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Independent Auditor’s Report

To the Board of Commissioners
St. Tammany Parish Fire Protection District No. 2

Report on Financial Statements
We have audited the accompanying financial statements of the governmental activities and each
major fund of St. Tammany Parish Fire Protection District No. 2 (the District), a component unit

of St. Tammany Parish, Louisiana, as of and for the year ended December 31, 2018, and the

related notes to the financial statements, which collectively comprise the District’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements

in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements. The procedures selected depend on the auditor's

judgment, including the assessment of the risks of material misstatement of the financial

statements, whether due to fraud or error. In making those risk assessments, the auditor

considers internal control relevant to the entity’s preparation and fair presentation of the financial

statements 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 entity’s internal control.

Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness

of accounting policies used and the reasonableness of significant accounting estimates made by

management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of the District
as of December 31, 2018, and the respective changes in financial position for the year then ended,
in accordance with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, the budgetary comparison information, and the schedules
required by Governmental Accounting Standards Board (GASB) Statement No. 68 on pages 5 - 6,
32, and 33 - 34, respectively, be presented to supplement the basic financial statements. Such
information, although not a 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 appropriate 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the District’s basic financial statements. The schedule of governing
board and the schedule of compensation, benefits, and other payments to agency head are
presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The schedule of governing board and the schedule of compensation, benefits, and other payments
to agency head, as required by Louisiana Revised Statute (LRS) 24:513 A(3), are the
responsibility of management and were derived from and relate directly to the underlying accounting
and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of
governing board and the schedule of compensation, benefits, and other payments to agency head
are fairly stated, in all material respects, in relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
April 29, 2019, on our consideration of St. Tammany Parish Fire Protection District No. 2’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, grant agreements, and other matters. The purpose of that report is solely
to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the St. Tammany
Parish Fire Protection District No. 2’s internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the District’s internal control over financial reporting and compliance.

o‘@m
A Professional Accounting Corporation

Covington, LA
April 29, 2019
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2

Management’s Discussion and Analysis
For the Year Ended December 31, 2018

As management of St. Tammany Parish Fire Protection District No. 2 (the District), we offer
this discussion and analysis of the District’s financial activities for the year ended
December 31, 2018.

As with other sections of this financial report, the information contained in this management’s
discussion and analysis (MD&A) should be considered only a part of the greater whole. The
readers of this statement should take time to read and evaluate all sections of this report, including

the footnotes and the other required supplementary information that are provided in addition to
this MD&A.

This annual report consists of a series of financial statements. The statement of net position and
the statement of activities on pages 8 and 9 provide information about the activities of the District
as a whole and present a longer-term view of the District’s finances. Fund financial statements
begin on page 10. These statements tell how these services were financed in the short-term as
well as what remains for future spending. The District is a component unit of St. Tammany Parish,
Louisiana. Its operations are conducted through a general fund.

Financial Highlights

Assets and deferred outflows of resources of the District exceeded its liabilities and deferred
inflows of resources on December 31, 2018 by $4,500,336 (net position). The District's net
position increased by $1,484,273, or 49%.

At the close of the current fiscal year, the District's governmental funds reported combined ending
fund balances of $6,341,121, which is a decrease of $93,608 in comparison with the prior fiscal
year. This amount includes $9,256 in the Capital Projects Fund and $736,673 in the 2016 Capital
Projects Fund which are restricted for capital outlay. The remaining fund balance of $5,595,192
is unassigned in the General Fund.

A summary of the basic government-wide financial statements is as follows:

Summary Statements of Net Position

2018 2017 Change
Assets
Current Assets $ 6,652,544 $ 6,777,649 $ (125,105)
Capital Assets, Net of Accumulated Depreciation 5,778,439 4,577,739 1,200,700
Total Assets 12,430,983 11,355,388 1,075,595
Deferred Outflows of Resources 1,187,293 670,926 516,367
Liabilities
Current Liabilities 593,648 650,221 (56,573)
Noncurrent Liabilities 7,907,411 7,858,005 49,406
Total Liabilities 8,501,059 8,508,226 (7,167)
Deferred Inflows of Resources 616,881 502,025 114,856
Net Position
Net Investment in Capital Assets 1,642,159 119,724 1,522,435
Restricted 745,929 1,378,453 (632,524)
Unrestricted 2,112,248 1,517,886 594,362
Total Net Position $ 4,500,336 $ 3,016,063 $ 1,484,273
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2

Management’s Discussion and Analysis
For the Year Ended December 31, 2018

Summary Statements of Activities

2018 2017 Change
Revenues
General Revenues

Ad Valorem Taxes $ 4,303,159 $ 4,022,450 $ 280,709
Supplemental Pay 202,565 - 202,565
Rentals 96,579 65,181 31,398
Fire Insurance Tax 75,640 222,965 (147,325)
State Revenue Sharing 66,856 64,893 1,963
Other Income 53,599 61,637 (8,038)
Interest Income 45,837 15,223 30,614
Grant Income - 118,083 (118,083)
Operating Contributions 185,580 161,344 24 236
Total Revenues 5,029,815 4,731,776 298,039

Expenses
Fire Protection 3,432,588 4,450,345 (1,017,757)
Interest on Long-Term Debt 112,954 138,616 (25,662)
Total Expenses 3,545,542 4,588,961 (1,043,419)
Change in Net Position $ 1,484,273 $ 142,815 $ 1,341,458

Capital Assets and Debt

In 2018, capital assets increased by $1,200,700, which was the result of equipment purchases
and construction of the new fire station for the current period. Total debt decreased by $321,735,
which was the result of making the required principal payments on certificates of indebtedness and
leases.

General Fund Budgetary Highlights
In 2018, actual revenues exceeded budget by $540,300 and actual expenditures exceeded
budget by $64,547.

Requests for Information

This financial report is designed to provide a general overview of the District’s finances for all
those with an interest in the District’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to Chief
Randy Hess, P.O. Box 795, Madisonville, Louisiana 70447 .
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2

MADISONVILLE, LOUISIANA
Statement of Net Position
December 31, 2018

Governmental
Activities
Assets
Cash and Cash Equivalents $ 2,590,705
Investments 134,762
Receivables - Ad Valorem Taxes, Net 3,799,103
Receivables - State Revenue Sharing 44 571
Receivables - Retirement Refund 50,767
Receivables - Other 31,750
Deposits 886
Capital Assets, Net of Accumulated Depreciation 5,778,439
Total Assets 12,430,983
Deferred Outflows of Resources
Deferred Outflows on Pension Obligation 1,187,293
Liabilities
Accounts Payable 90,767
Accrued Expenses 136,801
Accrued Interest 36,722
Noncurrent Liabilities
Compensated Absences 45 838
Net Pension Liability 4,054,651
Certificate of Indebtedness
Due Within One Year 255,000
Due in More than One Year 3,300,000
Capital Leases
Due Within One Year 74,358
Due in More than One Year 506,922
Total Liabilities 8,501,059
Deferred Inflows of Resources
Deferred Inflows on Pension Obligation 616,381
Net Position
Net Investment in Capital Assets 1,642,159
Restricted 745,929
Unrestricted 2,112,248
Total Net Position $ 4,500,336

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




ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2

MADISONVILLE, LOUISIANA
Statement of Activities
For the Year Ended December 31, 2018

Program Revenue Net (Expense)
Capital Operating Revenue and
Grants and Grants and Change in
Functions/Programs Expenses Contributions Contributions Net Position
Governmental Activities
Public Safety - Fire Protection $ 3432588 % - $ 185580 $ (3,247,008)
Interest on Long-Term Debt 112,954 - - (112,954)
Total Governmental Activities $ 3545542 % - $ 185,580 (3,359,962)
General Revenues
Ad Valorem Taxes 4,303,159
Supplemental Pay 202,565
Rentals 96,579
Other Income 75,640
State Revenue Sharing 66,856
Fire Insurance Tax 53,599
Interest Income 45,837
Total General Revenues 4,844 235
Change in Net Position 1,484,273
Net Position, Beginning of Year 3,016,063
Net Position, End of Year $ 4500336

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



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2

MADISONVILLE, LOUISIANA
Balance Sheet
Governmental Funds
December 31, 2018

2016 Total
General Capital Capital Governmental
Fund Projects Fund Projects Fund Funds
Assets
Cash and Cash Equivalents $ 1851745 $ 2287 $ 736673 $ 2,590,705
Investments 128,679 6,083 - 134,762
Receivables - Ad Valorem Taxes, Net 3,799,103 - - 3,799,103
Receivables - State Revenue Sharing 44 571 - - 44 571
Receivables - Retirement Refund 50,767 - - 50,767
Receivables - Other 31,750 - - 31,750
Deposits - 886 - 886
Total Assets $ 5906615 9 9256 § 736673 $ 6652544
Liabilities
Accounts Payable $ 90,767 $ - $ - $ 90,767
Accrued Expenses 136,801 - - 136,801
Total Liabilities 227 568 - - 227,568
Deferred Inflows of Resources
Unavailable Ad Valorem Taxes 83,855 - - 83,855
Fund Equity
Fund Balance
Restricted - 9,256 736,673 745,929
Unassigned 5,595,192 - - 5,595,192
Total Fund Equity 5,595,192 9,256 736,673 6,341,121
Total Liabilities, Deferred Inflows
of Resources, and Fund Equity $§ 5006615 $ 9256 § 736673 $ 6652544

The accompanying hotes are an integral part of these financial statements.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Reconciliation of the Governmental Fund Balance Sheet to the
Statement of Net Position

December 31, 2018

Total Fund Equity

Amounts reported for governmental activities in the statement of net
position are different because:

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.

Accrued interest on long-term liabilities is not reported in the
governmental funds.

Deferred inflows of resources - unavailable ad valorem taxes
are not reported on government-wide financial statements.

Deferred inflows of resources - pension used in governmental
activities are not financial resources and, therefore, are not reported
in the governmental funds.

Deferred outflows of resources - pension used in governmental
activities are not financial resources and, therefore, are not reported
in the governmental funds.

Long-term liabilities, including certificates of indebtedness, are not
due and payable in the current period and, therefore, are not
reported in the funds:

Net Pension Liability
Certificate of Indebtedness
Capital Leases
Compensated Absences

Net Position of Governmental Activities

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

$ 6,341,121

5,778,439

(36,722)

83,855

(616,881)

1,187,293

(4,054,651)
(3,555,000)
(581,280)
(45,838)

$ 4,500,336
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Statement of Revenues, Expenditures,

and Changes in Fund Balance

For the Year Ended December 31, 2018

2016 Total
Capital Capital Governmental
General Fund Projects Fund Projects Fund Funds
Revenues
Ad Valorem Taxes $ 4270888 % - $ - $ 4,270,888
Supplemental Pay 202,565 - - 202,565
Rentals 96,579 - - 96,579
Other Income 75,640 2,630 - 78,270
State Revenue Sharing 66,856 - - 66,856
Fire Insurance Tax 53,599 - - 53,599
Interest Income 43277 118 2,442 45 837
Total Revenues 4,809,404 2,748 2,442 4,814,594
Expenditures
Public Safety - Fire Protection
Salaries and Benefits 2,675,130 - - 2,675,130
Insurance 594,546 - - 594 546
Emergency Equipment 96,866 - - 96,866
Repairs and Maintenance 85,675 - - 85,675
Communications 66,524 - - 66,524
Professional Services 53,847 - - 53,847
Education and Training 53,136 - - 53,136
Miscellaneous 36,139 120 - 36,259
Utilities 35,809 - - 35,809
Fuel 25,853 - - 25,853
Other - - 21,214 21,214
Uniforms 10,383 - - 10,383
Operating Supplies 9,398 - - 9,398
Office Supplies 8,770 - - 8,770
Fire Prevention Expenses 7,947 - - 7,947
Travel 4,485 - - 4,485
Postage 543 - - 543
Drug Testing 335 - - 335
Advertising 94 - - 94
Capital Outlay 67,361 - 616,380 683,741
Debt Service
Principal 321,735 - - 321,735
Interest 115,912 - - 115,912
Total Expenditures 4,270,488 120 637,594 4,908,202
Net Change in Fund Balance 538,916 2,628 (635,152) (93,608)
Fund Balance, Beginning of Year 5,056,276 6,628 1,371,825 6,434,729
Fund Balance, End of Year $ 5595192 § 925 % 736673 % 6,341,121

The accompanying hotes are an integral part of these financial statements.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balance of the Governmental Funds
to the Statement of Activities

For the Year Ended December 31, 2018

Net Change in Fund Balance - Total Governmental Funds $ (93,608)

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period. 1,200,700

The issuance of long-term debt (e.g., certificates of indebtedness, leases)
provides current financial resources to governmental funds, while the
repayment of the principal of long-term debt cons umes the current financial
resources of governmental funds. Neither transaction, however, has any
effect on net position. Also, governmental funds report the effect of issuance
costs, premiums, discounts, and similar items when debt is first issued,
whereas, these amounts are deferred and amortized in the statement of
activities. This amount is the net effect of these differences in the treatment
of long-term debt and related items. 321,735

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds:

Change in Unavailable Ad Valorem Taxes 32,271

Governmental funds report retirement contributions as expenditures, but pension
expense on the statement of activities includes the change in net pension
liability as well as the change in deferred inflows and outflows of resources
related to pensions. 667

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures
in governmental funds :

Change in Compensated Absences Payable 19,550
Change in Accrued Interest Payable 2,958
Change in Net Position of Governmental Activities $ 1484273

The accompanying hotes are an integral part of these financial statements.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies

The accounting and reporting policies of St. Tammany Parish Fire Protection District
No. 2 (the District) conform to accounting principles generally accepted in the United
States of America applicable to government entities. The following is a summary of
significant accounting policies.

Reporting Entity

The District was created by St. Tammany Parish (the Parish) on January 15, 1953. The
District serves the area of Ward 1 of St. Tammany Parish. The District is governed by a
Board of Commissioners. Two Commissioners are appointed by the Parish and two are
appointed by the Town of Madisonville. The fifth member is selected by the other appointed
members and serves as board chairman.

The financial reporting entity consists of (a) the primary government, (b) organizations for
which the primary government is financially accountable, and (c) other organizations for
which the nature and significance of their relationship with the primary government are such
that exclusion would cause the reporting entity’s financial statements to be misleading or
incomplete.

Section 2100 of the Governmental Accounting Standards Board’s Codification of
Governmental Accounting and Financial Reporting Standards established criteria for
determining which component units should be considered part of St. Tammany Parish for
financial reporting purposes. The basic criterion for including a potential component unit
with the reporting entity is financial accountability.

The District is a component unit of the Parish because the Parish appoints members of
the District and because the Parish has determined that it would be misleading to not
include the District in the Parish’s Comprehensive Annual Financial Report (CAFR). The
accompanying financial statements present information only on the funds maintained
by the District and do not present information on the Parish, the general government
services provided by the Parish, or the governmental units that comprise the financial
reporting entity.

Basis of Presentation

The accompanying basic financial statements of the District have been prepared in conformity
with governmental accounting principles generally accepted in the United States of
America. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles. The
accompanying basic financial statements have been prepared in conformity with GASB
Statement No. 34, Basic Financial Statements - and Management's Discussion and Analysis
- for State and Local Governments, issued in June 1999.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies (Continued)

Basis of Presentation (Continued)

Government-Wide Financial Statements

The government-wide financial statements (i.e., the statement of net position and
statement of activities) report information on all of the nonfiduciary activities of the
District. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which
rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment is offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Program revenues include
1) charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for the governmental funds.

Fund Financial Statements

The District uses funds to maintain its financial records during the year. Fund accounting
is designed to demonstrate legal compliance and to aid management by segregating
transactions related to certain District functions and activities. A fund is defined as a
separate fiscal and accounting entity with a self-balancing set of accounts. The General
Fund of the District is classified as governmental. The emphasis of fund financial
statements is on major funds, each displayed in a separate column. A fund is considered
major if it is the primary operating fund of the District or the total assets, liabilities,
revenues, or expenditures of the individual governmental fund is at least 10% of the
corresponding total for all governmental funds.

The District reports the following major governmental funds:

General Fund
The General Fund is the primary operating fund of the District. It accounts for all the
financial resources except those that are required to be accounted for in other funds.

Capital Projects Fund

The Capital Projects Fund accounts for the proceeds of Series 2009 Certificate of
Indebtedness which was used to renovate the Oak Park and Weldon Poole Memorial
Fire Stations and purchase a ladder truck.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies (Continued)

Basis of Presentation (Continued)
Fund Financial Statements (Continued)

2016 Capital Projects Fund

The 2016 Capital Projects Fund accounts for the remaining proceeds of Series 2016
Certificate of Indebtedness which will be used to build two new fire stations, Station
21 and Station 24, to purchase a ladder truck, and to purchase new equipment.

Measurement Focus/Basis of Accounting

The amounts reflected in the governmental fund financial statements are accounted for
using the current financial resources measurement focus. With this measurement focus,
only current assets and current liabilities are generally included on the balance sheet. The
statement of revenues, expenditures, and changes in fund balance reports on the sources
(i.e., revenues and other financing sources) and uses (i.e., expenditures and other
financing uses) of current financial resources. This approach is then reconciled, through
adjustment, to the government-wide financial statements.

The amounts reflected in the governmental fund financial statements use the modified
accrual basis of accounting. Under the modified accrual basis of accounting, revenues
are recognized when susceptible to accrual (i.e., when they become both measurable and
available). Measurable means the amount of the transaction can be determined and
available means collectible within the current period or soon enough thereafter to pay
liabilities of the current period. The District considers all revenues available if they are
collected within 60 days after the fiscal year-end. Expenditures are recorded when the
related fund liability is incurred, except for interest and principal payments on general
long-term debt, which are recognized when payment is due, and certain compensated
absences and claims and judgments, which are recognized when the obligations are
expected to be liquidated with expendable available financial resources.

The government-wide financial statements are accounted for using the economic
resources measurement focus. The accounting objectives of this measurement focus are
the determination of operating income and changes in net financial position.

The government-wide financial statements are presented using the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recognized when earned
and expenses are recorded when the liability is incurred or economic asset used,
regardless of the timing of related cash flows.

Ad valorem taxes and state revenue sharing associated with the current fiscal period are
all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. The District considers ad valorem taxes to be available when
collected by the St. Tammany Parish Sheriff. All other revenue items are considered to
be measurable and available only when cash is received by the District.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies (Continued)

Budget and Budgetary Accounting

The Board of Commissioners adopted a budget for the General Fund. The budgetary
practices include public notice of the proposed budget, public inspection of the proposed
budget, and public hearings on the budget prior to adoption. Any amendment involving
increases in expenditures must be approved by the Board. Budgeted amounts included
in the accompanying financial statements include all amendments. All budgeted amounts
which are not expended or obligated through contracts lapse at year-end. The General
Fund budget is adopted on a basis consistent with accounting principles generally
accepted in the United States of America. The State supplemental pay is excluded from
the budget schedule since this amount is not part of the District’'s budgeted expense. The
General Fund had actual expenditures of $64,547 in excess of budgeted expenditures.

Compensated Absences

The District’s policy is to allow employees vacation pay based on length of service. Sick
leave is provided for by the District but is honcumulative and the employee’s right to
unused sick leave does not vest. Vacation pay is cumulative with any unpaid amounts
paid to employees upon separation from the District’s service. At December 31, 2018, the
District had compensated absences of $45,838, which is reported as a liability on the
statement of net position.

Cash, Cash Equivalents, and Investments

Cash includes amounts in interest-bearing demand deposits. Cash equivalents include
amounts in time deposits and those investments with original maturities of 90 days or
less. Under state law, the District may deposit funds in demand deposits, interest-bearing
demand deposits, money market accounts, or time deposits with state banks organized
under Louisiana law and national banks having their principal offices in Louisiana.

Under state law, the District may invest in United States bonds, treasury notes, or
certificates. These are classified as investments if their original maturities exceed 90
days; however, if the original maturities are 90 days or less, they are classified as cash
equivalents. Investments are stated at market value.

Receivables

Ad valorem tax receivable is reported net of estimated uncollectible amounts. The
allowance for uncollectible amounts was $179,022 which represents 4% of the total ad
valorem tax receivable at December 31, 2018. This estimate is based on the District’'s
history of collections within this revenue stream.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)

Deferred Outflows/Inflows of Resources

Deferred outflows of resources represent a consumption of net position that applies to
future periods and so will not be recognized as an outflow of resources (expense) until
then. Deferred inflows of resources represent an acquisition of net position that
applies to a future period and so will not be recognized as an inflow of resources
(revenue) until that time. The District had no deferred outflows/inflows of resources as
of December 31, 2018 and 2017.

Capital Assets

All capital assets are recorded at historical cost in the government-wide financial
statements. Depreciation of all exhaustible capital assets is charged as an expense
against operations.

The costs of hormal 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 District capitalizes equipment in excess of $2,500. In the fund financial statements,
capital assets are accounted for as capital outlay expenditures upon acquisition.

The following estimated useful lives and methods are used to compute depreciation:

Buildings and Improvements 15 - 40 Years Straight-Line
Vehicles S5-15Years Straight-Line
Machinery and Equipment 5-10 Years Straight-Line
Office Equipment 5-10 Years Straight-Line

Depreciation expense amounted to $264,127, for the year ended December 31, 2018.

Long-Term Debt

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the statement of net position. Bond premiums and
discounts are deferred and amortized over the lives of the bonds using the effective
interest method. Bonds payable are reported net of the applicable bond premium or
discount.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of
the debt issued is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses. Issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as debt service expenditures.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about
the fiduciary net position of the Firefighters’ Retirement System of Louisiana (the Plan)
and additions to/deductions from the Plan's fiduciary net position have been determined
on the same basis as they are reported by the Plan. For this purpose, benefit payments
(including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

Equity Classifications
In the government-wide financial statements, equity is classified as net position and
displayed in three components:

a. Net Investment in Capital Assets - Consists of capital assets including restricted
assets, net of accumulated depreciation, and reduced by the outstanding balances
of any bonds, mortgages, notes, or other borrowings that are attributable to the
acquisition, construction, or improvements of those assets.

b. Restricted Net Position - Consists of net position with constraints placed on its use
by either external groups or law.

c. Unrestricted Net Position - Consists of all other net position that does not meet the
definition of “restricted” or “net investment in capital assets.”

In the governmental fund financial statements, fund balances are classified as follows:

1. Restricted Fund Balance - Amounts that can be spent only for specific purposes
because of the District’s bond resolution, state or federal laws, or externally
imposed conditions by grantors, creditors, or citizens.

2. Unassigned Fund Balance - All amounts not included in other spendable
classifications.

When an expense is incurred for purposes for which both restricted and unrestricted net
position is available, the District’s policy is to apply restricted net position first.

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, expenditures, and expenses during the reporting period. Actual
results could differ from those estimates.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)

Adoption of New Accounting Policies

The GASB issued Statement No. 85, Omnibus 2017, in March 2017. The objective of
GASB 85 is to address practice issues that have been identified during implementation
and application of certain GASB Statements. This Statement addresses a variety of topics
including issues related to blending component units, goodwill, fair value measurement
and application, and postemployment benefits (pensions and other postemployment
benefits - OPEB). This implementation did not significantly impact the financial statements
or notes.

New Accounting Pronouncements

The GASB issued Statement No. 87, Leases, in June 2017. The objective of GASB 87 is
to better meet the information needs of financial statement users by improving accounting
and financial reporting for leases by governments. Under this Statement, a lessee is
required to recognize a lease liability and an intangible right-to-use lease asset, and a
lessor is required to recognize a lease receivable and a deferred inflow of resources.
Management is still evaluating the potential impact of adoption on the District’s financial
statements. This Statement will be effective for the District for the fiscal year ending
December 31, 2020.

Note 2. Cash and Cash Equivalents

The following is a summary of cash and cash equivalents (book balances) at
December 31, 2018:

Demand Deposits $ 2,590,705

These deposits are stated at cost, which approximates market.

Custodial Credit Risk - Deposits. Custodial creditrisk 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. As of December 31, 2018, the District had $2,732,658 in
deposits (collected bank balances) of which $2,482,658 was exposed to custodial credit
risk. Under state law, these deposits (or the resulting bank balances) 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. These securities are held in the
name of the pledging fiscal agent bank in a holding or custodial bank that is mutually
acceptable to both parties. As of December 31, 2018, the District's balances were fully
collateralized.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 3.

Investments

Investments of $134,762, which are stated at market using published quotes as of
December 31, 2018, are in the Louisiana Asset Management Pool (LAMP), a local
government investment pool.

LAMP is administered by LAMP, Inc., a non-profit corporation organized under the laws
of the State of Louisiana. Only local government entities having contracted to participate
in LAMP have an investment interest in its pool of assets. The primary objective of LAMP
is to provide a safe environment for the placement of public funds in short-term, high
quality investments. The LAMP portfolio includes only securities and other obligations
in which local governments in Louisiana are authorized to invest in accordance with
Louisiana Revised Statute (LRS) 33:2955.

GASB Statement No. 40, Deposit and Investment Risk Disclosure, requires disclosure of
credit risk, custodial credit risk, concentration of credit risk, interest rate risk, and foreign
currency risk for all public entity investments.

LAMP is a money market-like investment pool. The following facts are relevant for money
market-like investment pools:

o Credit risk. LAMP is rated AAAm by Standard & Poor’s.

o Custodial credit risk. LAMP participants’ investments in the pool are evidenced by
shares of the pool. Investments in pools should be disclosed, but not categorized,
because they are not evidenced by securities that exist in physical or book-entry
form. The public entity’s investment is with the pool, not the securities that make up
the pool; therefore, no disclosure is required.

e Concentration of credit risk: Pooled investments are excluded from the 5%
disclosure requirement.

o [nterest rate risk. LAMP is designed to be highly liquid to give its participants
immediate access to their account balances. LAMP prepares its own interest rate
risk disclosure using the weighted average maturity WAM) method. The WAM of
LAMP total investments was 43 days (from LAMP’s monthly statement of net
position) as of December 31, 2018.

e Foreign currency risk: Not applicable to money market-like pools.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 3. Investments (Continued)

The dollar weighted average portfolio maturity of LAMP assets is restricted to not more
than 90 days, and consists of no securities with a maturity in excess of 397 days. LAMP
is designed to be highly liquid to give its participants immediate access to their account
balances. The investments in LAMP are stated at fair value based on quoted market
rates. The fair value is determined on a weekly basis by LAMP and the value of the
position in the external investment pool is the same as the value of the pool shares.

LAMP, Inc. is subject to the regulatory oversight of the state treasurer and the board of
directors. LAMP is not registered with the SEC as an investment company.

If you have any questions, please feel free to contact the LAMP administrative office at
800-249-5267.

Note 4. Ad Valorem Taxes

Ad valorem taxes for the operations of the District 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 Parish. Assessed values are established by the
St. Tammany Parish Assessor's Office and the State Tax Commission at percentages of
actual value as specified by Louisiana law. A reevaluation of all property is required
to be completed no less than every four years. The last reevaluation was completed in
2016.

Note 5. 2% Fire Insurance Tax

The District is eligible for and receives a pro-rata share of the fire insurance tax collected
by the State of Louisiana. The amounts received by the District are based on the
population of the areas it serves. In accordance with Louisiana Revised Statutes, such
money shall be used only for the purpose of "rendering more efficient and efficacious” fire
protection, as the District shall direct.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 6. Capital Assets

Capital assets activity for the year ended December 31, 2018, was as follows:

Beginning Ending
Balance Increases Decreases Balance
Capital Assets Not Being Depreciated
Land $ 758250 % - $ - $ 758,250
Construction in Progress 732,245 556,565 (1,281,400) 7,410
Total Capital Assets Not
Being Depreciated 1,490,495 556,565 (1,281,400) 765,660
Capital Assets Being Depreciated
Buildings and Improvements 2,431,335 1,281,400 (5,681) 3,707,054
Vehicles 1,975,438 877,857 (316) 2,852,979
Machinery and Equipment 549,326 30,405 (20,215) 559,516
Office Equipment 83,564 - (34,435) 49,129
Total Capital Assets Being
Depreciated 5,039,663 2,189,662 (60,647) 7,168,678
Less Accumulated Depreciation for:
Buildings and Improvements (536,906) (82,002) 5,681 (613,227)
Vehicles (1,010,628) (138,011) 316 (1,148,323)
Machinery and Equipment (326,089) (42,557) 20,215 (348,431)
Office Equipment (78,796) (1,557) 34,435 (45,918
Total Accumulated Depreciation (1,952,419) (264,127) 60,647 (2,155,899)
Total Capital Assets Being
Depreciated, Net 3,087,244 1,925,535 - 5,012,779
Capital Assets, Net $ 4577739 §$ 2482100 $ (1281400 §$ 5778439

Note 7. Long-Term Debt

The following is a summary of debt transactions of the District for the year ended

December 31, 2018:

Certificate of

Indebtedness

January 1, 2018 $ 3,805,000
Issued -

Retired (250,000)

Total 3,555,000

Less: Current Maturities (255,000)

Total Long-Term Portion $ 3,300,000
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 7. Long-Term Debt (Continued)
Long-term debt consisted of the following at December 31, 2018:

$4,050,000 Certificate of Indebtedness dated April 25, 20186,
payable in annual principal installments of $245,000 -
$340,000, plus semi-annual interest at 2.50%, through
March 1, 2030, secured by ad valorem tax revenues. $ 3,555,000

The following is a schedule of future principal debt service requirements:

Year Ending Certificate of Indebtedness
December 31, Principal Interest
2019 $ 255,000 $ 85,688
2020 265,000 79,188
2021 270,000 72,500
2022 280,000 65,625
2023 285,000 58,562
2024-2028 1,530,000 181,250
2029-2030 670,000 16,875
Total $ 3555000 9 559,688

Note 8. Capital Leases

During the year ended December 31, 2018, the District entered into two lease agreements
for the acquisition of fire protection equipment. These lease agreements qualify as capital
leases for accounting purposes and, therefore, have been recorded at the present value
of their future minimum lease payments as of the inception date.

The lease agreements are described as follows:

Lease dated August 21, 2015 for the acquisition of a
Saber FR Pumper maturing on August 21, 2025,
with ten annual payments of $88,870 including
interest. $ 542 194

Lease dated May 13, 2016 for the acquisition of an
upgrade to the Saber FR Pumper maturing on
August 21, 2025, with ten annual payments of

$6,776 including interest. 39,086
581,280

Less: Due in One Year (74,358)
Capital Leases - Long-Term Portion $ 506,922
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 8.

Capital Leases (Continued)

The future minimum lease obligations and the net present value of these minimum lease
payments as of December 31, 2018, are as follows:

Year Ending

December 31, Amount
2019 $ 95,647
2020 95,647
2021 95,647
2022 95,647
2023 95,647
Thereafter 191,287
Total Minimum Lease Payments 669,522
Less: Amount Representing Interest (88,242)
Present Value of Minimum Lease Payments 3 581,280

At December 31, 2018, the book value of the leased equipment was $580,433.

Note 9. Louisiana Firefighters’ Retirement System Pension

Plan Description and Provisions

Substantially all employees of the District are members of the Firefighters’ Retirement
System of Louisiana (the System), a cost-sharing, multiple-employer defined benefit
pension plan administered by a separate board of trustees. Benefit provisions are
authorized within Act 434 of 1979 and amended by LRS 11:2251-11:2272. The following
is a brief description of the plan and its benefits and is provided for general information
purposes only. Participants should refer to the appropriate statutes for more complete
information.

Eligibility Requirements

Any person who becomes an employee as defined in LRS 11:2252 on and after
January 1, 1980 shall become a member as a condition of employment. No person
who has attained age 50 or over shall become a member of the System, unless the person
becomes a member by reason of a merger or unless the System received an application
for membership before the applicant attained the age of 50. No person who has not
attained the age of 18 years shall become a member of the System. Any person who has
retired from service under any retirement system or pension fund maintained basically for
public officers and employees of the state, its agencies, or political subdivisions, and who
is receiving retirement benefits therefrom may become a member of the System, provided
the person meets all other requirements for membership. Service credit from the
retirement system or pension plan from which the member is retired shall not be used for
reciprocal recognition of service with the System, or for any other purpose in order to attain
eligibility or increase the amount of service credit in the System.

25



ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 9. Louisiana Firefighters’ Retirement System Pension (Continued)

Retirement Benefits

Employees are eligible to retire at or after age 55 with at least 12 years of creditable
service or at or after age 50 with at least 20 years of creditable service. Upon retirement,
members are entitled to a retirement benefit, payable monthly for life, equal to three and
one-third percent of their final-average salary for each year of creditable service, not to
exceed 100% of their final-average salary. Final-average salary is the employee's
average salary over the 36 consecutive or joined months that produce the highest
average. Employees who terminate with at least 12 years of service and do not withdraw
their employee contributions may retire at or after age 55 (or at or after age 50 with at least
20 years of creditable service at termination) and receive the benefit accrued to their date
of termination. The System also provides death and disability benefits. Benefits are
established or amended by state statute.

Deferred Retirement Option Plan

After completing 20 years of creditable service at age 50 or 25 years at any age, a member
may elect to participate in the deferred retirement option plan (DROP) for up to 36 months.
Upon commencement of participation in DROP, employer and employee contributions to
the System cease. The monthly retirement benefit that would have been payable is paid
into the DROP account. Upon termination of employment, a participant in the program
shall receive, at his option, a lump-sum payment from the account or an annuity based on
the DROP account balance in addition to his regular monthly benefit. If employment is not
terminated at the end of the 36 months, the participant resumes regular contributions to
the System. No payments may be made from the DROP account until the participant
retires.

Initial Benefit Option Plan

Effective June 16, 1999, members eligible to retire and who do not choose to participate
in DROP may elect to receive, at the time of retirement, an initial benefit option (IBO) in
an amount up to 36 months of benefits, with an actuarial reduction of their future benefits.
Such amounts may be withdrawn or remain in the IBO account earning interest at the
same rate as the DROP account.

Employer Contributions

Employer contributions are actuarially determined each year. For the plan year ended
June 30, 2018, employer and employee contributions for members above the poverty line
were 26.50% and 10.0%, respectively. For the plan year ending June 30, 2019, employer
and employee contributions for members above the poverty line are 26.50% and 10.0%,
respectively.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 9. Louisiana Firefighters’ Retirement System Pension (Continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

At December 31, 2018, the District reported a liability of $4,054,651 for its proportionate
share of the net pension liability. The net pension liability was measured as of
June 30, 2018, and was determined by actuarial valuation as of that date. The District’s
proportion of the net pension liability was based on a projection of the District’s long-term
share of contributions to the pension plan relative to the projected contributions of all
governments, actuarially determined. At June 30, 2018, the District’s proportion was
.7049020%.

For the year ended December 31, 2018, the District recognized pension expense of
$492,912. At December 31, 2018, the District reported deferred outflows of resources
and deferred inflows of resources related to its pension from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between Expected and Actual Experience $ - $ 308,604
Net Difference between Projected and Actual
Earnings on Pension Plan Investments 263,653 -
Changes in Proportion 389,503 307,635
Changes in Assumptions 282,852 642
District Contributions Subsequent to the Measurement Date 251,285 -
Total $ 1187293 §$ 616881

In the year ending December 31, 2019, $251,285 reported as deferred outflows of
resources related to the District’s contributions subsequent to the measurement date will
be recognized. Other amounts reported as deferred inflows of resources and deferred
outflows of resources will be recognized in pension expense as follows:

Year Ending

December 31, Amount
2019 $ 209,388
2020 55,171
2021 (116,059)
2022 38,855
2023 78,796
2024 52,976
Total S 319127
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 9. Louisiana Firefighters’ Retirement System Pension (Continued)

Actuarial Assumptions
A summary of the actuarial methods and assumptions used in determining net pension
liability as of December 31, 2018, are as follows:

Valuation Date June 30, 2018

Actuarial Cost Method Entry Age Normal Cost

Expected Remaining Service Lives 7 Years

Investment Return 7.30%

Inflation Rate 2.70%

Salary Increases Vary from 15.0% in the first two
years of service to 4.75% after
25 years

Cost-of-Living Adjustments Only those previously granted

The mortality rate assumption used was set based upon an experience study performed
on plan data for the period July 1, 2009 through June 30, 2014. The data was then
assigned credibility weighting and combined with a standard table to produce current
levels of mortality. This mortality was then projected forward to a period equivalent to the
estimated duration of the System’s liabilities. Annuity values calculated based on this
mortality were compared to those produced by using a set-back of standard tables. The
result of the procedure indicated that the tables used would produce liability values
approximating the appropriate generational mortality tables.

The estimated long-term expected rate of return on pension plan investments was
determined using a building-block method in which best-estimate ranges of expected
future real rates of return (expected returns, net of pension plan investment expense and
inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real rates
of return by the target asset allocation percentage and by adding expected inflation.
The long-term expected nominal rate of return was 8.09%, as of June 30, 2018.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 9. Louisiana Firefighters’ Retirement System Pension (Continued)

Actuarial Assumptions (Continued)
Best estimates of real rates of return for each major asset class included in the System’s
target asset allocation as of June 30, 2018, are summarized in the following table:

Long-Term Expected
Target Asset Portfolio Real Rate
Asset Class Allocation of Return
Fixed Income 26% 1.76%
U.S. Equity 22% 6.14%
Non-U.S. Equity 22% 7.46%
Global Equity 10% 6.74%
Real Estate 6% 4.38%
Private Equity 4% 8.73%
Global Tactical Asset Allocation 5% 4.31%
Risk Parity 5% 4.89%
100%

Sensitivity to Changes in Discount Rate

The following presents the net pension liability of the District using the discount rate of
7.30% as well as what the liability would be if it were calculated using a discount rate that
is one percentage point lower (6.30%) or one percentage point higher (8.30%) than the
current rate:

Current
Discount
1% Decrease Rate 1% Increase
(6.30%) (7.30%) (8.30%)
District's Proportionate Share of the
Net Pension Liability $ 5916695 $ 4054651 $ 2,489,894

Note 10. 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.
During the year ended December 31, 2018, the District carried insurance through various
commercial carriers to cover all risks of loss. The District has no settled claims resulting
from these risks that exceeded its commercial coverage in any of the past three fiscal
years.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Notes to Financial Statements

Note 11. Excess Expenditures Over Appropriations

During the year ended December 31, 2018, the General Fund’s actual expenditures of
$4,067,923 exceeded the budgeted expenditures of $4,003,376, resulting in an
unfavorable variance of $64,547.

Note 12. On-Behalf Payments by the State of Louisiana
For the year ended December 31, 2018, the State of Louisiana made on-behalf payments
in the form of supplemental pay to thirty-five District firemen. In accordance with GASB

24, the District has recorded $202,565 of on-behalf payments as revenue and as salary
expense.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Schedule of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual - General Fund

For the Year Ended December 31, 2018

Variance with

Final Budget
Budget Favorable
Original Final Actual {Unfavorable)
Revenues
Ad Valorem Taxes $ 3,894,830 $ 3,894,830 $ 4,270,888 $ 376,058
Rentals 4,309 4,309 96,579 92,270
Other Income 50,400 50,400 75,640 25,240
State Revenue Sharing 57,000 57,000 66,856 9,856
Fire Insurance Tax 60,000 60,000 53,599 (6,401)
Interest Income - - 43,277 43,277
Total Revenues 4,066,539 4,066,539 4,606,839 540,300
Expenditures
Public Safety - Fire Protection
Salaries and Benefits 2,470,418 2,470,418 2,472,565 (2,147)
Insurance 531,382 531,382 594,546 (63,164)
Emergency Equipment 72,000 72,000 96,866 (24,866)
Repairs and Maintenance 85,675 85,675 85,675 -
Communications 66,000 66,000 66,524 (524)
Professional Services 66,700 66,700 53,847 12,853
Education and Training 36,000 36,000 53,136 (17,136)
Miscellaneous 34,300 34,300 36,139 (1,839)
Utilities 54,000 54,000 35,809 18,191
Fuel 25,853 25,853 25,853 -
Uniforms 10,383 10,383 10,383 -
Operating Supplies 9,398 9,398 9,398 -
Office Supplies 8,770 8,770 8,770 -
Fire Prevention Expenses 7,000 7,000 7,947 (947)
Travel 4,485 4,485 4,485 -
Postage 543 543 543 -
Drug Testing 335 335 335 -
Advertising 94 94 94 -
Capital Outlay 82,393 82,393 67,361 15,032
Debt Service
Principal 437,647 437,647 321,735 115,912
Interest - - 115,912 (115,912)
Total Expenditures 4,003,376 4,003,376 4,067,923 (64,547)
Net Change in Fund Balance $ 63,163  $ 63,163 538,916 _$ 475753
Fund Balance, Beginning of Year 5,056,276
Fund Balance, End of Year $ 5595192

e ——————

See independent auditor’s report.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Schedule of District’s Proportionate Share of the
Net Pension Liability

For the Year Ended December 31, 2018

2018 2017 2016

District's Portion of the Net Pension Liability 0.704902% 0.637457% 0.615279%
District's Proportionate Share of the Net Pension Liability $ 4,054,651 $ 3,653,807 $ 4,024,481
District's Covered Payroll $ 1,770,991 $ 1,440,171 $ 1,385586
District's Proportionate Share of the Net Pension Liability

as a Percentage of its Covered Payroll 228.95% 253.71% 290.45%
Plan Fiduciary Net Position as a Percentage of the

Total Pension Liability 74.76% 73.55% 68.16%

This schedule is intended to show information for 10 years. Additional years will be displayed as they become
available.

See independent auditor’s report.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2

MADISONVILLE, LOUISIANA
Schedule of District’s Contributions
For the Year Ended December 31, 2018

2018 2017 2016
Contractually Required Contribution $ 490640 $ 404163 % 363,953
Contributions in Relation to the Contractually
Required Contribution (490,640) (404,163) (363,953)
Contribution Deficiency (Excess) 3 - $ - $ -
District's Covered Payroll $ 1851472 $ 1581412 §$ 1385586
Contributions as a Percentage of Covered Payroll 26.50% 25.56% 26.27%

This schedule is intended to show information for 10 years.
available.

See independent auditor’s report.

Additional years will be displayed as they become
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Schedule of Governing Board

December 31, 2018

Governing Board Compensation

Rosalie Boudreaux $ -
201 Hawthorne Hollow Drive
Madisonville, LA 70447

Myron Bourg $ -
P. O. Box 607

Madisonville, LA 70447

Dale Shows $ 1,100
602 Pine Street
Madisonville, LA 70447

Mike Murphy $ -
176 Coquille Drive
Madisonville, LA 70447

Keith Dennis $ -
161 River Lane
Madisonville, LA 70447

See independent auditor’s report.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

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

For the Year Ended December 31, 2018

Agency Head
Chief Randy Hess

Purpose Amount
Salary $108,877 *
Benefits - Insurance $14,410**
Benefits - Retirement $28,852 ***
Benefits - Other $869
Car Allowance $0
Vehicle Provided by Government $0
Per Diem $0
Reimbursements $0
Travel $0
Registration Fees $75
Conference Travel $207
Continuing Professional Education Fees $0
Housing $0
Unvouchered Expenses $0
Special Meals $0

* This amount represents gross salary, including State supplemental pay of $6,000.
** This is the employer portion of the insurance expense.
*** This is the employer portion of the retirement contribution.

See independent auditor’s report.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Independent Auditor’s Report

To the Board of Commissioners
St. Tammany Parish Fire Protection District No. 2

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of
the governmental activities and each major fund of St. Tammany Parish Fire Protection District
No. 2 (the District), a component unit of St. Tammany Parish, Louisiana, as of and for the year
ended December 31, 2018, and the related notes to the financial statements, which collectively
comprise the District’'s basic financial statements, and have issued our report thereon dated
April 29, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

nt businesses and
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement 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 instance
of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the District’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the District’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative
Auditor as a public document.

Défoda
A Professional Accounting Corporation

Covington, LA
April 29, 2019
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Schedule of Findings and Responses

For the Year Ended December 31, 2018

Part | - Summary of Auditor's Results

Financial Statements

1. Type of auditor’'s report issued: Unmodified

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

a. Material weaknesses identified? No
b. Significant deficiencies identified? No
¢. Noncompliance material to the financial statements? No
d. Other matters identified? No
3. Management letter comment provided? No

Federal Awards

Not applicable.

Part Il - Findings Related to the Financial Statements

None.

Part Ill - Compliance and Other Matters

None.
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ST. TAMMANY PARISH FIRE PROTECTION DISTRICT NO. 2
MADISONVILLE, LOUISIANA

Schedule of Prior Audit Findings
For the Year Ended December 31, 2018

None.
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AGREED-UPON PROCEDURES REPORT
St. Tammany Parish Fire Protection District No. 2

Independent Accountant’s Report
On Applying Agreed-Upon Procedures

For the Period of January 1, 2018 - December 31, 2018

To the Management of
St. Tammany Parish Fire Protection District No. 2
and the Louisiana Legislative Auditor:

We have performed the procedures enumerated below as they are a required part of the
engagement. We are required to perform each procedure and report the results, including any
exceptions. Management is required to provide a corrective action plan that addresses all
exceptions noted. For any procedures that do not apply, we have marked “not applicable.”

Management of the St. Tammany Parish Fire Protection District No. 2 (the District), a component
unit of St. Tammany Parish, Louisiana, is responsible for its financial records, establishing internal
controls over financial reporting, and compliance with applicable laws and regulations. These
procedures were agreed to by management of the District and the Legislative Auditor, State of
Louisiana, solely to assist the users in assessing certain controls and in evaluating management's
assertions about the District's compliance with certain laws and regulations during the period of
January 1, 2018 through December 31, 2018, in accordance with Act 774 of 2014 Regular
Legislative Session. The sufficiency of these procedures is solely the responsibility of the District
and the Legislative Auditor. Consequently, we make no representation regarding the sufficiency
of the procedures described below either for the purpose for which this report has been requested
or for any other purpose.

The procedures and associated results are as follows:

Bank Reconciliations

1. Obtain and inspect the entity’s written policies and procedures over bank reconciliations and
observe that they address (1) monthly bank statement reconciliations, (2) review of all bank
reconciliations by someone independent of cash receipt and disbursement functions, and (3)
process for addressing items outstanding for more than 12 months from the statement closing
date, if applicable.

LOUISIANA « TEXAS

An Independently Owned Member, RSM US Alliance

of RSM Internatic

sgh RSM US LLP but a




Results: VWe obtained and inspected the District’s written policies and procedures over bank
reconciliations and noted the policies and procedures address (1) monthly bank statement
reconciliations, and (2) review of all bank reconciliations by someone independent of cash
receipt and disbursement functions. VWe noted the policies and procedures did not address
(3) process for addressing items outstanding for more than 12 months from the statement
closing date.

2. Obtain a listing of client bank accounts for the fiscal period 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:

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

b) Bank reconciliations include evidence that a member of management/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 that it has researched reconciling items that
have been outstanding for more than 12 months from the statement closing date, if
applicable.

Results: We obtained a listing of the District's bank accounts for the fiscal period from
management and obtained management’s representation that the listing is complete. We
selected the District’s main operating account and 4 additional accounts.

For procedures 2a and 2b, no exceptions were noted in our testing. Procedure 2¢c was not
applicable in our testing.

Board (or Finance Committee, if applicable)

3. Obtain and inspect the entity’s written policies and procedures over budgeting and observe
that they address preparing, adopting, monitoring, and amending the budget.

Results: We obtained and inspected the District's written policies and procedures over
budgeting and observed they addressed preparing, adopting, monitoring, and amending the
budget.

4. Obtain and inspect the board/finance committee minutes for the fiscal period, as well as the
board’s enabling legislation, charter, bylaws, or equivalent document in effect during the fiscal
period, and

a) Observe that the board/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.

b) Observe that the minutes referenced or included monthly budget-to-actual comparisons
on the general fund.



Results: We obtained and inspected the District’s board/ finance committee minutes for the
fiscal period, as well as the board’s enabling legislation in effect during the fiscal period. For
procedures 4a and 4b, no exceptions were noted in our testing.

Ethics

5. Obtain and inspect the entity’s written policies and procedures over ethics and observe that
they address each of the following:
a) The prohibitions as defined in Louisiana Revised Statute 42:1111-1121;
b) Actions to be taken if an ethics violation takes place;
¢) System to monitor possible ethics violations; and
d) Requirement that all employees, including elected officials, annually attest through
signature verification that they have read the entity’s ethics policy.

Results: We obtained and inspected the District’s written policies and procedures over ethics.
For procedures 5a through 5d, we noted no exceptions in our testing.

6. Obtain a listing of employees (and elected officials) and obtain management’s representation
that the listing is complete. Randomly select five employees/officials, obtain ethics
documentation from management, and:

a) Observe that the documentation demonstrates each employee/official completed one hour
of ethics training during the fiscal period; and

b) Observe that the documentation demonstrates each employee/official attested through
signature verification that he or she has read the entity’s ethics policy during the fiscal
period

Results: We obtained a listing of employees (and elected officials) and obtained
management’s representation that the listing is complete. We randomly selected 5 employees
for testing. For procedures 6a and 6b, we noted no exceptions in our testing.

Non-Capitalized Asset Disposal (e.g. appliances, air conditioners, exercise equipment)

7. Obtain and inspect the entity’s written policies and procedures over disposal/surplus of non-
capitalized assets (e.g. appliances, air conditioners, exercise equipment) and observe that
they address the following: 1) criteria for disposal/surplus of non-capitalized assets, (2)
requirement for disposal requisition or equivalent documentation, to include reason for
disposal, asset description, and (3) review and approval in writing of disposal/surplus
requisition or equivalent documentation by someone other than person initiating the asset
disposal/surplus request.

Results: We obtained and inspected the District's written policies and procedures over
disposal/surplus of non-capitalized assets and noted the written policies and procedures
addressed requirements (1), (2), and (3).



8. Obtain a listing of non-capitalized assets disposed/surplused during the fiscal period, or
alternately obtain all disposal requisitions/equivalent documentation for the fiscal period.
Obtain management’s representation that the listing or population of requisitions/equivalent
documentation is complete.

Results: We obtained a listing of non-capitalized assets disposed/surplused during the fiscal
period and obtained management’s representation that the listing is complete.

9. Randomly select 10 assets from procedure #8 and observe that the entity followed those best
practices identified in procedure #7 (regardless of whether the practices were formalized in
written policies and procedures).

Results: From the list obtained in procedure 8, we randomly selected 10 assets and tested
for the best practices identified in procedure 7. We noted no exceptions in our testing.

The agreed-upon procedures engagement was performed in accordance with attestation
standards established by the American Institute of Certified Public Accountants and applicable
standards of Government Auditing Standards. We were no engaged to and did not conduct an
examination or review, the objective of which would be the expression of an opinion or conclusion.
Accordingly, we do not express such an opinion or conclusion. Had we performed additional
procedures, other matters might have come to our attention that would have been reported to
you.

This report is intended solely for the use of management of St. Tammany Parish Fire Protection
District No. 2 and the Legislative Auditor, State of Louisiana, and should not be used by those
who have not agreed to the procedures and taken responsibility for the sufficiency of the
procedures for their purposes. Under Louisiana Revised Statute 24:513, this report is distributed
by the Legislative Auditor as a public document.

Dé]m
A Professional Accounting Corporation

Covington, Louisiana
June 7, 2019
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RE: Act 774 Agreed upon Procedures

The management of the St. Tammany Parish Fire District No. 2 wishes to provide the following responses relative to the
results of the 2018 Act 774 agreed-upon procedures engagement:

1.Bank reconciliations — The District will amend our policies and procedures over bank reconciliations to include the proc
ess for addressing items outstanding for more than 12 months from the statement closing date.

Since re
%

Myron Bourg Chairman



