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Independent Auditor’s Report

Michael Bradford and Board Members of the
Gas Utility District No. 2 of East Feliciana Parish
5449 Highway 19

Ethel, Louisiana 70730

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of the Gas Utility District No. 2
of East Feliciana Parish (Gas District), a component unit of East Feliciana Parish, Louisiana, as of and for the year
ended August 31, 2018, and the related notes to the financial statements, which collectively comprise the Gas
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 the 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 Gas District’'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 Gas District'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.




Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities of the Gas District as of August 31, 2018, and the respective changes
in financial position for the year then ended in conformity 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 on pages 3 through 6 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 the 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 inquires, 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Gas District’s basic financial statements. The supplemental information schedules listed in the table of contents
are presented for the purpose of additional analysis and are not a required part of the financial statements.

Other Supplementary Information

The other supplemental information schedules listed in the table of contents are the responsibility of management
and was derived from and relates 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 information is 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 a report dated February 25, 2019, on our
consideration of the Gas District's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is 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 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 Gas
District's internal control over financial reporting and compliance.

Bk el

McDuffie K. Herrod, Ltd. '~
A Professional Accounting Corporation
February 25, 2019
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GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
MANAGEMENT'S DISCUSSIONAND ANALYSIS
AUGUST 31,2018

Management's Discussion and Analysis (MD&A) is a required element of the reporting model adopted by
the Governmental Accounting Standards Board (GASB) in Statement No. 34. Its purpose s to provide
an overview of the financial activities of the District based on currently known facts, decisions and/or
conditions. It should be read in conjunction with the financial report taken as a whole.

FINANCIAL HIGHLIGHTS

. The Gas District's assets exceeded it's liabilities by $1,051,559.
OVERVIEW OF THE FINANCIAL STATEMENT PRESENTATION

The financial statements are comprised of these components - (1) management's discussion and analysis,
(2) fund financial statements, (3) notes to the financial statements and (4) supplementary information.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Gas District uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. The Gas
District has one category of funds: proprietary funds.

Proprietary Fund. The Gas District maintains only one type of proprietary fund - enterprise fund.

Enterprise Funds are used to report the functions financed and operated in a manner similar to
private business where the intent of the governing body is that the cost (expenses including depreciation)
of providing services on a continuing basis be financed or recovered primarily through user charges. The
Gas District uses an enterprise fund to account for gas services provided to customers within its
boundaries.

Statements include the following:

Statement of Net Position. This statement presents information on all of the Gas District's assets, deferred out
flows of resources, liabilities and inflows of resources with the difference between them reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the District is improving or not.

Statements of Revenues, Expenses, and Changes in Net Position. This statement presents information
showing how the District's net position changed during the most recent year. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. This statement is designed to show the District's financial reliance on general revenues.

Statement of Cash Flows. The change in cash as a resuit of current year operations is depicted in this
statement. The cash flow statement includes a reconciliation of operating income (loss) to the net cash
provided by or used for operating activities as required byGASB No. 34.

The fund financial statements can be found on pages 7-10 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Supplementary Information. In addition to the basic financial statements and accompanying notes, this
report also presents certain supplementary information concerning the Gas District's activity such as




GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
MANAGEMENT'S DISCUSSIONAND ANALYSIS
AUGUST 31,2018

compensation paid to agency head and board members.

Other Information. Additionally, this report also presents certain other information that is deemed helpful to the
users of this report.

FINANCIAL ANALYSIS OF THE DISTRICT

Net position is an indicator of the District's financial position from year to year. A summary of net position
follows.

SUMMARY OF NET POSITION
Business-type Activities

2018 2017
Assets
Current assets $760,578 $ 634,838
Investments (unrestricted portion) 139,066 97,141
Restricted assets 196,753 236,751
Capital assets, net 257,483 289,420
Other assets 15 15
Total assets 1,353,895 1,258,165

Liabilities
Current liabilities 207,946 117,130
Non-current liabilities 94,390 95,925

Total liabilities 302,336 213,055
Net Position
Net investment in capital assets 257,483 289,420
Restricted 196,753 236,751
Unrestricted 597,323 518,939

Net Position $ 1,051,559 $ 1,045,110

A summary of changes in net position is as follows:

SUMMARY OF CHANGES IN NET POSITION
Business-type Activities

2018 2017
Revenues
Operating $ 669,290 $ 570414
Non-operating 8,656 8,587
Total Revenues 677,946 579,001




GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
MANAGEMENT'S DISCUSSIONAND ANALYSIS
AUGUST 31,2018

Expenditures

Operating 671,497 599,097
Non-operating 0 0

Total Expenditures 671,497 599,097
Change in net position 6,449 (20,096)
Net position, beginning 1,045,110 1,065,206
Net position, ending $ 1,051,559 $ 1,045,110

Cash flow activity of the District for the past two years is as follows:

SUMMARY OF CASH FLOWS

2018 2017

Cash and cash equivalents provided by (used for)

Operating activities 118,340 21,478
Non-capital financial activities 0 0
Capital and related financing activities (2,835) 100,000
Investing activities 8,656 1,940
Net change in cash and cash equivalents 124,161 123,418
Cash and cash equivalents, beginning of year 595,393 471,975
Cash and cash equivalents, end of year 719,554 595,393

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets: The District's investment in capital assets, net of accumulated depreciation and related debt at

August 31, 2018 and 2017, was $257,483 and $289,420, respectively. There were no capital expenditures in
the current year.




GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
MANAGEMENT'S DISCUSSIONAND ANALYSIS

AUGUST 31,2018

Capital assets at year-end are summarized as follows:

Capital Assets
Net of Accumulated Depreciation

Non-depreciable Assets 2018

2017

$ 31,000

Depreciable Assets
Gas distribution system
Furniture office equipment
Machinery & equipment
Vehicle

Building and Improvements

$ 31,000

169,739
176
17,986
23,997
56,522

Capital Assets Net $

$ 289,420

Debt Administration: The Gas District secured a loan in the amount of $100,000 from Landmark Bank in August
2017. The proceeds are being used to extend service to Linwood Estates.

REQUEST FOR INFORMATION:

This financial report is designed to provide a general overview of the Gas District's finances, comply with
finance-related laws and regulations, and demonstrate the Gas District's commitment to public accountability.
Any questions or requests for additional information can be obtained by contacting Vicki Stalnaker, Gas Utility

District No. 2 of East Feliciana Parish. P.O. Box 9. Clinton, Louisiana 70722 or 225-683-9416.
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GAS UTILITY DISTRICT NO. 2
STATEMENT OF NET POSITION
August 31, 2018

Business-Type

Activities
ASSETS
Current Assets:
Cash and cash equivalents $ 719,554
Investments 139,066
Receivables, net 28,065
Inventory 4,839
Prepaid Expenses 8,120
Capital assets, net 257,483
Restricted assets:
Investments 196,753
Other Assets
Deposits 15
Total Assets 1,353,895
LIABILITIES
Current Liabilities:
Accounts payabie 81,184
Payroll related withholdings and related payables 24,399
Customer deposits 99,588
Note Payable - Current Portion 2,775
Total Current Liabilities 207,946
Non-Current Liabilities:
Note Payable - Long term portion 94,390
Total Non-Current Liabilities 94,390
Total Liabilities 302,336
NET POSITION
Net investment in capital assets 257,483
Restricted 196,753
Unrestricted 597,323

Net Position $ 1,051,559

See Accompanying Notes and Independent Auditor's Report
7




GAS UTILITY DISTRICT NO. 2
STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN NET POSITION
FOR THE YEAR ENDED AUGUST 31, 2018

Business-Type

Activities
OPERATING REVENUES
Charges for services
Gas Sales 3 660,774
Reconnection charges $ 315
Tap fees 5,800
Miscellaneous refunds / reimbursements 2,401
Total Operating Revenue 669,290
OPERATING EXPENSES
Administrative $ 41,492
Depreciation 31,938
Employee and related expenses 288,174
Occupancy 1,954
Gas purchases 149,774
Personal services 158,165
Total Operating Expenses 671,497
Operating Loss 3 (2,207)
NON-OPERATING REVENUES (EXPENSES)
Interest earned $ 8,656
Donations -
Interest expense
Total Non-Operating Revenues (Expenses) 8,656
Change in Net Position 6,449
Net Position, beginning 1,045,110
Net Position, ending 3 1,051,559

See Accompanying Notes and Independent Auditor’s Report
8



GAS UTILITY DISTRICT NO. 2
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED AUGUST 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers/grantors

Cash paid to suppliers for goods/services

Cash paid to employees for services

Net Cash Provided by Operating Activities

CASH FLOWS FROM NON-CAPITAL
FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES
Principal Payments on Notes

Net Cash Provided by (Used for)
Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interested received from savings/certificates of deposit

Net Cash Provided by Investing Activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, beginning of year

Cash and Cash Eguivalents, end of year

Business-Type
Activities

$ 669,244
(276,049)

(274,855)
118,340

(2,835)

(2,835)

8,656

8,656

124,161

595,393

$ 719,554

See Accompanying Notes and Independent Auditor's Report
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GAS UTILITY DISTRICT NO. 2
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED AUGUST 31, 2018

Business-Type

Activities
RECONCILIATION OF OPERATING LOSS TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
Operating profit 6,449
Adjustments to Reconcile Operating Loss to Net
Cash Provided by Operating Activities;
Depreciation 31,938
(Increase) decrease in assets:
Accounts receivable (46)
Prepaid expenses (277)
Increase (decrease) in liabilities:
Accounts payable 75,829
Payroll related payables 1,337
Customer deposits 3,110
Net Cash Provided by Operating Activities 118,340
Cash Presentation on Statement of Net Assets:
Current Assets: Cash and cash equivalents 719,554
Restricted Assets: Cash and cash equivalents 196,753
Cash and Cash Equivalents, end of year $ 916,307

See Accompanying Notes and Independent Auditor's Report
10




GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
ETHEL, LOUISIANA
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2018

INTRODUCTION

The Gas Utility District No. 2 of East Feliciana Parish (hereinafter referred to as the Gas District),
located in Ethel, Louisiana, was created by the East Feliciana Parish Police Jury as allowed under
Louisiana R.S. 33:4301 in 1970. It operated under a president-board form of government whose
appointments are made by the East Feliciana Parish Police Jury. The Gas District was created to
provide gas services to the citizens of East Feliciana Parish residing within the boundaries of the
Gas District.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation: The accounting and reporting practice of the Gas District conforms to
governmental accounting principles generally accepted in the United States of America. Such
accounting and reporting procedures aiso conform to the requirements of La. Revised Statute
24:513 and to the guidelines set forth in the Louisiana Governmental Audit Guide, and to the
industry audit guide, Audits of State and Local Governmental Units.

Financial Reporting Entity: Section 2100 of the GASB Codification of Governmental Accounting
and Financial Reporting Standards (GASB Codification) established criteria for determining the
governmental reporting entity and component units that should be included within the reporting
entity. For financial reporting purposes, in conformance with GASB Codification Section 2100, the
East Feliciana Parish Police Jury is the reporting entity for East Feliciana Parish. The Gas District is
considered a component unit of the East Feliciana Parish Police Jury because the Police Jury
appoints a voting majority of the Gas District’'s governing body and its services are rendered within
the Police Jury's boundaries. The accompanying financial statements present information only on
the fund(s) maintained by the Gas District and do not present information on the Police Jury, the
general government services provided by that governmental unit or the other governmental units that
comprise the financial reporting entity.

Fund Accounting: The Gas District uses funds to report on its financial position and the results of
its operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions relating to certain government functions or activities. A
fund is a separate entity with a self-balancing set of accounts. Funds of the Gas District are
classified into one category: proprietary. This fund classification is described below.

Proprietary Fund: Proprietary funds account for activities similar to those found in the private
sector, where the determination of net income is necessary or useful to sound financial
administration. Proprietary funds differ from governmental funds in that their focus is on income
measurement, which, together with the maintenance of equity, is an important financial indicator.
Proprietary funds of the Gas District include:

1. Enterprise Fund - account for operations (a) 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 that periodic determination of revenues earned,
expenses incurred, and/or net income is appropriate for capital maintenance, public policy,
management control, accountability or other purposes.

11




GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
ETHEL, LOUISIANA
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2018
Basis of Accounting/Measurement Focus: In April of 1984, the Financial Accounting Foundation
established the Governmental Accounting Standards Board (GASB) to promulgate generally
accepted accounting principles and reporting standards with respect to activities and transactions of
state and local governmental entities. The GASB has issued a Codification of Governmental
Accounting and Financial Reporting Standards (GASB Codification). This codification, and
subsequent GASB pronouncements, is recognized as generally accepted accounting principles for
state and local governments. The accompanying financial statements have been prepared in
accordance with such principles.

The type of financial statement presentation determines the accounting and financial reporting
treatment applied to a fund.

The government-wide statements are reported using an economic resources measurement focus
and the accrual basis of accounting. With this measurement focus, all assets, deferred outflows of
resources, liabilities and deferred inflows of resources associated with the operation of
governmental-type and business-type activities are inciuded in the statement of net position.
Revenues are recognized when earned, and expenses are recognized at the time the liabilities are
incurred in the statement of activities. in these statements, capital assets are reported and
depreciated in each fund, and long-term debt is reported.

The fund statements are reported using a current financial resources measurement focus and the
modified accrual basis of accounting. With this measurement focus, only current assets and current
liabilities are generally included on the balance sheet. Operating statements present increases and
decreases in net current assets. Expenditures for capital assets are reported as current expenses,
and such assets are not depreciated. Principal and interest paid on long-term debt is reported as
current expenses.

Budgets: The Gas District adopts an annual budget. It is prepared in accordance with the basis of
accounting utilized by that fund. It is published and made available for public inspection prior to the
start of the fiscal year. Appropriations lapse at year-end. The Board of Directors must approve any
revisions that alter the total expenditures. Budgeted amounts shown are as originally adopted and as
amended, if applicable, by the Board. Budget amendments are passed on an as-needed basis. A
balanced budget is required.

Cash and Cash Equivalents: Cash includes amounts in demand deposits, interest bearing demand
deposits and money market savings. Cash equivalents include amounts in time deposits and those
investments with original maturities of 90 days or less. Under state law, the Gas District may deposit
funds in demand deposits, interest-bearing demand depaosits, money market accounts or time
deposits with state banks organized under Louisiana law or any other state of the United States or
under the laws of the Untied States.

Investments: Investments are limited by La. Revised Statute 49:327. If the original maturities of
investments exceed 90 days, they are classified as investments. Otherwise, the investments are
classified as cash and cash equivalents. In accordance with GASB Statement No. 31, investments
are recorded at fair value, based on quoted market prices, with the corresponding increase or
decrease reported in investment earnings.

Inventory: Inventory of the Gas District includes various supplies and parts used to maintain its gas
distribution system. It is recorded at lower of cost or market utilizing the average cost valuation.
Gas in the Gas District’s lines is expensed when purchased. The amount remaining in the lines at

any given time is not material to the accompanying financial statements and, therefore, not included
in inventory.

12



GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
ETHEL, LOUISIANA
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2018
Receivables: The Gas District has a policy of recognizing bad debt on gas billings at the time
information becomes available that indicates the bill is uncollectible. At the time an account is
disconnected for nonpayment, the Gas District continues to send bills to the customer as long as
there is a valid address. Atthe end of the year, the allowance for the uncollectible accounts is
adjusted to reflect an estimated amount of the final accounts that the Gas District expects to write-
off.

Prepaid Expenses: Prepaid expenses include payments for insurance coverage with expiration
dates extending beyond August 31, 2018, which was $8,120 at year-end.

Use of 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 certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Restricted Assets: Certain proceeds are classified as restricted assets on the statement of net
assets because their use is limited. Components of these assets for governmental activities include
public safety. Components for business-type activities include customer deposits.

Capital Assets: The Gas District's assets are recorded at cost and do not purport to represent
replacement or realizable values. The cost of depreciable property is charged to earnings over the
estimated useful life of the asset. Expenditures for maintenance and repairs are charged to expense
as incurred. Expenditures for renewals and betterments are generaily capitalized. When properties
are retired or otherwise disposed of, the cost and related accumulated depreciation are removed
from the accounts and any resulting gain or loss is recognized.

Depreciation is recorded using the straight-line method over the useful lives of the assets as follows:
buildings -40 years; equipment -4-10 years; furniture - 5-7 years; vehicles -7-10 years and
infrastructure -40-50 years.

Compensated Absences: Vested or accumulated vacation ieave is recorded as both a fund liability
and operating expense in the year earned. In accordance with the provisions of Statement of
Financial Standards No. 43, Accounting for Compensated Absences, no liability is recorded for non-
vesting accumulated rights to received sick pay benefits or vacation leave.

Long-Term Obligations: In the government-wide financial statements, debt principal payments of
both governmental and business-type activities are reported as decreases in the balance of the
liability on the statement of net position. In the fund financial statements of governmental activities,
however, debt principal payments of governmental funds are recognized as expenditures when paid.

Equity: In the statement of net position, the difference between a government's assets and deferred
outflows of resources and its liabilities and deferred inflows of resources is recorded as net position.
The three components of net position are as follows:

Net Investment in Capital Assets
This category records capital assets net of accumulated depreciation and reduced by any

outstanding balances of bonds, mortgages, notes or other borrowings attributable to the acquisition,
construction or improvement of capital assets.

13




GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
ETHEL, LOUISIANA
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2018
Restricted Net Position
Net position that is reserved by external sources such as banks or by law are reported separately as
restricted net position. When assets are required to be retained in perpetuity, the resulting non-
expendable net position are recorded separately from expendable net position. These are
components of restricted net position.

Unrestricted Net Position

This category represents net position not appropriable for expenditures or legally segregated for a
specific future use.

NOTE 2 - CASH AND CASH EQUIVALENTS

Deposits are stated at cost, which approximates market. Under state law, they 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. These securities are held in the name of the pledging fiscal agent
bank in a holding, or custodial bank mutually acceptable to both parties.

Even though pledged securities are considered uncollateralized under the provisions of GASB
Statement No. 3, La. Revised Statute 39:1229 imposes a statutory requirement on the custodial
bank to advertise and sell the pledged securities within 10 days of being notified that the fiscal agent
has failed to pay deposited funds upon demand.

With the adoption of GASB Statement No. 40, only deposits that are considered exposed to
custodial credit risk are required to be disclosed. The Gas District had balances in checking and
certificates of deposit located at one bank totaling $1,049,506 as of August 31, 2018. In addition to
the FDIC insurance coverage, bank-owned securities are pledged to cover any potential loss of
funds in excess of the FDIC insured limit. Therefore, the total of the bank balances at year-end were
fully covered against potential losses.

A summary of cash and cash equivalents (book balances) at August 31, 2018, of which none is
restricted, is as follows:

Business-
type
Activities
Demand deposits $ 5795
Interest-bearing demand deposits 713,759

Total $ 719,554

NOTE 3 - INVESTMENTS

The Gas District requires a customer deposit upon initial opening of an account for use of the Gas
District owned gas meter at each residence or business. The Gas District must hold the deposit until
the customer’s account is closed, at which time the deposit is returned to the customer.

14




GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
ETHEL, LOUISIANA
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2018
Investments consist of certificates of deposits. Included are amounts restricted for customer
deposits and security on a bank loan.

A summary of investments held at August 31, 2018, is as follows:

Restricted Portion $ 196,753
Unrestricted Portion 139,066

Total Investments $335,819
NOTE 4 -CAPITAL ASSETS

Capital asset activity for the year ended August 31, 2018, was as foilows:

Beginning Ending
Balance  Additions Deletions Balance

Business-Type Activities
Capital Assets, not being depreciated

Land $ 31,000 0 ¢ $31,000
Capital Assets, being depreciated
Gas Distribution System 1,135,060 0 0 1,135,060
Less accumulated depreciation (975,321) (13,271) 0 (988,592)
Net Gas Distribution System 159,739 (13,271) 0 146,469
Furniture / office equipment 31,160 0 0 31,160
Less accumulated depreciation (30,983) 177) 0 (31,160)
Net Furniture / office equipment 177 (177) 0 0
Machinery & equipment 67,626 0 0 67,626
Less accumulated depreciation (49,640) (5,066) 0 (54,706)
Net Machinery & equipment 17,986 (5,066) 0 12,920
Vehicles 116,162 0 116,162
Less accumulated depreciation (92,166) (10,665) 0 (102,831)
Net Vehicles 23,996 (10,665) 0 13,331
Building and improvements 115,466 0 0 115,466
Less accumulated depreciation (58,944) (2,759) 0 (61,703)
Net Building and improvements 56,5622 (2,759) 0 53,763
Capital Assets, being depreciated, net 258,420 (31,938) 0 226,483
Capital Assets, net $289,420 $257,483

15



GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
ETHEL, LOUISIANA
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2018

NOTE 5 -ACCOUNTS AND OTHER PAYABLES

The following is a summary of payables and obligations at August 31, 2018:

Accounts payable $ 81,184
Payroll / withholdings 24,399
Customer deposits 99,588
Notes Payable, short term portion 2,775
Notes Payable, long term portion 94,390
Total $ 302,336

NOTE 6 - LONG-TERM OBLIGATIONS

In August, 2018, the Gas District secured a loan through Landmark Bank to extend service to
Linwood Estates. No payments were due prior to the end of the fiscal year. The interest rate is
1.35%. The Gas District intends to pay-off the obligation early. The principal portion of the note for
the next five years is as follows:

Fiscal Year Ending Balance
08/31/19 $2,775
08/31/20 2,812
08/31/21 2,850
08/31/22 2,889
08/31/23 2,928
08/31/24-'28 15,248
08/31/298-'33 16,311
08/31/34-'38 17,448
08/31/39-'43 18,664
08/31/44-°47 15,240

NOTE 7 -RESTRICTED NET POSITION

The following is a summary of restricted net position at August 31, 2018:

Business -
Type
Activities
Restricted for:
Short term portion of note payable $ 2,775
Long term portion of note payable 94,390
Customer deposits 99,588
Total Restricted $ 196,753

NOTE 8 - LEASES

No capital leases existed at August 31, 2018.
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GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
ETHEL, LOUISIANA
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2018

NOTE 9 -RETIREMENT SYSTEM

The Gas District established a deferred compensation plan created in accordance with the Internal
Revenue Code Section 457(b) for employees who meet the eligibility requirements set forth in the
plan. Employer contributions are determined as a percent of compensation paid each year to
eligible participants. The employer contributions for 2018 and 2017 were $8,077 and $7,040,
respectively. An independent plan administrator administers the plan through administrative service
agreements. All amounts of compensation deferred under the plan, ail property or rights purchased
with those amounts, and all income attributable to those amounts, property or rights are (until paid or
made available to the employee or other beneficiary) solely the property of the Gas District (without
being restricted to the provisions of benefits under the plan), subject only to the claims of the Gas
District's general creditors. Participants’ rights under the plan are equal to those of general creditors
of the Gas District in an amount equal to the fair market value of the deferred amount for each
participant.

NOTE 10 — VACATION AND SICK LEAVE

The Gas District's employees earn vacation time at varying rates based on their years of service
following their initial 90 days of employment. They may carry up to 40 hours of unused vacation time
into the subsequent period and may elect to be paid up to 50% of their unused vacation time in
excess of 40 hours at year-end. Any balance remaining upon termination may be paid at the
discretion of the Board. Employees earn 1 day per month in sick leave and may accrue this leave
without limitation. Unused sick leave is not paid upon termination.

There was $16,997 in accrued vacation leave earned at August 31, 2018.

NOTE 11- OTHER POST-EMPLOYMENT BENEFITS

The Gas District does not provide any post-employment benefits to its employees.

NOTE 12 -RELATED PARTY TRANSACTIONS

There were no related party transactions that require disclosure.

NOTE 13 - LITIGATION

There is no litigation that would require disclosure in the accompanying financial statements.

NOTE 14 -SUBSEQUENT EVENTS

There have been no transactions or events subsequent to year end through February 25, 2019, the
date on which the financial statements were available to be issued that would materially impact the
accompanying financial statements.

17




SUPPLEMENTAL INFORMATION




GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
Clinton, Louisiana
Schedule of Compensation, Benefits, and
Other Payments to Agency Head
For the Year Ended August 31, 2018

In accordance with Act 462 of 2015, which amends Act 706 of the 2014 Legislative Session,
the following Schedule of Compensation, Benefits, and Other Payments to Agency Head is
presented.

Michae!l Bradford, Director / Superintendant

PURPOSE AMOUNT

Salary & Benefits:
Salary $ 81,927
Benefits - Insurance 11,134
Benefits - Retirement 3,277
Total Salary & Benefits $ 96,338

Other Items:

Per Diem $ 960
Telephone 1,128
Total Other Items 2,088
Total Salary, Benefits, & Other ltems $ 98,426

See Accompanying Notes and independent Auditor's Report
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GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
SCHEDULE OF COMPENSATION PAID TO GOVERNING MEMBERS
YEAR ENDED AUGUST 31, 2018

The following information is provided in compliance with House Concurrent
Resolution No. 54 of the Louisiana Legislature.

Donna M. Allen % 2,280
510 W. Meadow
Jackson, LA 70748

Dexter Armstead 2,880
8037 Battle Road
Ethel, LA 70730

Ryan Dawson 960
1619 Allen Lane
Clinton, LA 70722

Marlin McGehee 2,640
7337 Panache Lane
Ethel, LA 70730

Leon Spears 2,640
P.O. Box 374
Clinton, LA 70722

Total $ 11400

See Accompanying Notes and Independent Auditor's Report
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GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
ETHEL, LOUISIANA
SCHEDULE OF STATISTICAL DATA
GAS SALES AND PURCHASES
August 31, 2018

GAS SALES AND PURCHASES

AMOUNT MCF

Gas Sales Billed $647,292 44,782
Gas Purchased $149,753 {45,208)

Net Loss of Mcf (426)
Number of Customers at August 31, 2017 1,041
Average Monthly Customer Billed for Year 1,035
Sales:

Average Billings Per Customer Per Year $625

Average Per Customer Per Month $52

Average Sales Per Mcf S13

Average Cost of Sales Per Mcf $3

See Accompanying Notes and Independent Auditor's Report
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MC DUFFIE K. HERROD, LTD.

(A Professional Accounting Corporation)

McDUFFIE K. HERROD POST OFFICE BOX 8436
CERTIFIED PUBLIC ACCOUNTANT 12410 WOODVILLE ST.
CLINTON, LA 70722

Member: Telephone (225) 683-3888
American Institute of CPAs Facsimile (225) 683-6733

Society of Loutsiana CPAs Email mkherrod@bellsouth.net

INDEPENDENT AUDITOR’S 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

Michael Bradford and Board Members of the
Gas Utility District No. 2 of East Feliciana Parish
5449 Highway 19

Ethel, Louisiana 70730

We have audited, in accordance with the 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 the Gas
Utility District No. 2 of East Feliciana Parish, a component unit of East Feliciana Parish, Louisiana, as of and for the
year ended August 31, 2018, and the related notes to the financial statements, which collectively comprise the Gas
District’s basic financial statements, and have issued our report thereon dated February 25, 2019.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Gas District’s, State of Louisiana’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 opinion on the basic financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Gas District's internal control. Accordingly, we do not express an opinion on the
effectiveness of the Gas 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 over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in the internal control that might be
significant deficiencies, or material weaknesses. We did identify certain deficiencies in internal control, described in
the accompanying schedule of findings and responses as item 2018-001 that we consider to be significant
deficiencies.

Compliance and Other Matters

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

Gas Utility District No. 2 of East Feliciana Parish’'s Response to Findings

The Gas District's response to the findings identified in our audit is described in the accompanying schedule of
findings and responses. The Gas District’s response was not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on it.

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 Gas 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 Gas District’s internal control and compliance. Accordingly, this communication is not suitable for
any other purpose. However, under Louisiana Revised Statute 24:513, this report is distributed by the Louisiana
Legislative Auditor as a public document.

PV N ATt
McDuffie K. Herrod, Ltd. ! E
A Professional Accounting Corporation

February 25, 2019
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GAS UTILITY DISTRICT NO. 2 OF EAST FELICIANA PARISH
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED AUGUST 31, 2018

A. SUMMARY OF AUDITORS’ RESULTS

Financial Statements:

Type of Auditors’ Report issued: Unmodified
* Material weakness(es) identified? No
+ Significant deficiencies identified that are
not considered to be material weaknesses? Yes
Noncompliance material to financial statements noted? No

B._FINDINGS RELATED TO FINANCIAL STATEMENTS
CURRENT YEAR:
None to report
PRIOR YEAR:

None reported

C. FINDINGS RELATED TO INTERNAL CONTROL OVER FINANCIAL REPORTING

CURRENT YEAR:
2018-001 Inadequate Segregation of Accounting Functions

Criteria:

Adequate internal controls require the segregation of responsibilities for
authorizing transactions, physical custody of assets and the related
recordkeeping.

Condition:
The Accounting Manager has the ability to create cash disbursements, process
transactions, and reconciles the Gas District’s bank accounts.

Cause:
The accounting duties are not properly segregated.

Effect:

An individual should not have the ability to process cash disbursements and to
reconcile bank accounts.

Recommendation:
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Separate employees should have the responsibility of cash disbursements and
reconciling bank accounts. The bank reconciliation should also be reviewed by
the Director.

Management’s Response:
Management will explore all options, including outsourcing of duties.

PRIOR YEAR:
2017-001 Inadequate Segregation of Accounting Functions

Criteria:
Adequate internal controls require the segregation of responsibilities for

authorizing transactions, physical custody of assets and the related
recordkeeping.

Condition:
The Accounting Manager has the ability to create cash disbursements, process
transactions, and reconciles the Gas District’s bank accounts.

Cause:
The accounting duties are not properly segregated.

Effect:

An individual should not have the ability to process cash disbursements and to
reconcile bank accounts.

Recommendation:
Separate employees shouid have the responsibility of cash disbursements and

reconciling bank accounts. The bank reconciliation should also be reviewed by
the Director.

Management’s Response:
Management will explore all options, inciuding outsourcing of duties.

Current Status:
Unresolved

D. FINDINGS RELATED TO COMPLIANCE AND OTHER MATTERS

CURRENT YEAR:
None to report.

PRIOR YEAR:
2017-002 Non-compliance with Louisiana RS 39:1410.60 - Incurring Indebtedness

Criteria:

Governmental units are required to apply for approval from the Louisiana State
Bond Commission before obtaining a loan from any lending institution.
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Condition:
Debt was incurred without approval from the Bond Commission.

Cause:

The Gas District obtained a loan from a local financial institution without seeking
approval from the Bond Commission.

Effect:
The Gas District is not in compliance with this requirement.

Recommendation:
The Gas District should contact the Bond Commission to request retroactive loan
approval.
Managements Response:
Management applied to the State Bond Commission for retroactive approvai and
has received the approval.
Current Status: Resolved.
E. MANAGEMENT LETTER ITEMS

There are no management letter items to report as of August 31, 2018.
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GAS UTILITY DISTRICT NO. 2 OF
EAST FELICIANA PARISH
ETHEL, LOUISIANA

STATEWIDE AGREED-UPON
PROCEDURES REPORT

FOR THE YEAR ENDED
AUGUST 31, 2018




MC DUFFIE K. HERROD, LTD.

(A Professional Accounting Corporation)

McDUFFIE K. HERROD POST OFFICE BOX 8436
CERTIFIED PUBLIC ACCOUNTANT 12410 WOODVILLE ST.
CLINTON, LA 70722
Member: Telephone (225) 683-3888
American Institute of CPAs Facsimile (225) 683-6733
Soclety of Loulsiana CPAs Email:

mkherred@bellsouth.net

INDEPENDENT ACCOUNTANT'S REPORT
ON APPLYING AGREED-UPON PROCEDURES

We have performed the procedures enumerated below, which were agreed to by Gas Utility
District No. 2 of East Feliciana Parish (Entity) and the Louisiana Legislative Auditor (LLA) on
the control and compliance (C/C) areas identified in the LLA’s Statewide Agreed-Upon
Procedures — Year 2 (SAUPs) for the fiscal period September 1, 2017 through August 31, 2018.
The Entity’s management is responsible for those C/C areas identified in the SAUPs.

This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants and applicable standards of
Government Auditing Standards. The sufficiency of these procedures is solely the responsibility
of the specified users of this report. 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 findings are as follows:

Written Policies and Procedures

1. Obtain and inspect the entity’s written policies and procedures and observe that they address
each of the following categories and subcategories (if applicable to public funds and the
entity’s operations):

a) Budgeting, including preparing, adopting, monitoring, and amending the budget
The Gas District did not have written policies and procedures to address this function.

b) Purchasing, including (1) how purchases are initiated; (2) how vendors are added to the
vendor list; (3) the preparation and approval process of purchase requisitions and
purchase orders; (4) controls to ensure compliance with the public bid law; and (5)
documentation required to be maintained for all bids and price quotes.

The Gas District did not have written policies and procedures to address this function.
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d)

g)

h)

)

Disbursements, including processing, reviewing, and approving
The Gas District did not have written policies and procedures to address this function.

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

The Gas District did not have written policies and procedures to address this function.

Payroll/Personnel, including (1) payroll processing, and (2) reviewing and approving
time and attendance records, including leave and overtime worked.

The Gas District did not have written policies and procedures to address this function.

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

The Gas District did not have written policies and procedures to address this function.

Credit Cards (and debit cards, fuel cards, P-Cards, if applicable), including (1) how
cards are to be controlled, (2) allowable business uses, (3} documentation requirements,

(4) required approvers of statements, and (5) monitoring card usage (e.g., determining the
reasonableness of fuel card purchases)

The Gas District did not have written policies and procedures to address this function;
however, the system operator noted approval for statements reviewed.

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

The Gas District did not have written policies and procedures to address this function.

Ethics, including (1) the prohibitions as defined in Louisiana Revised Statute 42:1111-
1121, (2) actions to be taken if an ethics violation takes place, (3) system to monitor
possible ethics violations, and (4) requirement that all employees, including elected
officials, annually attest through signature verification that they have read the entity’s
ethics policy.

The Gas District did not have written policies and procedures to address this function.

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

The Gas District did not have written policies and procedures to address this function.

Management's response: the board will work with the staff to establish complete written
procedures to address each of these categories.
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Board or Finance Commiittee

2. Obtain and review 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)

b)

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.

Board meeting minutes were reviewed and we concluded that the board meets semi -
monthly. A quorum was present at each meeting.

For those entities reporting on the governmental accounting model, observe that the
minutes referenced or included monthly budget-to-actual comparisons on the general
fund and major special revenue funds, as well as monthly financial statements (or budget-
to-actual comparisons, if budgeted) for major proprietary funds.' Alternately, for those
entities reporting on the non-profit accounting model, observe that the minufes
referenced or included financial activity relating to public funds if those public funds
comprised more than 10% of the entity’s collections during the fiscal period.

Board meeting minutes were reviewed and we concluded that the board minutes
included monthly financial statements, however did not include budget-to-actual
comparisons.

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

Prior audit report did not show a negative ending unrestricted fund balance, so this was
not applicable.

Bank Reconciliations

a)

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
selected each account, and observe that:

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

Items a) — c¢): A list of all bank accounts was obtained from management and was
represented as being complete. All bank statements and reconciliations inspected showed
that reconciliations were done within 1 month affer the end of each statement date. There
was no evidence that bank statement reconciliations were reviewed by anyone. It was
noted that reconciliations were prepared for all months. There was no evidence that
outstanding items older than 6 months have been addressed,

Management'’s response: the board will determine a qualified person to review the bank
statement reconciliations for each month.

Collections

4.

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

We obtained a list of cash collection locations and managements representation that the
listing was complete.

For each deposit site selected, obtain a listing of collection locations® and management’s
representation that the listing is complete. Randomly select one collection location for each
deposit site (i.e. 5 collection locations for 5 deposit sites), obtain and inspect written policies
and procedures relating to employee job duties (if no written policies or procedures, inquire
of employees about their job duties) at each collection location, and observe that job duties

are properly segregated at each collection location such that: (see responses afier item (d,
below)

a) Employees that are responsible for cash collections do not share cash drawers/registers.

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

¢) Each employee responsible for collecting cash is not responsible for posting collection
entries to the general ledger or subsidiary ledgers, unless another employee/official is
responsible for reconciling ledger postings to each other and to the deposit.
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6.

d)

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

Items a) — d):

We obtained a list of all cash collection locations which included three (3) locations
total; one location is the Gas District and the other two locations are local financial
institutions that accept payments. The persons collecting payments are not responsible
for depositing the cash in the bank, recording related transactions or reconciling the
related bank account without verification by another employee, and are not required to
share the same cash register or drawer with another employee. The Gas District did not
have written policies and procedures to address this function; inquiries were made of
employees. Supporting documentation was obtained and reviewed with no exceptions
noted.

Management's response: the board will work to set-out these procedures in writing.

Inquire of management that all employees who have access to cash are covered by a bond or
insurance policy for theft.

We concluded that each person responsible for collecting cash at the Gas District is
bonded.

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

a)

b)

d)

Observe that recetpts are sequentially pre-numbered.
The receipts are pre-numbered.

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

The receipts tested agreed with the deposit slips, no exceptions were noted.
Trace the deposit slip total to the actual deposit per the bank statement.
Selected deposit slip totals tied to the bank statements.

Observe that the deposit was made within one business day of receipt at the collection

location (within one week if the depository is more than 10 miles from the collection
location or the deposit is less than $100).

The banks are more than 10 miles from the office, but selected deposits were made within
a week of collection.
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e) Trace the actual deposit per the bank statement to the general ledger.

Deposit slip totals were traced the general ledger as being properly posted.

Non-Payroll Disbursements (excluding card purchases/payments, travel reimbursements, and
petty cash purchases)

8.

10.

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

We obtained the listing of locations and management represented the list was complete.
There is only one payment processing location.

For each location selected under #8 above, obtain a listing of those employees involved with
non-payroll purchasing and payment functions. Obtain written policies and procedures
relating to employee job duties (if the agency has no written policies and procedures, inquire
of employees about their job duties), and observe that job duties are properly segregated such
that:

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

Only the system manager initiates a purchase and approves it; however, two signatures
are required on the related payment checks issued.

b) At least two employees are involved in processing and approving payments to vendors.
See a), above.

c) The employee responsible for processing payments is prohibited from adding/modifying

vendor files, unless another employee is responsible for periodically reviewing changes
to vendor files.

The employee responsible for processing payments also maintains vendor files. but this
person cannot sign any checks for the District.

d) Either the employee/otficial responsible for signing checks mails the payment or gives
the signed checks to an employee to mail who is not responsible for processing payments.

The employee/bookkeeper processes the payments, but the system manager mails the
payments.

For each location selected under #8 above, obtain the entity’s non-payroll disbursement
transaction population (excluding cards and travel reimbursements) and obtain
management’s representation that the population is complete.  Randomly select 5
disbursements for each location, obtain supporting documentation for each transaction and:
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a) Observe that the disbursement matched the related original invoice/billing statement.
Of the disbursements selected, all matched the general ledger and original invoices.

b) Observe that the disbursement documentation included evidence (e.g., initial/date,
electronic logging) of segregation of duties tested under #9, as applicable.

The invoices sampled included the system manager's approval initials, with one
exception for immaterial, recurring invoices.

Credit Cards/Debit Cards/Fuel Cards/P-Cards

11.

12.

13.

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

We obtained the listing and management 's representation that the listing is complete. The
District only utilizes a fuel card and no others.

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

a) Observe that there is evidence that the monthly statement or combined statement and
supporting documentation (e.g., original receipts for credit/debit card purchases,
exception reports for excessive fuel card usage) was reviewed and approved, in writing,
by someone other than the authorized card holder. [Note: Requiring such approval may
constrain the legal authority of certain public officials (e.g., mayor of a Lawrason Act
municipality); these instances should not be reported.)]

The monthly statements are signed-off on by the system manager for payment; due to the

small staff size, he uses the card, as well. The bookkeeper reviews the monthly charges.

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

No late or finance charges were noted on the statements reviewed.

Using the monthly statements or combined statements selected under #12 above, excluding
fuel cards, randomly select 10 transactions (or all transactions if less than 10) from each
statement, and obtain supporting documentation for the transactions (i.e. each card should
have 10 transactions subject to testing). For each transaction, observe that it is supported by
(1) an original itemized receipt that identifies precisely what was purchased, (2) written
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documentation of the business/public purpose, and (3) documentation of the individuals
participating in meals (for meal charges only).

Not applicable — no credit cards are held by the District.

Travel and Expense Reimbursement

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

a)

b)

If reimbursed using a per diem, agree the reimbursement rate to those rates established
either by the State of Louisiana or the U.S. General Services Administration

(Wwww.gsa.gov).
We obtained a list of all travel and travel related expense reimbursements, and obtained

management’s representation that the general ledger is complete. A Per diem
arrangement is not utilized.

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

Reimbursements for travel expenses were supported by adequate documentation to
support amounts paid for the items selected.

¢) Observe that each reimbursement is supported by documentation of the business/public

d)

purpose (for meal charges, observe that the documentation includes the names of those

individuals participating) and other documentation required by written policy (procedure
#1h).

Each reimbursement selected was supported by documentation of public purpose.
Observe that each reimbursement was reviewed and approved, in writing, by someone

other than the person receiving reimbursement.

Some of the reimbursements were (o the system manager who approves disbursements,
but the related payments were issued by the system bookkeeper.

Contracts

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

a) Obscrve that the contract was bid in accordance with the Louisiana Public Bid Law (e.g.,
solicited quotes or bids, advertised), if required by law.

We obtained the listing from management of all contracts/agreements for the year and
management certified the list was complete. Only one contract for services was present
for the fiscal year, but it was below the guidelines for public bid requirements.

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

Review of board meeting minutes showed the contract was approved by the board.

¢) If the contract was amended (e.g. change order), observe that the original contract terms
provided for such an amendment.

No umendments 1o the contract occurred.

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

The payment & related invoice selected conformed to the contract terms and conditions.

Payroll and Personnel

16.

17.

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

No exceptions were noted in prior year and same 4 full-time employees continued in the
current fiscal year, so this procedure was not performed again for the current period.

Randomly select one pay period during the fiscal period. For the 5 employees/officials
selected under #16 above, obtain attendance records and leave documentation for the pay
period, and:

a) Observe that all selected employees/officials documented their daily attendance and leave
(e.g., vacation, sick, compensatory). (Note: Generally, an elected official is not eligible
to earn leave and does not document his/her attendance and leave. However, if the
elected official is earning leave according to policy and/or contract, the official should
document his/her daily attendance and leave.)
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18.

19.

b)

See item number 16, above.

Observe that supervisors approved the attendance and leave of the selected
employees/officials.

See item number 16, above.

Observe that any leave accrued or taken during the pay period is reflected in the entity’s
cumulative leave records.

See item number 16, above.

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

See item number 16, above.

Obtain management’s representation that employer and employee portions of payroll taxes,
retirement contributions, health insurance premiums, and workers’ compensation premiums
have been paid, and associated forms have been filed, by required deadlines.

Management represented to us that all payroll taxes and like items were timely filed and
paid.

Ethics (excluding nonprofits)

20. Using the 5 randomly selected employees/officials from procedure #16 under “Payroll and
Personnel” above, obtain ethics compliance documentation from management, and:

a.

Observe that the documentation demonstrates each employee/official completed one hour
of ethics training during the fiscal period.

We reviewed documeniation from management and determined that the Director had
completed the required ethics training.

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.

We did not observe where signature verification was done, but management contends
that each employee is aware of the District’s ethics policy.

Management's response. the board will develop a form to document each employee’s
reading of the ethics policy.
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Debt Service (excluding nonprofits)

21.

Obtain a listing of bonds/notes issued during the fiscal period and management’s
representation that the listing is complete. Select all bonds/notes on the listing, obtain
supporting documentation, and observe that State Bond Commission approval was obtained
for each bond/note issued.

We reviewed documentation from the entity and determined that the State Bond
Commission approval was not obtained in the prior year, but this was corrected and was
applied-for in the current fiscal year.

. Obtain a listing of bonds/notes outstanding at the end of the fiscal period and management’s

representation that the listing is complete. Randomly select one bond/note, inspect debt
covenants, obtain supporting documentation for the reserve balance and payments, and agree
actual reserve balances and payments to those required by debt covenants.

Management provided us with a list of the one note payable and represented this was the
only debt of the District. From review of the related records, the note was paid timely and
no violutions of the note agreement were found to exist.

Other

23.

Obtain a listing of misappropriations of public funds and assets during the fiscal period and
management’s representation that the listing 1s complete. Select all misappropriations on the
listing, obtain supporting documentation, and observe that the entity reported the
misappropriation(s) to the legislative auditor and the district attorney of the parish in which
the entity 1s domiciled.

We inquired of management if there were any misappropriations of funds. Management
stated that they were not aware of any misappropriations of funds and none were
reported.
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24. Observe that the entity has posted on its premises and website, the notice required by R.S.

24:523.1 concerning the reporting of misappropriation, fraud, waste, or abuse of public
funds.

We observed that the entity has the notice required by R.S. 24:523.1 posted on their
premises. The entity does not have a website.

We were not engaged to and did not conduct an examination or review, the objective of which
would be the expression of an opinion or conclusion, respectively, on those C/C areas identified in
the SAUPs. 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.

The purpose of this report is solely to describe the scope of testing performed on those C/C
areas identified in the SAUPs, and the result of that testing, and not to provide an opinion on
control or compliance. Accordingly, this report is not suitable for any other purpose. Under
Louisiana Revised Statute 24:513, this report is distributed by the LLA as a public document.

ﬁfﬁe K. Herrod, LTD.

Clinton, Louisiana

February 25, 2019
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