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HILL, INZINA & COMPANY

INDEPENDENT AUDITOR’S REPORT ON FINANCIAL
STATEMENTS AND SUPPLEMENTARY INFORMATION

Board of Commissioners
Bastrop Area Fire Protection District Number Two
Bastrop, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and
each major fund of Bastrop Area Fire Protection District Number Two (the “District™), 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 of 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 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 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.
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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 financial position of the governmental activities and each major fund of the District as
of December 31, 2018, and the changes in financial position thereof 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 and the budgetary comparison schedule be presented to
supplement the District’s basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board (GASB),
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 Supplementary 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 other supplementary information
is presented for purposes of additional analysis and is not a required part of the basic financial
statements.

This other supplementary information is 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. The other supplementary 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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 6, 2019, on our consideration of the District’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 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 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.

/s/ Hill, Inzina & Co.

March 6, 2019
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO

MANAGEMENT’S DISCUSSION AND ANALYSIS
As of and for the Year Ended December 31, 2018

As management of Bastrop Area Fire Protection District Number Two (the “District™), we offer
readers of the District’s financial statements this narrative overview and analysis of the financial
activities of the District for the year ended December 31, 2018. This discussion and analysis of
management is designed to provide an objective and easy-to-read analysis of the District’s financial
activities based on currently known facts, decisions, or conditions. Itis intended to provide readers
with a broad overview of the District’s finances. It is also intended to provide readers with an
analysis of the short-term and long-term activities of the District based on information presented in
the financial report and fiscal policies that have been adopted by the District. Specifically, this
section is designed to assist the readers in focusing on significant financial issues, provide an
overview of the District’s financial activity, identify changes in the District’s financial position (its
ability to address the next and subsequent years’ challenges), identify any material deviations from
the financial plan (approved budget), and identify individual issues or concerns of individual funds.

As with other sections of this financial report, the information contained within this discussion and
analysis of management should be considered only a part of a greater whole. The readers of this
statement should take time to read and evaluate all sections of this report, including the footnotes
and supplementary information that are provided in addition to this discussion and analysis of
management.

Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s financial
statements. The District’s basic financial statements consist of the following components:

1. Government-wide financial statements

Government-wide financial statements are designed by GASB Statement No. 34 to change the
way in which government financial statements are presented. It now provides readers for the
first time with a concise “entity-wide” statement of net position and statement of activities,
seeking to give the users of the financial statements a broad overview of the District’s financial
position and results of operations in a manner similar to a private-sector business.



The statement of net position presents information on all of the District’s assets, liabilities, and
deferred inflows of resources using the accrual basis of accounting, which is similar to the
accounting used by most private-sector companies. The difference between assets, liabilities,
and deferred inflows of resources is 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 weakening. Evaluation of the overall economic health of the District would
extend to other nonfinancial factors in addition to the financial information provided in this
report.

The statement of activities presents information detailing how the District’s net position changed
during the current fiscal year. All current year revenues and expenses are included regardless
of when cash is received or paid. An important purpose of this statement is to show the financial
reliance of the District’s distinct activities or functions on revenues provided by the citizenry of
the District.

The government-wide financial statements report governmental activities of the District that are
principally supported by tax revenues and structure assessments. Governmental activities of the
District include only public safety (fire).

Fund financial statements

A fund is an accountability unit used to maintain control over resources segregated for specific
activities or objectives. The District uses funds to ensure and demonstrate compliance with
finance-related laws and regulations. The District has a governmental fund type that is reported
in the fund financial statements and encompasses essentially the same functions reported as
governmental activities in the government-wide financial statements. However, the focus is very
different with fund statements providing a distinctive view of the District’s governmental funds.
These statements report short-term fiscal accountability focusing on the use of spendable
resources during the year and balances of spendable resources available at the end of the year.
They are useful in evaluating annual financing requirements of governmental programs and the
commitment of spendable resources for the near term.

As the government-wide focus includes the long-term view, comparisons between these two
perspectives may provide insight into the long-term impact of short-term financing decisions.
Reconciliations from both the governmental fund balance sheet and the statement of revenues,
expenditures, and changes in fund balance to the government-wide statements are provided to
assist in understanding the differences between these two perspectives.

Notes to financial statements
The accompanying notes to the financial statements provide information essential to a full

understanding of the government-wide and fund financial statements. The notes to the financial
statements begin immediately following the basic financial statements.
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In addition to the basic financial statements and accompanying notes, the District also includes
in this report additional information to supplement the basic financial statements.

Government-Wide Financial Analysis

The following provides a summary of the net position of the District’s governmental activities as
of December 31:

2018 2017
Other assets $ 3,092989 $ 3,273,999
Capital assets 628.140 247.730
Total assets $ 3.721.129 $ 3.521.729
Other liabilities $ 207.709 $ 256.030
Deferred inflows of resources $ 1.193.417 $ 1.188.190
Net position:
Invested in capital assets $ 628,140 $ 247,730
Unrestricted 1,691.863 1,829.779
Total net position $ 2320003 $ 2.077.509

As noted earlier, net position may serve over time as a useful indicator of the District’s financial
position. The District will use the unrestricted net position to meet the ongoing obligations to users
of its services and creditors.

The following summarizes the District’s net position change of the governmental activities between
the two years ended December 31:

2018 2017
General revenues $ 1,219366 $ 1,226,098
Public safety expenses 1.015.004 956.907
Increase in net position A 204362 $ 269,191

The District’s expenses cover a range of services, with approximately 81% related to the payments
made to City of Bastrop and Morehouse Tax Assessor for outside services.

General revenues are those available for the District to pay for the governmental activities. For the
year ended December 31, 2018, taxes and structure assessment fees were by far the largest general
revenue sources for the District.



Financial Analysis of Governmental Funds

As of December 31, 2018, the District’s governmental fund reported an ending unassigned fund
balance of $1,668,632 compared to $1,806,548 as of December 31, 2017.

Budgetary Highlights

The District adopted a budget for the General Fund for the year ended December 31, 2018 on
December 27, 2017. The annual budget was prepared on a non-GAAP budgetary basis of
accounting and was amended on December 13, 2018. Actual non-GAAP revenues of the General
Fund of $1,201,402 were less than appropriated revenues of $1,250,000 by $48,598 or 3.89%.
Actual non-GAAP expenditures of $1,405,602 were less than budgeted expenditures of $1,422,000
by $16,398.

Capital Assets and Debt Administration

As of December 31, 2018, the District had invested $628,140 in a broad range of capital assets,
including land, buildings, vehicles, and equipment. There was only one capital asset addition during
the year ended December 31, 2018 for a fire truck costing $411,254.

Economic Factors and Next Year’s Budget

The District foresees minimal change in operations for the next year. The budget adopted for the
year ending December 31, 2019 includes no change in revenues with budgeted expenditures
decreasing by $352,000, the majority decrease being for capital outlay.

Requests for Information

This financial report is designed to provide a general overview of the District’s financial picture 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 the
Chairman, P. O. Box 1236, Bastrop, Louisiana 71220.
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO

BASTROP, LOUISIANA

STATEMENT OF NET POSITION - GOVERNMENTAL ACTIVITIES

December 31, 2018

ASSETS

Cash
Certificate of deposit
Receivables
Prepaid expense
Capital assets:
Land
Other capital assets, net of depreciation
Total assets

LIABILITIES
Accounts payable
DEFERRED INFLOWS OF RESOURCES
Property taxes

NET POSITION

Invested in capital assets
Unrestricted

Total net position

See notes to financial statements.

$ 1,065,958
1,025,517
978,283
23,231

4,500
623.640
$  3.721.129
$  207.709
$  1.193.417

$ 628,140
1.691.863

$  2320.003
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO
BASTROP, LOUISIANA

STATEMENT OF ACTIVITIES - GOVERNMENTAL ACTIVITIES
For the Year Ended December 31, 2018

Expenses:
Current:
Public safety:
Commissioners’ and secretary’s compensation $ 8,900
Depreciation 68,977
Insurance 10,887
Legal and accounting 11,435
Miscellaneous 2,178
Outside services 825,929
Pension cost 8,356
Repairs and maintenance 65,015
Utilities 13.327
Total expenses $ 1.015.004
General revenues:
Property taxes $ 254,366
Structure assessment fees 909,048
Fire insurance rebate 31,496
State and refuge revenue sharing 22,968
Interest 1.488
Total general revenues $ 1.219.366
Change in net position $ 204,362
Net position - beginning 2.115.641
Net position - ending $ 2.320.003

See notes to financial statements.
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO

BASTROP, LOUISIANA

BALANCE SHEET - GOVERNMENTAL FUND - GENERAL FUND

December 31, 2018

ASSETS
Cash
Certificate of deposit
Receivables
Prepaid expense
Total assets
LIABILITIES

Accounts payable

DEFERRED INFLOWS OF RESOURCES

Property taxes
FUND BALANCE
Nonspendable (prepaid expense)
Unassigned
Total fund balance

Total liabilities, deferred inflows of resources, and fund balance

See notes to financial statements.

$ 1,065,958
1,025,517
978,283
23.231

$  3.092.989
$  207.709
$  1.193.417
$ 23,231
1.668.632

$  1.691.863
$  3.092.989
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO
BASTROP, LOUISIANA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
GOVERNMENTAL FUND - GENERAL FUND
For the Year Ended December 31, 2018

Revenues:
Property tax $ 254,366
Structure assessment fees 909,048
Fire insurance rebate 31,496
State and refuge revenue sharing 22,968
Interest 1.488
Total revenues $ 1.219.366
Expenditures:
Current:
Public safety:
Commissioners’ and secretary’s compensation $ 8,900
Insurance 10,887
Legal and accounting 11,435
Miscellaneous 2,178
Outside services 825,929
Pension cost 8,356
Repairs and maintenance 65,015
Utilities 13,327
Capital outlay 411.254
Total expenditures $ 1.357.281
Net change in fund balance $C 137,915
Fund balance - beginning 1.829.778
Fund balance - ending $ 1.691.863

See notes to financial statements.
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO
BASTROP, LOUISIANA

RECONCILIATION OF GOVERNMENTAL FUND BALANCE SHEET
TO GOVERNMENT-WIDE STATEMENT OF NET POSITION
December 31, 2018

Total fund balance - governmental fund balance sheet $ 1,691,863

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

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the fund. 628.140

Total net position of governmental activities -
government-wide statement of net position $ 2.320.003

See notes to financial statements.
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO
BASTROP, LOUISIANA

RECONCILIATION OF GOVERNMENTAL FUND STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE TO
GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
December 31, 2018

Net change in fund balance - governmental fund - general fund $(C  137915)

Amounts reported for governmental activities in 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 as depreciation expense. This is the

amount by which capital outlay ($411,254) exceeded depreciation

($68,977) in the current period. 342,277

Change in net position of governmental activities -
government-wide statement of activities $ 204362

See notes to financial statements.
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO
BASTROP, LOUISIANA

NOTES TO FINANCIAL STATEMENTS
As of and for the Year Ended December 31, 2018

Note 1. Organization and Summary of Significant Accounting Policies

Bastrop Area Fire Protection District Number Two (the “District™) is a component unit of
Morehouse Parish. It was created by the Police Jury of Morehouse Parish on May 5, 1964
in accordance with Louisiana Revised Statute 40:1491. The District is governed by a
board of five commissioners who are qualified voters, residents of the District, appointed
by Morehouse Parish Police Jury, and serve five year terms. The chairman of the
commissioners is compensated $150 (increased to $300 effective in November 2018) for
each meeting attended while the other commissioners are compensated $100.

The District was created for the purpose of maintaining and operating fire stations and
equipment to provide fire protection within the boundaries of the District.

The District has no employees.

The District is considered a component unit of Morehouse Parish Police Jury, the financial
reporting entity, as the District provides fire protection service to residents within
Morehouse Parish.

The accompanying financial statements present information only on the funds maintained
by the District and do not present information on Morehouse Parish Police Jury, the
general government services provided by that governmental unit, or the other
governmental units that comprise the financial reporting entity.

The more significant of the District’s accounting policies are described below:
Government-Wide Financial Statements:

The government-wide financial statements include the statement of net position and
the statement of activities. These statements report financial information for the
District as a whole as governmental activities that are supported by general
revenues.

The statement of activities reports the expenses of a given function offset by program
revenues, if any, directly connected with the functional program. A function is an
assembly of similar activities and may include portions of a fund or summarize more
than one fund to capture the expenses and program revenues associated with a
distinct functional activity. Other revenue sources not properly included with the



program revenues are reported instead as general revenues.
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NOTES TO FINANCIAL STATEMENTS

Fund Financial Statements:
Fund financial statements are provided for the governmental fund.
Basis of Accounting, Measurement Focus, and Financial Statement Presentation:

The financial statements of the District are prepared in accordance with generally
accepted accounting principles (GAAP).

The government-wide financial statements report using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
eamed and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows.

Governmental fund financial statements report using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurable and available. Available means
collectible within the current period or soon enough thereafter to pay current
liabilities. The District considers revenues to be available if they are collected within
60 days of the end of the fiscal year. Expenditures are recorded when the related
fund liability is incurred, except for principal and interest related to long-term debt
which are reported as expenditures in the year paid.

Major revenue sources susceptible to accrual are property taxes and structure
assessments. Property taxes are recognized as revenues in the year for which they
are levied while structure assessments are recognized in the period collected. In
general, all other revenues are recognized when cash is received.

Fund Type and Major Fund:
The District reports the General Fund as a major governmental fund. The General

Fund is the general operating fund of the District and accounts for all financial
resources.
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NOTES TO FINANCIAL STATEMENTS

Budgets and Budgetary Accounting:

The Board of Commissioners adopted the annual budget for the General Fund on
December 27, 2017. The annual budget was prepared on a non-GAAP budgetary
basis of accounting and was amended on December 13, 2018. The budgetary
comparison schedule, included as supplementary information in the accompanying
financial statements, includes the original and final budgeted amounts. All annual
appropriations lapse at the end of each fiscal year.

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.

Cash and Certificates of Deposit:
Cash includes amounts in demand and time deposits. Under state law, the District
may deposit funds in demand deposits, interest-bearing demand deposits, or time
deposits with state banks organized under Louisiana law or any other state of the
United States, or under the laws of the United States.
State law allows the District to invest in collateralized certificates of deposits,
government backed securities, commercial paper, the state sponsored investment
pool, and mutual funds consisting solely of government backed securities.
Receivables:
Significant receivables include property taxes and structure assessment fees.
Uncollectible Allowance:
The statements contain no provision for uncollectible accounts. The District’s

management is of the opinion that such allowance would be immaterial in relation
to the financial statements taken as a whole.
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NOTES TO FINANCIAL STATEMENTS

Prepaid Expense:

A prepaid expense is recorded in both the government-wide and fund financial
statements for a cost paid in the year ended December 31, 2018 related to revenue
that will be recorded and recognized in the year ending December 31, 2019.

Capital Assets and Depreciation:

Capital assets, which include property, plant, and equipment, with useful lives of
more than one year are reported in the government-wide financial statements.
Capital assets are capitalized at historical cost. The District maintains a threshold
level of $2,500 or more for capitalizing assets.

The costs of normal maintenance and repairs that do not add to the value of the asset
or materially extend the life of the asset are not capitalized.

When capital assets are disposed, the cost and applicable accumulated depreciation
are removed from the respective accounts, and the resulting gain or loss is recorded
in operations.

As surplus assets are sold for an immaterial amount when declared as no longer
needed for public purposes, no salvage value is taken into consideration for
depreciation purposes. All capital assets are depreciated using the straight-line
method over the following useful lives:

Buildings 40 years
Vehicles and equipment 7 - 10 years

Deferred Inflows of Resources:

In addition to liabilities, the District’s statement of net position reports a separate
section for deferred inflows of resources. This separate financial statement element
represents an acquisition of net position that applies to a future period and so will not
be recognized as revenue until then. Property taxes receivable recorded before the
period for which the taxes are actually levied are reported as deferred inflows of
resources.
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NOTES TO FINANCIAL STATEMENTS

Equity Classifications:

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

a. Invested in capital assets - consists of capital assets net of accumulated
depreciation.

b. Restricted - consists of net position with constraints placed on their use either
by (1) external groups such as creditors, grantors, contributors, or laws or
regulations of other governments; or (2) law through constitutional provision
or enabling legislation.

¢. Unrestricted - all other assets that do not meet the definition of “restricted” or
“invested in capital assets”.

In the fund financial statements, governmental fund equity is classified as
nonspendable and unassigned fund balance. These statements provide more clearly
defined fund balance categories to make the nature and extent of the constraints
placed on the District’s fund balance more transparent. The following classifications
describe the relative strength of the spending constraints placed on the purposes for
which resources can be used:

a. Nonspendable - amounts that are not in a spendable form (such as inventory
and prepaids) or are required to be maintained intact;

b. Restricted - amounts constrained to specific purposes by their providers (such
as grantors, bondholders, and higher levels of government), through
constitutional provisions, or by enabling legislation:

¢. Committed - amounts constrained to specific purposes by the District itself,
using its highest level of decision-making authority; to be reported as
committed, amounts cannot be used for any other purpose unless the District
takes the same highest level action to remove or change the constraint;

d. Assigned - amounts that the District intends to use for a specific purpose; intent
can be expressed by the governing body or by an official or body to which the
governing body delegates the authority;

e. Unassigned - amounts that are available for any purpose; positive amounts are
reported only in the General Fund.



Note 2.

Note 3.

-18-
NOTES TO FINANCIAL STATEMENTS

Revenue Recognition - Property Taxes and Structure Assessment Fees:

Property taxes and structure assessment fees attach as an enforceable lien on property
as of the date the tax rolls are filed with the recorder of mortgages which, by law,
must be on or before November 15 of each year. Billed taxes and fees become
delinquent on January 1 of the following year. Morehouse Parish Sheriff bills and
collects the District’s property taxes and structure assessment fees using the assessed
values determined by Morehouse Parish Tax Assessor and the assessment fees
approved by the voters of the District.

Deposits with Financial Institutions

The following is a summary of bank deposits as of December 31, 2018:

Non-interest bearing demand deposit $ 224346
Interest bearing deposit 841,612
Certificates of deposit 1,025,517

$ 2.091.475

These deposits are reported at cost, which approximates market value. 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.

As of December 31, 2018, the District had $2,091,775 in deposits (collected bank
balances). These deposits were secured from risk by $500,000 of federal deposit insurance
and $1,591,775 of pledged securities either held by the counter party’s trust department
or agent in the District’s name or by the District or its agent in the District’s name.

There were no repurchase or reverse repurchase agreements as of December 31, 2018. The
District had not formally adopted deposit and investment policies as of December 31,2018
that limit the District’s allowable deposits or investments and address the specific types
of risk to which the District is exposed.

Receivables

As of December 31, 2018, receivables of the District consisted of $228,603 of property
taxes and $749,680 of structure assessment fees.
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NOTES TO FINANCIAL STATEMENTS

Note 4. Taxes and Fees

The District is authorized to levy a maximum tax of 6.83 mills on property within the
boundaries of the District for maintenance and operation beginning with the year 2009 and
ending with the year 2018. The District levied 6.65 mills for the year ended December 31,
2018. Total property taxes levied were $262,767.

The following were the principal property taxpayers for Morehouse Parish as a whole:

Total
Assessed
Taxpayer Valuation
Texas Gas Transmission Corp. $ 6,635,980
Entergy Louisiana Holdings, Inc. 6,945,500
Midcontinent Express Pipeline, LL.C 4,564,430

For the year ended December 31, 2018, in accordance with the provisions of Louisiana
Revised Statute 40:1502.13, as amended, the District levied a structure assessment fee of
$175 on persons owning residential or commercial structures and on persons owning
mobile homes, whether occupied or not, located wholly or partly within the boundaries of
the District. This tax was levied on each structure for the purpose of providing fire
protection and will expire in 2024.
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NOTES TO FINANCIAL STATEMENTS

Note 5. Capital Assets

Capital assets and depreciation activity as of and for the year ended December 31, 2018
for the governmental activities of the District is as follows:

Capital assets not
being depreciated:
Land

Capital assets
being depreciated:
Buildings
Vehicles and equipment
Total capital assets
being depreciated

Less accumulated
depreciation for:
Buildings
Vehicles and equipment
Total accumulated
depreciation

Total capital assets being

depreciated, net

Balance Balance
January December
1,2018 Increases Decreases 31.2018
$ 4500 $ - 3 - 3 4.500
$ 148278 $ - % - $ 148,278
641.372 411.254 - 1.052.626
$ 789.650 $ 411254 $ - $1.200.904
$ 99462 $§ 43838 $ - $ 103,850
446.958 64.589 - 511.547
$ 546,420 $ 68977 $ - $ 615397
$ 243230 $ 342,277 $ - $ 585507

Depreciation expense was charged to the public safety governmental function.
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Cooperative Endeavor Agreement

The District entered into a cooperative endeavor agreement with City of Bastrop,
Louisiana (the “City”), on September 11, 2013 effective for two years commencing on July
1, 2013. During the first year of the agreement, the District agreed to pay the City
$800,000. Additional amounts may be necessary to cover the actual costs incurred by the
City as aresult of the agreement, and such increase will be added to the contract sum. The
agreement with the same terms was renewed effective July 1, 2015 and July 1, 2017.

Under the terms of the agreement, the City is to provide fire protection to residents of the
District in the same manner as is provided to residents of the City subject to availability
of personnel, equipment, and water supply. During the term of the agreement, the District
must maintain ownership of (or continue to lease, as lessee) three fire trucks. The District
also agrees to maintain and keep in good repair the fire stations contracted or constructed
by the District and to pay for all utility services. The City agrees to maintain statutory
workman’s compensation insurance on all of its employees and to carry a policy of general
liability naming the District as an additional insured.

During the year ended December 31, 2017, the District paid the City $802,663 under the
agreement.

Risk Management and Contingencies

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters. The District carries
commercial insurance to reduce the risk of loss resulting from property damage or liability
claims on the fire station buildings and fire trucks. There have been no significant
reductions in insurance coverage from coverage in the prior year. Settlements have not
exceeded insurance coverage for each of the past three fiscal years.

As of December 31, 2018, the District was not involved in any litigation nor aware of any
unasserted claims.

Subsequent Events
Subsequent events were evaluated through March 6, 2019, which is the date the financial

statements were available to be issued, and it was determined that no significant event had
occurred requiring disclosure.
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO
BASTROP, LOUISIANA

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL (NON-GAAP) BUDGETARY BASIS -
GOVERNMENTAL FUND - GENERAL FUND
For the Year Ended December 31, 2018

Variance with

Final Budget -
Budgeted Amounts Favorable
Original Final Actual  (Unfavorable)
Revenues:
Property taxes $ 280,000 $§ 265,000 $ 248,024 $( 16,976)
Structure assessment fees 975,000 925,000 897,426 ( 27,574)
Fire insurance rebate 35,500 34,000 31,496 ( 2,504)
State and refuge revenue sharing 25,500 24,500 22,968 ( 1,532)
Interest 2.000 1.500 1,488 ( 12)
Total revenues $1.318.000 $1.250.000 $1.201.402 $(  48.598)
Expenditures:
Current:
Public safety:
Commissioners’ and
secretary’s compensation $ 8,500 $§ 10,000 $ 8,900 $ 1,100
Insurance 15,000 20,000 18,420 1,580
Legal and accounting 15,000 11,500 11,435 65
Miscellaneous 10,500 26,500 2,178 24,322
Outside services 840,000 874,000 871,763 2,237
Pension cost 10,000 10,000 8,356 1,644
Repairs and maintenance 20,000 40,000 59,969 ( 19,969)
Utilities 15,000 15,000 13,327 1,673
Capital outlay 450.000 415.000 411.254 3.746
Total expenditures $1.384.000 $1.422.000 $1.405.602 $ 16 398
(continued)
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO
BASTROP, LOUISIANA

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) -
GOVERNMENTAL FUND - GENERAL FUND (Continued)

For the Year Ended December 31, 2018

Variance with

Final Budget -
Budgeted Amounts Favorable
Original Final Actual  (Unfavorable)
Net changes in fund balances $( 66,000) $( 172,000) $( 204,200) $( 32,200)

Fund balance - beginning
(non-GAAP and GAAP budgetary basis) _2.295.675 _ 2.295.675 _1.829.798 _(__465.897)

Fund balance - ending

(non-GAAP budgetary basis) $2.229.675 $2.123.675 $1,625,578 $( 498.097)

Adjustments to generally accepted
accounting principles:

Revenue accruals 23,191

Expenditure accruals 48,320

Deferred inflows of resources accrual ( 5.226)
Fund balance - ending (GAAP basis) $1.691.863
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO
BASTROP, LOUISIANA

SCHEDULE OF COMPENSATION PAID COMMISSIONERS
As of and for the Year Ended December 31, 2018

The schedule of compensation paid to the commissioners is presented in compliance with
House Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislature.
Compensation of the commissioners is included in the public safety expenditures of the General
Fund. The commissioners receive compensation pursuant to Louisiana Revised Statute 404.1.

Name and Title Compensation
James Boyd, Chairman $ 2,250
Steve Mitcham 1,300
Jessie Griggs 900
Jimmy Luzader 1,300
Anthony Griffith 1.200

Total compensation

$ 6.950
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO
BASTROP, LOUISIANA

SCHEDULE OF COMPENSATION, BENEFITS,
AND OTHER PAYMENTS TO AGENCY HEAD
As of and for the Year Ended December 31, 2018

Agency Head Name: James Boyd, Chairman

Purpose Amount
Compensation $ 2.250
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HILL, INZINA & COMPANY

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROI OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Bastrop Area Fire Protection District Number Two
Bastrop, Louisiana

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 Bastrop Area Fire Protection District Number Two
(the “District™), 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 March 6, 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 atimely 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 District’s financial statements will not be prevented, or detected and
corrected, on a timely basis. A significance 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.
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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 and therefore, material weaknesses or
significant deficiencies may exist that were not identified. 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. We did identify a certain
deficiency in internal control, described in the accompanying schedule of findings and questioned
costs as item 2018-1, that we consider to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements
are free of 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 instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards.

District’s Response to Finding

The District’s response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. The 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
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.

This report is intended solely for the information and use of management, the commissioners,
others within the District, federal awarding agencies, and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties. However, under Louisiana
Revised Statute 24:513, this report is distributed by Louisiana Legislative Auditor as a public
document.

/s/ Hill, Inzina & Co.

March 6, 2019
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS WITH
MANAGEMENT’S RESPONSE AND PLANNED CORRECTIVE ACTION
As of and for the Year Ended December 31, 2017

We have audited the financial statements of the governmental activities and each major fund
of Bastrop Area Fire Protection District Number Two (the “District”), 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 March 6, 2019.
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. Our audit of the financial
statements as of December 31, 2018 resulted in an unqualified opinion.

Section I - Summary of Auditor’s Report

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

Internal Control

Significant Deficiencies ® Yes U No Material Weaknesses 0O Yes X No

Compliance

Material to Financial Statements O Yes No

Section II - Financial Statement Findings

2018-1 Inadequate Segregation of Duties (initially cited in first audit conducted by our firm as
of and for the two years ended December 31, 1993)

Criteria:

Condition:

Cause:

Effect:

Recommendation:

Adequate segregation of duties is essential to a proper internal
control structure.

The segregation of duties is inadequate to provide effective internal
control.

The condition is due to economic limitations.
Not determined.

No action is recommended.
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Management’s

response and

planned cor-

rective action: Due to the size of the board, management feels they have done all
that can be done to segregate duties. This includes hiring an outside
accountant to receive mail, pay bills, and make deposits.
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BASTROP AREA FIRE PROTECTION DISTRICT NUMBER TWO
BASTROP, LOUISIANA

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS
As of and for the Year Ended December 31, 2018
Section I - Internal Control and Compliance Material to Financial Statements
2017-1 Inadequate Segregation of Duties

Adequate segregation of duties is essential
to a proper internal control structure. Unresolved - 2018-1.

Section II - Management Letter

None issued.
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HILL, INZINA & COMPANY

INDEPENDENT ACCOUNTANT'S REPORT
ON APPLYING AGREED-UPON PROCEDURES

To the Board of Commissioners of Bastrop Area Fire Protection District Number Two and the
Louisiana Legislative Auditor:

We have performed the procedures enumerated below, which were agreed to by Bastrop Area
Fire Protection District Number Two, (the “District”) and the Louisiana Legislative Auditor
(LLA) on the control and compliance (C/C) areas identified in the LLA’s Statewide Agreed-
Upon Procedures (SAUPs) for the fiscal period January 1, 2018 through December 31, 2018.
The District’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 District’s written policies and procedures and observe that they
address each of the following categories and subcategories (if applicable to public funds and
the District ’s operations):

a) Budgeting, including preparing, adopting, monitoring, and amending the budget.

**The District had no written policies and procedures addressing these specifics relative
to budgeting.

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 District had no written policies and procedures addressing these specifics relative
to purchasing.



<)

d)

g)

h)

Disbursements, including processing, reviewing, and approving,.

**The District had no written policies and procedures addressing these specifics relative
to disbursements.

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 District had no written policies and procedures addressing these specifics relative
to receipts/collections.

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

**The District had no employees and had no written policies and procedures addressing
these specifics relative to payroll/personnel.

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 District had no written policies and procedures addressing specifics relative to
contracting.

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 District had none of these type cards and had no written policies and procedures
addressing these specifics relative to these type cards.

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

**The District made no reimbursements and had no written policies and procedures
addressing these specifics relative to travel and expense reimbursement.

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 District’s
ethics policy.

**The District had no written policies and procedures addressing these specifics relative
to ethics.



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

**The District had no outstanding debt and had no written policies and procedures
addressing these specifics relative to debt service.

Collections

2. 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 five deposit sites (or all deposit sites if less than five).

3. 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. five collection locations for five 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:

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

**The District’s collections were made by an outside CPA firm and a cash
drawer/register was not used.

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.

**The District’s collections were made by an outside CPA firm that also prepared/made
bank deposits.

¢) 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.

**The District’s collections were made by an outside CPA firm that also posted
collection entries to the general ledger.

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.

**The District’s collections were made by an outside CPA firm that also was responsible
for reconciling cash collections to the general ledger.

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

**The District’s collections were made by an outside CPA firm and none of the employees
of the CPA firm were bonded relative to the District’s collections.



5. Obtain a listing of bank accounts for the fiscal period from management and management’s
representation that the listing is complete. Ask management to identify the District’s main
operating account. Select the District’s main operating account and randomly select four
additional accounts (or all accounts if less than five). Randomly select two deposit dates for
each of the five bank accounts selected (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 ten deposits and:

a)

b)

d)

e)

Ethics

Observe that receipts are sequentially pre-numbered.
**Sequentially pre-numbered receipts were not used by the outside CPA firm.

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

**Transmittal advices were traced to the deposit slips.
Trace the deposit slip total to the actual deposit per the bank statement.
**Deposit slip totals agreed to the actual deposit per the bank statement.

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 ten miles from the collection
location or the deposit is less than $100).

**The outside CPA firm did not document the date the monies were received at the
collection location (CPA’s office). However, the first payment check was dated May 31,
2018, the deposit slip was dated June 11, 2018, and the deposit cleared the bank account
on June 13, 2018. The second payment checks were dated May 31, 2018 and June 22,
2018, respectively, the deposit slip was dated June 25, 2018, and the deposit cleared the
bank account on June 27, 2018. The outside CPA’s office is not more than ten miles
from the depository and both deposits were more than $100.

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

**The deposits were traced from the bank statements to the general ledger.

6. 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.

**None of the board members completed one hour of ethics training during the fiscal
period.



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

**The District had no written policies and procedures addressing ethics.

Other

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

**Management of the District asserted that there were no misappropriations of public funds
and assets during the fiscal period.

8. Observe that the District 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.

**The District provided no documentation that the notice was posted on its premises. The
District 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.

/s/ Hill, Inzina & Co.
Bastrop, Louisiana

February 21, 2019



