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LERO Y J. CH USTZ, CPA , APA C 

IN D EPEN D EN T AU D ITO R'S REPO RT 

Board of Com m issioners 
Livingston Parish W ard Tw o W ater D istrict 
D enham Springs, Louisiana 

P.O. BOX 158 
DENHAM SPRINGS. LA 70726 

225/667-2700 
Fax: 225/667-3553 

I have audited the accompanying general purpose financial statements of Livingston Parish W ard Two W ater 
D istrict, D enham  Springs, Louisiana, component unit of Livingston Parish Government, as of and for the years 
ended D ecem ber 31, 2001 and 2000, as listed in the Table of Contents. These general purpose financial statem ents 
are the responsibility of Livingston Parish W ard Two W ater D istrict's m anagem ent. M y responsibility is to 
express an opinion on these general purpose financial statem ents based on my audits. 

] conducted m y audits in accordance with auditing standards generally accepted in the Unked States of America; 
Government Auditing Standards, issued by the Comptroller General of the United States and the Louisiana 
OovernrnentaIAudit Guide, issued by the Louisiana Legislative Auditor. Those standards require that I plan and 
perform the audit to obtain reasonable assurance abont  whether the general purpose financial statements are free 
of m aterial m isstatem ent. An audit includes examining, on a test basis, evidence supporting the am ounts and 
disclosures in the general purpose financial statem ents. An audit also includes assessing the accounting principles 
used and significant estimates m ade by m anagement, as well as evaluating the overall general purpose financial 
statem ent presentation. I believe that my audits provide a reasonable basis for my opinion. 

In my opinion, the general purpose financial statements referred to above present fairly, in all m aterial respects, 
the financial position of Livingston Parish W ard Tw o W ater D istrict as of D ecember 31, 2001 and 2000, and 
the results of its operations and cash flows for the years then ended in conform ity with accounting principles 
generally accepted in the United States of America. 

In accordance with Government Auditing Standards, I have also issued a report dated April 26, 2002, on my 
consideration of Livingston Parish W ard Two W ater D istrict's internal control structure and a report dated 
April 26, 2002, on its compliance with laws and regulations. 

Leroy J. Chustz 
Certified Public Accountant, APAC 
April 26, 2002 
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LERO Y J. C HUSTZ, CPA, APAC 
P.O. BOX 156 

DENHh, M SPRtNGS, LA 70726 
225/667~2700 

Fax: 2254667-3553 

REPO RT O N  COM PLIAN CE AN D  O N  IN TERN AL CO N TRO L O VER FIN ANCIAL  
REPO RTIN G BASED O N  AN  ADD IT O F FIN AN CIAL STATEM ENTS PERFO RM ED IN 

ACCO RD AN CE W ITH  GO VERNM EN TA UDITIN G STANDARDS 

Livingston Parish W ard Two W ater D istrict 
D enham  Springs, Louisiana 

Compliance 
As part of obtaining reasonable assurance about whether Livingston Parish W ard Two W ater D istrict's 
financial statements are free of m aterial misstatement, I perform ed tests of complian ce with certain provisions of 
laws, regulations, contracts, and grants, noncomplian ce wkh which could have a direct an d m aterial effect on the 
determ ination of financial statement am ounts. H owever, providing an opin ion on complian ce with those 
provisions was not an objective of my audit and, accordingly, I do not express such an opinion. The results of my 
tests disclosed no instances of noncompliance that are required to be reported under Government Auditing 
Standards. H owever, I noted ce rtain imm aterial in stances of noncompliance that I have reported in the 
accompanying Schedule of Findings an d Questioned Costs. 

In planning and performing m y audits, I considered Livingston Parish W ard Two W ater D istrict's internal 
control over finan cial reporting in order to detem fine my auditing procedures for the purpose of expressing my 
opinion on the financial statements and not to provide assuran ce on the internal control over financial reporting. 
M y consideration of the in ternal control over finan cial reportin g would not necessarily disclose all m atters in the 
internal control over financial reporting that might be: m aterial weaknesses. A m aterial weakness is a condition 
in which the design or operation of one or m ore of the internal control components does not reduce to a relatively 
low level the risk that misstatem ents in am ounts that would be m aterial in relation to the finan cial statemem s 
being audited m ay occur an d not he detected within a timely period by employees in the norm al course of 
perform ing their assigned functions. I noted no m atters involving the internal control over financial reporting 
and its operation that I consider to be material weaknesses. H owever, I noted other matters involving internal 
control that I have reported to management in a separate letter dated April 26, 2002. 

This report is intended solely for the inform ation and use of Livingston Parish W ard Two W ater District's 
m anagem ent, pass-through entities, an d the Legislative Auditor an d is not intended to be an d should not be used 
by anyone other than these specified parties. 

Leroy J. Chustz 
Certified Public Accountant, APAC 
April 26, 2002 
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LIV IN G STO N  PARISH  W ARD  TW O  W ATER, D ISTRICT 
D enham  Springs, Louisiana 

CURREN T A SSETS 
Cash and cash equivalents 

Accounts receivable (net) 
U nbilled water sales 
Prepaid insurance 
inventory 

BALAN CE SH EETS 
D ecem ber 31, 2001 and 2000 

A SSE T S 

STA TEMENT A 

2001 2000 

$1,881,013 
160,102 
128,118 
66,600 

. . 140,571 

$ 1,785,198 
135,104 
122,223 
49,362 
87,592 

Total current assets 2,376,404 2,179,479 

RESTRICTED ASSETS 
Revenue bond sinking fund 
Revenue bond reserve fund 
D epreciation an d contingency fund 
investm ent designated for custom er deposits 
Savings designated for custom er deposits 

154,487 
336,146 
336,147 
254,417 

, 104,069 

156,921 
340,109 
340,109 
244,051 
94,779 

Total restricted assets 1,185,266 1,175,969 

PROPERTY, PLANT, AND EQUIPMENT, AT COST 
Land 
Construction in progress 

Plant, facilities and equipment (net) 

O TH ER ASSETS 
D eposits 

TO TAL ASSETS 

129,915 
4,201,857 
8,591,150 

127,415 
1,780,613 
6,224,204 

Total property, plan t, an d equipm ent 12,922,922 8
,132,232 

375 

See accompan ying notes to the financial statem ents 
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~11,488,o55 



LIVIN G STO N  PARISH  W ARD  TW O  W ATER D ISTRICT 
D enham  Springs, Louisiana 

CU RREN T LIA BILITIES 
Accounts payable 
Taxes payable 
Accrued salaries and leave 

BALAN CE SH EETS 
D ecem ber 31, 2001 and 2000 

Accru ed Interest Payable - current portion 
Bond payable - current portion 
Custom er deposits 

STATEMEN T A 

2001 2000 

64,411 
7,559 
8,178 
68,578 
17,000 
104,096 

$ 46,915 
6,933 
10,208 
21,490 
17,000 
80,675 

Total current liabilities 269,822 183,221 

CURRENT LIA BILITIES (PAYABLE FROM RESTRI CTED ASSETS) 
Accrued interest payable 52,269 
Bonds payable 125,000 
Custom er deposits 358,486 

LO N G-TERM  LIA BIL ITIES 
Bond payable 

55,441 
120,000 
338 830 

Total current liabilities 
(payable from restricted assets) 535,755 514,271 

Total long-term liabilities 

10,700,892 

10,700,892 

6,405,733 

6,405,733 

Total liabilities 11,506,469 7,103,225 

FUND EQUITY 
Retained earnings reserved for revenue bond 
retirem ent 

Retained earnings reserv ed for system repairs 
and improvem ents 

Contributed capital 
Retained earnings unreserv ed, undesignated 

Total retained earnings 

TOTAL LIA BILITIE S AND FUND EQUITY 

313,364 484,559 

336,147 
479,781 

, 3,849,206 

, 4,978,498 

$16,484,967 

See accompanying notes to the financial statements. 

-7- 

338,669 
479,781 
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4,384,830 

$ 11,488,055 



LIVIN G STO N  PARISH  W ARD TW O  W ATER D ISTRICT 
D enham  Springs, Louisiana 

STA TEM EN TS O F REVEN U ES, EX PEN SES, 
AN D  CH AN G ES IN  RE TAIN ED EARN IN G S 
For the Years Ended D ecem ber 31, 2001 and 2000 

W ater sales 
W ater tap fees 
Sewer m aintenance fees and charges 
Check valve charges 

STATEM EN T B 

2001 2000 

$ 2,387,524 
214,443 
27,589 

175 

$ 2,224,778 
196,902 
28,983 

51 

Total operating revenues , 2,629,731 2,450,714 

D IRECT EXPEN SES 

D epreciation 
Electricity 
Equipm ent operation and m aintenance 
System  m aintenance 
M eter reading 
Sm all tools and supplies 

325,929 
135,486 
52,298 
367,544 
81,401 
5,562 

235,736 
137,384 
54,055 
203,007 
75,336 
7,526 

Total direct expenses 968,220 713.044 

G EN ERAL AN D ADM IN ISTRATIVE EXPEN SES 

Salaries and Benefits 
Payroll taxes and group insurance 
Insurance 
Interest 
O ffice expense 
Professional fees 
Telephone 
Per diem 
Bad debt expense 
M iscellaneous 

553,530 
69,335 
118,313 
439,080 
56,177 
65,261 
22,650 
3000 
35 

16,061 

443,982 
52,737 
64,826 
295,432 
52,749 
36,558 
18,708 
3,720 
757 

18343 

Total general and adm inistrative expenses 1,343,442 988,312 

(Statement B continued on next page.) 
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LIVIN GSTO N  PARISH  W ARD TW O W ATER D ISTRICT 
D enham  Springs, Louisiana 

STATEM EN TS O F REVEN UES, EXPEN SES, 
AN D CH AN GES IN  RETAIN ED EARN IN G S 
For the Years Ended D ecem ber 31, 2001 and 2000 

Total operating expenses 

Special Services 
Forfeited discounts 
Interest 
M iscellaneous 

Gain (Loss) on sale of fixed assets 

Total non-operating incom e 

RETA IN ED EARN IN GS A T BEGIN N IN G O F Y EAR 

RETA IN ED  EARN IN G S A T EN D O F Y EA R 

STATEM EN T B 
(CONTINUED) 

2001 2000 

$ 2~311,662 

318,069 

53,015 
40,615 
122,398 
20,090 
39,481 

275,599 

593,668 

$1,701,356 

749,358 

46,865 
37,590 
111,381 
54,484 
1,231 

251,551 

1,000,909 

4,384,830 3,383,921 

See accompanying notes to the financial statements 
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LIVIN G STO N  PARISH  W ARD  TW O  W ATER D ISTRICT 
D enham  Springs, Louisiana 

STATEM ENTS O F CASH  FLO W S 
For the Years Ended D ecem ber 31, 2001 and 2000 
Increase (Decrease) in Cash and Cash Equivalents 

Cash flows from operating activities: 
Operating income Ooss) 
Adjustments to reconcile operatiug income to 
net cash provided by operating activities: 
D epreciation 
Am ortization 
(Increase) decrease in accounts receivable 
(Increase) decrease in unbilled water sales 
(Increase) decrease in prepaid expenses 
(increase) decrease in inventory 
lncrease (decrease) in accounts payable 
Increase (decrease) in accrued liabilites 

2001 

$ 318,069 

325#29 
21~252 

(24,998) 
(5,895) 
(17,238) 
(52,9z9) 
17.497 

__  85.589 

STATEgENT C 

2000 

$ 749,358 

235,736 
21,252 

(23,001) 
(27,328) 
(5.987) 

(6,659) 
49,125 

Net cash provided (used) by operating activities 667,226 99_ 2,496 

Cash flows from investing activities: 
Cash paym ents for acquisition of property 
Investment in Edward D. Jones 

(5,116,620) 
~ (10,366) 

Net cash provided (used) by investing activities _(5.126.986) 

Cash flows from capital financing activities: 
Principal paym ents 
D elinquent charges 
Forfeited discounts 
In terest 
M iscellaneous revenue 
Proceeds from D ebt O bligations 

Net cash provided (used) by capital 
financing activities 

Net increase (decrease) in cash and equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

Supplemental disclosures of cash flow inform ation: 
Cash paid during the year for: 
Interest 
In com e taxes 

(137,000) 
53,015 
40,615 
122,398 
59,571 

4,415,902 

4,554,507 

94,74J  

2,71~ I!5 

L~.811,862 

$ 374,124 
"0- 

See accompanying notes to the financial statements. 
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(2,254,199 

(131,oo~ 
46,865 
37,590 
111,381 
54,484 

_ 22,616,573 

2,735,893 

1,454,421 

1 262 694 

2~___H7,115 

$ 255,532 



LIVIN G STO N  PARISH  W ARD TW O  W ATER D ISTRICT 
D enham  Springs, Louisiana 

N otes to the Financial Statem ents 
For the Years Ended D ecem ber 31, 2001 and 2000 

SUM M ARY O F SIGN IFICAN T ACCO U NTIN G PO LICIES 

W ard Two W ater District, Denham Springs, Louisiana, was created by the Livingston Parish Police Jury 
(now the Livingston Parish Council) on August 23, 1975, pursuant to the provisions of R.S. 33:3811, et. 
seq., of the Lo uisiana Revised Statues of 1950. 

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 governm ental entities. In N ovember of 1984, 
the GASB issued a codification of governmental accounting and financial reporting standards. This 
codification is recognized as generally accepted accounting principles for state and local governm ent. The 
District has elected to apply FASB statemem s issued after N ovember 30, 1989. 

GASB Codification Section 2100 established criteria for determ ining the governm ental reporting entity 
and com ponent units which should be included within the reporting entity. The reporting entity for 
Livingston Parish includes the component unit with oversight responsibility, and other governmental 
entities within the parish for which the Council has oversight responsibility. O versight responsibility is 
determined on the basis of the following criteria: 

1. 
2. 
3. 
4. 
5. 
6. 
7. 

Financial interdependency 
Selection of governing authority 
Designation of m anagement 
Ability to significantly influence operations 
Accountability for fiscal m atters 
Scope of public service 
Special financing relationship 

Based on the previous crkeria, the Livingston Parish Council has determined that W ard Two W ater 
D istrict is part of the reporting entity based on Criteria 2, 4, and 6. 

The acc ounting policies of W ard Two W ater District conform to generally accepted accounting principles 
The following is a sum m ary of the significant policies. 

A . FUN D A CCO UN TIN G - PR OPRIETAR Y FUND TYPE 

The W ard Two W ater District is an enterprise fund. Enterprise funds are used to account for 
operations (a) that are financed and operated in a manner simi lar to private business enterprises - 
where the intent of the governing body is that the cost (expenses, including depreciation) of 
providing goods or services to the general public on a continuing basis be financed or recovered 
primarily through user charges; or (lo) where the governing body has decided that periodic 
determinations of revenues earned, expenses incurred, and~or net incom e is appropriate for capital 
m aintenance , public policy, management control, accountability, or other purposes. 
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LIVIN G STO N  PARISH  W ARD  TW O  W ATER D ISTRI CT 
N otes to the Financial Statem ents 
D ecem ber 31, 2001 and 2000 

B. FIXED A SSETS AND  LON G-TERM  LIABILITIES 

All fixed assets are valued at historical costs. It is the policy of the W ater District to capitalize interest 
costs incurred during the period of construction. N o interest costs have been capitalized during the years 
2001 and 2000. 

All proprietary funds are accounted for on a cost of services or "capital maintenance" 
measurement focus. This means that all assets and all liabilities (whether current or noncurrent) 
associated with their activity are included on their balance sheets. Their reported fund equity (net 
total assets) is segregated into contributed capital and retained earnings components. Proprietary 
fund type operating statements present increases (revenues) and decreases (expenses) in net total 
assets. 

D epreciation of all exhaustible fixed assets used by proprietary  funds is charged as an expense 
against their operations. Accumulated depreciation is reported on proprietary funds balance 
sheets or notes to the financial statem ents. D epreciation has been provided over the estim ated 
useful lives using the straight line m ethod. The estimated useful lives for plant and facilities is 
forty years, seven years for equipm ent, and four years for vehicles. 

C. BA SIS OF A CCO UN T1N G 

D 

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the 
acc ounts and reported in the financial statements. Basis of accounting relates to the timing of the 
m easurem ents m ade, regardless of the m easurem ent focus applied. 

All proprietary funds are accounted for using the accru al basis of accounting. Their revenues are 
recognized when they are earned, and expenses are recognized when they are incurred. 

U nder state law, the District may deposit funds in demand deposits, interest bearing dem and 
deposits, m oney m arket accounts, or time deposits with state banks organized under Louisiana 
law and national banks having their principal offices in Louisiana. At December 31, 2001 and 
2000, the District had cash and cash equivalents (book balances) totaling $ 2,676,373 and 
$2,792,115 respectively as follows: 
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LIVIN G STO N  PARISH  W ARD  TW O  W ATER D ISTRI CT 
N otes to the Financial Statements 
D ecem ber 31, 2001 and 2000 

Cash on hand 
D emand deposits 
Time deposits 

D ecem ber 3 
2001 2000 

650 
612,561 

2,063,162 

$ 650 
561,262 

2,230,203 

These deposits are stated at cost, which approximates market. Under state law, these deposits (or 
the resulting bank balances) must be secured by federal deposit insurance of the pledge of securities 
owned by the fiscal agent bank. The m arket 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 that is nmtually 
acceptable to both parties. Deposits (bank balances) at December 31, 2001 and 2000 secured as 
follows: 

D ece mber 31. 

Bank balance s 

Federal deposit insurance 
Pledged securities 

Total insurance and securities 
Unsecured deposits at 12/31 

2001 2000 

$ 3,059,293 $ 3,027,202 

$ 275,000 
2~780,225 

3,055,225 

$ 4,068 

$ 375,000 
2,652,202 

. 3,027,202 
-0- 

D eposits are collateralized with securities held by the pledging financial institution's trust 
departm ent or agent, in the D istrict's nam e. 

E. IN VEN TOR Y 

The District follows FASB Pronouncem ents to account for supply inventory. Inventory is valued 
at cost using the first in first out m ethod. 

Each year the District adopts an annual operating cash basis budget. Periodic comparisons of 
budget to actual data are m ade. The budget is amended as required by the circum stances. 
Encumbrance accounting is not utilized. Appropriations lapse at year end. 

G . USE OF ESTIM A TES 



LIVIN G STO N  I'ARI SH  W ARD TW O  W ATER D ISTRICT 
N otes to the Financial Statem ents 
D ecem ber 31, 2001 and 2000 

2. IN VESTM EN TS 

A sum mary of investm ents is as follows 

Cost 
M arket 

ACCO UN TS RECEIVABLE 

Custom er accounts receivable are as follows: 

Accounts receivable (gross) 
Insufficient funds checks rece ivable 
O ther 
Less: Allowance for uncollectible accounts 

Accounts receivable (net) 

RESERVE REQUIREM ENTS 

D ecem ber 3 
2001 

$ 254,417 
$ 261,013 

2001 

$161,350 
1,581 

-0- 

(2,829) 

2000 
$ 244,051 
$ 245,765 

2000 

$136,277 
1,656 

(2,82~ 

$ 135,109 

The District is required to m aintain the following reserves as a condition of the loans made to the W ater 
D istrict and/or bond covenants. 

A . R ESER VE BON D  SIN KIN G FUN D  

The funding of the "Sinking Fund" (hereinafter called the "Sinking Fund") amounts sufficient to 
pay when due the principal of and interest on the Bonds, U nrefunded Bonds and Parity Bonds 
issued as hereafter provided by this Resolution. O n or before the 20th day of each m onth there 

shall be transferred from the Revenue Fund to the Sinking Fund, (i) beginning on December 20, 
1993, a sum equal to one-fourth (1/4) of the interest falling due on the next interest payment date 
and beginning April 20, 1994, and thereafter, a sum equal to one-sixth (1/6) of the interest falling 
due on the next interest payment da~;e, and (ii) beginning April 20, 1994, and thereafter, a sum 
equal to one-twelfth (1/12) of the principal falling due on the next principal payment date, 
together with such additional proportionate sum, if any, as m ay be required to pay said principal 
and interest as the same respectively becom e due. 

B. REVEN UE BON D  R ESER 'IrE FUN D  

The funding of a "Reserve Fund" (the "Reserve Fund"), in the amount of not less than the Reserve 
Requirement, ($335,143), with an initial deposit as provided in the Supplemental Resolution at the 
tim e of delivery of the Bonds and subsequent annual deposits in the Reserv e Fund of one-fifth 
(1/5th) of the amount required to este.blish and maintain the Reserve Requiremem in the Reserve 
Fund within a period of five (5) years; provided that if any monies are withdrawn from the 
Reserv e Fund to pay principal and/or interest on the Bonds, Unrefunded Bonds or Parity Bonds, 
such m onies shall be restored from  m onies rem aining in the Revenue Fund, after m aking the 
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LIVIN G STO N  PARISH  W ARD  TW O W ATER D ISTRI CT 
N otes to the Financial Statements 
D ecem ber 31, 2001 and 2000 

C. D EPRECIA TION  AND CON TIN GEN CY FUN D 

The funding of a "Depreciation and Contingency Fund" (the "Depreciation and Contingency 
Fund") by transferring from the Revenue Fund on or before the 20th day of each month, 
com mencing with the first full m onth after delivery of the Bonds, after m aking the deposits 
referred to in (a) and Co) above, a sum equal to 5% of Gross Revenues of the System, until such 
time as the D epreciation and Co:atingency Fund contains $335,143. All monies in the 
D epreciation and Contingency Fund m ay be drawn on and used by the District for the purpose 
of paying the cost of unusual or extraordinary  m aintenance, repairs, replacem ents and extensions 
to the System; and the costs of improvemem s to the System which will either enhance its revenue- 
producing capacity or provide a higher degree of service. In the event the available balances in the 
Sinking Fund or the Reserve Fund are deficient, m onies on deposit in the D epreciation and 
Contingency Fund shall be transferred in such am ounts as are necessary to elim inate the 
deficiencies, respectively, in the Sinking Fund and the Reserv e Fund. If at any time it shall be 
nece ssary to use m onies in the Depreciation and Contingency Fund provided for the purpose of 
paying principal of or interest on Bonds, Unrefunded Bonds or Parity Bonds payable from the 
Sinking Fund or the Reserv e Fund as to which there would otherwise be default, then the m onies 
so used shall be replaced from the revenues first thereafter rece ived which are not herein above 
required to be used for current expenses or for Sinking Fund and Reserve Fund requirem ents, it 
being the intention hereof that there: shall be on deposit in the D epreciation and Contingency 
Fund at all times, as nearly as possible, the amount herein specified. 

The general obligation bonds are secured by an authorized ad valorem tax. The District has not 
levied the ad valorem tax, but has paid the general obligation bond requirements out of operating 
revenues. 

5. CH AN G ES IN  GEN ERA L FIXED ASSETS 

The following is a summary  of changes in fixed assets. 

Buildings 
Capital lease assets 
Equipm ent 
Furniture and fixtures 
Vehicles 
Plant and facilities 

Total 

BALAN CE BALAN CE 
12/31/99 ADDITION S DELETION S 12/31/00 

$ 169,351 
64,404 
335,179 
12,648 
135,353 

7,063 9~ _22 

7,780~=~  
-15- 

$ 8,817 
-0- 

15,518 
163 

33,320 
994,539 

$ -0- 
-0- 

39,419 
-0- 
-0- 
-Or 

$ 178,168 
64,404 
311,278 
12,811 
168,673 

8,058,461 



LIVINGSTON PARISH W ARD TW O W ATER DISTRI CT 
N otes to the Financial Statem ents 
D ecem ber 31, 2001 and 2000 

Less: Accumulated depreciation 

Plant and facilities (net) 

Land 

Buildings 
Equipm ent 
Furniture and fixtures 
Vehicles 
Plant and facilities 

Le ss: Accumulated depreciation 

Plant and facilities (net) 

2,569,591 

~_6,224,204 

BALAN CE BALAN CE 
12/31/00 _  ADD ITION S DELETIO N S 12/31/01 

178,168 
375,682 
12,811 
168,673 

8,058,461 

$ -0- 
414,025 

-0- 
93,620 

2,195,716 

$ o0- 
149,926 

-0- 
61,270 

-0- 

$ 178,168 
639,781 
12,811 
201,023 

10,254,177 

Depreciation expense was $325,929 for 2001 and $235,736 for 2000 

6. CH AN GES IN  LO N G -TERM  D EBT 

2,694,810 

.$ 8,591,150 

The following is a summ ary of loan transactions of the W ater District for the years ending December 31,2001 
and 2000: 

GEN ERAL 
REVEN UE OBLIGATION  
BO N D S BO N D S TO TAL 

Bonds payable at December 31, 1999 
Bonds retired 

Bonds payable at December 31, 2000 

Bonds payable at December 31, 2000 
Bonds retired 

Bonds payable at December 31, 2001 
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$ 4,000,000 
115,000 

$ 445,000 
16,000 

$ 4,445,000 
131,000 

GEN ERAL 
REVENU E O BLIGATION  
BO N D S BO N D S TO TAL 

$ 3,885,000 
120,000 

$ 429,000 
17,000 

$ 4,314,000 
137,000 



LIVIN G STO N  PARISH  W ARD  TW O  W ATER D ISTRICT 
N otes to the Financial Statem ents 
D ecem ber 31, 2001 and 2000 

Long-term debt at D ecember 31, 2001, consists of two bond issues. General obligation bonds in the amount 
of $429,000 bear interest of five per cent per annum. The 1995 Parity Bonds issued in the amount of 
$3,885,000 bear interest at rates varying from 3.35 per cent to 8.75 per cent. 

Repayment is to be made as follows 

A. $4,225,000 REVENUE PARITY BOND S OF 1994 

The bonds will m ature on April 1 in the principal amounts from $40,000 to $195,000 and will bear 
interest from April 1, 1994, payable on April 1 and O ctober 1 of each year, com mencing O ctober 1, 
1994, at the rates per annum from 3.35% to 5.65% . 

B. $255,000 U N REFUNDED W ATERW ORKS REVEN UE REFUN DIN G BONDS OF 1989 

Interest on the bonds is payable semiannually on April 1st in the amounts varying from $25,350 to 
$22,625 through the year 1999 and are issued as fully registered certificated bonds each in the 
denomination of $5,000 or any integral multiple thereof. 

C. $7,032,481 DEQ LOAN 

The District has a loan commitment of up to $9,000,000. Presently the loan is in the interim 
construction phase. The interim phase will conclude after M ay 15, 2002. At that time, the loan will 
be converted to perm anent financing and the repaym ent term  will be 20 years at 3.45% interest. 

The annual requirements to amortize all long-term debt outstanding except the DEQ loan, at December 31, 
2001, including interest of $2,387,230 and at D ecember 31, 2000, including interest of $2,647,911, are as 
follows: 

2000 

YEAR EN DED 
2001 
2002 
2003 
2004 
2005 
2006 Through 
M aturity 
Total 

RE VENUE BON DS 
1994 

PARITY BO N D S 

PRIN CIPAL 
$ 120,000 

125,000 
135,000 
140,000 
150,000 

3,215,000 

$3,885,000 

INTERE ST 
$ 211,898 

206,078 
199,703 
192,722 
185,143 

1,444,792 

~2,440,336 
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PRIN CIP AL 
$ 17,000 

17,000 
18,000 
19,000 
20,000 

338,000 
429,000 

GEN ERAL 
O BLIGATION 

BO N D S 

IN TERE ST 
$ 21,025 

20,175 
19,300 
18,375 
17,400 

111,300 
$ 207,575 

TO TAL 
$ 369,923 

368,253 
372,003 
370,097 
372,543 

5,109,092 
$6,961,911 
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N otes to the Financial Statem ents 
D ecem ber 31, 2001 and 2000 

YEAR EN D ED 
2002 
2003 
2004 
2005 
2006 
2007 Through 
M aturity 
Total 

REVEN UE BONDS 
1994 

PARITY BO ND S 

GEN ERAL 
O BLIGATIO N  

BO ND S 

125,000 
135,000 
140,000 
150,000 
155,000 

206,078 
199,703 
192,722 
185,143 
177,099 

17,000 
18,000 
19,000 
20,000 
21,000 

20,388 
19,525 
18,612 
17,650 
16,638 

TO TAL 

368366 
372,228 
370,334 
372,793 
369,737 

3,060,000 1,237,695 317,000 95,978 4,710,673 
$ 3,765,000 $ 2,198.439 $ 412,000 $188,791 $ 6,564,229 

On April 1, 1995, the District issued $4,225,000 in W aterworks Revenue Bonds with an average interest rate 
of 5.8 percent to advance refund $1,820,000 of outstanding 1989 series bonds with an average interest rate of 
8.6 percent. The D istrict purchased United States Governm ent Securities valued at $2,063,413 and deposited 
them into an irrevocable trust with an escrow agent to provide for all future debt service payments on the 
$1,820,000 of 1989 series bonds. As a result, $1,820,000 of the 1989 series bonds are considered to be defeased 
and the liability for the bonds has been removed from the District's books. $255,000 of 1989 series bonds were 
not advance refunded and rem ain on the District's books. 

The advance  refunding resulted in a difference between the reacquisition price and the net carrying amount 
of the old debt of $531,288. The difference , reported in the accompanying financial statem ents as a deduction 
from  bonds payable, is being charged to operations through the year 2019 using the straight line m ethod. The 
District completed the advance refunding to reduce its total debt service payments over the next 25 years by 
$187,382.50 and to obtain economic gain of $115,344.57. 

7. CO N TRIBU TED CAPITAL 

Contributed capital is comprised of funding from a grant provided by the State of Louisiana in the amount 
of $479,781. 

8. PER D IEM  PAID TO  BO ARD M EM BERS 

Board m embers are appointed by the Livingston Parish Council and serve at the pleasure of the Council. 
There are no set term s of office. Board m embers are paid $60 per diem for each m eeting they attend. 

BO ARD M EM BER 
Theodore G raham - President 
33580 Cane M arket Road 
W alker, Louisiana 70785-4102 

(225) 664-9189 
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10 
PER D IEM  

$ 600 
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Tyrus Cobb - Vice President 
10660 D unm ark Road 
D enham Springs, Louisiana 70726-1113 
(225) 664-9291 

Stanley Spillm an - Secretary-Treasurer 
P.O . Box 692 
W atson, Louisiana 70786 
(225) 665-2669 

John Easterly 
37917 La. H w y. 16 
D enham Springs, Louisiana 70726-0337 

(225) 664-8923 

M elvin M eyers 
7637 Curry D avis D rive 
D enham Springs, Louisiana 70726 

Theodore G raham  - President 
33580 Cane M arket Road 
W alker, Louisiana 70785-4102 
(225) 664-9189 

Tyrus Cobb - Vice President 
10660 D unm ark Road 
D enham Springs, Louisiana 70726- 1113 
(225) 664-9291 

Stanley Spillm an - Secretary-Treasurer 
33725 La. H w y. 16 
D enham Springs, Louisiana 70726-0969 

(225) 665-2669 
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11 

11 

15 

720 

360 

PER DIEM  

$ 900 
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John Easterly 
37917 La. H w y. 16 
D enham Springs, Louisiana 70726-0337 
(225) 664-8923 

D anny Turner 
7805 D enham  D rive 
D enham Springs, Louisiana 70726-1334 

(225) 665-8029 

15 

4 

9. IN CO M E TA XES 

W ard Two W ater District is exempt from all federal and state income taxes 

10. LITIGATIO N  

240 

According to legal counsel, W ard Two W ater District is the defendant in a contract dispute in which a 
construction contractor claim s additional monies are due in connection with a water llne extension. The 
contractor is seeking a settlement $450,000; however, according to the District's legal counsel, there is a 
relatively low likelihood of an outcom e unfavorable to the W ater District. 

There is also a personal injury action brought as a class action alleging injury to users of the Ward Two water 
system resulting from the presence of coliform bacteria in the water. According to legal council, there is a 
relatively low likelihood of an outcom e unfavorable to the W ater D istrict. 

11. RETIREM EN T PLAN  

W ard Two W ater District does not belong to a retirement system; however, the District contributes to the 

Social Security System as required by law. The District adopted a self- employed retirement plan (SEP) during 
1996. The D istrict contributed $10,422 into the SEP during 2001 and $10,528 for 2000. Employees are fully 
vested when the contribution is m ade by the D istrict. 
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LIVIN GSTON PARISH W ARD TW O W ATER DISTRICT 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For the Year Ended D ecem ber 31, 2001 

Section I Sum m ary of Auditor's Results 

Financial Statem ents 

Internal control over financial reporting: 

Material weakness(es) 

Reportable condition(s) 

N oncompliance m aterial to the financial statements 

Internal control over major programs 

Material weakness(es) identified 

Reportable condition(s) identified 

Type of auditor's report on compliance for major programs 

Any findings required to be reported by Section 510(a) of Circular A-133 

YES N O  N /A 

X 

X  

X 

X 

X  

X 

X 

N ot applicable 

Dollar threshold used to distinguish between Type A and Type B Programs:$
. N/A 

Is the auditee a 'low-risk' auditee, as defined by OM B Circular A-133? OYes ON o ON /A 
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LIVIN GSTO N  PARISH W ARD TW O W ATER DISTRICT 
Schedule of Findings and Questioned Costs, Continued 
D ecem ber 31, 2001 

Finding 2001-1 

Section II Financial Statem ent Findings 

State statutes require that public funds on deposit with financial institutions be fully collateralized by the 
financial institution. The D istrict's deposited balance at A mSouth Bank is collateralized with only FDIC 
coverage. The District's balance at December 31, 2001 was $104,066.36 which leaves a balance of $4,068.36 
uncollateralized. The District should take steps to ensure that all deposits are fully collateralized at all 
times. 

Finding 2001-2 

The Code of Ethics for Public O fficials prohibits a governmental entity from doing business with officials 
and employees of the governmental entity. During the year 2001, the District purchased $7,725 of fill dirt 
from Atlas Corporation, Public records at the Louisiana Secretary of State show that John Easterly, a 
m em ber of the Board of W ard Two W ater, was the incorporator and director of Atlas Corporation. This 
appears to be a violation of the Code of Ethics for Public O fficials. The District should take immediatd 
steps to correct ar rem edy this situation. 

Prior Year Findings 

N o findings to report 

Section III Federal Award Findings and Questioned Costs 

N o findings to report. 
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LIVIN G STO N  PARISH  W ARD  TW O  W ATER D ISTRICT 

M AN AGEM EN T'S CO RRECTIVE ACTIO N  PLAN  FO R CU RREN T YEAR AUD IT FIN DIN GS 
For the Year Ended Decem ber 31, 2001 

Section I-Internal Control and Com pliance M aterial to the Financial Statem ents: 

M anagem ent's response was not available at the time of the issuance of this report. 

Section II-Internal Control and Com pliance M aterial to Federal Awards: 

N o findings reported. 

Section Ill-M anagem ent Letter: 

M anagement's response was not available at the time of the issuance of this report, 
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LEROY J. C H USTZ, C PA, APAC 

Livingston Parish 
W ard Tw o W ater D istrict 
D enham  Springs, Louisiana 

P.O. BOX 158 
DENHAM SPRINGS, LA 70727 

225/667-2700 
Fax: 225/667-3553 

In planning and perform ing m y audit of the financial statem ents of Livingston Parish W ard Two 
W ater D istrict, for the year ended D ecem ber 31, 2001, I considered the D istrict's internal control 
in order to determ ine my auditing procedures for the purpose of expressing an opit~ion on the 
financial statem ents and not to provide assurance on internal control. 

H owever, during m y audit I becam e aware of several m atters that are opportunities for strengthening 
internal controls, im proving operatin g efficiencies, and reducing expenses. The m em orandum that 
accom panies th is letter sum m arizes m y com m ents and recom m endations regarding those m atters. 
I previously reported on the D istrict's internal co ntrol in m y report dated April 26

, 2002. A separate 
report dated A pril 26, 2002, contains m y report on reportable conditions in the District's com pliance 
with laws and regulations. This letter does not affect my report dated April 26, 2002, on th e 
financial statem ents of W ard Two W ater District; 

I w ill review  the status of these com m ents during m y next audit engagem ent. I have already 
discussed these com m ents with the various D istrict personnel, and will be pleased to discuss th em 
in further detail at your convenience, to perform any additional study of these matters

, or to assist 
you in im plem enting the recom m endations. 

Yours very truly, 

Leroy J. Chustz 
Certified Public A ccountant, A PA C 
A pril 26, 2002 
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Livingston Parish 
W ard Tw o W ater D istrict 
M anagem ent Com m ents 
D ecem ber 31, 2001 

1. W ork Order-Receipt Com bination 

Presently the D istrict uses a rece ipt book to docum ent the paym ent ofspecial fees and 
a separate w ork order docum entto initiate the process of providing those special services 
to custom ers. Consequently there is no connection betw een the collection of those fees 
and the scheduling of services. U nder the present system , a w ork order could be created 
and the service departm ent be directed to provide services which have either not been 
paid for or for which the fees have been diverted. The D istrict should consider creating 
a m ulti-part docum ent which will serve as both a receipt and a work order. This 
docum ent should be sequentially num bered and produced in such a w ay that no 
em ployee could recreate the docum ent by using a com puter. 

2. Control over Sewer Service Fees 

The W ater D istrict is contractually responsible for billing and collecting for Scwcr 
D istricts N um ber O ne and Tw o. As part of that responsibility, the D istrict is 
responsible for collecting a $25.00 service fee for sewer services billed by the City of 
D enham  Springs. U nder the present system , sewer custom ers who arrange for w ater 
and sewer serv ices with the City of Denham Springs arc rcquested to pay the $25.00 
service fee at W ard Tw o W ater. There is no cross check of new sewer custom ers added 
by the City of Dcnham Springs and service fce s paid to W ard Two W ater. 1 recom m end 
that som eone be responsible for m aking a periodic com parison of new sew er custom crs 
added and service fees collected. 

End of D ay Teller Balancing Procedures 

The end of the day balancing and close out procedures for tellers needs to be im proved. 
Tellers should be required to m aintain records of the m ethod of each paym ent received 
(either cash or check) and the end of the day balancing procedures should be modified 
to include a reco nciliation of paym ents received by check and by cash to the total of 
checks and cash to be deposited for that day's business. There should also be an 
independent verification, by another em ployee, of each teller's end of the day close out 
report. The above Im proved procedure w ill require that checks not be cashed out of the 
tellers' drawers for em ployees or other individuals. 

4. FixedA ssetA ecounting 


