
St. Tammany Parish Water Districl No. 2 Covington, Louisiana 
STATEMENTS OF CASH FLOWS For the Years Ended December 31, 1996 and 1995 

Cash flows fi'om operating activities: Net operating income Adjustments to reconcile net operating income to cash provided by operating activities Depreciation and amortization Increase in utility customer receivables Decrease (increase) in inventory Increase (decrease) in accrued expenses Total adjustments Net cash provided by operating activities Cash flows from non-capital financing activilies Net receipts from meter deposits Net cash provided by non-capital financing activities 
Cash flows fi'om capital financing activities l'rincipal paid on bonds Interest paid on bonds Ad valorem revenue, net l'urchase of fixed assets Net cash used for capilal financing activities 
Cash flows fi'om investing activities: Interest received on investments Maturities of certificates of deposit l'urchase o f certificates of deposits Net cash provided by investing activities NET INCREASE IN CAStt AND CASH EQUIVALENTS Cash and cash equivalents at beginning of year Cash and cash equivalents at end of year 

The acconlpmwing notes are an integral part of these statements 8 

_ 1996 $ 55,071 
18,679 (2,999) (799) (991) 13,890 68,961 
_ 1,807 
_ 1,807_ 
(37,000) (38,248) 47,116 _ (38.865_.l 

1.995 $ 33,608 
17,263 (1,390) 2,18(I 586 18 6~9 __5sL2~_242 
1~465 1 465 
(35,000) (40,834) 22,845 ~2,615) 

_ (66,997) _1.555,~604) 
13,816 340,609 --(329,806) 24,619 28,390 
47,551_ $ 75,941 

10,694 326,116 (325,652) 11,158 9,266 
38 285 ~7~55~5! 



Tammany Parish Water District No. 2 Covington, I,ouisiana 
STATEMENT RF~TAINED EARNINGS For lhe Years Ended December 31, 1996 and 1995 

P, etaincd earnings at beginning of year Net incolne 
Retained earnings at end of year 

The accompanying notes are an integral part of these slalcments 7 

1996 $ 72,124 
76,690 $ 148,814 

1995 _ $ 44,030 28,094 $ 72,124 



Operating Revenue Waler revenue Maintenance revenues Tap and connect fees Olher revenue Total operaling revenue 

St. Tammany Parish Water District No. 2 Covington, Louisiana STATEMENTS OF REVENUES AND EXPENSES 
For thc Years Endcd December 31, 1996 and 1995 

Operating Expenses Salaries Elnployee benefits Operating supplies Depreciation and amortization 111surance Utililies and telephone Renl Payroll "taxes Repair and maintenance Legal and professional Postage and office supplies Other Parish assessment expense Director fees Travel, conferences and conventions Uniforms Truck expenses Total operating expenses 
Ncl operating income Non-Operating Revenue (Expense) Ad valorem revenue Interest income lnteresl expense Slate pension deduction Total non-operating revenue (expense) 
Net income 
Thc accompanying notes are an integral part of these statements 6 

1996 1995 _ $ 223,565 40,790 13,125 1,918 2793_,39~_ 
91,959 6,187 27,206 18,679 14,345 12,529 10,428 7,232 5,942 5,730 4,875 4,473 4,289 4,140 3,589 1,130 1,594 224,327 
55,071 
48,856 11,700 (37,197) __(1,740) 21,619 

$ 214,4(10 39,065 10,230 1,455 265,1 ~! 
89,997 10,103 25,919 17,263 11,847 12,481 10,428 7,096 12,921 5,716 5,939 5,221 4,143 4,46(I 3,661 2,242 . 2,1~ 2.23~1 542 
33,608 
24,320 12,088 (40,447) _ (1,475) (5,514) ~_'16,690 $ 28,094 



St. Tammany Parish Water District No. 2 Covington, Louisiana BALANCE SIIEETS - Continued 
December 31, 1996 and 1995 
1,1ABll,ITIES AND FUND EQUITY 

Current 1Aabilities (payable fiom unrestricted assets) Accrued expenses Current unused compensated absences 
Total current liabilities Current Liabilities (payable from restricted assets) Accrued interest on bonds Matured principal and interest on bonds Meter deposils Current maturities of bonds payable Total current liabilities (payable fi'om restricted assets) Long-Term Debt, net of current maturities Revenue bonds payable Public improvement bonds payable Total long-term debt 
Retained earnings 
Tim accompanying notes are an integral part of these statements 

1996 1995 
$ 2,671 1,578 $ 3,752 1,48_8 4,249 5,24(! 
11,515 1,801 38,923 __38,000 

12,56(, 1,801 37,116 37,0~! 
_ 90,239 _ 88,4~3_ 
86,000 420 000 506,000 
600,488 148,814 
$749,302 

108,0011 436,000 544=q0~ 
637,723 72,!.24 $ 709,847 



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

Currenl Assets Cash and cash cquivalcnts lnvcslments in certificates of deposit Utility custolners receivahle, net Accrued inlcrest rcceivable Due from other government agency lnvenlory l'otal current assets 
Restricled Assets Cash and cash equivalenls hwestmcnt in certificates of deposit 
Total reslricted assets Fixed Assets Plant and equipment al cost, net 1 ,and Total fixed assets 

13AI,ANCE SHEETS 
December 31, 1996 and 1995 
ASSETS 

The accompanying notes are an integral part of these statements. 
4 

1996 $ 56,052 
59,864 27,156 2,736 3,205 13.320 

1995 $ 41,215 
65,564 24,157 4,852 3,205 12,52[ 162,333 151,5!4 

19,889 132,897 152,786 
423,622 10,561 434 183 ~749~302 

6,336 ~38,@~ 144.3~fi 
4(13,436 10,561 _ 413,992 $ 709,847 



Samuel K. Smith, CPA Patrick "Br,/an" I-luval, CPA 
Smith, Huval & Associates, L.L.C. (A LIMITED LIABILITY COMPANY) Certified ~[ic Accountants P.O. Box 1660 Covington, Louisiana 70434-1660 

INDEPI3N1)t';NT AUI)ITORS' REPORT 
']'o tl~e Board of Commissioners St. Tammany Parish Water District No. 2 Covington, Louisiana 

(504) 892-6633 - Cawingu,n (504) 892-4666 - FAX 

We have audited the accompanyiug component unit financial statements of St. Tammany Parish Waler District No. 2 (a governmental agency) as of December 31, 1996 and 1995, and for the years then ended. These component unit financial slatcments are the responsibility of the Districfs management. Our responsibility is to express m~ opinion on these component unit financial statements based on our audits. We conducted our audits in accordance with generally accepted auditing standards and the standards for financial and compliance audits contained in the Go_ vernment Auditing Standards_, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasormble assurance about whether the colnponent unit financial statements are fi'ee of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the component unit financial statements. An audit also includes assessing the accounting principles used and significant estimates made by mm~agement, 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 referred to in the first paragraph present fairly, in all material respects, thc fnancial position of St. Tammany Parish Water District No. 2 as of Dccember 31, 1996 and 1995, and the results of its operations and cash flows for the years then endcd, in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued a report dated March 31 1997., on our consideration of the internal control structure of St. Tammmay Parish Water District No 2 and on its compliance with laws and regulalions. 
Marcia 31, 1997 
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ST. TAMMANY PARISI] WATER DISTRICT NO. 2 COVINGTON, I,OUISIANA COMPONENT UN1T FINANCIAL STATEMENTS AND 1NDEPI2NDIZNT AUI)]TORS' REPORT 
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St. Tammany Parish Water District No. 2 Covington, l,ouisiana NOTES TO FINANCIAL STATEMENTS 
December 31, 1996 and 1995 

NOTE E - AD VAIX)REM TAXES - Continued 
ad wdorem taxes are budgeted for lhe year received, due to the Board of Commissioners' inlentions. The St. Tammany Parish Tax Collector bills and collects the District's ad valorem taxes using the assessed value delermined by the tax assessor of St. Tammany Parish, Louisiana. 
NOTE F - I,ONG-TERM DEBT 
The tbllowing is a summary of bond transactions of the St. Tammmly Parish Water District No. 2 for the years ended December 31, 1996 and 1995. 
Revenue: Bonds payable at January 1 Bonds retired Bonds payable at December 31 Public Improvement: Bonds payable at January 1 Bonds retired Bonds payable at December 31 
Revenue Bonds $150,000 Walerworks Revenue Bonds dated June 1, 1972; balance due in mmual principal installments of $7,000 - $12,000 plus semi-annual interest payments through June 1, 1997, with interest at 6% $206,000 Waterworks Revenue Bonds daled September 12, 1979; balance due in annual principal installments of $6,000 - $14,000 pl us inlerest payments throu~,h September 12, 2004 wilh inlerest at 5% 

3_4 

1996 1995 $ 129,000 121,000) $ 108.000 
$ 452,000 116,0001 $ 436,000 

$ 148,000 (19,000) 129.000 
$ 468,000 (16.000) $ 452~000 

$ 12,000 $ 23,000 

96,000 
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St. Tammany Parish Water District No. 2 Covington, Louisiana NOTES TO FINANCIAL STATEMENTS 
I)ecember 31, 1996 and 1995 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES The accounting and reporting policies of tile St. Tammany Parish Water District No, 2 confoml to generally accepted accounting principles as applicable to governments. Such accounting and reporting procedures also conform to the requirements of Louisiana Revised Statutes 24:517 and to the guides set forth in the l,ouisiana Municipal Audit and Acc_.om~ing Guide, and to the industry audit guide, Audits of State and Loca.[ Governmental Units. The following is a smnmary of certain significant accoun6ng policies. 1. Reporting Entit2~ 
The reporting entity for St. Tammany Parish consist of the St. Tammany Parish Police Jury, which as governing authority of file parish is the component unit with oversight responsibility, and other governmental units (component units) within the parish over which the police jury exercises oversight rcsponsibilily. In accordance with GASB codification Section 2100, St. Tammany Parish Water District No. 2 is considered a component unit of the parish reporting entity because; (1) cmmnissioncrs of the District are appointed by {he St. Tammany Parish Police Jury and; (2) lhc District provides water service to rcsidems within St. Tammany Parish. While St. Tammany Parish Water District No. 2 is an integral part of the parish reporting entity and should be included within the general purpose financial stalements oflbat reporting entity, GASB Codification Section 2600 provides that a component unit may also issue financial statements separate from tllose of the lvporting entity. Accordingly, the accompanying financial statelnents 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, lbe general government services provided by the police jury or on other component unils that comprise lhe St. Tammany Parish reporting entity. 2. l"und Accounti~ 
The accounts of St. Tammany Parish Water District No. 2 arc organized on the basis of Enterprise Fund accounting used by governmental entities. The Enterprise Fund is used to account for operations (a) that are financed and operated in a manner similar to private business enterprises - whelv the intent of file governing body is that the cost (expenses, including depreciation) of providing goods or services to file general public on a continuing basis be financed or recovered primarily through user charges; or (b) where the goveruing body has decided the periodic determination of revenues earned, expenses incun'ed, mad/or net income is appropriate for capital maintenance, public policy, management control, accountability, or other purposes. 



St. Tammany Parish Water District No. 2 Covington, Louisiana 
NOTES TO FINANCIAl, STATEMENTS 1)ecelnber 31, 1996 and 1995 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
3 

Machinery and equipment Office Equipment Buildings l,ong-lerm obligations are recognized within lhe Enterprise fund 
4. Basis ofAccounling 

5 - 40 years 5 - l 0 years 10 - 15 years 

The accompanying financial statements are accounted for using the accrual basis of accounting whereby all revenues, except ad valorem revenues, are recognized when they arc earned and expenses are recognized when incurred. The District recognizes ad valorem taxes on a cash basis, where revenues are recognized in lhe period received. Therefore, an accrual ofad valorem taxes is not reflected in the accompanying statemenls. 
Under state law, the District may deposit funds within a fiscal agent bank organized under the laws of the State of Louisiana, the laws of any olher state of the union, or the laws of the United Stales. The District may invest in certificate and time deposits of state banks organized under l,ouisiana law and national banks having principal offices ill Louisiana. The District considers all highly liquid investments with an original maturity of three months or less when purchased to be cash equivalents. 
Utility euslomer receivables on "the aeeompm~ying balmace sheets are considered to be fully collectible at December 31, 1996 and 1995. Uncollectible amounts arc recognized as bad debts through the establishment of an allowance account at the time information becomes available which would indicate the uncollectibility of an account. 

10 



St. Talnmany Parish Water District No. 2 Covingto a, Louisiana NOTES TO FINANCIAL STATEMENTS 
1)ecember 31, 1996 and 1995 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POL1CIES - Conlinued 
7. Inventory nvenlory is slated at lhe lower of cost o1" market using the first- in, first.-out method 
Compensaled Absence_s FASB No. 43 requires elnployers to accrue a liability for future vacation and sick leave based on services already rendered. Elnployees of the District earn annual vacation leave based on the following Years of Se_rvice_ 1-3 3 or more 

Animal Earned 
1 week 2 weeks 

Upon termination of service, employees are [,aid for unused annual vacation leave. Sick leave is earned al the rale of 12 days per year. An unlimited amount of sick leave can be accumulated, however, all accunmlated sick leave lapses upon termination of services. In accordance wilh the above, (he District has accrued the following for vacation and sick leave which have been earned but not taken as of December 31: 

9. l"ederal Income Taxes 
Vacation Sick leave Total 

1996 $ 1,578 $1,578__ 
1995 $ 1,488 .~1 ~488 

The District is not subject to federal income taxes in accordance with the lnternal Revenue Code (IRC) Section 115 regarding income of states, municipalities, political subdivisions, etc. 
NOTE B - PLEDGE OF SECURITIES 



St. q'ammal~y Parish Water District No. 2 Covington, Louisiana NOTES TO FINANCIAL STATEMENq'S 
1)ecember 31, 1996 and 1995 

NO'I'E 1) - RI~;STR1CTI~D ASSETS - Continued 

Revcuue bollds Public improvement bonds C.ash with paying agent Meter deposits l/cplacelncnt fund 
Total restricted 

1995 Cash and Cash .Equivalents $ 393 1,756 1,801 2,386 

Certificates of Deposit Total $ 53,482 27,025 
41,973 __ 15,520 
$ 53,875 28,781 1,801 44,359 15,520 6,336 ~_138,000 '15~336 In the cun'enl assets section of the balance sheet, $957 of cash and $59,864 of certificates of deposit as of December 31, 1996, ($957 of cash and $55,901 of certificates of deposit in 1995) represent remaining bond proceeds plus interest earned from public improvement bonds issued in 1991. These funds are to be used by the District for constructing and acquiring extensions and improvements to the water works trcatment plant and distribution system. 

NOTE I; - AD VALOREM ]'AXES The St. Tammany Parish Water District No. 2 was authorized to levy a special ad valorem tax of 12 nfills on all property subject to laxaliou to cover debt service requirements. The proceeds of this ad valorcm tax is for the purpose of paying the principal and interest of the two outstanding public improvemcnl bonds. The following is a roll-forward of ad valorem funds for the year ended December 31, 1996: Beginning cash and investments 
Plus: Ad valorem receipts, net ]ntcrest earned on certificates of deposits Subtotal 
l,ess: l)rincipal payments on bonds lnlerest payments on bonds Bank charges 
l;a~ding cash and investments 

$ 28,781 47,116 2,!46 78,043 (16,000) (31,898) (31~3 
Ad valorem taxes attach as an enforceable lien on property as of January 1 of each year. Taxes arc levied by the District on l)eccmber 1, 1996. Billed taxes were delinquent on January 1, 1997. Revenues fi'om 3_3 



St. Tammany Parish Water District No. 2 Covington, l,ouisiana 
NOTES TO FINANCIAL STATEMENTS December 31, 1996 and 1995 

NOTE 1: - 1,ONG-TP2RM DEBT- Continued 
Public Improvement Bonds $100,000 Public Improvement Bonds dated June 1, 1972; balance due in ammal principal installments of $1,000, $7,000 - $9,000 plus semi- annual interest payments through December 1, 1997; with interest at 5.20% collateralized by ad valorem 18xes 
$500,000 Public hnprovement Bonds daled January 1, 1991 ; balance due in annual principal installments of $5,000, $15,000 - $55,000 plus semi- annual interesl payments through March 1,2010; with interest al 10% collaleralized by ad valorem taxes 

1996_ 1995 
$ 1,000 $ 2,000 

435,000 450,000 

The annual requircments to amortize all bonds outstanding as of December 31, 1996 including interest payments arc as follows: 
1997 1998 1999 2000 2001 3]lereafler Less: interesl 

Nevenue Bonds $ 27,160 15,300 14,750 15,200 14,600 44=050 131,060 ~23~060) $ ~o8~ 

Public hnprovement Bol~ds $ 45,440 48,910 47,295 45,855 49,313 453,8255 690,638 (255.638) $ 435,000_ 
One requirement of the 1972 Revenue Bonds is for the District to maintain a debt service ratio of I lo 1. At l)eeember 31, 1996, this ratio was 1 .(12 to 1. The District has $54,675 restricted cash and cel'/il]eales of deposit in reserve for these Revenue Bonds, which have a principal balance of $108,000, at Deemnber 31, 1996. 15 



NOTE G - FIXED ASSETS 

St. Tammany Parish Water l)istrict No. 2 Covington, Louisiana NOTES TO FINANCIAL STATEMENTS 
I)ecember 31, 1996 and 1995 

Fixed assets are shown at nel on the balance sheet and consis~ of lhe following Machinery and equipment Buildings Offiee equipment Less: accunmlated depreciation Balance at end of year 
NOTE 11 - RETA1NllgD EARNINGS 

1996 $ 976,815 20,060 13,130 (586,382) 
_11995 $ 947,821 20,060 12,741 _(527,186) 

Retaincd earnings for the year ended December 31 1996and 1995 consist ofthe following Reserved: Reserve for revenue bonds Reserve for public improvement bonds Reserve for meter deposils Reserve for replacement Unreserved 
NOTE 1 - COMMITMENTS 

1996 _J1995 $ 31,168 2,023 9,738 19,618 __86,267 
$ 31,163 1,926 7,244 15,520 16,27! .~2,124 

St. Tammany Parish Water District No. 2 rents their t~acility for $869 monthly from a member of the Board of Commissioners. The rental expense lotaled $10,428 for each of the years ended December 31, 1996 and 1995. NOTE J - BOARI) MEMBERS' PER DIEM PAYMENTS 
The following is a schedule of fees paid to board lnembers during the years ended I)ecember 31 : 1996. _ 1995 Bill Ferrer, Commissioner; Sec.-Treasurer R. L. Byron, Colnmissioner; President Pierre Fabre, Conmfissioner Julian Mathies, Commissioner; Vice-President A. J. Cigalli, Commissioner 

26 

$ 1,440 660 720 720 600 $ 4;140 
$ 1,440 760 700 760 800 ~4,460 



Samuel K. Smith, CPA Patrick "Bryan" Huval, CPA 
Smith, Huval & Associates, L.L.C. (A LIMITED LIABILITY COMPANY) Certified Pubh~. Accountants P.o. Box 1660 Covington, Louisiana 70434-1660 

INDEI~ENDI~NT AUDITORS' REPORT ON INTERNAL CONTROL 
To lhe Board of Commissioners St. Tammany Parish Water District No. 2 Covington, Louisiana 

(504) 892-6633 - (~wingu,n (504) 892-4666 - FAX 

We ha,~e audited the component unit financial statements of St. Tammany Parish Water District No. 2 as of and for the years ended I)ecember 31, 1996 and 1995 and have issued our report thereon dated March 31, 1997. We conducted our audit ill accordance with generally accepted auditing standards and Government Audiling Slandards issued by the Comptroller General of the United States; the provisions of the Compliance and Circular A-128, Audits of State and l,ocal Govcrnnacnts published bythe Office of Managelnent and Budget. Those standards require that we plan arm perlbrm the audit to obtain reasonable assurance about whether the component unit financial statemenls are free of material misstatement. 
The management of SI. Tammany l'arish Water District No. 2 is responsible for establislfing and mainlailfing an internal control structure. In fulfilling tiffs responsibility, estimates and judgments by nmnagement are required to assess the expected benefits and related costs of internal control structure policies and procedures. The ob~iectives of an in~ernal control structure are to provide management wilh reasonable, but not absolule, assurance lhal assets are safeguarded against loss fi'om unauthorized use or disposition, and that transactions arc executed in accordance with managelnent's authorization and recorded properly to permit the preparation of financial slalemenls in accordance with generally accepted accounting principles. Because of iuhercnt limitations in any internal control structure, errors or irregularities may nevertheless occur and not be delected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that file effectiveness of the design and operation of policies and procedures may deteriorate. 
In planning and performing our audit of the component unit financial statements of St. Tmnmany Parish Water District No. 2 for the years ended December 31, 1996 and 1995, we obtained an understanding of its internal control structure. With respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our 



The Board of Commissioners St. Tammany Parish Water District No. 2 

opinion on the financial statements and not to provide an opinion on the internal conlrol structure Accordingly, we do not express such an opinion. 
Our consideration of the internal conU'ol structure would not necessarily disclose all matters in the internal control structure that mighl be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of the specific internal control structure elements does not reduce to a relatively low level tile risk that errors or irregularities in amounts that would be material in relation to tile financial statements being audited may occur and not bc detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving tile internal control structure and its operations that we consider to be material weaknesses as defined above. This report is intended for the information of management and others within tile organization as well as tile Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 
March 31, 1997 



Samuel K. Smith, CPA Patrlck "Brgan" Huval, CPA 
Smith, Huval & Associates, L.L.C. (A LIMITED I.IABILITY COMPANy) Cem'fied~Pu~~ie Accountants P.O. Box 1660 Covington, Louisiana 70434-1660 

INI)EPENDENT AUDITORS' REPORT ON COMPLIANCE WFI'H LAWS AND REGUI,ATIONS 
The Board of Comnaissioners S1. Tanm3any Parish Water District No. 2 Covinglon, Louisiana 

(504) 892-6633 - G(,vington (504) 892-4666 t FAX 

We have audited the component unit financial statements of St. Tammm3y Parish Water District No. 2 as of and for the years ended December 31, 1996 and 1995 and have issued our report thereon dated March 31, 1997. 
We conducted our audit in accordance with generally accepted auditing standards and Gover!3ment Audit:ing .Sla 1( arcls, issued by l ae ( omplroller General of the United States. Those standards require that we plan and perform the audit 1o obtain reasonable assurance about whether the component unit financial statements arc fi'ee of material misstalclnenl. 
Compliance with laws, regulations, contracts, and grants applicable to SI. Tammany Parish Water District No. 2 is the responsibility oflhe Dislrict's management. As part of obtaining reasonable assurance about whether the compollenl unil financial statements are free of material misstatemenl, we performed tests of the 1)islrict's compliance wilh ccrtain provisions of laws, regulations, contracts and grants. However, our objective was not 1o provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. 
The results of our tests disclosed no instances of notacompliance that are required to be reported herein under 
This report is intended for the information of management and olhers within the organizalion as well as the Louisiana l~egislativc Auditor. Howevcr, this report is a matter of public record and its distribution is not limited. 
March 31, 1997 



Samuel K, Smith, CPA Patrick "Bryan" Huval, CPA 
Smith, Huval & Associates, L.L.C. (A LIMITED LIABILITY COMPANY) CertifieC Pub& .accountants P.O. Box 1660 Covington, Louisiana 70434-1660 

INDI~I'F, NDENT AUDITORS' REPORT ON FEDERAL FINANCIAL ASSISTANCE PROGRAMS INTERNAL ACCOUNTING AND ADMINISTRATIVE CONTROLS 
To the Board of Commissioners St. Tammany Parish Water District No. 2 Covington, Louisiana 

(504) 892-6633 - CuvirLgtot~ (504) 892-4666 - FAX 

We have audited the component unit finaocial statements of St. Tammany Parish Water District No. 2 as of and for tbe years ended December 31,1996 and 1995, mad have issued our report thereon dated March 31, 1997. We conducted our audit ill accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the United States; and Office of Management and Budget Circular A-128, Audits of State and Local Govenmrent_s. Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the component unit financial statements are free of material misstatement and about whether St. Tammany Parish Water District No. 2 complied with laws and regulations, noncompliance with which would be material to a federal financial assistance program. 
In planning and perforating our audit for the years ended Decelnber 31, 1996 and 1995, we considered the internal control structure of St. 3'mmnany Parish Water District No. 2 in order 1o delermiue our auditing procedures for the purpose of expressing our opinion on St. 'fanmlany Pm'ish Water District No. 2's component unit financial statements and to report on the internal control structure ill accordance with OMB Circular A-128. This report addresses our COllsideralion of internal control structure policies and procedures relevant to compliance with requirements applicable to federal financial assistance programs. We have addressed internal control structure policies and procedures relevant 1o our audit of the conrponent unit financial staicmenls ill a separate report dated March 31, 1997. 
The managemenl of St. Tannnany Parish Water District No. 2 is responsible for establishing and maintaining all internal control structure. In fulfilling that responsibility, estimates and judgments by management arc rcquircd to assess the expected benefits and related costs of internal control policies and procedures. The objectives of all internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, that transactions are executed ill accordance with management's authorization and recorded properly to permit the preparation of component unit financial statements in accordance with generally accepted accounting principles, and that federal financial assistance progrmns are managed in compliance with applicable laws and regulations. 



The Board of Commissioners St. Tannnany Parish Water District No. 2 
Because of inherent limitations in any internal control structure, errors, irregularities, or instances of noncompliauce may nevertheless occur and not be detected. Also, projection of any cvahmtion of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. For the purpose of this reporl, we have classified the significant internal control structure policies and procedures used in administering federal financial assistance programs into the following categories: reporting and special reserve requirements. For all of the internal control structure categories listed above, we obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and wc assessed control risk. l)uring tile year ended December 31, 1996, the St. Tammany Parish Water District No. 2 had no major federal assistance and 100% of its federal financial assistance was ill the form of a loan under the Farmers 1 lomc Administration's Loans for Water and Waste Disposal Systems for Rural Conmmnitics. We pcrforlned tests of controls, as required by OMB Circular A-128, to evaluate the effectiveness of the design and operation of internal control strtlcture policies and procedures that we have considered relevant to preventing or detecting material noncompliance with specific requirements, general requirements, and requircnlcnts governing claims for advances and reimbursements and amounts claimed or used for malchiag that are applicable to non-major programs. Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies mad procedures. Accordingly, we do not express such an opinion. Our consideration of tile internal control policies and procedures used in administering federal financial assislance would nol necessarily disclose all matters in tile internal control structure that might constitute material weaknesses under standards established by tim American Institute of Certified Public Accountmlts. A material weakness is a condition in which the design or operation of one or more of the internal control straclure elements does nol reduce to a relatively low level the risk that noncompliance with laws and regulalions that would be malerial to a federal financial assistance program may occur and not be detected within a timely period by employees in the normal course ofpertbnning tbeir assigned functions. We noted no mailers involving the internal control structure and its operations thai we consider to be material weaknesses as defined above. This report is intended for tim information of management mad olbers within tile organization as well as tile l,ouisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 
March 31, 1997 



Samuel K. Smith. CPA Patrick "Br,/an" Huval, CPA 
Smith, Huval & Associates, L.L.C. (A LIMITED LIABILITY COMPANy) Certified ff~ublic hocountants P.O. Box 1660 Covington, Louisiana 70434-1660 

INI)EPENDENT AUDITORS' REPORT ON COMPLIANCE W1Tlt REQUIREMENTS APPI,]CABLE TO NON-MAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAM TRANSACTIONS 
To the Board of ('omnaissioncrs St. Tarnnaany Parish Water District No. 2 Coving,ton, l,onisiana 

(504) 892-6633 - Covington (504) 892-4666 - FAX 

We have audilcd the component unit financial statements of $1. Tammany Parish Water District No. 2, Covington, l~ouisiana, as of and for the two years ended December 31, 1996 and 1995, and have issued om report thereon dated March 31, 1997. In connection with our audit of these component unit financial statements and with our consideration of St. 'l'amnaany Parish Water District No. 2's internal control structure used to administer federal financial assistance programs, as required by Office of Management and Budget Circular A-128. Audits of State and Local Governn!ents, we selected certain transactions applicable to certain non-major federal financial assislance programs. As required by OMB Circular A-128, we have performed auditing procedures to test compliance with the reqniremenls governing types of services allowed or unallowed that are applicable to those transactions. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on St. Tammany Parish Water District No. 2's compliance with these requirements. Accordingly, we do not express such an opinion. With respect to the items tested, the results of those procedures disclosed no material instances of noncompliance with the requirements listed in the preceding paragraph. With respect to items not tested, nothing came to our attention thai caused us to believe that St. Tammany Parish Water District No. 2 had not colnplied, in all material respects, with those requirements. 
This report is intended for the information of managelnent and others within the: organization as well as the Louisiana Legislative Auditor. This restriction is not intended to limit the distribution of this report, which is a mailer of public record. 
March 31, 1997 



St. Tmmnany Parish Water District No. 2 Covington, Louisiana NO'FES TO FINANCIAl, STATEMENTS 
I)ecember 31, 1996 and 1995 

NOTE B - I'LEDGE OF SECURITIES - Continued Category 1 includes bank balances which are insm'ed or collateralized with securities held by the District or its agent in the Districfs name. The carrying amounl of deposits does not include certificates of deposit of $2,736 for 1996 ($4,852 
NOTE C - CASH AN[) CASH EQUIVA1,ENTS 

a cash on hand balance of $50 or accrued interest on for 1995). 
At I)ecember 31, 1996 and 1995, cash and cash equivalents for both current and restricted assets consisted of the following: 
Cash on hand and in bank 

NOTE D - RESTRICTED ASSETS 
1996 $ 75,941 1995 ~25~x51 

Resnlulions aulhorizing the issuance of two Waterworks Revenue Bonds (one dated June 1, 1972, series 1972, for $150,000 and the oilier dated September 12, 1979, series 1979, tbr $206,000) provided for certain restrictions of assets of St. Tammany Parish Water District No. 2. These requirements have been met as of December 31, 1996 and 1995. 
Reslricled cash and investments follow: 

Revenue bonds Public improvement bonds Cash with paying agent Meter deposits Replacenmnt fund Total restricted 

1996 Cash and Cash _Equivalents $ 17,122 715 1,801 251 
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Certificates of Deposit $ 37,553 27,316 
48,410 19,618 132,897 
$ 54,675 28,031 1,801 48,661 19,618 $152,786 


