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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinions. Reasonable assurance is a high level of assurance but is not
absclute assurance and therefore is not a guarantee that an audit conducted in accordance with
GAAS and Government Auditing Standards will always detect a material misstatement when it
exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if
there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgement made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

s Exercise professional judgment and maintain professional skepticism throughout the audit.

» Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the District's internal control. Accordingly. no such opinion
is expressed.

 Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

» Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the District's ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principals generally accepted in the United States of America require that
management's discussion and analysis be presented to supplement the basic financial
statements. Such information is the responsibility of management and, although not part of the
basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements
in an apprepriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’'s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Management’s Discussion and Analysis

The Management's Discussion and Analysis of St. Tammany Parish Water District No. 2's ({the
District) financial performance presents a narrative overview and analysis of the District's financial
activities for the year ended December 31, 2024. This document focuses on the current year's
activities, resulting changes, and currently known facts in comparison with the prior year's
information. Please read this document in conjunction with the additional information contained
in the financial statements.

Financial Highlights

The District's assets exceeded its liabilities at the close of fiscal year 2024 by $2,452,729 which
represents a 10.5% increase from last fiscal year. Of this amount, $1,255,889 (unrestricted net
position) may be used to meet the District’'s ongoing obligations to its users.

The District’'s operating revenue decreased by $20,609 (or 2%). Operating expenses increased
by $10,855 (or 1%). As a result. the District had net operating income of $55,990 for 2024
as compared to net operating income of $87,454 for 2023.

Overview of the Financial Statements
These financial statements consist of two sections: Management's Discussion and Analysis
(this section) and the basic financial statements (including the notes to the financial statements).

Basic Financial Statements

The basic financial statements present information for the District as a whole, in a format designed
to make the statements easier for the reader to understand. The statements in this section include
the statements of net position; the statements of revenues and expenses; the statements of
changes in net position; and the statements of cash flows.

The statements of net position present the current and long-term portions of assets and liabilities
separately. The difference between total assets and total liabilities is net position and may provide
a useful indicator of whether the financial position of the District is improving or deteriorating.

The statements of revenues and expenses and the statements of changes in net position present
information showing how the District's net position changed as a result of current year operations.
Regardless of when cash is affected. all changes in net position are reported when the underlying
transactions occur. As a result, there are transactions included that will not affect cash until future
fiscal periods.

The statements of cash flows present information showing how the District's cash changed as a
result of current year operations. The statements of cash flows are prepared using the direct
method and include the reconciliation of operating income to net cash provided by operating
activities (indirect method) as required by Governmental Accounting Standards Board (GASB) 34.




ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Management’s Discussion and Analysis

Financial Analysis of the District

Summary Statements of Net Position

2024 2023
Current and Restricted Assets $ 1,627,567 $ 1.410,802
Capital Assets. Net 1,736,801 1.810.677
Other Assets 51,637 66,373
Total Assets 3,416,005 3,287.852
Current and Other Liabilities 287,720 282,416
Long-Term Debt Outstanding 675,556 786.436
Total Liabilities 963,276 1,068,852
Net Position
Net Investment in Capital Assets 1,001,801 980,677
Restricted 195,039 192,609
Unrestricted 4,255,889 1.045.714
Total Net Position $ 2452729 $ 2219000

Restricted net position represents those assets that are not available for spending as a result
of bond agreements. Conversely, unrestricted net position represents those assets that do not
have any limitations on their use.

The District's net position increased by $233,729 from December 31, 2023 to December 31, 2024,

Summary Statements of Revenues and Expenses

2024 2023
Operating Revenue $ 1,027,278 $ 1.047.887
Operating Expenses 971,288 960,433
Net Operating Income 55,990 87.454
Non-Operating Revenue, Net 177,739 114,369
Change in Net Position $ 233729 $ 201823




ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Management’s Discussion and Analysis

Capital Assets and Debt Administration

Capital Assets

As of December 31, 2024, the District had $1,736,801, net of accumulated depreciation, invested
in a broad range of capital assets, including land, rights of way, plant and distribution system. and
furniture and equipment. (See tahle below.) This amount represents a net decrease {including
additions and deductions) of $73,876 or 4%. over last year. This decrease was due to current
year purchases, current year depreciation, and changes in depreciable lives for certain assets.

2024 2023
Land $ 88,379 3 88,379
Plant and Equipment 3,385,412 3,349,688
Less: Accumulated Depreciation {1,736,990) {1,627,390)
Total Capital Assets $ 1,736,801 $ 1810677

Debt
The District had $735,000 in bonds outstanding at December 31, 2024, compared to $830,000
last year. A summary of this debt is shown in the table below:

2024 2023
Public improvement Bonds $ 735,000 $ 830,000
Total Debt $ 735000 $ 830,000

Contacting the District’s Management

This financial report is designed to provide our citizens, taxpayers, customers, and creditors
with a general overview of the District's finances and to show the District's accountability
for the money it receives. If you have questions about this report or need additional
financial information, contact Julie Williams, Assistant General Manager, 19432 Hwy. 36, Suite A,
Covington, Louisiana 70433.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Net Position

December 31, 2024 and 2023

2024 2023
Assets
Current Assets
Cash and Cash Equivalents $ 185,977 $ 225,833
Ad Valorem Taxes Receivable. Net of Allowance
of $3.774 for 2024 and $2,409 for 2023 175,251 110,125
Utility Customer Receivables, Net of Allowance
of $69,898 for 2024 and $66,198 for 2023 52,985 48,978
Inventory 72,832 66.399
Total Current Assets 487,145 451,335
Designated and Restricted Assets
Cash and Cash Equivalents, Designated 722,555 545 657
Cash and Cash Equivalents, Restricted 417,867 413,810
Total Designated and Restricted Assets 1,140,422 959 467
Capital Assets
Plant and Equipment at Cost, Net 1,648,422 1,722,298
Land 88,379 88.379
Total Capital Assets 1,736,801 1.810677
Other Assets
Right-to-Use Asset - Operating Lease, Net 51,437 66,173
Utility Deposits 200 200
Total Other Assets 51,637 66,373
Total Assets 3,416,005 3,287,852

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



ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Net Position {Continued)
December 31, 2024 and 2023

2024 2023
Liabilities
Current Liabilities (Payable from
Unrestricted Assets)
Accounts Payable 44,498 39,462
Accrued Expenses 4,513 7.016
Lease Obligation, Current Portion 15,881 14,737
Total Current Liabilities {Payable from
Unrestricted Assets) 64,892 61,215
Current Liabilities {(Payable from
Restricted Assets)
Accrued Interest on Bonds 5,660 6,312
Meter Deposits 122,168 119,889
Current Maturities of Bonds Payable 95,000 95,000
Total Current Liabilities {Payable from
Restricted Assets) 222,828 221,201
Long-Term Liabilities
Lease Obligation, Less Current portion 35,556 51,436
Public Improvement Bonds Payable, Less Current Portion 640,000 735,000
Total Long-Term Liabilities 675 556 786,436
Total Liabilities 963,276 1,068,852
Net Position
Net investment in Capital Assets 1,001,801 980,677
Restricted 185,038 182,609
Unrestricted 1,255,889 1,045,714
Total Net Position $ 2452728 $ 2219000

The accompanying notes are an integral part of these financial statements.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Revenues and Expenses

For the Years Ended December 31, 2024 and 2023

2024 2023
Operating Revenue
Water Revenue $ 927672 $ 968,155
Tap and Connect Fees 62,242 72,580
Other Revenue 37,364 9.152
Total Operating Revenue 1,027,278 1,047 .887
Operating Expenses
Salaries 366,330 374,853
Depreciation 136,739 124,856
Employee Benefits 114,379 117,196
Repairs and Maintenance 52,752 40,634
Legal and Professional 49,115 48,254
Insurance 47,208 39,819
QOperating Supplies 42,493 37,785
Utilities and Telephone 39,048 39,982
Other 29,796 34,537
Payroll Taxes 27,951 28,525
Lease Expense, Amortization 14,766 13.675
Truck Expenses 12,082 11,918
Director Fees 12,080 12,560
Postage and Office Supplies 9,581 B.411
Parish Assessment Expense 6,803 6,783
Lease Expense, Interest 4.464 5,525
Bad Debt Expense 3,700 12,710
Uniforms 1,258 1.222
Travel, Conferences, and Conventions 743 1,188
Total Operating Expenses 971,288 960,433
Net Operating Income 55,990 87,454
Non-Operating Revenue (Expense)
Ad Valorem Taxes 186,395 119,992
Impact Fees 6,000 11,400
interest Income 2,649 2,185
interest Expense {17,305) {19,208)
Total Non-Operating Revenue, Net 177,739 114,369
Changes in Net Position $ 233729 $ 201823

The accompanying notes are an integral part of these financial statements.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Changes in Net Position
For the Years Ended December 31, 2024 and 2023

2024 2023
Net Position, Beginning of Year $ 2,219,000 $ 2017177
Changes in Net Position 233,729 201,823
Net Position, End of Year $ 2,452,729 $ 2219000

The accompanying notes are an integral part of these financial statements.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Cash Flows

For the Years Ended December 31, 2024 and 2023

2024 2023
Cash Flows from Operating Activities
Receipts from Customers $ 1,023,272 $ 1,071,729
Payments to Suppliers {355,337) {460,415)
Payments to Employees and Payroll Taxing Agencies {483,212) {507.,745)
Net Cash Provided by Operating Activities 184,723 103,569
Cash Flows from Non-Capital Financing Activities
Net Receipts from Meter Deposits 2,279 3,526
Net Cash Provided by Non-Capital Financing Activities 2,279 3,526
Cash Flows from Capital Financing Activities
Principal Paid on Bonds {95,000) {85,000)
Interest Paid on Bonds (17,958) {19,753)
Proceeds from Ad Valorem Taxes 121,269 123,318
Proceeds from Impact Fees 6,000 11,400
Purchase of Capital Assets, Net (62,863) {432,586)
Net Cash Used in Capital Financing Activities (48,552) {402,621)
Cash Flows from Investing Activities
Interest Received on Investments 2,647 2,183
Net Cash Provided by Investing Activities 2,647 2,183
Net Increase (Decrease) in Cash and Cash Equivalents 141,097 {293,343)
Cash and Cash Equivalents, Beginning of Year 1,185,300 1,478,643
Cash and Cash Equivalents, End of Year $ 1,326,397 $ 1.185300
Unrestricted Cash and Cash Equivalents $ 185,977 $ 225833
Restricted Cash and Cash Equivalents 1,140,422 959 467
Total Cash and Cash Equivalents $ 1326,399 $ 1.185.300

The accompanying notes are an integral part of these financial statements.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Statements of Cash Flows (Continued)

For the Years Ended December 31, 2024 and 2023

2024 2023
Reconciliation of Net Operating Income to Net
Cash Provided by Operating Activities
Net Operating Income $ 55990 $ 87454
Adjustments to Reconcile Net Operating Income
to Net Cash Provided by Operating Activities
Bad Debt Expense 3,700 12,710
Depreciation 136,739 124,856
Loss on Disposal - 6,586
{Increase) Decrease in Utility Customer Receivables {7,707) 11,132
{Increase} in Inventory {6,533) (14,440)
Increase (Decrease) in Accounts Payable 5,036 (109,033)
(Decrease) in Accrued Expenses {2,502) (15,696)
Net Cash Provided by Operating Activities $ 184,723 $ 103,569

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

14



ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies

The accounting and reporting policies of St. Tammany Parish Water District No. 2 (the
District) conform to accounting principles generally accepted in the United States
of America applicable to governments. Such accounting and reporting procedures also
conform to the requirements of Louisiana Revised Statutes (R.S.), to the guidance set
forth in the Louisiana Governmental Audit Guide, and to the industry audit guide, Audits
of State and Local Governmental Units. The following is a summary of the District's
significant accounting policies:

Reporting Entity

In accordance with Governmental Accounting Standards Board (GASB) Codification
Section 2100, the District is considered a component unit of St. Tammany Parish ({the
Parish) reporting entity because (1) commissioners of the District are appointed by
the Parish, and (2) the District provides water service to residents within the Parish. While
the District is an integral part of the Parish reporting entity and should be included within
the financial statements of that reporting entity, GASB Codification Section 2600 provides
that a component unit may also issue financial statements separate from those of the
reporting entity. Accordingly, the accompanying financial statements present information
only on the financial cperations of the District and do not present information on the Parish,
the general government services provided by the Parish, or on other component units that
comprise the St. Tammany Parish reporting entity.

Fund Accounting

The accounts of the District are organized on the hasis of proprietary fund accounting used
by governmental entities. The proprietary fund is used to account for operations (a) that are
financed and cperated in a manner similar to private business enterprises - where the intent
of the governing body is that the cost {(expenses, including depreciation) of providing
goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges, or {b) where the governing body has decided the periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management control, accountability, or other purposes.

Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by
its measurement focus. The proprietary fund is accounted for on a flow of economic
resources measurement focus and a determination of net income and capital
maintenance. With this measurement focus, all assets and all liabilities associated
with the operation of this fund are included on the statements of net position. The
proprietary fund uses the accrual basis of accounting. Revenues are recognized when
earned and expenses are recognized at the time liabilities are incurred.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)

Basis of Accounting (Continued)

In accordance with GASB Statement No. 34, Basic Financial Statements - and
Management's Discussion and Analysis - for State and Local Governments, as amended
by GASB Statement No. 63, net position is classified info three components: net
investment in capital assets, restricted, and unrestricted. These classifications are defined
as follows:

a. Net Investment in Capital Assets - This component of net position consists of
the historical cost of capital assets, including any restricted capital assets, net
of accumulated depreciation, and reduced by the outstanding balances of
any bonds, morigages, notes, or other borrowings that are attributable o the
acquisition, construction, or improvement of those assets, plus deferred outflows
of resources, less deferred inflows of resources, related to those assets.

b. Restricted - This component of net position consists of assets that have constraints
that are externally imposed by creditors (such as through debt covenants),
grantors, contributors, or laws or regulations of other governments, or constraints
imposed by law through constitutional provisions or enabling legislation.

c. Unrestricted - All other net position is reported in this category.

Proprietary funds distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund's principal ongoing
operations. The principal operating revenues of the District's proprietary fund are charges
to customers for sales and services. The District also recognizes as operating revenue
the portion of tap fees intended to recover the cost of connecting new customers to the
system. Operating expenses for the proprietary fund include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and
expenses. When both restricted and unrestricted rescurces are available for use, it is
the District's policy to use restricted resources first, then unrestricted resources as they
are needed.

Cash and Cash Equivalents and Investments

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 other state of the union. or the laws of
the United States. The District may invest in certificates and time deposits of state banks
organized under Louisiana law and national banks having principal offices in Louisiana.

The District defines cash and cash equivalents to include cash on hand, demand deposits.

and all highly liquid investments with an original maturity of three months or less when
purchased.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies {Continued)

Utility Customer Receivables and Allowance for Doubtful Accounts

Utility customer receivables on the accompanying statements of net position are for
services provided through December 31 that have not yet been collected. Bad debts are
recognized on the allowance method hased on historical experience and management’'s
evaluation of outstanding receivables. The allowance for doubtful accounts totaled
$69.898 and $66.198 at December 31, 2024 and 2023, respectively.

Capital Assets

All capital assets of the proprietary fund are recorded at historical cost. Depreciation
of all exhaustible capital assets is charged as an expense against operations.
Pre-construction costs associated with the development of the water system, which
include engineering, legal, and interest costs, are capitalized and will be amortized over
their estimated useful lives using the straight-line method. The District maintains a
threshold level of $2,500 or more for capitalizing capital assets.

The costs of normal maintenance and repairs that do not add to the value of the assets
or materially extend assets’ lives are not capitalized. Improvements are capitalized and
depreciated over the remaining useful lives of the related capital assets, as applicable.
The following estimated useful lives and methods are used to compute depreciation:

Building and Building Improvements 10-15 Years Straight-Line
Machinery and Equipment {Plant) 5-40 Years Straight-Line
Water Meters 10 - 30 Years Straight-Line
Office Equipment 5 Years Straight-Line
Transportation Equipment 5-7 Years Straight-Line
Software 5 Years Straight-Line
Leasehold Improvements 10 Years Straight-Line

Depreciation and amortization expenses amounted to $136,739 and $124 856 for the
years ended December 31, 2024 and 2023, respectively.

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

Federal iIncome Taxes

The District is not subject to federal income taxes in accordance with Internal Revenue Code
(IRC) Section 115 regarding income of states. municipalities, and political subdivisions.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies {Continued)

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Leases

The District is a lessee for a noncancellable lease of a building. It recognizes a lease
liability and an intangible right-to-use lease asset in the financial statements. At the
commencement of a lease, the District initially measures the lease liability at the present
value of payments expected to be made during the lease term. Subsequently, the lease
liability is reduced by the principal portion of the lease payments made. The lease asset
is initially measured at or before the lease commencement date, plus certain initial direct
costs. Subsequently, the lease asset is amortized on a straight-line basis over its useful
life.

The District uses the interest rate charged by the lessor as the discount rate. When the
interest rate charged by the lessor is not provided, the District generally uses its estimated
incremental borrowing rate as the discount rate for leases.

The District monitors changes in circumstances that would require a remeasurement of its
lease and will remeasure the lease asset and liability if certain changes occur that are
expected to significantly affect the amount of the lease liability.

New Accounting Pronouncements — Adopted
The District adopted the following accounting proncuncements during the year ended
December 31, 2024:

GASH Statement No. 100, Accounting Changes and Error Corrections

The primary objective of the Statement is to enhance accounting and financial reporting
requirements for accounting changes and error corrections. The adoption of the
Statement did not have an effect on the financial statements.

GASB Statement No. 101, Compensated Absences

The Statement updates the recognition and measurement guidance for compensated
absences. The adoption of the Statement did not have an effect on the financial
statements.

New Accounting Pronouncements - Upcoming

GASB Statement No. 102, Certain Risk Disclosures

The objective of the Statement is to provide users of government financial statements with
essential information about risks related to government’'s vulnerabilities due to certain
concentrations or constraints. The Statement is effective for fiscal years beginning after
June 15, 2024.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Peolicies {Continued)

GASBE Statement No. 103, Financial Reporting Model Improvements

The objective of the Statement is to improve key components of the financial reporting
model to enhance its effectiveness in providing information that is essential for decision
making and assessing a government's accountability. The Statement is effective for fiscal
years beginning after June 15, 2025,

GASB Statement No. 104, Disclosure of Certain Capital Assets

The objective of the Statement is to provide users of government financial statements with
essential information about certain types of capital assets. The Statement is effective for
fiscal years beginning after June 15, 2025.

Management is currently evaluating the effects of the new GASB pronouncements
scheduled for implementation for the fiscal year ending December 31, 2025.

Note 2. Cash and Cash Equivalents

Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank failure,
the District's deposits may not be recovered. The District does not have a deposit policy
for custodial credit risk. Under state law, deposits must be secured by federal deposit
insurance or the pledge of securities owned by the fiscal agent bank. The market value
of the pledged securities, plus the federal deposit insurance, must at all times equal the
amount on deposit with the fiscal agent. The custodial bank must advertise and sell the
pledged securities within 10 days of being notified that the fiscal agent has failed to pay
deposited funds upon demand.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 2. Cash and Cash Equivalents (Continued)

At December 31. 2024, the District had $215,717 in non-interest-bearing deposits.
These deposits are secured from risk by $250,000 of federal deposit insurance. At
December 31, 2024, the District had $1,175,846 in interest-bearing deposits. These
deposits are secured from risk by $250,000 of federal deposit insurance and $925,846 of
pledged securities held in the name of the fiscal agent bank by a custodial bank that is
mutually acceptable to both parties.

At December 31, 2024 and 2023, cash and cash eguivalents for both current and restricted
assets consisted of the following:

2024 2023
Unrestricted $ 185,977 3 225,833
Restricted 1,140,422 959 467
Cash on Hand and in Bank $ 1,326,399 $ 1,185,300
Note 3. Restricted Assets
Restricted cash and cash equivalents were as follows:
2024 2023
Reserve Funds - Public Improvement Bonds $ 86,409 $ 78,098
Meter Deposits 123,232 121,168
Reserve for Impact Fees 208,226 214,544
Board-Designated Reserve 722,555 545,657

Total Restricted Assets

L)

1,140,422 3 959,467
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 4. Ad Valorem Taxes

The District is authorized to levy a special ad valorem tax of 4.02 mills on all property
subject to taxation to cover debt service requirements. The proceeds of this ad valorem
tax are for the purpose of paying the principal and interest of the outstanding public
improvement bonds.

The following is a roll-forward of ad valorem funds for the year ended December 31, 2024

Beginning Cash and Investments $ 78,008
Plus:
Ad Valorem Tax Receipts 121,269
Subtotal 199,367
Less:
Interest Payments on Bonds (17.958)
Principal Payments on Bonds (95,000)
Ending Cash and Investments 3 86,409

Ad valorem taxes that attach as an enforceable lien on property are levied each
November 1% on the assessed value listed as of the prior January 1 for all real property,
merchandise, and movable property located in the District. Billed taxes are delinquent
on January 1% of each subsequent year. The St. Tammany Parish Tax Collector bills
and collects the District's ad valorem taxes using the assessed value determined by
the Tax Assessor of St. Tammany Parish, Louisiana, as specified by Louisiana law. A
re-evaluation of all property is required to be completed no less than every four years.
The last re-evaluation was completed in 2024.

21



ST. TAMMANY PARISH WATER DISTRICT NO. 2

COVINGTON, LOUISIANA

Notes to Financial Statements

Note 5.

Capital Assets

Capital asset activity for the year ended December 31, 2024 was as follows:

Beginning Ending
December 31, 2024 Balance increases Decreases Balance
Capital Assets Not Being Depreciated
Land $ BB379 % 3 - $ 88379
Total Capital Assets Not Being
Depreciated 838,379 - - 88,379
Capital Assets Being Depreciated
Building 35.815 - 35,815
Buiding Improvements 39432 - - 39,432
Machinery and Equipment 2448 926 62,863 - 2511789
Water Meters 622,822 - - 622,822
Office Equipment 13,960 - 13,960
Transportation Equipment 177.238 (27.139) 150,099
Software 3,245 - - 3,245
Leasehold Improvements 8,250 - - 5,250
Total Capital Assets Being
Depreciated 3,349,688 62.863 (27,139) 3,385,412
Less Accumulated Depreciation for:
Building {20.848) {1.577) - (22,425)
Building Improvements {39.432) - (39,432)
Machinery and Equipment {1.394,476) {60.364) (1,454,840)
Water Meters (47,765) {62,282) {110.047)
Office Equipment {13,960) - - {13,960)
Transportation Equipment {100,103) {11.867) 27139 {84.831)
Software {2.556) (649) - {3,205)
Leasehold Improvements {8,250} - {8,250)
Total Accumulated Depreciation {1.627.390) {136,739) 27,139 (1.736,990)
Totat Capital Assets Being
Depreciated, Net 1,722,298 {73 876) 1648427
Total Capital Assets, Net $ 1810677 3 (73876) § - $ 1.736.801
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Capital asset activity for the year ended December 31, 2023 was as follows:

Beginning Ending
December 31, 2023 Balance Increases Decreases Balance
Capital Assets Not Being Depreciated
Land 3 BB379 § - $ - $ 88379
Totatl Capital Assets Not Being
Depreciated 88,379 - - 88,379
Capital Assets Being Depreciated
Building 20,060 15755 - 35,815
Building Improvements 39432 - - 39,432
Machinery and Equipment 2437733 11,193 - 2.448 926
Water Meters 703,832 322570 {403.530) 622,822
Office Equipment 13,960 - - 13,960
Transportation Equipment 94,170 83.068 - 177,238
Software 48,831 - {45,586) 3,245
Leasehold Improvements 8.250 - - 8,250
Total Capital Assets Being
Depreciated 3,366,268 432 536 {449 166) 3,349 688
Less Accumulated Depreciation for:
Buiding {20,060} (783) - {20.848)
Budding Improvements (39.432) - - (39.432)
Machmery and Equipment {1.322.935) {(71.541) - (1,354 476)
Water Meters {405,204) {39.559) 396,994 (47,765)
Office Equipment (13.960) - - {13,960)
Transporiation Equipment (88,192} {11.911) - (100,103)
Software (47,494) (649) 45587 {2.556)
Leasehold Improvements {7.838) {412) - (8,250)
Total Accumulated Depreciation {1.945,115) {124.856) 442 581 {1,627,390)
Total Capital Assets Being
Depreciated, Net 1,421,153 307,730 (6.585) 1.722.208
Total Capital Assets, Net $ 1509532 % 307730 % (6,585) § 1810677
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 6.

Long-Term Debt

The following is a summary of bond transactions of the District for the years ended
December 31, 2024 and 2023:

2024 2023

Public improvement Bonds
Bonds Payable at January 1%

Bonds Retired

Bonds Payable at December 31%

$ 830,000 $ 915000
(95,000) (85,000)

$ 735000 § 830,000

The following is a description of the bonds of the District for the years ended

December 31, 2024 and 2023:

2024 2023

Public Improvement Bonds
$985,000 General Obligation Bonds dated

April 8, 2013; due in annual principal
installments of $35,000 - $70,000, plus
semi-annual interest payments through
March 1, 2033, with interest at 1.0% -

2.75%, collateralized by ad valorem taxes.

$410.000 General Obligation Refunding

Bonds dated January 7. 2020; due in
annual principal installments of $40,000 -
$50,000, plus semi-annual interest
payments through March 1, 2028, with
interest at 2.40%, collateralized by ad
valorem taxes.

Total Public Improvement Bonds

$ 540,000 § 590,000

195,000 240,000

$ 735,000 § 830,000
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 6. Long-Term Debt (Continued)

The annual requirements to amortize all bonds outstanding as of December 31, 2024,
including interest payments, are as follows:

Year Ending Public Improvement Bonds
December 31, Principal Interest Total
2025 3 95000 3 16,003 % 111,003
2026 105,000 13.875 118,875
2027 105,000 11575 116,575
2028 110,000 9,150 119,150
2029 60,000 7,200 67.200
2030-2033 260,000 13,913 273,913
Total 3 735000 % 71716 % 806,716

Note 7. Net Position

Net position for the years ended December 31, 2024 and 2023 consisted of the following:

2024 2023
Net Investment in Capital Assets $ 1,001,801 3 980,677
Restricted
Restricted for Public Improvement Bonds {14,251) (23.214)
Restricted for Capital Improvements 208,226 214,544
Restricted for Meter Deposits 1,064 1,279
Unrestricted 1,255,889 1,045.714
Total $ 2452729 $ 27219000
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 8. Lease

The District has an operating lease agreement for office space in Covington, Louisiana.
The District is currently operating under a five-year renewal on this lease which was
entered into on June 22, 2022, with monthly payments of $1,600 beginning January 1,
2023. The District utilized the United States Prime Rate at the date of lease
commencement of 7.5% for calculation of the lease liability. Lease amortization expense
recordad under this lease totaled $14.737 and $13.675 for the years ended December 31,
2024 and 2023, respectively. Lease interest expense recorded under this lease totaled
$4.483 and $5,525 for the years ended December 31, 2024 and 2023, respectively.

The following are the scheduled future minimum rental payments under this lease:

Year Ending Undiscounted

December 31, Cash Flows Principal interest
2025 3 19,200 % 15.881 3 3,319
2026 19,200 17.114 2.086
2027 19,200 18,442 758
Total 3 57600 % 51437 $ 6.163

The following is a summary of the lease asset and obligation as of December 31, 2024:

Right-to-Use Asset, Beginning
Less: Amortization

Right-to-Use Asset, Ending

Operating Lease Liability, Beginning
Less: Principal Payments

Operating Lease Liability, Ending
Less: Amounts Due in One Year

Operating Lease Liability, Net of Current Portion

$ 66,173
(14.736)
$ 51437
$  66.173
(14.736)
51.437
(15.881)
$ 35556
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Notes to Financial Statements

Note 9. Water Rates

The District charged the following water rates to each of its customers based on volume
for each of the years ended December 31, 2024 and 2023:

Residential

First 2,000 gallons
Over 2,000 gallons

Commercial

$ 21.00
$ 475 per 1.000 gallons

First 2,000 gallons
Over 2,000 gallons

$ 33.00
$ 500 per 1,000 gallons

During 2024 and 2023, the District served approximately 1,890 and 1,884 customers,

respectively.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Schedule of Compensation, Benefits, and Other Payments
to Agency Head

For the Year Ended December 31, 2024

Agency Head
A.J. Cigali, General Manager

Purpose Amount
Salary 341,947
Benefits - Insurance $31,990
Benefits - Retirement $0
Benefits - Other $0
Car Allowance $0
Vehicle Provided by Government 30
Per Diem $0
Reimbursements $0
Travel $0
[Registration Fees $0
Conference Travel $0
Continuing Professional Education Fees $0
Housing $0
Unvouchered Expenses $0
Special Meals $0

See independent auditor's report.



ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Schedule of Compensation Paid to Board Members
For the Years Ended December 31, 2024 and 2023

2024 2023

Michael Stubbs, Former President $ - $ 1.760
Benjamin Martino, President 1,920 -
Pierre Fabre. Vice-President 4,760 1.760
Lorraine Saba, Secretary-Treasurer 5,680 5,360
Julie Huhn. Former Commissioner 160 1.760
Sarah Holzhalb 480 -
Monique Stubbs, Commissioner 2,080 1,920

Total $ 12,080 3 12,560

See independent auditor's report.
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ST. TAMMANY PARISH WATER DISTRICT NO. 2
COVINGTON, LOUISIANA

Schedule of Findings and Respenses

For the Year Ended December 31, 20624

Part | - Summary of Auditor’s Results

Financial Statements

1. Type of auditor's report issued:

2. Internal control over financial reporting and compliance and other matters:

a. Material weaknesses identified?

b.  Significant deficiencies identified?

¢.  Noncompliance material to the financial statements?
3. Management letter comment provided?

Federal Awards

Not applicable.

Part il - Findings Related to the Financial Statements

None.

Part lll - Prior Year Findings Related to the Financial Statements

None.

Unmodified

No
No
No

None
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Vi

Vii.

viii.

Xi,

Xii.

Disbursements, including processing, reviewing, and approving.

Receipts/Collections, including receiving, recording. and preparing deposits. Also,
policies and procedures should include management's actions to determine the
completeness of all collections for each type of revenue or agency fund additions (e.g.,
periodic confirmation with outside parties. reconciliation to utility billing after cutoff
procedures, reconciliation of traffic ticket number sequences, agency fund forfeiture
monies confirmation).

Payrolli/Personnel, including (1) payroll processing. (2) reviewing and approving time
and attendance records, including leave and overtime worked, and {3} approval process
for employee rates of pay or approval and maintenance of pay rate schedules.

Contracting, including (1) types of services requiring written contracts, (2} standard
terms and conditions, (3) legal review, {(4) approval process, and (5) monitoring process.

Travel and Expense Reimbursement, including (1) allowable expenses, (2) dollar
thresholds by category of expense, (3) documentation requirements, and (4) required
approvers.

Credit Cards (and debit cards, fuel cards, purchase cards, if applicable), including
(1) how cards are to be controlled, (2) allowable business uses, (3) documentation
requirements, (4) required approvers of statements, and (5) monitering card usage (e.g.,
determining the reasonableness of fuel card purchases).

Ethics. including (1) the prohibitions as defined in Louisiana Revised Statute (R.S))
42:1111-1121, (2) actions to be taken if an ethics violation takes place, (3) system to
monitor possible ethics violations, and (4) a requirement that documentation is
maintained to demonstrate that all employees and officials were notified of any changes
to the entity’'s ethics policy.

Debt Service, including (1) debt issuance approval, {2) continuing disclosure/EMMA
reporting requirements, {(3) debt reserve requirements, and (4) debt service
requirements.

Information Technology Disaster Recovery/Business Continuity, including
(1) identification of critical data and frequency of data backups, (2) storage of backups
in a separate physical location isolated from the network, {3) periodic testing/verification
that backups can be restored. (4) use of antivirus software on all systems, ({5} timely
application of all available system and software patches/updates, and (6) identification
of personnel, processes, and tools needed to recover operations after a critical event.

Prevention of Sexual Harassment, including R.S. 42:342-344 requirements for
{1) agency responsibilities and prohibitions, (2) annual employee training, and (3) annual
reporting.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023,



2) Board or Finance Commitlee

A. Obtain and inspect the boardffinance committee minutes for the fiscal period. as well as the
board's enabling legislation, charter, bylaws, or equivalent document in effect during the fiscal
pericd, and:

3)

Observe that the hoard/finance committee met with a quorum at least monthly, or on a
frequency in accordance with the board's enabling legislation, charter, bylaws, or other
equivalent document.

For those entities reporting on the governmental accounting model, observe whether the
minutes referenced or included monthly hudget-to-actual comparisons on the general
fund, quarterly budget-to-actual, at a minimum. on proprietary funds, and semi-annual
budget-to-actual, at a minimum, on all special revenue funds. Alternatively, for those
entities reporting on the not-for-profit accounting model, observe that the minutes
referenced or included financial activity relating to public funds if those public funds
comprised more than 10% of the entity’s collections during the fiscal period.

For governmental entities, obtain the prior year audit report and observe the unassigned
fund balance in the general fund. If the general fund had a negative ending unassigned
fund balance in the prior year audit report, observe that the minutes for at least cne
meeting during the fiscal period referenced or included a formal plan to eliminate the
negative unassigned fund balance in the general fund.

Ohserve whether the board/finance committee received written updates of the progress
of resolving audit finding(s). according to management's corrective action plan at each
meeting until the findings are considered fully resolved.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023,

Bank Reconciliations

Obtain a listing of entity bank accounts for the fiscal pericd from management and
management's representation that the listing is complete. Ask management to identify the
entity's main operating account. Select the entity's main operating account and randomly
select 4 additional accounts (or all accounts if less than 5). Randomly select one month from
the fiscal period, obtain and inspect the corresponding bank statement and reconciliation for
each selected account, and observe that:

Bank reconciliations include evidence that they were prepared within 2 months of the
related statement closing date (e.g., initialed and dated or electronically logged):

Bank reconciliations include written evidence that a member of management or a board
member who does not handle cash, post ledgers, or issue checks has reviewed each
bank reconciliation (e.g., initialed and dated. electronically logged); and

Management has documentation reflecting it has researched reconciling items that have
been outstanding for more than 12 months from the statement closing date, if applicable.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023.



4) Collections (excluding electronic funds transfers)

A. Obtain a listing of deposit sites for the fiscal period where deposits for cash/checks/money
orders (cash) are prepared and management's representation that the listing is complete.
Randomly select 5 deposit sites (or all deposit sites if less than 5).

B. For each deposit site selected. obtain a listing of collection locations and management's
representation that the listing is complete. Randomly select one collection location for each
deposit site (e.q.. 5 collection locations for 5 deposit sites), obtain and inspect written policies
and procedures relating to employee job duties (if there are no written policies or procedures,
then inguire of employees about their job duties) at each collection location, and observe that
job duties are properly segregated at each collection location such that;

i. Employees responsible for cash collections do not share cash drawers/registers:

ii. Each employee responsible for collecting cash is not also responsible for preparing/
making bank deposits, unless another employee/official is responsible for reconciling
collection documentation (e.g.. pre-numbered receipts) to the deposit:

iii. Each employee responsible for collecting cash is not also responsible for posting
collection entries to the general ledger or subsidiary ledgers, unless another employee/
official is responsible for reconciling ledger postings to each other and to the deposit:
and

iv. The employee(s) responsible for reconciling cash collections to the general ledger
and/or subsidiary ledgers, by revenue source and/or agency fund additions, is (are} not
also responsible for collecting cash, unless another employee/official verifies the
reconciliation.

C. Obtain from management a copy of the bond or insurance policy for theft covering all
employees who have access to cash. Observe that the bond or insurance policy for theft was
in force during the fiscal period.

D. Randomly select two deposit dates for each of the 5 bank accounts selected for Bank
Reconciliations procedure #3A (select the next deposit date chronologically if no deposits
were made on the dates randomly selected and randomly select a deposit if multiple deposits
are made on the same day). Alternatively, the practitioner may use a source document other
than bank statements when selecting the deposit dates for testing, such as a cash collection
log. daily revenue report, receipt book, etc. Obtain supporting documentation for each of the
10 deposits and:

i. Observe that receipts are sequentially pre-numbered.

. Trace sequentially pre-numbered receipts, system reports, and other related collection
documentation to the deposit slip.

iii. Trace the deposit slip total to the actual deposit per the bank statement.

iv. Observe that the deposit was made within one business day of receipt at the collection
location (within one week if the depository is more than 10 miles from the collection
location or the deposit is less than $100 and the cash is stored securely in a locked safe
or drawer).

v. Trace the actual deposit per the bank statement to the general ledger.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023.



5) Non-Payroll  Disbursemenis (excluding card purchases/payments, Iravel
reimbursements, and petty cash purchases)

A. Obtain a listing of locations that process payments for the fiscal period and management’s
representation that the listing is complete. Randomly select 5 locations (or all locations if less
than 5).

B. For each location selected under procedure #5A ahove, obtain a listing of those employees
involved with non-payroll purchasing and payment functions. Obtain written policies and
procedures relating to employee job duties (if the agency has no written policies and
procedures, then inquire of employees about their job duties). and observe that job duties are
properly segregated such that;

i. At least two employees are involved in initiating a purchase request, approving a
purchase, and placing an order or making the purchase;

ii. At least two employees are involved in processing and approving payments to venders;

iii. The employee responsible for processing payments is prohibited from adding/modifying
vendor files, unless another employee is responsible for periodically reviewing changes
to vendor files;

iv. Either the employee/official responsible for signing checks mails the payment or gives
the signed checks to an employee to mail who is not responsible for processing
payments; and

v. Only employees/officials authorized to sign checks approve the electronic disbursement
(release) of funds, whether through automated clearinghouse (ACH), electronic funds
transfer {EFT), wire transfer, or some other electronic means.

[Note: Findings related to controls that constrain the legal authority of certain public officials
{e.g.. mayor of a Lawrason Act municipality} should not be reported.]

C. For each location selected under procedure #5A above, obtain the entity’'s non-payroll
dishursement transaction population (excluding cards and travel reimbursements) and
obtain management's representation that the population is complete. Randomly select 5
disbursements for each location, obtain supporting documentation for each transaction, and:

i. Observe whether the disbursement, whether by paper or electronic means, matched
the related original itemized invoice and supporting documentation indicates that
deliverables included on the invoice were received by the entity, and:

ii. Observe whether the disbursement documentation included evidence (e.g., initial/date.
electronic logging) of segregation of duties tested under procedure #5B above, as
applicable.

D. Using the entity’'s main operating account and the month selected in Bank Reconciliations
procedure #3A, randomly select 5 non-payroll-related electronic disbursements (or all
electronic disbursements if less than 5) and observe that each electronic disbursement was
(a) approved by only those persons authorized to disburse funds (e.g., sign checks) per the
entity's policy, and (b) approved by the required number of authorized signhers per the entity's
policy. Note: If no electronic payments were made from the main operating account during
the month selected the practitioner should select an alternative month and/or account for
testing that does include electronic disbursements.



6)

Results: Forthree (3) out of five (5) electronic payment transactions selected, we noted that

the electronic payments were being auto-drafted by a vendor previously setup for auto-
drafting by the District. For these three (3) transactions, there was no noted evidence of
approval by persons authorized to dishurse funds. For two (2) out of five (5) electronic
payment transaction selected, we noted that the electronic payments were related to
processing fees being auto-drafted by QuickBooks as part of the payroll process for the
District. For these two (2} transactions, there was no noted evidence of approval by persons
authorized to disburse funds.

No other exceptions noted.

Credit Cards/Debit Cards/Fuel Cards/Purchase Cards (Cards)

Obtain from management a listing of all active credit cards, bank debit cards, fuel cards, and
purchase cards {cards) for the fiscal period, including the card numbers and the names of the
persons who maintained possession of the cards. Obtain management’s representation that
the listing is complete.

Using the listing prepared by management. randomly select 5 cards (or all cards if less than
5) that were used during the fiscal period. Randomly select one monthly statement or
combined statement for each card (for a debit card, randomly select one monthly bank
statement). Obtain supporting documentation, and:

i. Observe whether there is evidence that the monthly statement or combined statement
and supporting documentation (e.g.. criginal receipts for credit/debit card purchases,
exception reports for excessive fuel card usage) were reviewed and approved, in writing
(or electronically approved) by someone other than the authorized card holder (those
instances requiring such approval that may constrain the legal authority of certain public
officials, such as the mayor of a Lawrason Act municipality. should not be reported): and

ii. Observe that finance charges and late fees were not assessed on the selected
statements.

Using the monthly statements or combined statements selected under procedure #6B above,
excluding fuel cards, randomly select 10 transactions (or all transactions if less than 10} from

each statement, and obtain supporting documentation for the transactions (e.g., each card
should have 10 transactions subject to inspection). For each transaction, observe that it is
supported by (1) an original itemized receipt that identifies precisely what was purchased.
(2) written documentation of the business/public purpose, and (3) documentation of the
individuals participating in meals (for meal charges only). For missing receipts. the practitioner
should describe the nature of the transaction and observe whether management had a
compensating control to address missing receipts, such as a "missing receipt statement” that
is subject to increased scrutiny.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023,



7) Travel and Travel-Related Expense Reimbursements (excluding card transaclions)

A. Obtain from management a listing of all travel and travel-related expense reimbursements
during the fiscal period and management’s representation that the listing or general ledger is
complete. Randomly select 5 reimbursements and obtain the related expense reimbursement
forms/prepaid expense documentation of each selected reimbursement, as well as the
supporting documentation. For each of the 5 reimbursements selected:

i. If reimbursed using a per diem, observe that the approved reimbursement rate is no
more than those rates established either by the State of Louisiana or the U.S. General
Services Administration (www.gsa.gov):

ii. If reimbursed using actual costs, observe that the reimbursement is supported by an
original itemized receipt that identifies precisely what was purchased;

iii. Observe that each reimbursement is supported by documentation of the husiness/public
purpose (for meal charges. observe that the documentation includes the names of those
individuals participating) and other documentation required by Written Policies and
Procedures procedure #1A(vii}; and

iv. Observe that each reimbursement was reviewed and approved, in writing. by someone
other than the person receiving reimbursement.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023.

8) Contracts

A. Obtain from management a listing of all agreements/contracts for professional services,
materials and supplies, leases, and construction activities that were initiated or renewed
during the fiscal period. Alternatively, the practitioner may use an equivalent selection soutce,
such as an active vendor list. Obtain management's representation that the listing is
complete. Randomly select 5 contracts {or all contracts if less than 5) from the listing.
excluding the practitioner's contract, and:

i. Observe whether the contract was bid in accordance with the Louisiana Public Bid Law
(e.g., solicited quotes or bids, advertised), if required by law;

ii. Observe whether the contract was approved by the governing body/board, if required by
policy or law (e.g., Lawrason Act, Home Rule Charter);

iii. If the contract was amended {(e.g., change order), observe that the original contract
terms provided for such an amendment and that amendments were made in compliance
with the contractterms (e.qg., if approval is required for any amendment, the documented
approval); and

iv. Randomly select one payment from the fiscal period for each of the 5 contracts, obtain
the supporting invoice, agree the invoice to the contract terms, and observe that the
invoice and related payment agreed to the terms and conditions of the contract.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023,



9) Payroll and Personnel

A. Obtain a listing of employees and officials employed during the fiscal pericd and
management's representation that the listing is complete. Randomly select 5 employees or
officials, obtain related paid salaries and personnel files, and agree paid salaries to authorized
salaries/pay rates in the personnel files.

B. Randomly select one pay pericd during the fiscal period. For the 5 employees or officials
selected under procedure #9A above, obtain attendance records and leave documentation for
the pay period, and:

i. Observe that all selected employees or officials documented their daily attendance and
leave {e.g., vacation, sick, compensatory);

H. Observe whether supervisors approved the attendance and leave of the selected
employees or officials;

iii. Observe that any leave accrued or taken during the pay period is reflected in the entity's
cumulative leave records; and

iv. Observe whether the rate paid to the employees or officials agrees to the authorized
salary/pay rate found within the personnel file.

C. Obtain a listing of those employees or officials that received termination payments during the
fiscal period and management’s representation that the list is complete. Randomly select
two employees or officials and obtain related documentation of the hours and pay rates used
in management's termination payment calculations and the entity's policy on termination
payments. Agree the hours to the employee’s or official's cumulative leave records, agree
the pay rates to the employee’s or official’'s authorized pay rates in the employee’s or official’s
personnel files, and agree the termination payment to entity policy.

D. Obtain management’'s representation that employer and employee portions of third-party
payroll related amounts (e.g.. payroll taxes, retirement contributions, health insurance
premiums, garnishments, workers’ compensation premiums, etc.) have been paid, and any
associated forms have been filed, by required deadlines.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023.

10) Ethics

A. Using the 5 randomly selected employees/officials from Payroll and Personnel procedure #9A
obtain ethics documentation from management, and.

i. Observe whether the documentation demonstrates that each employee/official
completed one hour of ethics training during the calendar year as required by R.S.
42:1170; and

ii. Observe whether the entity maintains documentation which demonstrates that each
employee and official were notified of any changes to the entity's ethics policy during the
fiscal period, as applicable.



B.

Inquire and/or observe whether the agency has appointed an ethics designee as required by
R.S. 42:1170.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023.

11) Debt Service

A.

Obtain a listing of bonds/notes and other debt instruments issued during the fiscal period and
management’'s representation that the listing is complete. Select all debt instruments on the
listing, obtain supporting documentation, and observe that State Bond Commission approval
was obtained for each debt instrument issued as required by Article Vil, Section 8 of the
Louisiana Constitution.

Obtain a listing of bonds/notes outstanding at the end of the fiscal period and management's
representation that the listing is complete. Randomly select one bond/note, inspect debt
covenants, obtain supporting documentation for the reserve balance and payments, and
agree actual reserve balances and payments to those required by debt covenants (including
contingency funds, short-lived asset funds, or other funds required by the debt covenants).

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023.

12) Fraud Notice

A.

Obtain a listing of misappropriations of public funds and assets during the fiscal period and
management’'s representation that the listing is complete. Select all misappropriations on
the listing. obtain supporting documentation, and observe that the entity reported the
misappropriation(s) to the Legislative Auditor and the district attorney of the parish in which
the entity is domiciled as required by R.S. 25:524.

Observe that the entity has posted, on its premises and website, the notice required by R.S.
25:524 1 concerning the reporting of misappropriation, fraud, waste, or abuse of public funds.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023.

13) Information Technology Disaster Recovery/Business Continuity

A.

Perform the following procedures, verbally discuss the results with management, and
report “We performed the procedure and discussed the results with management.”

i. Obtain and inspect the entity's most recent documentation that it has backed up its
critical data {if there is no written documentation, then inquire of personnel responsible
for backing up critical data) and observe evidence that such backup (a) occurred within
the past week, {b) was not stored on the government’'s local server or network, and
(¢) was encrypted.

ii. Obtain and inspect the entity’s most recent documentation that it has tested/verified
that its backups can he restored (if there is no written documentation, then inquire of
personnel responsible for testing/verifying backup restoration) and observe evidence
that the test/verification was successfully performed within the past 3 months.



B.

iii. Obtain a listing of the entity's computers currently in use and their related lecations, and
management’s representation that the listing is complete. Randomly select 5 computers
and observe while management demonstrates that the selected computers have current
and active antivirus software and that the operating system and accounting system
software in use are currently supported by the vendor.

Randomly select 5 terminated employees (or all terminated employees if less than 5) using
the list of terminated employees obtained in procedure #9C. Observe evidence that the
selected terminated employees have been removed or disabled from the network.

Using the 5 randomly selected employees/officials from Payroll and Personnel procedure #9A,
obtain cybersecurity training documentation from management, and observe that the
documentation demonstrates that the following employees/officials with access to the
agency's information technology assets have completed cybersecurity training as required by
R.S. 42:1267. The requirements are as follows:

i. Hired before June 9, 2020 - completed the training; and

ii. Hired on or after June 9, 2020 - completed the training within 30 days of initial service
or employment,

Results: We performed the procedure and discussed the results with management.

14) Prevention of Sexual Harassment

A.

Using the 5 randomly selected employees/officials from Payroll and Personnel procedure #9A,
obtain sexual harassment training documentation from management, and observe that the
documentation demonstrates each employee/official completed at least one hour of sexual
harassment training during the calendar year as required by R.8. 42:343.

Observe that the entity has posted its sexual harassment policy and complaint procedure on
its website {or in a conspicuous location on the entity’s premises if the entity does not have a
website).

Obtain the entity's annual sexual harassment report for the current fiscal period. observe that
the report was dated on or before February 1%, and observe that the report includes the
applicable requirements of R.S. 42:344:

i. Number and percentage of public servants in the agency who have completed the
training requirements;

. Number of sexual harassment complaints received by the agency;

iii. Number of complaints which resulted in a finding that sexual harassment occurred;

iv. Number of complaints in which the finding of sexual harassment resulted in discipline or
corrective action: and

v. Amount of time it took to resolve each complaint.

Results: Procedures were not applicable in 2024 as there were no exceptions in 2023.
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