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INDEPENDENT AUDITORS' REPORT

To the Board of Commissioners

St. Tammany Parish Water District No. 2
Covington, Louisiana

We have audited the accompanying component unit {inancial statements of St. Tammany Parish
Watcr District No. 2 (a governmenta] agency) as of December 31, 1999 and 1998, and for the ycars
then ended. These component unit financial statements are the responsibility of the District's
management. Our responsibilily is to express an opinion on these component unit financial
statements bascd on our audits.

We conductled our audits in accordance with generally accepted auditing standards and the standards
for financial and compliance audits contained in the Government Auditing Standards, issued by the
Comptroller General of the United States. Thosc standards require that we plan and perform the
audit 1o obtain reasonable assurance aboutl whether the component unit financial statements are free
of matenal misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the component unit financial statcments. An audit also includes

assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall component unit financial statement presentation. We believe that our audits

provide a reasonable basis for our opinion.

In our opinion, the component unit financial statements referrcd to in the first paragraph present
fairly, in all material respects, the financial position of St. Tammany Parish Water District No. 2 as
of Deccember 31, 1999 and 1998, and the results of its operations and cash flows for the years then
cnded, 1n conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issucd a report dated February 25,
2000, on our consideration of the internal control over financial reporting of St. Tammany Parish
Water District No. 2 and on its compliance with Jaws and regulations.

Lt | Hunl § Guascistie, 21C.

February 25, 2000



St. Tammany Parish Water District No. 2

Current Asscls
Cash and cash cquivalents
Investments 1n certificates of deposit
Utility customers receivable, net
Accrucd nterest receivable
Duc from other government agency
Inventory

Total current assets

Restricted Asscls
Prepaid bond interest
Cash and cash cquivalents
Investment in ccrtificates of deposit

Total restiricted asscls

Construction In progress

Fixed Asscts
Plant and equipment at cost, net
I.and

Total fixed asscls

Covington, Louisiana
BALANCE SHEETS

Dcecember 31, 1999 and 1998

ASSETS

The accompanying notcs arc an integral part of these statements.

1999

$ 063,931
97,380
31,223

2,840
3,205
15,594

214,185

35,175
206,967
_ 115,322

177,464

580,801

422,356
10,561

432,917

$1,405,307

_ 1998

$ 52,927
72,001
27,725

5,582
3.205
14,574

170,074

7,591
150,712

158,303

31,996

442287
10,501

_ 452,848

> 819,821




St. Tammany Parish Watcr District No. 2
Covington, Louisiana

BALANCIE SHEETS - Continued

December 31, 1999 and 1998

LIABILITIES AND FUND EQUITY

1999_ 1998
Current Liabilhitics (payable from unrestricted asscts)
Accrucd expenscs $ 7,608 $ 0,283
Accounts payable 95,375 -
Current unusced compensated absences _ 3,990 2,203
Total current habilitics 107,033 8,480
Current Liabilities (payablc from restricied assets)
Deferred gain on rctirement of debt 18,750 -
Accrued mterest on bonds 22.803 10,560
Mctcr deposits 42,040 41,435
Current maturities of bonds payablc 45,000 _._31,000
Total currcnt liabilitiecs (payable from restricted assets) 128,593 82,995
[.ong-Tecrm Dcebt, net of current maturities
Revenue bonds payablc 528,000 64,000
Public improvement bond payable _...352,000 _.380,000
Total long-term dcbt ___ 880,000 ..444,000
Total habilitics 1,115,626 535,481
Retained carnings 289,741 _ 284,340
31,405,367 3819821

Thc accompanying notcs arc an inicgral part of these statements.




St. Tammany Parish Water District No. 2

Covington, Louisiana

STATEMENTS OF REVENUES AND EXPENSES

For the Yecars Ended December 31, 1999 and 1998

1999 _ _1998
Opcrating Revenuc
Waltcr revenuc $ 238,035 $239,510
Maintcnance revenucs 37,255 36,905
Tap and conncect fecs 18,405 10,240
Other revenuc 870 e 100
Total operating revenue 294,571 _ 286,815
Opcrating Expenses
Salarics 134,026 114,346
Employee benefits 11,653 5,604
Opcrating supphcs 21,475 23,576
Depreciation and amortization 28,640 27,294
Insurance 16,553 10,432
Utilitics and {clephone 10,235 14,224
1.cgal and professional 14,218 6,140
Rent 12,000 12,000
Payroll taxcs 10,473 9,203
Postage and office supplies 6,701 4,868
Othcr (0,085 8.815
Travel, conferences and conventions 5,022 3,332
Parish asscssment CXpense 4,330 4,674
Director {ees 4,320 4,440
I'ruck expenscs 3,704 1,628
Repair and mainicnance 1,908 5,423
Uniforms . 1,842 _ 1,271
Total opcrating expenses _ 300,397 257,270
Nect opcrating income (loss) (5,820) 20.545
Non-Operating Revenue (Expense)
Ad valorcm revenuc 59,372 60,010
Interest iIncome 20,852 11,424
I .oss on salc of fixed assets - (1,441)
Interest expense (67,144) (32,470)
State pension deduction __(1,853) _(1,816)
Total non-opcrating revenue (expense) 11,227 _ 35,707
Nct income ¢ 540 $ (5,252

The accompanying notes arc an integral part of these stalements.
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St. Tammany Parish Water District No. 2
Covington, Louisiana

STATEMENTS OF RETAINED EARNINGS

For the Ycars Ended December 31, 1999 and 1998

1999 1998
Retained carnings at beginning of ycar $ 284,340 $ 219,088
Net income 5401 05,252
Retained carnings at end of year $ 289,741 b 284,340

The accompanying nolcs arc an integral part of these statements.




St. Tammany Parish Water District No. 2
Covington, Louisiana

STATEMENTS OF CASH FLOWS

For the Years Ended Dccember 31, 1999 and 1998

Cash flows from opcrating activitics:
Net operating income (loss)
Adjustments to reconcile net operating income (loss) to cash
provided by opcrating activitics
Depreciation and amortization
Increasc in utility customer receivablces
Incrcasc in inventory
Increasc in accounts payable
Increase 1 accrued expenses
Increasc i accrued compensated absences
Total adjustments
Net cash provided by operating activities

Cash flows from non-capital financing activities:
Net receipts from meter deposits
Nect cash provided by non-capital financing activitics

Cash flows from capital financing activities:
Principal paid on bonds
Proceeds from issuance of bonds
Interest paid on bonds
Deferred gain on retirement of debt
Ad valorem revenue, net
Proceeds from sale of {ixcd assets
Construction costs

Purchasc of fixed asscls
Net cash used for capital {inancing activities

Cash flows from investing activitics:
Interest received on investments
Maturitics of certificatcs of deposit
Purchasc of certificates of deposits
Net cash provided (used) by investing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash and cash cquivalents at beginning of year
Cash and cash cquivalents at end of ycar

‘Thc accompanying notcs are an mtcgral part of these statecments.
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1999 .

$  (5,820)

28,646
(3,498)
(1,020)
95,375
1,385
1,787
122,675
_ 116,849

005
005

(385,000)
835,000
(91,951)

20,625
57,519

(548,805)

— (8,715)
(121,327)

23,588
943,650

(932,985)
34,253

30,380

00,518

5 _90.898

_ 1998

$ 29,545

27,532
(1,996)
(2,421)

908

1,279
_ 25,392
54,937

390
390

J—

(31,000)
(33,210)

58,194
500
(31,996)

_(17,407)
_ {54,919)

7,990
179,358
(284,408)
_(97,000).

(96,652)

157,170
$ 00,518




St. Tammany Parish Water District No. 2
Covington, Louistana

NOTES TO FINANCIAL STATEMENTS

December 31, 1999 and 1998

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of the St. Tammany Parish Water District No. 2 conform to
gencerally accepted accounting principles as applicablc to governments. Such accounting and reporting
procedurcs also conform to the requirements of Louisiana Revised Statutes 24:517 and to the guidance
sct forth n the Louisiana Municipal Audit and Accounting Guide, and to the industry audit guide, Audits
of State and Local Governmental Unifs. The following 1s a summary of cerlain significant accounting
policics.

1.

Reporting Entity

The reporting entity for St. Tammany Parish consists of the St. Tammany Parish Police Jury, which
as governing authority of the parish 1s the component unit with oversight responsibility, and other
governmental units (component units) within the parish over which the police jury cxcrciscs
oversight responsibility. In accordance with GASB codification Scction 2100, St. Tammany Parish
Water District No. 2 1s considered a componcnt unit of the parish reporting entity because; (1)
commissioners of the District are appointed by the St. Tammany Parish Police Jury and; (2) the
District provides watcr scrvice 1o residents within St. Tamimany Parish. Whilc St. Tammany Parish
Watcr District No. 2 is an integral part of the parish reporting entity and should be included within
the general purpose financial statements of that reporting entity, GASB Codification Scction 2600
provides that a component unit may also issuc financial statements separate from thosc of the
reporting entily. Accordingly, the accompanying financial statements present information only on
the financial operations of St. Tammany Parish Water District No. 2 and do not present information
on the St. Tammany Parish Police Jury, the gencral government scrvices provided by the police jury
or on other component units that comprisc the St. Tammany Parish reporting entity.

Fund Accounting

The accounts of St. Tammany Parish Water District No. 2 are organized on the basis of Enterprisc
Fund accounting uscd by governmental entitics. The Enterprisc Fund is used to account for
opcrations (a) that are financed and operated 1n a manner similar {o private busincss cnterprises -
where the intent of the governing body is that the cost (expenses, including depreciation) of
providing goods or services 1o the general public on a continuing basis be financed or recovered
primarily through user charges; or (b) where the governing body has deccided the periodic
dctermination of revenues earned, expenses incurred, and/or nct income 1s appropriatc for capital
maintcnance, public policy, management control, accountability, or other purposes. The District
applics all apphicable FASB pronouncements passcd on or before November 30, 1989 in accounting
and rcporting for its proprietary fund operations unless those pronouncements conflict with or
contradict GASB pronouncements.



St. Tammany Parish Water District No. 2
Covington, l.ouisiana

NOTES TO FINANCIAL STATEMENTS

December 31, 1999 and 1998

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

3. Fixced Asscls and Long-Term Debt

Fixed asscts of the Enterprise fund are capitalized in the fund account because the fixed assets are
used in the production of goods or services sold. Fixed assets consist of property, plant, and
cquipment. All fixed assets are recorded at cost. Depreciation of all exhaustible fixed asscts 1S
charged as an cxpense against their operations. Depreciation has been provided prineipally using
the straight-line method. The estimated lives arc as follows:

Machinery and equipment 5 - 40 ycars
Office Equipment 5 - 10 years
Buildings 10 - 15 years

Long-term obligations are recognizcd within the Enterprise fund.

4. Basis of Accounting

The accompanying financial statements are accounted for using the accrual basis of accounting
whereby all revenues, except ad valorem revenues, arc recognized when they are carncd and
expenses are recognized when incurred. The District recognizes ad valorem taxcs on a cash basis,
where revenues are recognized in the period received. Therefore, an accrual of ad valorem taxes 1s
nol reflected in the accompanying statements.

5. Cash, Cash Equivalenis and Investments

Under slate Jaw, the District may deposit funds within a fiscal agent bank organized under the laws
of the State of Louisiana, the laws of any other statc of the union, or the laws of the United Statcs.
The District may invest in certificatc and time deposits of state banks organized under Louisiana law
and national banks having principal offices in Louisiana.

The District considers all highly liquid investments with an original maturity of three months or less
when purchased to be cash cquivalents.

6. Utility Customer Receivablces

Utility customer receivables on the accompanying balance sheets are considered to be fully
collectible at December 31, 1999 and 1998, Uncollectible amounts arc rccognized as bad debts
through the cstablishment of an allowance account at the time information becomes available which
would indicate the uncollectibility of an account.
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St. Tammany Parish Water District No. 2
Covington, Louisiana

NOTES TO FINANCIAL STATEMENTS

December 31, 1999 and 1998

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

7. Inventory

Inventory is stated at the lower of cost or market using the first- in, first-out method.

8. Compcensatled Absences

FASB No. 43 requircs employers to accruc a liability for future vacation and sick lcave based on
scrvices alrcady rendered. Employees of the District carn annual vacation lcave based on the

following:
Years of Scrvice Annual Earned
] -3 1 week
3 of more 2 weeks

Upon termination of service, employees ate paid for unuscd annual vacation lcave. Sick leave 1s
carncd at the rate of 12 days per year. An unlimited amount of sick leave can be accumulated,
however, all accumulated sick leave lapses upon termination of services.

In accordance with the above, the District has accrued the following for vacation and sick lcave
which have been carned but not taken as of December 31:

1999 1998
Sick leave $ - $ -
Vacation 3,990 2,203
Total $ 3,990 $ 2,203

9. Federal Incomge Taxes

The District is not subjecct to federal income taxes in accordance with the Internal Revenue Codce
(IRC) Section 115 regarding income of states, municipalities, political subdivisions, ctc.

NOTE B - PLEDGE OF SECURITIES

At December 31, 1999 and 1998, the carrying amount of the District’s total deposits (including cash and
certificates of deposit) was $303,606 and $283,842, respectively, and the bank balance was $304,302 and
$285,0065, respectively. Under state law, these deposits, or the resulting bank balances, must be sccured
by federal deposit insurance or the pledge of sccuritics owned by the fiscal agent bank. Tte District's
deposits (bank balances) as of December 31, 1999 and 1998 are considered 1o be a Category 1 credit risk
as defined by gencrally accepted accounting principles.

11



St. Tammany Parish Water District No. 2
Covington, LLouisiana

NOTES TO FINANCIAL STATEMENTS

Dccember 31, 1999 and 1998

NOTE B - PLEDGE OF SECURITIES - Continued

Category 1 includes bank balances which are 1nsured or collateralized with sccurities held by the District
or its agent 1 the District's name.

The carrying amount of deposits does not include a cash on hand balance of $50 or accrucd intcrest on
certificates of deposit of $2,846 for 1999 ($5,582 for 1998).

NOTE C - CASH AND CASH EQUIVALENTS

At December 31, 1999 and 1998, cash and cash cquivalents for both current and restricted asscts
consisted of the following:

1999 1998

Cash on hand and in bank $ 90,898 $ 60,518

NOTE D - RESTRICTED ASSETS

Resolutions authorizing the 1ssuance of a Waterworks Revenue Bond dated Scpiember 12, 1979, scrics
1979, for $206,000, and the Watcr Revenue Bonds dated January 7, 1999, for $500,000, provided for
cerlain restrictions of assets of St. Tammany Parish Water District No. 2. These requirements have been
met as of December 31, 1999 and 1998.

Restricted cash and investments follow:

1999
Cash and Cash Certificates
_Equvalents of Dcposit. __Total
Revenue bonds $ 40 $ 44,353 $ 44,393
Public improvement bonds 20,424 11,972 32,396
Meler deposits 6,503 58,997 65,500
Replacement fund _ - R -
Total restricted $ 20967 $ 115,322 b 142,289

12



St. Tammany Parish Water District No. 2
Covington, Louisiana

NOTES TO FINANCIAL STATEMENTS

December 31, 1999 and 1998

NOTE D - RESTRICTED ASSETS - Continued

1998

Cash and Cash Certificates
_Equivalents .of Deposit. ___Total _
Revenue bonds $ 40 $ 290628 $ 29,608
Public improvement bonds 2,378 48.889 51,2067
Melcr deposits 5,173 50,277 61,450
Replacement fund - 15,918 15918
Total restricted S 7591 > 150,712 b 158,303

In the current assets section of the balance sheet, $36,851 of cash and $30,000 in a certificate of deposit
as of December 31, 1999, ($3,441 of cash and $60,000 in a certificate of deposit in 1998) represent
remaining bond proceeds plus interest earnced {from public improvement bonds issucd in 1991 and the
revenuc bonds issucd in 1999. Thesc funds are to be used by the District {for constructing and acquiring
extensions and improvements to the water works treatment plant and distribution system.,

NOTE E - AD VALOREM TAXES

The St. Tammany Parish Water District No. 2 was authorized 1o levy a special ad valorem tax of 12 mills
on all property subject to taxation to cover debt service requircments. The proceeds of this ad valorem
tax is for the purposc of paying the principal and interest of the two outstanding public improvement
bonds. The following is a roll-forward ot ad valorem funds for the year ended December 31, 1999:

Beginning cash and investments $ 51,267
Plus: Ad valorem receipts, net 57,519
Interest carned on certificates of deposits R
Subtotal 109,163

Less:
Transicr to Escrow Agcent for advance refunding (38,000)
Principal payments on bonds (26,000)
Interest payments on bonds (12,767)
Ending cash and investiments $ 32,396

Ad valorem taxes atlach as an enforccablce lien on property as of January 1 of cach ycar. Taxes arc levied
by the District on December 1, 1999, Billed taxes were delinquent on January 1, 2000. Revenues from

13



St, Tammany Parish Water District No. 2
Covington, Louisiana

NOTES TO FINANCIAL STATEMENTS

Deccember 31, 1999 and 199§

NOTE E - AD VALOREM TAXES - Continued

ad valorem taxes are budgeted for the year received, due to the Board of Commissioners’ intentions. The
St. Tammany Parish Tax Collector bills and collects the District's ad valorem taxes using the asscsscd
valuc determined by the tax assessor of S1. Tammany Parish, Louisiana.

NOTE F - .ONG-TERM DEBT

The following 1s a summary of bond transactions of the St. Tammany Parish Water District No. 2 for the
yecars ended December 31, 1999 and 1998.

1999 1998
Revenuc:
Bonds payable at January | $ 75,000 $ 86,000
Bonds 1ssued 500,000 -
Bonds retired _ (24,000) _(11,000)
Bonds payablc at December 31 321,000 $ 75,000
Public Improvement:
Bonds payablc at January 1 $ 400,000 $ 420,000
Bonds 1ssucd 335,000 _
Bonds retired _(301,000) (20,000)
Bonds payable at December 31 $ 374,000 $ 400,000
Revenue Bonds:
$206,000 Waterworks Revenue Bonds $ 64,000 $ 75,000
datcd Scptember 12, 1979; balance
duc 1in annual principal installments
of $6,000 - $14,000 plus interest
paymcnts through September 12, 2004;
with interest at 5%
$500,000 Water Revenue Bonds dated 487,000 -
January 7, 1999, balance due in annual
principal installments of $11,000 - $43,000
plus interest payments through September 1,
2018, with mierest at rates of 4.10% 10 5.90%
collateralized by water revenuves
$551,000 b 75,000
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St. Tammany Parish Water District No. 2
Covington, lL.ouistana

NOTES TO FINANCIAL STATEMENTS

December 31, 1999 and 1998

NOTE ¥ - LONG-TERM DEBT - Continued

1999 1998

Public Improvement Bonds:

$500,000 Public Improvement Bonds $ 45,000 $ 400,000
dated January 1, 1991; balance due

in annual principal installments of

$20,000 and, 25,000 plus semi-

annual 1nterest payments through

March 1, 2001 with interest at 7.60% to 6.90%

collateralized by ad valorem taxes

$335,000 General Obligation Refunding 329.000 -
Bonds datced January 7, 1999, balance due 1n

annual principal installments of $2,000 -

$50,000, plus semiannual interest payments

through September 1, 2010 with interest at

4.15% collateralized by ad valorem taxes. e

> 374,000 $.400,000

The annual requirements 1o amortize all bonds outstanding as of December 31, 1999 including
intcrest payments are as follows:

2000
2001
2002
2003
2004

Thereafter

I.ess: interest

Revenue Public Improvement
- Bonds _.Bonds
$ 51,554 $ 38,017

51,503 41,392
52,399 39,927
52,190 43,703
52,924 41,396

_ 018,796 _ 200,229
879,360 470,664
{328,3006) --{90,604)
$ 551,000 b 374.000
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St. Tammany Parish Watcr District No. 2
Covington, Louisiana

NOTES TO FINANCIAL STATEMENTS

December 31, 1999 and 1998

NOTE G - FIXED ASSETS

Fixcd asscts arc shown at net on the balance sheet and consist of the following:

1999
Machimcery and cquipment $1,030.,772
Buildings 20,060
Office cqupment 16,233
I.ess: accumulated depreciation __(044,709)
Balance at end of ycar > 422,350

NOTE H - RETAINED EARNINGS

1998
$1,024,534
20,000
12,255
(014,562)

b 442287

Retained carnings for the year ended December 31, 1999 and 1998 consist of the following:

1999
Reserved:
Reserve for revenue bonds $ 11,986
Rcscrve for public improvement bonds 13,425
Reserve for meter deposits 23,460
Reserve for replacement -
Unreserved 240,870
S 289,741

NOTE 1~ COMMITMENTS

St. Tammany Parish Water District No. 2 rents their facility for $1,000 monthly from a member of the
Board of Commissioncrs. The rental expensc totaled $12,000 for each of the years ended December 31,

1999 and 1998, respectively.

As of December 31, 1999, the S1. Tammany Parish Water District No. 2 had entered inlo construction
contracts for a new well and storage tank. At Dccember 31, 1999, $580,801 of construction related
cxpenses have been recorded as construction in progress. At December 31, 1999, all remaining
obligations under these construction contracts have been recorded as current liabilitics. The District is
awalting thec completion of certain outstanding “punch list items” before payment of final cstimate and

relainages.

16

— 1998

$ 17,538
21,837
20,015
15,918

209,032
5 284,340



St. Tammany Parish Water District No. 2
Covington, L.ouisiana

NOTES TO FINANCIAL STATEMENTS

December 31, 1999 and 1998

NOTE J - BOARD MEMBERS' PER DIEM PAYMENTS

The following 1s a schedule of {ees paid to board members during the years ended December 31:

1999 1998
Bill Ferrer, Commissioner; Sce.-Treasurer $ 1,380 $ 1,440
R. 1.. Byron, Commissioner; President 780 780
Pierre Fabre, Commissioner 720 780
Wayne Jacobs, Commissioner 720 600
A. ). Cigalli, Commissioner 660 __ 780

b 4,260 3 4,440

NOTE K - DEFEASANCE OF BONDS

On January 7, 1999, the District 1ssued $339,000 of General Obligation Refunding Bonds with an average
inicrest rate of 4.15% 1o advance refund the 2002 through 2010 maturitics of the Scries 1991 General
Obligation Bonds with an average interest rate of 7.00%.

The nct proceceds of $327,084 (after payment of $11,916 of underwriters fee and 1ssuance costs) plus
$38.,000 of sinking fund monies were used to purchase U.S. Government securities. These sccuntics werc
deposited 1n an irrevocable trust fund with an escrow agent to provide for the future dcbt scrvice
requircments. The advance refunding met the requirements of an in-substance defeasance and the bonds
were removed from the Enterprise Fund. Of the funds transferred to the Escrow agent, $58,625 was scit
asidc to pay a portion of the interest on the remaming maturities of the 1991 bonds. This amount has been

recorded as an assct (Prepaid Bond Interest) and will be reduced as interest payments arc madc by the
Escrow Agcnt. A hability (Deferred Gain on Retirement of Bonds) of $20,0625 has also been recorded. This

amount will bc amortized over the life of the new bond as a reduction in scheduled mterest payments.

The District advance refunded the bonds to reduce 1ts total debt service payments over the life of the bonds
by $39,872 and to obtain an economic gan (the differcnce between the present valuces of the debt service

payments on the old and new debt) of $22,864.

177




_— e e— e— e— e— e e et T e Em— E— ey e E— e e T T T T T T

Smith, Huval & Associates, L.L.C.

(A LIMITED LTABILITY COMPPANY)

Ceriified Public Accountants

.. Box 3790
Covington, Louisiana 70434-3790
Samuel K. Smithy, CI'A (504} 892-6633 - Covington
Pattick “Bryan®” 1uval, CPA {504) 892-4666 - FAX

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 Commissioncrs
St. Tammany Parish Water District No. 2
Covinglon, l.ouisiana

We have audited the financial statements of the St. Tammany Parish Watcr District No. 2 as of and for the
years ended December 31, 1999 and 1998 and have 1ssucd our report thereon dated February 25, 2000. We
conducted our audits in accordance with gencrally accepted anditing standards applicable to financial audits
contained in Government Auditing Standards, 1ssued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonablc assurance about whether St. Tammany Parish Walter District No. 2's
financial statcments are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grants, noncomplhance with which could have a direct and

maicrial cffect on the determination of financial statcment amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, wc do not express such
an opinion. The results of our tests discloscd no mstances of noncompliance that are required 1o be reported

under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered St. Tammany Parish Water District No. 2's internal
conirol over {inancial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not 1o provide assurance on the iniernal control over financial
reporiing. Our constderation of the internal control over financial reporting would notl nccessarily disclosc
all matters in the iternal control over financial reporting that might be material weaknesses, A material
weakness 1s a condition in which the design or opcration of one or more of the internal control components
docs not rcduce to a relatively low level of risk that misstatements in amounts that would be material in
rclation to the financial statcments being audited may occur and not be detccted within a timely period by
cmployees 1in the normal course of performing their assigned functions. We noted no matters involving the
internal control aver financial reporting and 1ts operation that we consider to be material weaknesscs.

This report is intended for the information of management, the Rural and Economic Devclopment Office
and the Louisiana Legislative Auditor. However, this report 1s a matier of public record and its distribution

15 not Jimited.
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