation: The District should purchase the required property damage insurance coverage 

Response: W e concur with auditor's recomm endation. Property dam age insurance will be purchased in an 
amount necessary to m eet the bond covenant requirements. 



W ATERW O RK S D ISTra CT # 7 
6836 COLQUI'FF ROAD 
KEITHVILLE, LOUISIANA 71047 

M r. Daniel G. Kyle, CPA 
Legislative Auditor, Slate of Louisiana 
P. O. Box 94397 
Baton Rouge, LA 70804-9397 

Dear M r, Kyle 

The W alerworks District N o. 7, Caddo Parish, Louisiana, respectfully submits lhe following corrective action plan 
for the year ended June 30, 1999, for the Schedule of Findings. 

FINDINGS RELATED TO FINANCIAL STATEM ENTS 

Recommendations: The District should review the monthly investment statements for statnte violations and inform 
the investm ent firm of the requirem ents of the statute. 

Action Taken: 3"he D istrict has contacted the investment firm concerning the violations. 3he certificates of deposit 
will be redeemed in November, 1999 and the fimds will be invested according to the state statute. 

Finding 99-2: 

Recommendation: The District should transfer the amount from the operating account into the restricted 
depreciation fund to correct the deficiency. 

Action 7~Ken. The District transferred $10,983 from the operating account into the restricted depreciation fired on 
October 15. 1999. 

Findinl~ 99-3: 

Recommendation: The District should calculate the required amount of fidelity bond coveragc m andated by' the 
USI)A Rural Developm ent bond covenants and increase the fidelity bond to equal the calculated amount. 

Action 7bken: The District contacted their insurance agent during the course of the audit concerning the fidelity 
bond coverage. Coverage was increased on September 24, 1999 to the required amount as required by the bond 
covenants. 

Finding 99-4: 

Rec'ommendaliotx The District should purchase the required properly damage insurance coverage 

Action Taken: "lhe District will contact their insurance agent in November, 1999 and purchase the required property 
dam age instlrance coverage. 

agner [\ 
enl ',,J 
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S M IT H P U G H R A B IN O W IT Z L .L .P . CERTIFIED PU BLIC ACCO U NTANTS 

610 MARSHALL STREET SUITE 800 ~ SHREVEPORT, LOUISIANA ~ 7 
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R EPORT ON COM PLIAN CE AND O N INTERN AL CONTROL 
O VER FINANCIAL REPO RTING BASED O N AN AUDIT O F 
FINANCIAL STATEM ENTS PERFO RM ED IN ACCO RDANCE 

W ITIt GO VERNM EN T A UDIT1N G STANDARDS 

The Board of Com missioners 
W aterworks District N o. 7 
Caddo Parish. Louisiana 

W e have audited the general purpose financial statements of W aterworks District No. 7, Caddo Parish, l,ouisiana, as of and 
for the year ended June 30, 1999, and have issued our report thereon dated October 7, 1999, which was qualified because 
insuffi cient audit evidence exists to support W aterw orks District No. 7, Caddo Parish, Louisiana's disclosures with respect 
to tile Year 2000 Issue. Except as discussed in the preceding sentence, we conducted our audit in accordance with 
generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 

Compliance 

As part of obtaining reasonable assurance about whether W aterworks District No. 7, Caddo Parish, Louisiana's general 
purpose financial statements are free of material m isstatement, we performed tests of its compliance with certain provisions 
of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not 
an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed instances 
of noncompliance that are required to be reported under Government Auditing Standards which are described in the 
accompanying Schedule of Findings and Questioned Costs as items 99-1, 99-2, 99-3, and 99-4. 
Internal Control Over Financial Reoortin~ 

In planning and performing our audit, we considered W aterworks District No. 7, Caddo Parish, Louisiana's internal control 
over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the 
general purpose financial statements and not to provide assurance oll the internal control over financial reporting. 
llowever, we noted certain matters involving the internal control over financial reporting and its operation that we consider 
to be reportable conditions. Reportable conditions involve matters com ing to our attention relating to significant 

deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could advcrsely 
affect W aterworks District No. 7, Caddo Parish, Louisiana's ability to record, process, summarize and report financial data 
consistent with the assertions of m anagement in the general purpose financial statements. Reportable conditions arc 
described in the accompanying schedule of findings and questioned costs as items 99-1, 99-2, 99-3, and 99-4. 

A material weakness is a condition in which the design or operation of one or more of the internal control components does 
not reduce to a relatively low level the risk that m isstatements in am ounts that would be material in relation to the general 
purpose financial statements being audited may occur and not be detected within a timely period by employees in the 
norm al course of perform ing their assigned functions. Our consideration of the internal control over financial reporting 
would not necessarily disclose all m atters 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. 1 lowevcr, wc 
believe none of the reportable conditions described above is a m aterial weakness. 

"lhis report is intended for the infonnation of the m anagement and the Board of Comm issioners 

October 19, 1999 
Shreveport, Louisiana 


