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INDEPENDENT AUDITORS' REPORT President and Board of Commissioners Waterworks District No. 2 of Natchitoches Parish Natchez, Louisiana 71456 

A NEILL JACKSON, JR, CPA (Retired) 

We have audited the accompanying component unit t-mancial statements of the Waterworks District No. 2 of Natchitoches Parish, Natchez, Louisiana, a component unit of the Natchitoches Parish Police Jury, as of and for the year ended December 31, 1997, as listed in the table of contents. These financial statements are the responsibility of the management of the Waterworks District No. 2 of Natchitoehes Parish. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance v, tth generally accepted auditing standards and the standards applicable to f'mancia[ audits contained in Govemmem e~.udltmo_ Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 

In accordance with consideration of the Waterworks DistrictNo our tests of its compliance with certain laws, we have also issued a report dated February 27 2 of Natchitoches Parish's internal control over financial regulations, contracts and grants. 1998, on our reporting and 
Our audit was made for the purpose of forming an opinion on the component unit financial statements of the Waterworks District No. 2 of Natchitoches Parish, Natchez, Louisiana, a component unit of the Natchitoches Parish Police Jury, taken as a whole. The accompanying financial information listed as "Schedule" in the table of contents is presented for purposes of additional analysis and is not a required part of the component unit f'mancial statements. Such information has been subjected to the auditing procedures applied in the audit of the component unit financial statements and, in our opinion, is fairly stated in all material respects in relation to the component unit f'mancial statements taken as a whole The financial information for the year ended December 31, 1996, which is included for comparative purposes was taken from the financial report for that year in which we expressed an unqualified opinion dated March 27, 1997, on the component unit financial statements of the Waterworks District No. 2 of Natchitoches Parish. 
HINES, JACKSON & HINES Certified Public Accountants February 27, 1998 

-- MEMBERS -- American Institute of Certffred Public Accountants ~ Society of Louisiana CerEfieO Pul~llc Accountants 



COMPONENT UNIT FINANCIAL STATEMENTS 



STRICT NO. 2 OF NATC NATCHFZ I OI II~;IANIA ECEMBER 3 I. 1997 AND 1996 
ASSETS Cash and cash equivalents Accounts Receivable Prepaid expenses Deposits Restricted assets Cash and cash equivalents Time deposits Property, p ant and equipment net of accumulated depreciation TOTAL ASSETS 
LIABILITIES AND FUND EQUITY Liabilities Accounts payable Obligation under capital lease Installment note payable Revenue bonds payable Customers' refundable meter deposits TOTAL LIABILITIES Fund Equity Contributed capital Retained earnings Reserved for capital additions and FHA depreciation and contingency Unreserved TOTAL RETAINED EARNINGS TOTAL FUND EQUITY TOTAL LIABILITIES AND FUND EQUITY 

EXHIBIT A 

1997 1996 9,666 5,443 3,424 985 116,963 55,000 1.115.620 

7.482 5,363 2,870 985 110,192 55,000 1.136.651 

$ 10,183 34,797 0 449,448 63,709 
$ 9,922 43,919 485 489,889 61,777 558,137 605.992 

465,000 465.000 31,346 412,618 27,869 369.682 443.964 397.551 908,964 862,551 

The accompanying notes are an integral part of this statement. 3 



W 3TRICT NO. 2 QFNAT ~aT~r~7 I,OI II~1AN 

Operating revenues Charges for services Water sales Delinquent charges Meter connection and re-connection fees Miscellaneous income TOTAL OPERATING REVENUES Operating expenses Automotive equipment-fuel and lubrication Automotive equipment-maintenance and repairs BiJliug expense Board members - per diem Chemicals Employer's contribution to group insurance Employer's payroll taxes Insurarlce I eg,II and professional Mamwnance - equipment repairs Maintenance - materials and supplies Maintenance - salaries Miscellaneous Office supplies Pest control Postage and express Rent - building and equipment Salaries - supervisor and clerical Telephone Utilities Depreciation TOTAL OPERATING EXPENSES OPERATING INCOME Nonoperating revenues/(expenses) Interest income Interest expense Paying agent's fees Transfers in 

E.EXIIIBIT B 

1997 1996 
$ 344,134 9,683 10,715 794 

349,071 9,894 24,860 11,63Z 365.362 395,462 
4,986 2,980 575 5,340 16,830 14,126 8,654 16,515 7,249 8,548 19,519 44,193 2,453 1,746 168 4,552 0 47,063 4,414 36.508 

3,872 1,974 651 6,000 17,370 13,442 8,749 16,781 14,775 11,627 24,019 45,369 1,00I 1,022 168 4,294 550 46,685 3,926 51.349 __ _ 53,~2 .51,456 __ qO0,3~ 325,08Q 65,041 70,382 
13,341 (30,396) (1,573) & o 

The accompanying notes are an integral part of this statement. 

10,192 (33,931) (1,051) $ .47,726 
4 



WATERWORKS DISTRICT NO. 2 OF NATCHITOCI-IES; PA R 15;H NATCHEZ. LO! IIRIANA COMPAILgTIVF ~TATFMFNT OF RFV~mtt~g YEARS ENDED DECEMBER ~1 1007 ANn 1006 
TOTAL NONOPERATING REVENUES/(EXPENSES) NET INCOME (Increase)/decrease in retained earnings - reserved for capital additions and contingency (lncrease)/decrease in retained earnings - reserved for FHA depreciation and contingency fund Net change in unreserved retained eamings RETAINED EARNINGS-Unreserved, Beginning of year RETAINED EARNINGS-Unreserved, End of year 

EXHIBIT B 

1997 1996 (18.628) $ 22.936 46,413 93,318 
(1,235) 3,335 
~2 242~ (2.221) 42,936 369.682 412.61_~8 

The accompanying notes are an integral part of this statement. 

94,432 275.2~0 $ 369,682 

5 



W 

CASH FLOWS FROM OPERATING ACTIVITIES Net Income Adjustments to reconcile net income/(loss) to net cash provided by operating activities Depreciation (Increase)/decrease in operating assets Accounts receivable Prepaid expenses lncrease~decrease) in operating liabilities Accounts payable Customer meter deposits 

EXHIBIT C 

1997 1996 $ 46,413 $ 93,318 
53,902 (80) (554) 261 1.932 

51,456 558 566 646 1,744 NET CASH PROVIDED BY/(USED IN) OPERATING ACTIVITIES 101,874 148,288 CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES Principal repayment - revenue bonds (40,441 ) (38,912) Principal repayment - installment loans (485) (2,843) Principal repayment - lease obligations (9,122) (8,615) Purchase of capital assets (32.871 / (85.338~ NET CASH PROVIDED BY/(USED IN) CAPITAL AND RELATED FINANCING ACTIVITIES NET INCREASE/(DECREASE) IN CASH CASH AND CASH EQUIVALENTS, Beginning of year CASH AND CASH EQUIVALENTS, End of year 
(82.919) (135.708~ 18,955 12,580 292.674 280,094 
m_ 202,674 

The accompanying notes are an integral part of this statement. 6 



WATERWORKS DISTRICT NO. 2 OF NATCHITOCHES PARISH 
DECEMBER 31. 1997 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES The Waterworks District No. 2 of Natchitoches Parish was created by an ordinance of the Natchitoches Parish Police Jury on April 10, 1963. The District is a political subdivision of the Natchitoches Parish Police Jury, whose jurors are elected officials. The District Commissioners are appointed by the Natchitoches Parish Police Jury. The accounting and reporting policies of the Waterworks District No. 2 of Natchitoches Parish conform to generally accepted accounting principles as applicable to governments. The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing governmental accounting artd financial reporting principles. Such accounting and reporting procedures also conform to the requirements set forth in the Louisiana Go~ cmmental Aud Guide and to Louisiana Revised Statutes 24:517, and to the industry audit guide Governn!ental Units. A. Financial Reporting Entity 
Andit~ at q,l.lle and Loca 

As the governing authority of the parish, for reporting purposes, the Natchitoches Parish Police Jury is the financial reporting entity for Natchitoches Parish. The financial reporting entity consists of a) the primary government (police jury), b) organizations for which the primary government is financially accountable, and c) other organizations for which nature and significance of their relationship with the primary government are such that exclusion wouId cause the reporting entity's financial statements to be misleading or incomplete. Government Accounting Standards Boards Statement No. 14 established criteria for determining which component units should be considered part of the Natchitoches Parish Police Jury for financial reporting purposes. The basic criterion for including a potential component unit within the reporting entity is financial accountability. The GASB has set forth criteria to be considered in determining financial accountability. This criteria includes: 

3 

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 burdens on the police jury Organizations for which the police jury does not appoint a voting majority but are fiscally dependent on the police jury. Organizations for which the reporting entity financial statements would be misleading if data of the organization is mot included because of the nature or significance of the relationship. The District Commissioners are appointed by the Natchitoches Parish Police Jury. Also, because of the nature and significance of the service provided by the District, the financial statements of the reporting entity would be misleading if the District were excluded. Therefore, the Waterworks District No. 2 of Natchitoches Parish was determined to be a component unit of the Natchitoches Parish Police Jury, the financial reporting entity. The accompanying financial statements present information only on the funds maintained by the District and do not present information on the police jury, the general government services provided by that government unit, or the other governmental units that comprise the financial reporting entity. 



WATERWORKS DISTRICT NO. 2 QF NATCHITOCHES PARISH 'q A TCI=IET._ LOIIIS|ANA NOTES TO TME FINANCIAL ,~TATFMFNTS (CONTINllED 
NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) B. Fund Accounting The accounts of the District are organized on the basis of funds and account groups, each of which is considered a separate accounnng entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures, or expenses, as appropriate. The individual funds account lor the governmemal resources allocated to them for the purpose of carrying on specific activities in accordance w!th laws, regulations, or other restrictions. Fund accounting is designed to demonstrate legal compliance and to aid f'mancial management by segregating transactions relating to certain government functions or activities. The District now consist of only one generic fund type and one broad fund category as follows: PrcpHetac, Fund Type - Proprietary funds account for activities similar to those found in the private sector, where the determ matlon of net income is necessary for sound fmancial administration. Proprietary funds differ from govemmental funds ~n that their focus is on income measurement, which, together with the maintenance of equity is an important fmancial indicator. The District applies all GASB pronouncements as well as the Financial Accounting Standards Board pronouncements issued on or before November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements. Enterprise Fund - The emerprise fund is used to account for operations a) that are financed and operated in a manner similar to private business enterprises - where 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 primarily through user charges; or b) where the governing body has decided the periodic determination of revenue earned, expenses incurred, and/or c) net income is appropriate for capital maintenance, public policy, management control, accountability, or other purposes. C. Basis of Accounting Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and reported in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the measurement focus applied. The enterprise fund is accounted for using the accrual basis of accounting whereby revenues are recognized when they are earned and expenses are recognized when incurred. The enterprise fund is accounted for on a flow of economic resources measurement focus and a determination of net income and capital maintenance. With this measurement focus, all assets and all liabilities associated with the operation of this fund are included on the balance sheet. The purchase of various operating supplies are regarded as expenditures at the time purchased. D. Cash and Cash Equivalents Consistent with GASB 9, "Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmenta Entities That Use Proprietary Fund Accounting", the District defines cash and cash equivalents as follows: Cash - includes not only currency on hand but also demand deposits with banks or other financial institutions and other kinds of accounts that have the general characteristics of demand deposits in that the customer may deposit additional funds at any time and also effectively may withdraw funds at any time without prior notice or penalty. 



NOTE | D. 
DECEMBER 31. 1997 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) Cash and Cash Equivalents (Continued) Cash equivalentS - short term, highly liquid investments that are readily convertible to known amounts of cash and are so near their maturity that they present insignificant risk of changes in value because of intarest rates. GeneralI?, only investments with original maturities of three months or less qualify under this def'mition. E. Accumulated unpaid vacation All full time employees of the District are entitled to one week of vacation each year. This vacation time may not be carried over to the following year and does not vest or accumulate. Therefore, the District had no liability with respect to accumulated unpaid vacation at December 31, 1997. F. Receivables All receivables are reported at their gross value and, where applicable, are reduced by the estimated portion that is expected to be uncollectible. Estimated unbilled revenues from the enterprise fund are recognized at the end of each year on a pro rata basis. The estimated amount is based on billings during the month following the close of the year. G. Bad debts Uncollectible amounts are recognized as bad debts through the establishment of an allowance account at the time information becomes available which would indicate the uneollectibility of the particular receivable. At December 31, 1997, $0 were considered to be uncollectible. H. Prepaid items 
Payments to vendors for services that will benefit periods beyond December 31, 1997, are recorded as prepaid items. 1. Fixed Assets The proprietary fund is accounted for on a cost of service or "capital maintenance" measurement focus, and all assets and all liabilities (whether current or noncurrent) associated with its activities are included on its balance sheet. Depreciation of all exhaustible fixed assets used by the District is charged as an expense against its operations. Depreciation has been provided over the estimated useful lives using the straight-line method. Expenditures for maintenance, repairs and minor renewals are charged to earnings as incurred. Major expenditures for renewals and betterments are capitalized. The estimated useful lives are as follows: Water System Building Furniture and equipment Water distribution system 10 - 40 years 3 - 25 years 20 - 50 years 



W 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) J. Restricted Assets The Enterprise Fund, based upon certain bond covenants, is required to establish and maintain prescribed amounts of resources (consisting of cash and cash equivalents) that can be used only to service outstanding debt. These assets consist of cash money market accounts. K. Fund equity 

L. Comparative data 

N. Encumbrances Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure of monies are recorded in order to reserve that portion of the applicable appropriation, is not employed by the District. NOTE 2 CASH AND CASH EQUIVALENTS AND TIME DEPOSITS 

At December 3 I, 1997 and 1996, the District had cash and cash equivalents and time deposits totaling, $311,629 and $292,674, respectively, as follows: l0 



WATFRWORKS DI.qTRICT NCI 2 OF NATCHITOCHES PARISH 
NOTE 2 CASH AND CASH EQUIVALENTS AND TIME DEPOSITS (CONTINUED) 

Demand deposit accounts Time deposits Total 
1997 $ 116.62q 195.000 1996 $ 07 674 195,000 $ 292,675 Under state law, these 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 bank. As of December 31, 1997 and 1996, the District had $314,122, and $294,052, respectively, in bank deposits. These deposits were secured from risk at December 31, 1997 and 1996 by $314,122, and $294,052, respectively, of federal deposit insurance (GASB Category 1). NOTE 3 RESTRICTED ASSETS At December 31, the District had the following restricted assets: Capital additions and contingencies fund Customer's refundable meter deposits Revenue bond reserve fund Revenue bond sinking fund FHA Revenue bond and interest sinking fund FHA Revenue bond reserve fund FHA Depreciation and contingency fund Total NOTE 4 PROPERTY, PLANT, AND EQUIPMENT 

1997 $ 13,291 64,949 36,329 8,738 2,903 27,699 18,054 $ 171.963 
The following is a summary of property, plant, and equipment at December 31, 1997 
Land Building Furniture and equipment Water distribution system Totals 
Changes during the year Balance, beginning of year Additions: Building and equipment Water distribution system Depreciation Balance, end of year 

Useful Li~ 10-40 3- 25 20-50 
Cost $ 1,006 55,112 182,838 1.723.036 $ 1.961,992 
Accumulated Depreciation $ 0 (5,624) (119.598) _ (721.51Q) t846.732) 

1996 $ 12,056 62,983 36,329 9,566 2,801 25,644 15,812 $ 165,19_2 

Net $ 1,006 49,488 63,2a0 1.001.526 $ 1.115.6 
Cu~ent Year Den~ci~ion $ 0 2,436 14,320 __ 37.146 ~ 53,902 Accumulated Cyst Deoreciation Net $ I 929 121 $ (792,470) $ 1,136,651 29,087 3,784 0 $ 1,961.992 
29,087 3,784 (53.9021 $ t.115~20 11 



NOTE 5 OBLIGATIONS UNDER CAPITAL LEASE The Waterworks District is obligated under a capital lease agreement for the acquisition of a trencher. On March 2, 1996, the District entered a lease agreement for a trencher. The agreement provides for sixty (60) monthly payments of $723 22. At the maturity of the lease term, the District may purchase the trencher for one (1) dollar. The related payment obligations are recorded as current and long-term debt obligations in the Enterprise fund. The Waterworks District is obligated under a capital lease agreement for the acquisition of an office building. On January 12, 1994, the District entered a lease agreement for an office building. The agreement provides for one hundred and twenty 020) monthly payments of $330.35. Atthe maturity of the lease term, the District may purchase the office building for one (1) dollar. In accordance with FASB- 13, the District accounts for these leases as capital lease transactions. The cost of the trencher, $36,754, is included in the equipment account and the cost of the office building, $25,000 is included in the office budding account in the enterprise fund. The assets are being depreciated over their estimated useful lives. The related payment obligations are recorded as current and long-term debt obhgatmns in the enterprise fund. The following is a schedule of future minimum lease payments as of December 3 I, 1997 Year Ending December 31 1998 1999 2000 2001 2002 2003 Total minimum lease payments Less amount representing interest: Equipment - 6.98% rate Office Building - 10% rate Present value of minimum lease payments 

Tlenehcr $ ~,t~7~ 8,679 723 0 0 0 18,081 
(1,298) 

Office Buildine $ 3,964 3,964 3,964 3,964 3,964 3,964 23.784 0 (5.955) 17.829 

Total $ 12 o43 12,o43 4,687 3,964 3,964 _ 3,964 41.865 (1,298) _ (5,955] ~_ 34,612 The Waterworks District was not obligated under any operatmg leases at December 31, 1997 NOTE 6 LONG TERM-DEBT The following is a summary of debt transactions of the District for the year ended December 3 I, 1997 
Revenue Bonds-1968 Revenue Bonds-1979 Revenue Bonds-1987 Total 

Interest Maturity Amount Rate D~te Issued 5%&6% 1998 $ 415,000 5% 2004 249,000 5.75% 2026 350.000 $_..._ 1.014,000 
Amount - Out~landmg $ 2~ 000 108 000 ~16 448 $ 449,448 

;1-2 



NATCHEZ. l,Ol II%IANA NOTES TO q'l-IF FINANCIAL STA 1 FMENT,q (CONTINUED DECEMBER 3 I. 1997 
NOTE 6 LONG TERM-DEBT (CONTINUED) The annual requirements to amortize all debt outstanding as of December 31, 1997, including interest payments are as follows: Year Endmg De~ember31 1998 1999 2000 2001 2002 Thereafter Total 

Revenue Bond 1979 $ 18,400 18,750 19,050 18,300 18,550 37.650 $ 139,7oo NOTE 7 FLOW OF FUNDS; RESTRICTION ON USE 

Revenue Bond 1987 $ 22,691 22,691 22,691 22,691 22,69l ~21,882 $ ~3<,337 

Total $ 67,591 41,441 414741 40,991 41.24l __ ~59,532 L 702,<~7 
Under the terms of the bond indenture on outstanding Waterworks Revenue Bonds dated December 1, 1968, all income and revenues (hereafter referred to as revenue) of every nature, earned or derived from operation of the Waterworks System are pledged and dedicated to the retirement of said bonds, and are to be set aside into the following special funds: a) 
b) 
c) 

From "Waterworks System Fund", there must be paid all reasonable and necessary expenses of administration, operation and maintenance of the waterworks system. Each month, there will be set aside into a fund called the "Revenue Bond Sinking Fund" an amount constituting 1/12 of the next maturing installment of principal and 1/6 of the next maturing installment of interest on the outstanding bonds. Such transfers shall be fully sufficient to assure the prompt payment of principal and transfers shall be fully sufficient to assure the prompt payment of principal and interest installments as they become due, and may be used only for such payments. There shall also be set aside into a "Revenue Bond Reserve Fund" until there has been accumulated $36,270 representing the highest combined principal and interest requirements for the payment of maturing bonds and interest coupons for which sufficient funds are not on deposit in the Revenue Bond Sinking Fund and as to which there would otherwise be default. Funds will also be set aside into a "Capital Additions and Contingencies Fund" at the rate of $100 each month until the amount of $3,500 is on deposit in the fund. Money in this fund must be used to care for extensions, additions, improvements, renewals and replacements necessary to properly operate the waterworks system. A minimum balance of $3,500 must be maintained. Under the terms of the bond indenture on outstanding Waterworks Revenue Bonds dated 1979 and 1987, all of the previously stated requirements remain in effect and the following requirements are added: a) The establishment and maintenance of a "Waterworks Reserve Bond and Interest Sinking Fund" sufficient in amount to pay promptly and fully the principal of and the interest on the Bonds herein authorized and on the 13 



WATERWORKS DISTRICT NO. 2 OF NATCHITOCHES PARISH IqtqTC~. TO TMF FIN ANCI AI. RTATF~MF.NTS (CONTINUED 
NOTE 7 FLOW OF FUNDS; RESTRICTION ON USE (CONTINUED) 

b) 

c) 

Outstanding Parity Bonds as said Bonds severally become due and payable by transferring from said Waterworks System Fund to the regularly designated fiscal agent of the Borrower, monthly in advance on or before the 20th day of each month of each year a sum equal to one-twelfth (1/12) of the total amount of principal and interest falling due in the ensuing year, together with such additional proportionate sum as may be required to pay said principal and interest as the same respectively become due. The establishmem and maintenance of a "Waterworks Reserve Fund" by transferring from said Waterworks System Fund to the regularly designated fiscal agent bank of the Borrower, monthly in advance on or before the 20th day of each month of each year, beginning with the first month after completion of the improvements to the System, a sum at least equal to five per cent (5%) of the amount to be paid into the aforesaid Sinking Fund provided for in paragraph (a) above, the payments into said Reserve Fund a sum equal to the highest combined principal and interest falling due in any year on the Bonds and the Outstanding Parity Bonds, as a Debt Service Reserve, the money in said Reserve Fund is to be retained solely for the purpose of paying the principal of and interest on bonds payable from the said Sinking Fund as to which there would otherwise be default. The establishment and maintenance of a "Waterworks Depreciation & Contingency Fund" by transferring from said Waterworks System Fund to the regularly designated fiscal agent bank of the Borrower, monthly in advance on or before the 20th day of each month of each year commencing with the month following completion of the improvements to the System, the sum of One Hundred Eighty-Five dollars ($ 185.00) per month. Moneys in the Waterworks Depreciation and Contingency Fund shall also be used to pay the principal of and the interest on any bonds herein authorized for the payment of which there is not sufficient mouey in the Sinking or Reserve Funds, but if so used, such money shall be replaced by the Borrower as soon as possible thereafter, out of the earnings of the System after making the required payments into the respective funds hereinabove set out. Subject to the foregoing, which are cumulative, the balance of the excess funds on deposit in the Waterworks System Fund may be used by the Borrower for the purpose of calling and/or paying bonds or for such other lawful corporate purposes as the Governing Authority of the Borrower may determine. All or any part of the moneys on reserve in any of the aforesaid funds shall, at the written request of the Borrower, be invested in direct obligations of the United States of America or other obligations permitted by Louisiana law, maturing in five (5) years or less, in which event all income derived from such investments shall be added to the Sinking Fund, and such investments shall, to the extent at any time necessary, be liquidated and the proceeds thereof applied to the purposes for which said respective funds are herein created. NOTE 8 PENDING LITIGATION According to the District's legal counsel, there was no outstanding defensive litigation pending against the District at December 31. 1997. 
14 



NOTE 9 RISK MANAGEMENT The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters. The District maintains commercial insurance coverage covering each of those risks of loss. Management believes such coverage is sufficient to preclude significant uninsured losses to the District. Settled claims have not exceeded this commercial coverage in any of the past three fiscal years. NOTE 10 RETIREMENT COMMITMENTS All employees of the District are covered by the Social Security System. Employees contribute 6.20% of their total salary to the System, while the District contributes a like amount. For the years ended December 31, 1997 and 1996, total contributions to the system were $11,316 and $ t 1,414, respectively, of which the District contributed $5,658 and $5,707, respectively, and employees contributed $5,658 and $5,707, respectively. Total payroll for the years ended December 31, 1997 and 1996 was $91,256 and $92,054, respectively, and total payroll covered by the system was $91,256 and $92,054, respectively. Any future deficit in this system will be financed by the United States Government. The District has no further liability to the system for the years ended December 31, 1997 and 1996. Data concerning the actuarial status of the retirement system discussed above are not available. NOTE I 1 IN-SUBSTANCE-DEFEASANCE-GENERAL OBLIGATION BONDS DATED DEC. I, 1968 On May 26, 1993, the governing authority of the Waterworks District No. 2 of Natchitoches Parish, Natchez, Louisiana, elected to defease all outstanding 1968 general obligation bonds. On August 11, 1993, $73,666 was transferred to the First National Bank of Commerce, New Orleans, Louisiana in accordance with the Defeasance and Escrow agreement between the District and the bank. The transferred funds were used to purchase non-callable direct general obligations of the United States of America, the principal of and interest on which will be sufficient to pay, when due, the principal of and interest on the District's general obligation bonds to their maturity. These direct obligations of the United States have been deposited in an irrevocable trust with the escrow agent. Under the provisions of Chapter 14 of Titte 39 of the Louisiana Revised Statutes of 1950, as amended, the District's general obligation bonds have been defeased and are deemed to be paid and are no longer considered to be outstanding under the resolution adopted by the governing authority of the District pursuant to which the bonds were issued. The covenants, pledges, and obligations contained in the resolution have been discharged and the bonds are no longer entitled to any benefits under that resolution. Although the District is not legally released from being the primary obligor under the 1968 Public Improvement General Obligation Bonds, the possibility that the District will be required to make future payments with respect to this debt is remote. 

3.5 



OTHER SUPPLEMENTARY INFORMATION 
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COMPARAT1V E SCI-IF.D[ II .l~ OF C'CJ~Pl~KIRATINKI N~ ~~NI~Ah: 

BOARD MEMRER 

YEARS ENDED DECEMRI~.R ql Ioo7 ANn 100k 

James Scarborough Willie Charles John T. Batten, Jr. Clyde Masson James Rachal Leon Hamilton Richard Williamson Kenneth Prudhomme Emile Metoyer Norman Rachal James L. Johnson Donald D. Forest Total 

SCHEDULE 1 

907 MEETINGS 0 4 10 12 0 4 II II l0 II 8 8 48o 

996 

Supplementary information schedule. Presented as additional analytical data. 

AMOUNT 
$ 240 840 780 840 240 840 540 720 420 540 0 

3.7 



FRANK SHINES, CPA LEWt3 CHtNES, CPA E MERLIN SOUYRES, CPA JAY ~ SHEFFIELD CPA 
HINES, JACKSON & HINES CERTIFIED PUBLIC ACCOUNTANTS P O. BOX 218e NATCHITOCHES, LOUISIANA 71457 ~ELEPHONE I318) 352-545B F~~~ (3~Sl 3S2-~ 

A NEILL JACKSON, JR , CPA (Retired1 
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH President and Board of Commissioners Waterworks District No. 2 of Natchitoches Parish Natchez, Louisiana 71456 We have audited the component unit f'mancial statements of Waterworks District No. 2 of Natchitoches Parish, Natchez, Louisiana, a component unit of tb.e Natchitoches Parish Police Jury, as of and for the year ended December 31, 1997, and have issued our report thereon dated February 27, 1998. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditinu StJndards [s~ued by the Comptroller General of the United States. Compliance As part of obtaining reasonable assurance about whether the Waterworks District No.2's financial statements are free of material mtsstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statements amounts. However, providing an opinion on compliance with those provisions waS not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standard 

In planning and performing our audit, we considered the Waterworks District No. 2's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over l'mancial reporting Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknesses. A material weakness is a condition in whk h the design or operation of one or more of the internal control components does not reduce to a relatively low level the rtsk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its operations that we consider to be material weaknesses. This report is intended for the information of the management of the Waterworks District No.2 of Natohitoches Parish and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 
HINES, JACKSON & HINES Natchitoches, Louisiana February 27, 1998 
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WATERWORKS D1STRI~T NO ~ 01~ NATCI41TNCUI:~ laA RI~U SUMMARY SCHED1 II,E OF' PRIOR AITDtT TrTNF~t'N~g 
DECEMBER 31. 1997 

Fiscal Year Finding Initially Rel No_. Occurred Descriotion of Find 
Corrective Action Taken (Yes, No, Partiallv] Nothing came to our attention that would require disclosure under 
Planned Corrective Action/Partial Corrective Action Taken 
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NATCHEZ I NI II~IAI~A 

Description l~ef. N~ of Finding 
FOR FHE YEAR ENDED DECEMBER 3 I, 1007 Name(s) of Contact Person(s) Nothing came to our attention that would require disclosure under Government Auditin~ Standard 

SCHEDULE3 

Anticipated Completton _ Date 
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