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CERTIFIED PUBLIC ACCOUNTANTS 

NDEPENDENT A UDITOR'S REPORT 

To the Board of Com m issioners 
W aterw orks District No. 2 
Lincoln Parish. Louisiana 

200 NORTtt JEFFERSON, SUITE 200 
EL DO RADO , ARKANSAS 71730 
OFFICE (870) 862 3911 
FAX (870) 862-8237 

41 2 W EST ALABAM A 
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W e have audited the accom panying general purpose financial statem ents of W aterw orks District 
No. 2, Lincoln Parish, Louisiana (a com ponent-unit of the Lincoln Parish Police Jury), as of and for 
the year ended June 30, 1999, as listed in the table of contents. These general purpose financial 
statem ents are the responsibility of the District's m anagem ent. Our responsibility is to express 
an opinion on these general purpose financial statem ents based on our audit. The general purpose 
financial statem ents of W aterw orks District No. 2 as of June 30, 1998, w ere audited by other 
auditors w hose report, dated Novem ber 5, 1998, expressed an unqualified opinion on those 
statem ents. 

W e conducted our audit in accordance w ith generally accepted auditing standards and the 
standards applicable to financial audits contained in Governm ent A uditing Standards, issued by 
the Com ptroller General of the United States. Those standards require that w e plan and perform 
the audit to obtain reasonable assurance about w hether the financial statem ents are free of 
m aterial m isstatem ent. A n audit includes exam ining, on a test basis, evidence supporting the 
am ounts and disclosures in the financial statem ents. An audit also includes assessing the 
accounting principles used and significant estim ates m ade by m anagem ent, as w ell as evaluating 
the overall financial statem ent presentation. W e believe that our audit provides a reasonable basis 
for our opinion. 

In our opinion, the general purpose financial statem ents referred to above present fairly, in all 
m aterial respects, the financial position of W aterw orks District No. 2, Lincoln Parish, Louisiana, 
as of June 30, 1999, and the results of its operations and the cash flow s of its proprietary fund 
type for the year then ended in conform ity w ith generally accepted accounting principles. 

In accordance w ith G overnm ent A uditing_ SLand _a.[ds, w e have also issued our report dated 
Novem ber 5, 1999, on our consideration of the District's internal control over financial reporting, 
and our tests of its com pliance w ith certain provisions of law s, regulations and contracts. 

Our audit w as perform ed for the purpose of form ing an opinion on the general purpose financial 
statem ents of W aterw orks District No. 2 taken as a w hole. The accom panying financial inform ation 
listed as supplem entary inform ation in the table of contents is presented for purposes of additional 

analysis and is not a required part of the financial statements. Such information has been subjected 
to the auditing procedures applied in the audit of the general purpose financial statem ents and, in our 
opinion, is fairly stated, in all m aterial respects, in relation to the general purpose financial statem ents 
taken as a w hole. 

Evers & A ssociates. P.L.L.C . 

Novem ber 5. 1999 

M EM BERS AM ERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 



ASSETS 

W ATERW O RKS DISTRICT NO . 2 

LINCO LN PA RISH, LOUISIANA 
ENTERPRISE FUND 
Balance Sheets 

June 30, 1999 and 1998 

CURRENT ASSETS 
Cash 
Certificate of deposit - w ater system  revenue fund 

Accounts receivable 
Unbilled revenue 

Total Current Assets 

RESTRICTED ASSETS 
Certificate of deposit - custom er m eter deposits 
Certificate of deposit - capital expenditures 

Total Restricted A ssets 

FIXED ASSETS 
Plant and equipm ent, at cost, 

net of accum ulated depreciation 

TOTAL ASSETS 

LIA BILITIES A ND FUND EQ UITY 

CURRENT LIA BILITIES 
Accrued w ater purchases 

PAYABLE FROM  RESTRICTED ASSETS 
Custom er m eter deposits 

Total Liabilities 

FUND EQUITY 

Contributed Capital 
W ater system  bond proceeds 
Subdivider 

Total Contributed Capital 

Retained Earnings 
Reserved for capital expenditures 
Unreserved 

Total Retained Earnings 

Total Fund Equity 

TOTAL LIABII_ITIES AND FUND EQUITY 

1999 1998 

122.649 

4,800 
5,723 

10.523 

30,715 

10,673 
102,000 

7,274 
1.020 

120.967 

4,800 
5,463 

10,263 

29.005 

163.887 $ 160,235 

2,490 $ 

4.705 

7.195 

39,500 
8,164 

47.664 

5,723 
103.305 

109.028 

156,692 

3.615 

4.245 

7.860 

39,500 
8.164 

47.664 

5,463 
99.248 

104,711 

152,375 

163,887 $ 160,235 

The accom panying notes are an integral part of these financial statem ents 
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W ATERW ORKS DISTRICT NO. 2 
LINCO LN PA RISH, LOUISIANA 

ENTERPRISE FUND 
Statem ents of Revenue, Expenses and Changes in Retained Earnings 

For the Years Ended June 30, 1999 and 1996 

OPERATING REVENUES 

Charges for Services 
W ater revenue 
Penalties 
Tapping fees 

Total O perating Revenues 

Cost of Sales 
W ater purchased 

Gross Profit 

OPERATING EXPENSES 

W ater Departm ent Expenses 
Depreciation 
Electricity 
Repairs and m aintenance 

Total 

General & Adm inistrative Expenses 
A ccounting and audit 
Bad debts 
Insurance and bonds 
Legal 
M iscellaneous 
Office supplies 
Postage 
Salary 
Sales tax 
Taxes on payroll 
Telephone 
Travel 

Total 

Total Operating Expenses 

Operating Incom e (Loss) 

OTHER INCOM E (EXPENSE) 

Interest incom e 

Net Incom e 

Retained Earnings - Beginning of year 

Retained Earnings - End of year 

1999 1998 

53,300 $ 
1,006 
4,051 

58.357 

35.725 

22,632 

2,557 
109 

1.473 

4.139 

5,425 
101 

2,634 
0 

195 
1,007 
665 

7,200 
514 
551 
756 
796 

19,844 

23.983 

51,437 
1,094 
579 

53,110 

33,039 

20,071 

2,675 
129 

2,989 

5.793 

5 

7 

375 
307 
922 
450 
458 
329 
466 
100 
601 
543 
531 
690 

18.772 

24.565 

1,351 ) (4,494 

5,668 5,921 

4,317 

104,711 

1,427 

103,284 

109,028 $ 104.711 

The accom panying notes are an integral part of these financial statem ents 
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W ATERW ORKS DISTRICT NO. 2 
LINCO LN PA RISH, LO UISIA NA 

ENTERPRISE FUND 
Statem ents of Cash Flow s 

For the Years Ended June 30, 1 999 and 1998 

CASH FLOW S FROM OPERATING ACTIVITIES 
Net Incom e 

Adjustments to Reconcile Net Income to 
Net Cash Provided by Operating Activities 

Depreciation 
(Increase)Decrease in accounts receivable 
(Increase)Decrease in unbilled revenue 
Increase(Decrease) in accrued w ater purchases 

Net cash provided by operating activities 

CASH FLOW S FROM NON-CAPITAL FINANCING 
ACTIVITIES 

Increase(Decrease) in custom er m eter deposits 

Net cash provided (used) by non-capital financing activities 

CASH FLOW S FROM CAPITAL AND RELATED FINANCING 
ACTIVITIES 

Capital expenditures 

Net cash (used) by capital and related financing activities 

CASH FLOW S FROM  INVESTING ACTIVITIES 

(Increase) in certificates of deposit 

Net Cash (Used) by Investing Activities 

Net Increase in Cash 

Cash at Beginning of Year 

Cash at End of Year 

1999 1998 

4,317 $ 1,427 

2,557 
456 
230 

1,125 

6,435 

460 

460 

4,267 

(4,267) 

260 

2 
2 
675 
287) 
315) 
585 

3.085 

(235) 

235) 

0 

O 

261 

260) (261 

2,368 

10,673 

2,589 

8,084 

13,041 $ 10,673 



W ATERW ORKS DISTRICT NO . 2 
LINCO LN PA RISH, LO UISIA NA 
Notes to Financial Statem ents 
June 30, 1999 and 1998 

NOTE 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

W aterw orks District No. 2, (the "District") pursuant to Louisiana revised Statute 
33:3811, w as created by Ordinance 300, dated July 13, 1965, adopted by the Lincoln 
Parish Police Jury. The District, w hich serves com m ercial and residential custom ers in 
and around Vienna, Louisiana, w as com pleted and becam e revenue producing during the 
m onth of M ay, 1966. 

The accom panying general purpose and individual fund financial statem ents of the 
District have been prepared in conform ity w ith generally accepted accounting principles 
(GAAP) as applied to governm ent units, except as noted elsew here in this report. The 
Governm ental Accounting Standards Board (GASB) is the accepted standard-setting 
body for establishing governm ental accounting and financial reporting principles. 

The District's accounting and reporting procedures also conform to the requirem ents of 
Louisiana Revised Statutes 24',514 and to the guides set forth in the Louisiana 
Governm ental Audit Guide and to the industry audit guide, Audits of State and Loca 
Governm ental Units. 

The m ore significant of the District's accounting policies are described below  

Financial Reporting Entity - As the governing authority of the parish, for reporting 
purposes, the Lincoln Parish Police Jury is the financial reporting entity for Lincoln Parish. 
The financial reporting entity consists of (a) the prim ary governm ent (police jury), (b) 
organizations for w hich the prim ary governm ent is financially accountable, and (c) other 
organizations for w hich the nature and significance of their relationship w ith the prim ary 
governm ent are such that exclusion w ould cause the reporting entity's financial 
statem ents to be m isleading or incom plete. 

Governm ental A ccounting Standards Board Statem ent No. 14 established criteria for 
determ ining w hich com ponent units should be considered part of the Lincoln Parish 
Police Jury for financial reporting purposes. The basic criterion for including a potential 
com ponent unit w ithin the reporting entity is financial accountability. This criteria 
includes: 

1. Appointing a voting majority of an organization's governing body, and 

a. The ability of the police jury to impose its will on that organization and/or 

b. The potential for the organization to provide specific financial benefits to or 

impose specific financial burdens on the police jury. 

2. Organizations for which the police jury does not appoint a voting majority but are 
fiscally dependent on the police jury. 



W ATERW O RKS DISTRICT NO . 2 
LINCO LN PA RISH , LO UISIA NA 
Notes to Financial Statem ents 

June 30, 1999 and 1998 

NOTE 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (continued 

3. Organizations for w hich the reporting 
m isleading if data of the organization is 
significance of the relationship. 

entity financial statem ents w ould be 
not included because of the nature or 

Lincoln Parish Police Jury Ordinance 300, dated July 13, 1965, created W aterw orks 
District No. 2, set forth and defined its boundaries, designated its nam e and num ber, 
designated its dom icile, its pow ers and its com m issioners, designated the m inim um 
num ber of m eetings of the com m issioners and their com pensation, set forth the 
qualifications of the com m issioners, designated the m axim um am ount of salary w hich 
m ay be paid the secretary of the board of com m issioners, and designated the officers 
to be elected by the board of com m issioners. 

Because of the above criteria, the district w as determ ined to be a com ponent unit of the 
Lincoln Parish Police Jury, the financial reporting entity. The accom panying financial 
statem ents present inform ation only on the flznds m aintained by the district and do not 

present information on the police jury, the general government services provided by that 
governm ental unit, or the other governm ental units that com prise the financial 
reporting entity. 

Fund Accountin~ - The W aterw orks District uses funds to report on its financial position 
and the results of its operations. Fund accounting is designed to dem onstrate legal 
com pliance and to aid financial m anagem ent by segregating transactions related to 
certain governm ent functions or activities. A fund is a separate accounting entity w ith 
a self-balancing set of accounts. 

The W aterw orks District No. 2 Enterprise Fund is classified in tile follow ing category and 
fund type. 

Pr_o~rje_t_a[y_Eun_d 

Enterprise Fund 

The Enterprise Fund is used to account for operations that are financed and 
operated in a m anner sim ilar to a private business enterprise w here the intent of the 

governing body is that the costs (expenses, including depreciation) of providing 
goods or services to the general public on a continuing basis be financed or 
recovered prim arily through user charges. 



W ATERW ORKS DISTRICT NO. 2 
LINCOLN PA RISH, LO UISIA NA 
Notes to Financial Statem ents 
June 30, 1999 and 1998 

NOTE 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (continued 

Property, Plant and Equipm ent - Public dom ain (infrastructure) 
w aterline distribution system are capitalized along w ith other 

included on the proprietary fund's balance sheet. 

assets including the 
fixed assets and are 

Depreciation of all exhaustible fixed assets used by proprietary funds is charged as an 
expense against their operations. Depreciation has been provided over the estim ated 
service lives using the straight-line m ethod. The estim ated service lives are as follow s: 

Office Equipm ent 

Storage Building 

W aterline Distribution 

5 - 10 Years 

20 Years 

20 - 50 Years 

Depreciation on the proprietary fund am ounted to $2,557 and $2,6"75 for the years 
ended June 30, 1999 and 1998, respectively. 

All property, plant and equipm ent are recorded at historical cost w ith the exception of 
donated property, plant and equipm ent w hich are recorded at their estim ated fair value 
of $9,164 on the date donated. 

Basis of AccountinQg - The accounting and financia 
is determ ined by its m easurem ent focus. 

reporting treatm ent applied to a fund 

The Enterprise Fund is accounted for on a flow  of econom ic resources m easurem ent 
focus and a determ ination of net incom e and capital m aintenance. W ith this 
m easurem ent focus, all assets and all liabilities associated w ith the operation of this fund 
are included on the balance sheet. The Enterprise Fund uses the accrual basis of 
accounting. Revenues are recognized w hen earned and expenses are recognized at the 
tim e liabilities are incurred. 

BudQets and Budcletarv Accountina - I eQal Com pliance - W aterw orks District No. 2 is 
not legally required to adopt a budget and has not done so. Encum brance accounting 
is not used. 

Cash and Cash Equivalents - For the purposes of the Statem ent of Cash Flow s, cash 
includes am ounts in dem and deposits and interest bearing dem and deposits, as w ell as 
short-term Certificates of Deposit w ith a m aturity date w ithin three m onths of the date 
acquired by the District. Certificates of deposit and other securities w ith original 
m aturities over three m onths are classified as short-term investm ents and stated at cost, 
w hich approxim ates m arket value. 



W A TERW O RKS DISTRICT N O . 2 
LINCO LN PA RISH, LO UISIA NA 
Notes to Financial Statem ents 
June 30, 1999 and 1998 

NOTE 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Investm ents - The District is authorized to m ake direct investm ents in United States 
governm ent bonds, treasury notes, treasury bills or certificates, or tim es certificates of 
deposit of state banks organized under the law s of Louisiana and national banks having 
their principal office in the State of Louisiana. 

Fund Equity - Reserves are recorded to indicate that a portion of the fund balance is 
legally segregated for a specific future use. The Reserved account, "for Capital 
Expenditures"is used to segregate a portion of fund balance for capital expenditures. 

Estim ates - The preparation of financial statem ents in conform ity w ith generally 
accepted accounting principles requires m anagem ent to m ake estim ates and 
assum ptions that affect certain reported am ounts and disclosures. 

NOTE 2 - RESTRICTED A SSETS - PRO PRIETA RY FUND TYPE 

NOTE 3 - 

Certain assets of the District have been restricted for custom er m eter deposits and 
capital expenditures. These assets consist of short-term investm ents as follow s: 

Certificates of DeDos 

Custom er M eter Deposits 

Capital Expenditures 

CA SH O N DEPO SIT 

$ 

$ 

1999 1998 

4,800 $ 4,800 

5,723 $ 5,463 

Cash and certificates of deposit are stated at cost, w hich approxim ates m arket value. 
Under state law , these deposits (or the resulting bank balances) m ust be secured by 
federal deposit insurance or the pledge of securities ow ned by the fiscal agent bank. 
The m arket value of the pledged securities plus the federal deposit insurance m ust at all 
tim es equal the am ount on deposit w ith the fiscal agent. These securities are held in the 
nam e of the pledging fiscal agent bank in a holding or custodial bank that is m utually 
acceptable to both parties. At June 30, 1999, the District had $130,656 in deposits 
(collected bank balances) w hich w ere adequately secured from risk by federal deposit 
insurance and pledged securities held by the custodial bank in the nam e of W aterw orks 
District No. 2. 

NOTE 4 - RECEIVA BLES 

All accounts receivable are considered by m anagem ent to be fully collectible and no 
allow ances for doubtful accounts is considered necessary. 



W ATERW O RKS D ISTRICT NO . 2 
LINCO LN PA RISH, LO UISIA NA 
Notes to Financial Statem ents 
June 30, 1999 and 1998 

NOTE 5 - SEGM ENT INFORM ATION - ENTERPRISE FUND 

The W aterw orks District m aintains an enterprise fund w hich is intended to be self- 
supporting through user fees charged for w ater service to the public. Financial segm ent 
inform ation as of and for the years ended June 30, 1999 and 1998, is presented below . 

Property and equipm ent additions 
Operating revenues 
Depreciation 
Operating loss 
Net incom e 
Net w orking capital 
Total assets 
Total Equity 

1999 1998 

(4,267) $ 
58,357 
2,557 

(1,351) 
4,317 

120,159 
163,887 
156.692 

NOTE 6 - PROPERTY, PLANT AND EQ UIPM ENT - PROPRIETA RY FUND 

0 
53,110 
2,675 
(4,494 
1,427 

117,352 
160,235 
152,375 

A sum m ary of proprietary fund type property, plant and equipm ent at June 30, is as 
follow s: 

1999 1998 

Office Equipm ent 
Buildings 
W ater Distribution System  
Land 

Totals 

Accum ulated Depreciation 

Net 

NOTE 7 - CONTRIBUTED CAPITAl_ - PROPRIETARY FUND 

3,877 
3,870 

82,726 
800 

91,273 

60,558 

3,877 
3,870 

78,460 
800 

87,007 

58,002) 

30.715 $ 29.OO5 

Contributed capital at June 30, 1999 and 1998, consisted of 

12-1-65 Public Im provem ent Bond proceeds used 
for construction of capital assets 

Contribution from  subdivider - w ater w ell and 
distribution lines 

Tota 

NOTE 8 - CO NCENTRATIO NS O F CREDIT RISK 

39,500 

8.164 

47,664 

The District grants credit w ithout collateral in excess of custom ers' deposits. 

Custom ers are local area residents and com m ercial entities w ithin the W aterw orks's 
district. 



W ATERW ORKS DISTRICT NO . 2 
LINCO LN PA RISH, LO U ISIA NA 
Notes to Financial Statem ents 
June 30, 1999 and 1998 

NOTE 9 - W ATER REVENUE 

A sum m ary of w ater sales to m etered custom ers for the last tw o years is presented 
below : 

1999 1998 

Sales to Custom ers 
Num ber of Custom ers at June 30 

53,300 $ 
188 

nform ation regarding gallons of w ater sold and purchased is as follow s 

Description 
Gallons Sold 
Gallons Purchased 

51,437 
175 

1999 1998 
24,580,120 
32,005,424 

Gallons Purchased in Excess of Sales (7,425,304 

23,869,700 
28,397,072 

(4,527,372) 

The above discrepancies are consistent w ith prior years and the cause has not been 
determ ined. 

NOTE 10 - W ATER CO NTRACTS 

W aterw orks District No. 2 purchases its w ater from  the City of Ruston. Purchases of 
w ater by W aterw orks District No. 2 w ere $36,850 and $33,039 for the years ended 
June 30, 1999 and 1998, respectively. 

On April 29, 1997, tile W aterw orks Board of Com m issioners adopted a resolution to 
approve a new contract w ith the City of Ruston, subject to approval by the Ruston 
Board of Alderm an, to supply w ater as presented below . 

The unit price per 100 cubic feet will be based and adjusted annually if appropriate on 
the city's audited operating cost per 100 cubic feet sold x 10% plus capacity charge. 
Initial and m inim um price per 100 cubic feet is 0.825. The W aterw orks District No. 2 
w ill reim burse the City for a m aster w ater m eter, purchase and install a back-flow  
prevention device and a Departm ent of Health and Hospitals approved sam ple station 

The agreem ent is for five years w ith an option to renew  for additional five-year term s. 
The City m ay term inate the agreem ent at any tim e w ith a provision to supply w ater for 
a period of tw elve m onths from notice. The contract w as adopted by the Board of 
A lderm an of the City of Ruston, and the contract w as executed on Septem ber 30, 
1997. 

New  billing rates effective for the billing period ended Novem ber 25, 1997, w ere as 
follow s: 

Base Rate (first 2,000 gallons 
2,001 to 5,000 gallons 
5,001 to 10,000 gallons 
Over 10,000 gallons 

10 

$ 9.50 per m onth 
2.10 per 1,O00 gallons 
1.70 per 1,000 gallons 
1.30 per 1,000 gallons 



W ATERW O RKS DISTRICT NO . 2 
LINCO LN PA RISH, LO UISIA NA 
Notes to Financial Statem ents 
June 30, 1999 and 1998 

NOTE 11 - CO NTING ENT LIA BILITIES 

At June 30, 1999, there w as no pending or contem plated litigation involving 
W aterw orks District No. 2 w hich m ight involve contingent liabilities. 

NOTE 12 - CO M PENSATED A BSENCES 

No accrual w as m ade as prescribed in FASB 43 for em ployees com pensation for future 
absences (vacation pay) since these rights do not vest or accum ulate. 

NOTE 13 - COM M ISSIONERS COM PENSATION 

No com pensation w as paid to any m em ber of the Board of Com m issioners during the 
year ended June 30, 1999. Board m em bers w ho served during the current fiscal year 
are listed below . 

Com m issioner 
W alter Carpenter, Jr., President 
W ayne Herren, Secretary/Treasurer 
W illiam R. Graham 
Jam es T. Ham m ond 
Kenneth W . Henry 
Darryl Johnson 
Elaine Levy 
Joseph R. Thom as, Jr. 
Douglas W illis 

Com pensation 
None 
None 
None 
None 
None 
None 
None 
None 
None 
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ENTERPRISE FUND 

Cornm unitv Trust Bank 

W ATERW ORKS DISTRICT NO . 2 
LINCO LN PA RISH, LO UISIA NA 
Supplem entary Inform ation 
Schedule of Investm ents 

Juno 30, 1999 

nterest 

Rate 
Issue 
Date 

M aturity 
Date 

Book 
Value 

Certificate of Deposit - W ater System 5.10% 10/13/98 10/13/99 $ 102,000 
Revenue Fund 

Bank One 

Certificate of Deposit - Capital 4.55% 6/30/99 6/30/00 5,723 
Expenditures 

Security First National Bank 

Certificates of Deposits - Custom er 4.90%  3/31/99 3/31/00 4,800 
M eter Deposits 

Total Enterprise Fund 

13 

$ 112,523 
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Independent A uditor's Report 
O n C om pliance A nd O n Internal C ontrol O ver 
Financial Reporting Based O n A n A udit O f 

Financial Statem ents Perform ed In A ccordance W ith 
G overnm ent A uditing Standards 

To the Board of Com m issioners 
W aterw orks D istrict N o. 2 
Lincoln Parish, Louisiana 

W e have audited the general purpose financial statem ents of W aterw orks D istrict No. 
2, Lincoln Parish, Louisiana, as of and for the year ended June 30, 1999, and have 
issued our report thereon dated Novem ber 5, 1999. W e conducted our audit in 
accordance w ith generally accepted auditing standards and the standards applicable 
to financial audits contai 
C om ptroller G eneral of the 

Com pliance 

ned in G overnm ent A uditino Standards 
U nited States 

ssued by the 

A s part of obtaining reasonable assurance about w hether W aterw orks D istrict N o. 2's 
general purpose financial statem ents are free of m aterial m isstatem ent, w e perforFned 
tests of its com pliance w ith certain provisions of law s, regulations and contracts, 
noncom pliance w ith w hich could have a direct and m aterial effect on the determ ination 
of financial statem ent am ounts. H ow ever, providing an opinion on com pliance w ith 
those provisions w as not an objective of our audit and accordingly, w e do not express 
such an opinion. The results of our tests disclosed no instances of noncom pliance 
that are required to be reported under G overnm ent A uditing Standards. How ever, w e 
noted an im m aterial instance of noncom pliance, w hicb w e have reported to 
m anagem ent of W aterw orks D istrict N o. 2 in a separate letter dated N ovem ber 5, 
1999. 

nternal C ontrol O ver Financial ReDortino 

In planning and perform ing our audit, w e considered W aterw orks D istrict 
internal control over financial reporting in order to determ ine our auditing 
for the purpose of expressing m y opinion on the general purpose financial 
and not to provide assurance on the internal control over financial report 
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To the Board of Com m issioners 
W aterw orks D istrict N o. 2 
Lincoln Parish. Louisiana 

H ow ever, w e noted certain m atters involving the internal control over financial 
reporting and its operation that w e consider to be a reportable condition. Reportable 
conditions involve m atters com ing to our attention relating to significant deficiencies 
in the design or operation of the internal control over financial reporting that, in our 
judgm ent, could adversely affect W aterw orks District No.2's ability to record, process, 
sum m arize and report financial data consistent w ith the assertions of m anagem ent in 
the financial statem ents. A single reportable condition is described below . 

A m aterial w eakness is a condition in w hich the design or operation of one or m ore of 
the internal control com ponents does not reduce to a relatively low  level the risk that 
m isstatem ents in am ounts that w ould be m aterial in relation to the general purpose 
financial statem ents being audited m ay occur and not be detected w ithin a tim ely 
period by em ployees in the norm al course of perform ing their assigned functions. O ur 
consideration of the internal control over financial reporting w ould not necessarily 
disclose all m atters in the internal control that m ight be reportable conditions and, 
accordingly, w ould not necessarily disclose all reportable conditions that are also 
considered to be m aterial w eaknesses. How ever, w e consider the reportable condition 
described below  to be a m aterial w eakness. 

Finding 

Reportable C ondition 

A n adequate internal control structure requires proper segregation of duties. 

W aterw orks District No. 2 does not have a sufficient num ber of em ployees to ~rovide 
for proper segregation of duties due to econom ic lim itations. 

Rec om  m e nd_at_ .[o_n 

Because the condition is inherent, no action is recom m ended 

M ananem ent ResPonse 

M anagem ent concurs in the finding 

Status of orior findinn~ 

There w ere no other prior findings 

This report i 
m anagem ent, 
H ow ever, this 

s intended 
the Lincoln 

for the 
Parish Pc 

Evers & A ssociates, P.L.L.C 
N ovem ber 5, 1999 

tter of 

inform ation of the Board of Com m issioners 
lice Jury, and State and Federal audit agencies 
public record and its distribution is not lim ited . 
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P. NATHAN EVERS, C.P.A. 
AM Y L. STEW ART, C.P.A . 
CHRISTOPHER J. BARR. C.P.A., C.M .A 

Novem ber 5, 1999 

EVERS & A SSOCIATES, P.L.L.C 
CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Com m issioners 
W aterw orks District No. 2 
Lincoln Parish, Louisiana 

Re: M anagem ent Letter 

200 NORTH JEFFERSON, SUITE 200 
EL DORADO , ARKANSAS 71730 
OFFICE (870) 862-3911 
FAX (870) 862-8237 

41 2 W EST ALABAM A 
RUSTON, LOUISIANA 71270 
OFFICE (318) 251 9222 
FAX (318) 251-9331 

W e have audited tile financial statem ents of W aterw orks District No. 2 (tile "District") 
as of and for the year ended June 30, 1999, and have issued our report thereon dated 
Novem ber 5, 1999. W e conducted our audit in accordance w ith generally accepted 
auditing standards and the standards applicable to financial audits contained in 
Governm ent A uditing Standards, issued by the Com ptroller G eneral of the United 
States. 

A s a part of our exam ination, w e have issued our report on the financial statem ents 
dated Novem ber 5, 1999, and our report on inlernal control and com pliance w ith law s 
regulations, and contracts, dated Novem ber 5, 1999. 

During the course of our exam ination, w e becam e aw are of the follow ing m atter w hich 
represents an im m aterial deviation of com pliance and suggestion for im proved internal 
control. 

_ _l_V]_o nit_orjng_ _o f pLed ged.Se~urities 

O bservation - Under state law , the bank balance of deposits m ust be secured 
by federal deposit insurance or the pledge of securities ow ned by the fiscal 
agent bank. The m arket value of pledged securities plus the federal deposit 
insurance m ust at all tim es equal the am ount on deposit w ith the fiscal agent 
bank. D uring the fiscal year, tile prim ary financial institution used by the 
District w as changed from  lberia Bank to Com m unity Trust Bank. This resulted 
in deposits in excess of $100,000 (the m axim um insured by the Federal Deposit 
insurance Corporation) at Com m unity Trust Bank, w hich w ere not covered by 
pledged securities until several m onths after the accounts w ere established. 
The situation w as rectified prior to the end of the fiscal year. 
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The Board of Com m issioners 
Page 2 

Recom m endation - The Dist[ict should institute procedures to m onitor the 
am ount of securities pledged by any financial institution w hich holds deposits 
in excess of $100,000. Alternatively, the District could consider a policy to 
lim it the am ounts on deposit at any one financial institution to less than 
$100,000 at any point in tim e. 

M anagem ent's Corrective A ction Plan - The District w ill adopt a policy requiring 
the president of the Board of Com m issioners, or his appointed designee, to 
obtain a schedule of pledged securities from  financial institutions w hich hold 
deposits in excess of $100,000. This schedule w ill be obtained and review ed 
on a quarterly basis or m ore frequently if the need arises, 

W e w ould be pleased to discuss these com m ents and suggestions w ith you in further 
detail at your convenience or to assist you )n im plem enting the recom m endations )f 
you so desire. 

Sincerely 

Evers & A ssociates, P.L.L.C 


