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Independent Auditor's Report 

To the Board of Commissioners Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana 

109 West Minnesota Park Park Place Suite 7 Hammond, LA 70403 VOICE: (985) 542-6372 PAX: (985) 345-3156 
EO. Box 45 - 909 Avenue G Kentwood, LA 70444 VOICE: (985) 229-5955 FAX: (985) 229-5951 

We have audited the accompanying financial statements of the business-type activities and each major fund of the Washington Parish Gas Utility District No.2, a component unit of the Washington Parish Council, as of and for the year ended December 31, 2003, which collectively comprise the District's basic financial statements, as listed in the table of contents. These financial statements are the responsibility of the Washington Parish Gas Utility District No.2's management. Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Governmental 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 financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinions. 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the Washington Parish Gas Utility District No.2, as of December 31, 2003, and the respective changes in financial position and cash flows thereof for the year then ended in conformity with accounting principles generally accepted in the United States of America. In accordance with Government Auditing Standards, we have also issued our report dated June, 15, 2004, on our consideration of the Washington Parish Gas Utility District No. 2's internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit performed in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the results of our audit. As described in Note 1, the District has implemented a new financial reporting model, as required by the provisions of GASB Statement No. 34, Basic Financial Statement - and Management's Discussion and Analysis - for State and Local Governments, as of and for the year ended December 31,2003. 



BRUCE HARRELL & CO. CERTIFIED PUBLIC ACCOUNTANTS A Professional Accounting Corpor~gon To the Board of Commissioners Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana Page 2 
The management's discussion and analysis on pages 6 through 13, are not a required part of the basic financial statements but are supplementary information required by accounting principles generally accepted in the United States of America. We have applied certain limited procedures, which consisted principally of inquiries of management regarding the methods of measurement and presentation of the required supplementary information. However, we did not audit the information and express no opinion on it. Our audit was performed for the purpose of forming opinions on the financial statements that collectively co~nprise the Washington Parish Gas Utility District No.2's basic financial statements. The supplemental information on pages 31 through 33 is presented for purposes of additional analysis and is not a required part of the basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a'whole. 
Bruce Harrell & Company, CPAs A Professional Accounting Corporation 
June 15, 2004 



Management' s Discussion and Analysis 



Introduction 

Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana Management's Discussion and Analysis As of and for the Year Ended December 31, 2003 
Washington Parish Gas Utility District No. 2 is pleased to present its Annual Financial Report developed in compliance with Governmental Accounting Standard Board Statement No. 34, Basic Financial Statements - Management's Discussion and Analysis - For State and Local Governments (hereinafter referred to as GASB 34) and related standards. Please read the following in conjunction with the District's financial statements and footnotes, which follow this section. Financial Highlights Total assets at December 31, 2003, were $1,129,183, and exceeded liabilities in the amount'of $362,972 (i.e., net assets). Of the total net assets, $314,887 was unrestricted and available to support short-term operations, with the balance invested in capital assets net of related debt and restricted for capital activity and debt service. Total long-term debt decreased from $692,108 at December 31, 2002 to $663,680 at December 31, 2003. The prescribed monthly payments were all made in a timely manner. User tee revenues (gas sales) for the fiscal year ending December 31, 2003 deceased by $54,231 representing an approximate decrease of 8.24% from total user fee revenues for fiscal year December 31, 2002 of $658,224. This decrease was due to a mild winter and a decrease in the number of customers. 
The District's operating expenses, consisting of those expenses resulting from the District's ongoing operations, other than depreciation, increased by $122,000. Key components of the increase were a gas cost increase of $49,279, salaries increase of $27,264, and increased insurance cost of $15,816. The District received a grant of $20,000 through the parish government, and expenses available for grant reimbursement (revenue) were $17,697. The balance of $2,303 was forfeited because of time restraints on use of the grant funds. 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franldinton, Louisiana Nlanagement's Discussion and Analysis As of and for the Year Ended December 31, 2003 Overview of Annual Financial Report Management's Discussion and Analysis (MD&A) serves as an introduction to basic financial statement and supplementary information. The MD&A presents an overview of management's examination and analysis of Washington Parish Gas Utility District No,'s financial condition and performance. 
The financial statement reports information on the District using fn/l accrual accounting methods similar to those used in the private sector. Financial statements include the Statement of Net Assets, Statement of Revenues, Expenses, and Changes in Net Assets, and the Statement of Cash Flows. The Statement of Net Assets provides information about the nature and amount of the District's resources and obligation at year-end, and provides a basis for evaluating the capital structure of the District and assessing the liquidity and financial flexibility of the District. The Statement of Revenues, Expenses, and Changes in Net Assets accounts for the operation of the Gas District, for the revenues and expenses and the resulting change in net assets for the fiscal year. This statement measures the success of the District's operations in a format that can be used to determine if the District has recovered its costs through user fees and other charges. The Statement of Cash Flow reports cash receipts, cash payments, and net changes in cash resulting from operations, investing, and financing activities, and provides information on the source of cash receipts, what cash was used for, and the total change in cash for the reporting period. The notes to the financial statements provide required disclosures essential to the understanding of the financial statements. The notes present information about the District's accounting policies, significant account balances and activities, commitments, contingencies, and subsequent events, if any. Financial Analysis The purpose of financial analysis is to help determine whether Washington Parish Gas Utility District No. 2 is better off as result of the current year's activities. In this analysis, data from two basic financial statements, the Statement of Net Assets, and the Statement of Revenues, Expenses, and Changes in Net Assets, are presented below in condensed format. These statements report the net assets, the difference between assets and liabilities, and the change in net assets, which provides information for indicating the financial condition of the District. Following these statements is a separate schedule summarizing and analyzing budget changes for the current fiscal year. 



Washington Parish Gas Utility District No. 2 Washington Parish Council Frauldinton, Louisiana Management's Discussion and Analysis As of and for the Year Ended December 31, 2003 
Condensed Statement of Net Assets 
Assets: Current and Other Assets Restricted Assets Capital Assets Total Assets 
Liabilities: Long-term Debt Outstanding Other Liabilities Total Liabilities Net Assets: Invested in Capital Assets, Net Restricted for Debt Service Unrestricted Total Net Assets 

December 3 I, 2003 December 3 I, 2002 $ 370,272 $ 354,107 67,267 62,289 691,644 727,430 1,129,183 
663,680 102,531 766,211 
27,966 20,119 314,887 

1,143,826 
692,108 87,326 779,434 
35,322 11,806 317,264 

Dollar Change $ 16,165 4,978 (35,786) (14,643) 
(28,428) 15,205 (13,223) 

362,972 $ 364,392 $ 
(7,356) 8,313 (2,377) (1,420) 

Percent Change 4.57% 7.99% -4.92% -1.28% 
-4.11% 17.41% -1.70% 
-20.83% 70.41% -0.75% -0.39% 

The major eomportents of change in "Current and Other Assets" are a $59,52l decrease in operating cash, a decrease in accounts receivable of $23,077, and a $93,979 increase in gas inventory. "Capital Assets" decreased by $35,786, reflecting $20,070 in total purchases of equipment, less depreciation recorded on capital assets of $55,856 for fiscal year ending December 31,2003. The decrease in "Long-Term Debt Outstanding" of $28,428 is due to payment of principal on existing gas revenue bonds for year. Total Net Assets decreased $1,420 for fiscal year ending December 31, 2003, primarily because of the decreases noted for "Current and Other Assets". 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana Management's Discussion and Analysis As of and for the Year Ended December 31, 2003 Condensed Statement of Revenues, Expenses, and Changes in Net Assets December 31, December 31, Dollar Percent 2003 2002 Revenues: Total Operating Revenues $ 614,148 $ 666,411 
Expenses: Depreciation Expenses Operating Expenses Total Expenses Operating Income (Loss) Nonoperating revenues (expenses) Interest income Revenue bond interest 

55,856 549,218 605,074 
9,074 
4,022 (32,213) Total nonoperating revenues (expenses) (28,191) Income (loss) before contributions (19,117) 

Contributions Grant contribution Total contributions 
Change in net assets Net assets, beginning of year Prior period adjustment Net assets, end of year 

17,697 17,697 (1,420) 364,392 

54,715 427,218 481,933 
184,478 
3,595 (34,296) (30,701) 153,777 

153,777 202,380 8,235 $ 362,972 $ 364,392 

(1,14I) (122,000) (123,141) 
427 2,083 2,510 

-7.84% 
-2.09% -28.56% -25.55% 
-95.08% 
11.88% -6.07% -8.18% (172,894) -112.43% 

17,697 17,697 (155,197) 162,012 (8,235) 

n]a rda -100.92% 80.05% -100.00% $ (1,420) -0.39% 
While the Statement of Net Assets shows the change in financial position of Net Assets, the Statement of Revenues, Expenses, and Changes in Net Assets provides answers to the nature and scope of these changes. Total "Operating Revenues" (including gas sales and revenues related to providing gas and related services to customers) decreased by $52,263. Nonoperating Revenues increased by $427. Contributions increased to $17,697 resulting from a grant. Total Operating Expenses increased by $123,141 over prior year expenses. Cost of gas sales increased by $49,279, and other operating expenses increased by $74,521. 



Budgetary Highlights 

Washington Parish Gas Utility District No. 2 Washington Parish Council Franldinton, Louisiana Management's Discussion and Analysis As of and for the Year Ended December 31, 2003 
The proposed budget for 2003 was presented at the November 26, 2002 board meeting, and adopted at the January 23, 2003 board meeting. The budget is prepared on the accrual basis of accounting, with additional provision made for bond debt service. The board forwarded a copy of the approved budget to the Washington Parish Council. The board reviews the budget to actual comparison on a monthly basis as a part of their management of the system. The 2003 budget was amended at the December 18, 2003 board meeting. The 2004 budget was presented at the November 25, 2003 board meeting and adopted at the December 18, 2003 meeting. 
Budget vs. Actual - Fiscal Year Ended December 31, 2003 
Gas sales Forfeited discounts Adjustment/over read meters Miscellaneous income Total operating revenues 
Gas purchases Bad debts Other operating expenses Depreciation Total operating expenses Operating income (loss) Interest income Bond interest expense Income (loss) before contributions Contributions Change in net assets Net assets, beginning of tbe year Net assets, ending of the year 

10 

Amended Budget $580,000 7,500 600 2.750 590.850 
275,000 5,200 280,945 55.000 616,145 (25,295) 2,700 ..(33,603~ (56,198) 20,000 (36,198) 356,157 $319,959 

Actual Variance $603,993 5,729 928 3.498 614.148 
285,964 5,200 258,054 55.856 605.074 9,074 4,022 (32,213) (19,117) . 17,69.7 (1,420) 364,392 $362,972 

$23,993 (1,771) 328 749 23,298 (10,964) 
22,891 (856) 11,071 34,369 1,322 1,390 37,08l (2,303) 34,778 8,235 $43,013 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana Management's Discussion and Analysis As of and for the Year Ended December 31, 2003 There was no significant variation between budgeted and actual "Operating and Non-Operating Revenues". "Operating Expenses" including depreciation were $11,071 below budgeted "Operating Expenses". The District's amended budget showed an operating loss of ($25,295) but the actual operation resulted in an operating income of $9,074. The District's amended budget showed a total net loss (change in net assets) of ($36,198) while the actual loss (change in net assets) after contributions was a loss of ($1,420). Other Significant Trends and Account Changes Included within this section is first a listing and analysis of general trends and operating data affecting the operation of the District. This is followed by an analysis of any significant account changes not included within other sections of the Management's Discussion and Analysis. General Operating Data 
Customers Active Locked Total 

December 31, 2003 
877 58 935 

December 31, increase 2002 
894 63 957 

The above table shows a decrease of twenty-two customers. This decrease was part of the cause in the reduction of revenue for the fiscal year ended December 31, 2003. The District is consistently attempting to increase their customer base. Following is a comparison of gas losses for the past five years 
Gas Purchases (MCF'S) 1999 47,399 2000 46,975 2001 51,533 2002 45,910 2003 34,478 

Gas Sales (MCF'S) 40,688 38,490 36,425 37,602 34,406 

Gas Loss (MCF'S) % Loss 6,711 14.16% 8,485 18.06% 15,108 29.32% 8,308 18.10% 72 0.21% 
The Board has established a procedure to check the daily readings from E1 Paso Gas' meters. They are able to determine leaks in the District's system due to any large fluctuations in the readings. The District has been replacing old meters, which they felt was a source of gas losses in the past. "Gas purchases" is the net effect of total purchases plus beginning inventory less ending inventory. 

it 



Washington Parish Gas UtiliW District No. 2 Washington Parish Council Franklinton, Louisiana Management's Discussion and Analysis As of and for the Year Ended December 31, 2003 One key measure of a gas district's profitability and ability to generate positive cash flows is the ability of the District to collect accounts receivable on a timely basis. Presented below is an aged receivable listing for fiscal years ending December 31, 2003 and 2002. 
0 - 30 Days Past Due 31 - 60 Days Past Due 61 - 90 Days Past Due Over 90 Days Past Due Total Accounts Receivable (Before Allowance for Bad Debts) 

Year Ended December 31, 2003 
Year Ended December 31 2002 97,805 $ 1,326 113,773 9,135 4,641 12.791 

99,131 $ 140,340 

Increase (decrease) $ (i5,968) (7,809) (4,641). (12,791) 
Total receivables for the gas district decreased by $41,209 from December 31, 2002, to December 31, 2003, with a decrease in all categories. The continued decrease reflects an increased effort to collect past due accounts. Capital Assets At the end of the fiscal year December 31, 2003, the District had $691,644 (net of accumulated depreciation) recorded in capital assets. This includes gas line systems and improvements, gas meters, storage building, office equipment, transportation equipment, and maintenance equipment. The changes in capital assets are presented in the table below. 

Gas Line System Gas Meters Storage Building Office Equipment Other Equipment Subtotal Less Accumulated Depreciation Net Capital Assets 

December 31 2003 
$ 1,512,523 12,440 10,351 52,199 19,000 

December 31, Dollar 2002 Change 
$ 1,512,523 $ 12,440 10,351 51,129 1,070 19,000 1,606,513 1,586,443 20,070 (914,869) $ 691,644 (859,013) $ 727,430 (55,856) $ (35,786) 

December 31 2003 
0.00% 0.00% 0.00% 2.05% 100.00% 1.25% 
6.11% -5.17% 

Purchases of capital assets for the year ended December 31, 2003 were office equipment ($1,070), and a used truck ($19,000). 
12 



Long - Term Debt Activity 

Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana Management's Discussion and Analysis As of and for the Year Ended December 31, 2003 
The present source of the long-term financing for Washington Parish Gas Utility District No. 2 is a revenue bond financed by United States Department of Agriculture, Rural Development. The bonds were issued on behalf of the District for the purpose of constructing and acquiring improvements, extensions, and replacements to their gas utility system and to retire the old bond debt ($376,126). The funds were advanced over a period from June 1999-October 2000, and totaled $758,000. Interest on the debt is charged at a rate of 4.75% per annum payable over twenty years. Bonds financed for Washington Parish Gas Utility District No. 2 do not generally require a specific debt to net income or net cash flow ratio, but bond restrictions do state that the District must set its gas rates at a level necessary to fund debt service requirements and to pay for normal operating expenses of the District. One measure of operating performance of the District.is the Debt to Net-Assets ratio. This measure, viewed over time, yields a comparison of how the District has maintained a workable ratio of total debt to net resources of the District. An increase over an extended period of time would indicate that the District is increasing debt in relation to its operating performance, and in this case the board would analyze other factors, such as overall profitability, to ensure that total debt is increased only in relation to the income that will be earned by financed expansions. Two variations of the Debt to Assets Ratio, total debt to net assets and total long-term debt to net assets, are presented below. As indicated, the ratios are only a measure of performance and should be reviewed over an extended period of time in combination with other factors that indicate the profitability of the District. 
Total Debt Total Long-Term Debt Total Net Assets 
Total Debt to Net Assets Ratio Total Long-Term Debt to Net Assets Ratio 

Future Economic Plans 

December31, 2003 $ 663,680 633,922 362,972 
182.85% 174.65% 

December31, 2002 $ 692,108 663,738 364,392 
189.94% 182.15% 

The Washington Parish Gas Utility District's management approach is conservative. The Board actively monitors revenues and expenses and evaluates the costs of proposed expansion projects. The District is also in the process of replacing the old meters, which will improve the system and reduce gas loss. The Board reviews accounts receivable on a monthly basis in an effort to reduce delinquent accounts, and also continues to search for ways to increase the number of customers serviced. 

13 
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Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton Louisiana 
Statement of Net Assets December 31, 2003 and 2002 

Assets: Current assets: Cash on hand and in banks Accounts receivable-net of allowance for bad debts Unbilled revenue Inventory Prepaid insurance NSF receivable Total current assets 
Restricted assets: Revenue bonds reserve fund Revenue bonds contingency fund Customer's meter deposit fund Total restricted assets 
Property and equipment: Gas line system Gas meters Equipment Storage building Total property and equipment Less accumulated depreciation Net property and equipment 
Other assets: Deferred bond issuance cost Less amortization Total other assets 
Total Assets 

2003 111,298 97,805 22,951 105,048 22,174 90 359,366 
9,354 10,765 47,148 67,267 
1,512,523 12,440 71,199 10,351 1,606,513 (914,869) 691,644 
14,148 (3,242) 10,906 1,129,183 

Statement A 
2002 (Re~ed) $ 170,819 120,882 25,005 11,069 13,380 999 342,154 
5,995 5,811 50,483 62,289 
1,512,523 12,440 51,129 10,351 1,586,443 (859,013) 727,430 
14,148 (2,195) 11,953 

The accompanying notes are an integral part of these statements 
15 

1,143,826 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton Louisiana 
Statement of Net Assets December 31, 2003 and 2002 

Current Liabilities: Accounts payable Accrued expenses Current portion of long-term debt Accrued interest payable Total current liabilities 
Current Liabilities-payable from restricted assets Customers' meter deposits Total current liabilities 
Long-term liabilities: USDA Rural Development bonds payable Less current portion Total long-term liabilities 
Total liabilities 
Invested in Capital Assets, Net of Related Debt Restricted for Debt Service Unrestricted Total Net Assets 

2003 
51,624 2,975 29,758 692 85,049 
47,240 47,240 
663,680 (29,758) 633,922 
766,211 
27,966 20,119 314,887 $ 362,972 

The accompanying notes are an integral part of these statements 
16 

Statement A 
2002 (Restated) 
33,179 5,506 28,370 721 67.776 
47,920 47,920 
692,108 (28,370) 663,738 
779,434 
34,957 11,806 317,629 $ 364,392 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franldinton, Louisiana 
Statement of Revenues, Expenses and Changes in Net Assets 
For the Years Ended December 31, 2003 and 2002 

Operating revenues: Gas sales Forfeited discounts Over read meters and adjustments Miscellaneous income Total operating revenues 
Operating expenses: Cost of gas sold Bad debt provision Other operating expenses (Schedule 1) Depreciation Total operating expenses 
Operating income (loss) Nonoperating revenues (expenses) Interest income Revenue bond interest Total nonoperating revenues (expenses) Income (loss) before contributions Contributions Grant contribution Total contributions 

Change in net assets Net assets, beginning of year Prior period adjustment Net assets, end of year 

2003 
603,993 5,729 928 3,498 614,148 
285,964 5,200 258,054 55,856 605,074 
9,074 
4,022 (32,213) (28,191) 
17,697 17.697 (1,420) 364,392 $ 362,972 

Statement B 

2002 (Restated) 658,224 5,520 (55) 2,722 666,411 
236,685 7,000 183,533 54.715 481,933 
184,478 
3,595 (34,296) (30,701) 153,777 

153,777 202,380 8,235 $ 364,392 
The accompanying notes are an integral part of these statements 
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Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana 
Statement of Cash Flows For the Years Ended December 31, 2003 and 2002 

Cash flows from operating activities: Cash received from customers Receipts (payments) for meter deposits Payments for goods and services Payments to employees Net cash provided (used) by operating activities 

2003 $ 634,987 (680) (520,784) (109,044) 4,479 

Statcment C 
2002 (Rest~ed) $ 615,878 2,564 (360,766) (80,203) 177,473 

Cash flows from capital and related financing activities: Receipts from grants 17,697 Increase in restricted assets (4,979) (8,190) Principal payments on debt (28,428) (28,917) Interest payments on bonded debt (32,242) (33,640) Payments for capital acquisitions (20,070) (17,302) Net cash provided (used) by capital and related financing activities (68,022) (88,049) 
Cash flows from investing activities: Interest receipts Net cash provided (used) by investing activities Net increase (decrease) in cash and equivalents Cash and cash equivalents, beginning of year Cash and cash equivalents, end of year 
Reconciliation of operating income to net cash provided (used) by operating activities: Operating income Adj ustments to reconcile operating income to net cash provided by operating activities: Depreciation expense (Increase) decrease in accounts receivable (Increase) decrease in unbilled receivable (Increase) decrease in inventory (Increase) decrease in prepaid insurance (Increase) decrease in nsf receivable (Increase) decrease in bond issue cost Increase (decrease) in accounts payable Increase (decrease) in accrued expenses Increase (decrease) in meter deposit payable Net cash provided (used) by operating activities 

4,022 4,022 (59,521) 170,819 $ 111,298 
3,595 3,595 93,019 77,800 $ 170,819 

$ 9,074 $ 184,478 
55,856 23,076 2,053 (93,978) (8,792) 909 1,047 18,445 (2,530 (680) $ 4,479 The accompanying notes are an integral part of these statements. 18 

54,715 (40,938) (2,702) 23,230 (2,338) 107 747 (44,377) 1,987 2,564 $ 177,473 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana 
Statement of Revenues, Expenses and Changes in Net Assets - Budget and Actual 

Operating revenues: Gas sales Forfeited discounts Adjustment/overread meters Miscellaneous income Total operating revenues Operating expenses: Gas purchases Bad debts General and adm. expense Depreciation Total operating expenses Operating income (loss) 

For the Year Ended December 31, 2003 

Nonoperating revenues (expenses): Interest income Revenue bond interest expense Total nonoperating revenues (expenses) Income (loss) before contributions Contributions - Grant Change in net assets Net Assets, beginning Net Assets, ending 

Original Budget 
$ 600,000 55,000 (2,000) 1.450 654.450 
300,000 5,500 197,500 58,000 561.000 93.450 
3.400 (32,300) (28,900) 64,550 
64,550 356,157 $ 420,707 

Amended Budget 
$ 580,000 7,500 600 2,750 590.850 
275,000 5,200 280,945 55.000 616,145 
2,700 (33,603) (30,903) 

Statement D 

Actual Variance 
$ 603,993 5,729 928 3,498 614,148 
285,964 5,200 258,054 55.856 605,074 9,074 
4,022 (32,213) (28,191) (56,198) (19,117) 20.000 17.697 (36,198) 356.157 (1,420) 364,392 $ 319,959 $ 362,972 

The accompanying notes are an integral part of these statements. 19 

$ 23,993 (1,771) 328 748 23,298 
(10,964) 22,891 i856) 11.071 34,369 
1,322 1,390 2,712 37,081 (2,303) 34,778 8,235 $ 43,013 



NOTES TO FINANCIAL STATEMENTS 



Introduction 

Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana 
Notes to Financial Statements As of and for the Year Ended December 31, 2003 

industry audit guide, Audits of State and Local Governmental Un 1. Summary of Significant Accounting Policies A. Basis of Presentatlon The District's financial statements are prepared on the full accrual basis of accounting in accordance with accounting principles generally accepted in the United States of America. The District applies all Governmental Accounting Standards Board (GASB) pronouncements as well as Financial Accounting Standards Board (FASB) statements and interpretations, and the Accounting Principle Board (APB) of the Committee On Accounting Procedure, issued on or before November 30, 1989, unless those pronouncements conflict or contradict with GASB pronouncements. These financial statements are presented in conformance with GASB Statement No. 34, Basic Financial Statements, Management's Discussion and Anal)~is, for State and Local Governments. Statement No. 34 established standards for financial reporting, with presentation requirements including a statement of net assets, a statement of revenues, expenses, and changes in net assets, and a statement of cash flows. B. Reporting Entity 
As the governing authority of the parish, for reporting purposes, the Washington Parish Council is the financial reporting entity for Washington Parish. 

21 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franldinton, Louisiana Notes to Financial Statements As of and for the Year Ended December 31, 2003 The financial reporting entity consists of (a) the primary government, parish council, (b) organizations for which the primary government is financially accountable, and (c) other organizations for which nature and significance of their relationship with the primary government are such that exclusion would cause the reporting entity's financial statements to be misleading or incomplete. 

1. Appointing a voting majority of an organization's governing body, and a. the ability of the parish council to impose its will on that organization and/or b. the potential for the organization to provide specific financial benefits to or impose specific financia burdens on the parish council. 2. Organizations for which the parish council does not appoint a voting majority but are fiscally dependent on the parish council. 3. Organizations for which the reporting entity financial statements would be misleading if data of the organization is not included because of the nature or significance of the relationship. 
Because the parish council appoints the governing board and has the ability to significantly influence operations, the District was determined to be a component unit of the Washington Parish Council, the financial reporting entity. Tbe accompanying financial statements present information only on the funds maintained by the District and do not present information on the Parish Council, the general government services provided by that governmental unit, or the other governmental units that comprise the financial reporting entity. 
C. Fund Accounting The Washington Parish Gas Utility District No. 2 is organized and operated on a fund basis of accounting whereby a self-balancing set of accounts (Enterprise Fund) is maintained that comprises its assets, liabilities, net assets, revenues, and expenses. The operations are financed and operated in a manner similar to a private business enterprise, where the intent of the governing body is that cost (expenses, including depreciation) of providing service on a continuing basis be financed or recovered primarily through user charges. 



D. Basis of Accounting 

Washington Parish Gas Utility District No. 2 Washington Parish Council Franldinton, Louisiana 
Notes to Financial Statements As of and for the Year Ended December 31, 2003 

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. The enterprise fund is accounted for on a "flow of economic resources" measurement focus and a determination of net income and capital maintenance. With this measurement focus, all assets and all liabilities associated with the operation of this fund are included on the balance sheet. The Enterprise Fund uses the accrual basis of accounting. Revenues are recognized when earned and expenses are recognized at the time liabilities are incurred. The District uses the following practices in recording certain revenue and expenses: 
Revenues All revenues are susceptible to accrual basis of accounting. Gas revenues are billed on a recurring monthly basis, as the District's customers use gas. Bills are rendered at the beginning of each month for gas used the previous mouth. Accounts are primarily collected in the month following use of the gas. Re-connect fees, and installation fees are recorded in the month the service is rendered and collected. Interest income is paid and recorded on a monthly basis. Interest is accrued as earned on those treasury notes. 
Expenses The District records expenses as they are incurred. Gas purchases are billed monthly and paid the following month. Supplies purchased during the month are normally paid the next month. When both restricted and unrestricted resources are available for use, it is the District's policy to use restricted resources first, and then unrestricted resources as they are needed. 
E. Budget The proposed budget for 2003 was presented at the November 26, 2002 board meeting, and adopted at the January 23, 2003 board meeting. The budget is prepared on the accrual basis of accounting, with additional provision made for bond debt service. The board forwarded a copy of the approved budget to the Washington Parish Council. The board reviews the budget to actual comparison on a monthly basis as a part of their management of the system. The 2003 budget was amended at December 18, 2003. The 2004 budget was presented at the November 25, 2003 board meeting and adopted at the December 18, 2003 meeting. 
F. Cash and Cash Equivalents Cash includes unrestricted amounts in demand deposits, interest bearing demand deposits, and money market accounts. The District includes in cash and cash equivalents, amounts in time deposits and those investments in bank certificates of deposits with original maturity of no more than 90 days. 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana Notes to Financial Statements As of and for the Year Ended December 31, 2003 
Under state law, the District may deposit funds in demand deposits, interest-bearing demand deposits, money market accounts, or time deposits with state hanks organized under Louisiana law and national banks having their principal offices in Louisiana. These are classified as investments if their original maturity exceeds 90 days. Investments are stated at their fair market value. 
G. Inventories The District purchases their estimated monthly gas allotment based on historical analysis. By agreement with E1 Paso Energy Co., the District is allowed to store any surplus gas in the El Paso Energy Co. facilities. Inventories of gas are valued at lower of cost or market and are expensed using the first-in first-out method. 
H. Prepaid Items Prepaid items consist of expenses paid in the current year that cover the operations during part of the next fiscal year. I. Restricted Assets The funds included as restricted assets are offset in restricted liabilities 
Reserve Funds The Revenue Bond Reserve Fund and Contingency Fund were established as part of the $758,000 gas utility revenue bond series 1998 indenture. The Bond Reserve Fund is an investment account (bank savings account) where funds are accumulated ($151 per month) and held in reserve for payment of bonds and interest when the necessary funds would not be available from operating funds. Maximum amount for the Reserve Fund is one year's payments of interest and principal ($60,672). The Contingency Fund is an investment account where funds are accumulated ($253 per month) to pay for any emergency repairs or other contingencies that may arise. There is no maximum balance established for this fund. Accumulation of these funds was to commence upon completion and acceptance of the new distribution line (September 2001). Customer Meter Deposits Money received for utility deposits paid by new customers is held at various banks in Franklinton, Louisiana. The District holds meter deposits until a customer becomes inactive. The meter deposit is then applied to the accounts receivable balance due and any remainder is refunded to the customer. Current meter deposits are: large commercial $150, small retail $120, renters $150, and homeowners $100. 
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J. Fixed Assets 

Washington Parish Gas Utility District No. 2 Washington Parish Council Franldioton, Louisiana 
Notes to Financial Statements As of and for the Year Ended December 31, 2003 

Fixed assets of the District are included on the statement of net assets of the enterprise fund at historical cost. Interest costs incurred during construction were capitalized. Depreciation of all exhaustible fixed assets is charged as an expense against operations. Depreciation is computed using the straight-line method over the estimated useful lives as follows: 

K. Long Term Liabilities 
Gas system Gas meters Office equipment Other equipment 

40 years 20 years 10 years 5 years 
Long-term liabilities are recognized on the statement of net assets of the enterprise fund. For the District, this is represented by the balance of bonds due and payable after one year. L. Net Assets Net Assets consist of prior year and current year net income retained by the District. M. Compensated Absences 
All employees of the District earn 10 days of vacation leave each year. Vacation leave must be taken following the year earned. However, upon termination or retirement, employees are paid for any unused vacation leave earned during the current year. All employees earn V~ day of sick leave each month during the year. A total of 18 days of sick leave can be accumulated. All accumulated sick leave lapses upon termination. There were no accumulated or vested leave benefits reported by the District in accordance xxith GASB Statement No. 16 as of December 31, 2003. N. Use of Estimates The preparation of financial statements in conformance with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and liabilities atthe date of the financial statements and the reported amounts of revenues and expenses during the reported period. Actual results could differ from those estimates. 2. Cash and Cash Equivalents At December 31, 2003, the District has unrestricted cash and cash equivalents (book balances) totaling $111,298 in demand deposits, and cash on hand. 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana 
Notes to Financial Statements As of and for the Year Ended December 31, 2003 

These deposits are stated at cost, which approximates market. Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. These securities are to be held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At December 3 ~~ 2~~3~ the District dep~sits (c~~~ected bank ba~ances) in Citizens Savings Bank t~ta~ed $~~2~73 ~. These deposits were secured from risk by $100,000 of federal deposit insurance, and pledged securities in the amount of $254,971. The pledged securities are represented by a federal letter of credit, from the Federal Reserve Bank of New Orleans, Louisiana, registered in the name of the pledging bank. Because the pledged security is not registered in the District's name, the deposits are considered un-collateralized (Category 3) under the provisions of GASB Statement Number 3. 
3. Restricted Assets At December 31, 2003, the District had restricted funds as follows 
Meter Deposit Funds: Demand deposits Interest-bearing demand deposits Time deposits (C. D.s) Reserve and Contingency Funds: Interest-bearing demand deposits 
4. Accounts Receivable 

Bank Balances Book Value 8,698 17,277 22,000 
7,871 17,277 22,000 

20.119 20.119 $ 68,094 $ 67,267 

Accounts receivable consist of the following account balances at December 31, 2003 Customer accounts Less allowance for bad debts Net accounts reveivable $ 99,131 (1,326) $ 97,805 



5. Unbilled Revenue 

Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana Notes to Financial Statements As of and for the Year Ended December 31, 2003 
Unbilled revenue consists of gas consumed between the final meter reading date in December and December 31, 2003 and not billed to customers until the next month. 6. Bad Debts 
Uncollectible amounts due from customers' receivables are recognized as bad debts at the time information becomes available which would indicate the un-collectibility of the particular receivable. The bad debts are charged off against an allowance account established as an average of the last 3 years charge off's, or the average percentage of charge-offs to sales, whichever is greater. 

7. Fixed Assets 

Allowance account balance 1/01/2003 Less current year charge-offs Current year provision for doubtful accounts Allowance account balance 12/31/2003 
$ 18,637 (22,511) 5,200 $ 1,326 

All fixed assets are stated at historical cost. Following is a summary of the activity in the fixed asset accounts for 2003 
Gas system Gas meters Office equipment Other equipment Storage building Totals 

Beginning Balance $ 1,512,524 12,440 10,847 40,281 10,351 $ 1,586,443 

Additions Deletions 
1,070 19,000 
$ 20,070 $ 

A summary of the accounts and the related accumulated depreciation follows 
Gas system Gas meters Office equipment Other equipment Storage building Totals 

Cost $ 1,512,524 12,440 11,917 59,281 10,351 $ 1,606,513 

Ending Balance $ 1,512,524 12,440 11,917 59,281 10,351 $ 1,606,513 
Accumulated Depreciation $ 874,941 10,476 8,172 19,982 1,298 $ 914,869 

Net 637,583 1,964 3,745 39,299 9.053 691,644 
Depreciation totaling $55,856 is computed on a straight-line basis for financial statement purposes. 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franldinton, Louisiana Notes to Financial Statements As of and for the Year Ended December 31, 2003 
8. USDA Rural Development Bonds The following is a stunnaary of the long-term liability transactions during the year: 
Deseription Gas Utility Revenue Bonds series 1998 Total 

Beginning of End of Due Within Year Additions Deletions Year One Year 
692,108 $ 692,108 $ 28,428 $28,428 663,680 $663,680 29.758 

The current balance of $663,680 of par value Gas Utility Revenue Bonds series 1998 dated June 1, 1999 were issued on behalf of the District for the purpose of constructing and acquiring improvements, extensions, and replacements to their gas utility system and to retire the old bond debt ($376,126). The funds were advanced over a period from June 1999- October 2000, and totaled $758,000. The bond debt consists of one bond payable to the USDA Rural Development. Payments of $5,056 commenced July 2000, and include interest at the rate of 4.75% per annum payable over twenty years. In addition to the monthly payment of the bonded debt the District is to make monthly payments to a reserve fi.md ($151), and a contingency fund ($253), commencing upon date of completion and acceptance of the extension project. Following is a schedule of future debt payments including interest expense of $275,847 on these bonds: Year 2004 2005 2006 2007 2008 2009 - 2013 2014 - 2018 2019 Totals 
9. Litigation and Claims 

Prineipal 29,759 31,204 32,719 34,307 35,973 2O7,82O 263,407 28,491 $ 663,680 

Interest Total 30,913 29,468 27,953 26,365 24,699 95,540 39,953 956 $ 275,847 

60,672 60,672 60,672 60,672 60,672 303,360 303,360 29,447 939,527 
As of December 31, 2003, the District has been named as defendant in one lawsuit: the Magee lawsuit. The District's attorney has stated that he feels this case does not appear to have any merit; however, the District did not have liability insurance at the time of this claim and they could incur some legal expenses in this case. 



10. Leases 

Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana Notes to Financial Statements As of and for the Year Ended December 31, 2003 
The District does not have any items under a capital or operating lease at December 31, 2003 11. On-Behalf Payments 
The Washington Parish Council pays certain operating expenditures of the District. The District's office is located in a building/eased by the Council. The Council pays the rent and utilities on the building (office space approximately 80 square feet). These expenditures are not reflected in the accompanying financial statements. 12. Intergovernmental Agreement The District and the Parish Council signed an intergovemmental cooperative agreement concerning the use of Parish Council property for an equipment yard and space for the storage shed. The term of this agreement was for the period June 1, 2002 through May 31, 2003. The term is extended on a month to month basis after May 31, 2003, with either party having the right to cancel the agreement by giving 60 days written notice to the other party. The District constructed a fence around the property and had placed a portable storage building on the property. The District has the right to remove any improvements made to the property within 30 days after the effective date of cancellation. 13. Prior Period Adjustment A prior period adjustment was made to correct the beginning Net Assets balance. The adjustment corrected the allowance for bad debts for the prior fiscal year ending December 31, 2002. The correction to the beginning Net Asset balance is as follows: 
Date Description 12/31/02 12/31/02 12/31/02 
Net Asset Balance, Before Prior Period Adjustment Prior Period Adjustments: - Correcting Allowance for Bad Debts Net Assets Balance, After Prior Period Adjustment 

Amount $ 356,157 8,235 $ 364,392 



SUPPLEMENTAL INFORMATION 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana 
Schedule of Other Operating Expenses For the Years Ended December 31, 2003 and 2002 

Salaries Payroll taxes Accounting services Advertising Legal fees Board of Commissioners expense Paying agent fees Operating interest Insurance Warehouse rent Supplies and expense-office Supplies and expense-gas line Repairs and maintenance Meter replacement Compliance regulation Leak survey Telephone Training Travel Truck expense One-call concept Severance taxes Amortization of bond issuance cost Miscellaneous Total 

Schedule 1 

2003 2002 
102,258 7,847 5,000 2,050 495 7,075 
42,869 
11,975 28,350 4,670 
8,054 9,750 5,698 1,145 1,682 8,910 935 2,715 1,047 5,529 258,054 

74,994 5,807 6,500 1,109 5,850 800 65 27,053 450 6,311 15,587 5,065 10,565 
5,028 595 2,870 9,288 620 2,708 747 1,521 $ 183,533 

The accompanying notes are an integral part of these statements. 31 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana Schedule of Board of Commissioners Compensation As of and for the Year Ended December 31, 2003 Schedule2 
The Board of Commissioners of the District consists of five members appointed by the Washington Parish Council. The following schedule of compensation paid to board members is presented in compliance with House Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislature. Compensation did not exceed provisions of R.S. 33:4305.B. [1]. 
Will Smith Jr. Charlie Bowlin George McKenzie Joe H. Davis John Stevens Earl Forest Totals 

Regular Meetings 
15 4 18 18 18 25 

Board Fees Travel Total 
$ 1,100 300 ,250 ,250 ,300 ,875 $ 7,075 

41 119 497 41 142 799 $ 1,639 
The Commissioners are appointed to the following terms as of January 1, 2003 Earl Forrest Joe Davis Will Smith George McKenzie John Stevens 
Mr. Stevens was re-appointed to the Board on January 5, 2004 Re-appointments are made each January for the member whose term expires 

The accompanying notes are an integral part of these statements 

1,141 419 1,747 1,291 1,442 2,674 $ 8,714 

2 years 3 years 4 years 5 years 1 year 



Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana 
Schedule of Gas Rates 
For Year Ended December 31, 2003 

All residential, commercial, and industrial rates are the same. $1.40 Per CCF $13.25 First CCF(Minimum Charge) $1.40 Any overages are charged at $1.40 

The accompanying notes are an integral part of these statements. 33 



 

Washington Parish Gas Utility District No. 2 Summary Schedule of Prior Year Audit Findings As of and for the Year Ended December 31, 2003 
Section I - Internal Control and Compliance Material to the Financial Statements 
Reference Number: 2002-1 Fiscal Year Finding Initially Occurred: Fiscal Year Ending December 3 I, 1974 Description of Finding: This finding noted a lack of separation of duties of the A/K billings and collections 
Corrective action taken 

Schedule 3 

The District has standardized the monthly billing process. The board of commissioners reviews and approves all monthly adjustments to customers' accounts, and utilizes an outside CPA to review the monthly accounts receivable reconciliation. Corrective Action Planned (Response by Management) Partial. The board of commissioners will continue to monitor the billing process since there are too few personnel to provide adequate segregation of duties. 
Reference Number: 2002-2 Fiscal Year Finding Initially Occurred: Fiscal Year Ending December 31, 2000 Description of Finding: This finding noted that the budget was not amended for the fiscal year ending December 31, 2002 
Corrective action taken: Final, The budget was properly amended for the current fiscal year Reference Number: 2002-3 Fiscal Year Finding Initially Occurred: Fiscal Year Ending December 31, 1999 Description of Finding: 
This finding noted that for prior fiscal years, bad debt write-offs were not removed from the A/R subsidiary ledgers and no bad debts were written off in 2002. Corrective action taken: Final. Bad debts are written offby the board of commissioners, on no less than an annual basis, and referred to our lawyer for collections. (Continued) 



 

Washington Parish Gas Utility District No. 2 Summary Schedule of Prior Year Audit Findings As of and for the Year Ended December 31, 2003 
Section II - Internal Control and Compliance Material to Federal Awards Section II. Not applicable Section IH - Management Letter No Findings for Section HI. 

(Concluded) 
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Schedule 3 



 

Washington Parish Gas Utility District No. 2 Corrective Action Plan for Current Year Audit Findings As of and for the Year Ended December 31, 2003 
Section I - Internal Control and Comoliance Material to the Financial Statements No Findings for Section I. Section II - Internal Control and Comnlianee Material to Federal Awards Section II. Not applicable Section HI - Management Letter 
No Findings for Section III 
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
To the Board of Commissioners Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana We have audited the financial statements of the business-type activities and each major of the Washington Parish Gas Utility District No. 2, a component unit of the Washington Parish Council, as of and for the year ended December 31, 2003, which collectively comprise Washington Parish Gas Utility District No.2's basic financial statements and have issued our report thereon dated June 15, 2004. We conducted our audit in accordance with auditing standards generally accepted in the United States of America 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 Washington Parish Gas Utility District No. 2's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts provisions was not an objective of our audit and, our tests disclosed instances of noncompliance Standards which are described in the Summary 2002-1. 

However, providing an opinion on compliance with those accordingly, we do not express such an opinion. The results of that are required to be reported under Government Auditing Schedule of Prior Year Audit Findings as Reference Number 
Internal Control Over Financial Reporting In planning and performing our audit, we considered Washington Parish Gas Utility District No.2's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknesses. 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 low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its operation that we consider to be material weaknesses. 
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BRUCE HARRELL & CO. CERTIFIED PUBLIC ACCOUNTANTS A Professional Accounting CorporaUon 
To the Board of Commissioners Washington Parish Gas Utility District No. 2 Washington Parish Council Franklinton, Louisiana Page 2 
This report is intended solely for the information of management of the Washington Parish Gas Utility District No.2, the Legislative Auditor, and the USDA Rural Utilities Service, and is not intended to be and should not be used by anyone other than these specified parties. However, this report is a matter of public record and is distributed by the Legislative Auditor as a public document in accordance with Louisiana Revised Statutes 24:513. 
Bruce Harrell and Company, CPAs A Professional Accounting Corporation June 15, 2004 


