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To tile Board of C.om n~issioners 
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Parish of W ashington, Louisiana 

W ashington Parish Council 
Franklmton, Louisiana 

M EM I~ERS 
American Ins~ilule of CPAs 
Sociely of lxmlsiana CPAs 

W e havc audited the accom l3anying general purpose financial statcments of the M ount Hcrmon W ater District of the Parish 
of W ashington, Louisiar~a, a componeut unit of the W ashington Parish Council, as of December 31

, 1999, and for the ycar 
then ended, as listed in the Table of Contents. These gelmral puqm se financial statements are the respousibility of the 
district's managem ent. Our responsibility is to express all opinion on these general purpose financial statem ents based on 
our m.ldil. 

W e conducted our audit ill accordance with generally accepted auditing standards and tile standards applicable 1o financial 
audits contained in Governmental Auditing Standards, issued by the Comptroller General of the United Slates

. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial slalcmellts 
arc frec of material m isstatem ent. An audit includes exam ining, on a test basis, evidence supporting tile am ounts and 
disclosures in tile financial statem ents. All audit also includes assessing the accounting principles used and significant 
estim ates m ade by m anagem ent, as well as cvaluatingthe overall financial stalelnent presentation

. W e believe that our audit 
provides a icasonablc basis for our opin ion. 

lu our opiuion, thc general purpose financial statements referred to above present fairly
, ill all m aterial respects, the financial 

position of the M ount lterm on W ater District of the Parish of W ashington
, Louisiana, as of December 31, 1999, and the 

results of its operations and cash flows for tile 3,ear then ended ill conform ity with generally accepted accounting pr uciples
. 

Ill accordance wRh (;over/m;eplt Auditing Standards, we have also issued our report dated M arch 6, 2000, on our 
consideration of the M ount 1 ]enuon W ater District of the Parish of W ashington

, Louisiana's internal control ovcr financial 
repmling and our tests of its com pliance w ith certain provisions of laws

, regulations, contracts, and grants. 

/~ixlee 1 latzcll &  Com puuy
, (;P.As 

A Professional Accounting Corporation 
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M O UNT H ERM O N W A TER DISTRICT 

OF TIlE 
PARISH O F W ASH ING TON , LO UISIA NA 

W ashinglon Parish Council 
Fraoklinton, Louisiana 

BALANCE SHEET - PROPRIETARY FUND TYPE 
December 3 l, 1999 

A ssets 
Current Assets: 
Cash 
A ccounls P, eecivable, Net 
Accrued Billings 

Total Cm rcnl Assets 

Roslrieted A ssets: 
Cash - RUS Deprecialion & Contingency Fund 
Cash - RUS Bond Reserve Fund 

Total Rcstlicled Assets 
Properly, Plant and Equipm ent: 

Land 
W ater Syslcln 

Total Propelly, Plant and Equipm ent 
Less: Accunlolaled Depreciation 

N et Property, Plant and Equipm ent 
Olhcr Assets: 
Utility Deposits 

Total Other Asscts 

TolalA ssels 

lAabililies and Fund Equity 
Liabilities: 

Current Liabilities O'ayable From Cnrrenl Assets): 
Accounls Payable 
Sales Tax Payable 
Total Current Liabilities (Payable From Current Assets) 

Cm renl LiabJlilies (Payable From Reslricled Assets); 
Custom er Deposits Payable 
Current RU S Bond Payable 
Accrued RUS Bond lnlerest 

Total Current 1Aabilities (Payable From Restrkzled Assels) 

Continucd on lhe following page 

Thc acconll)allyilltJ> llOlCS are all integral part of these slalcnlelllS 
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2,180 

4,935 
4.111 
11.226 

8,098 
12.008 

20.106 

3,890 

__  
1~603~212 
1,607,102 

__ . (112,883D_ 
1~494~219 

220 
2213 

1.525,771 

2,908 
184 

3.092 

2,065 

7,762 
2.321 

12.148 



 

M OUNT H ERM ON W ATER DISTRICT 

O F TH E 
PARISH OF W ASIIINGTON, LOUISIA NA 

W ashingqon Parish Council 
Franklinton, Louisiana 

BALANCE SH EET - PROPRIETARY FUND TYPE 

(Continued) 
I)ecember 31, 1999 

Long-Term Liabilities: 

RUS Bonds Payable 
Total Long-Term Liabilities 

Total Liabilities 
Fund Equily: 
Conlributed Capital 
Less: Accumulated Am orlization 

Net Conlribuled Capital 
Retained Earnings: 
Reserved for RUS Bond Depreciation and Contingency 
Reserved for RUS Bond Reserve Fund 

Unresei~,ed - (D eficit) 
Total Retained Earnings (Deficit) 
Total Fund Equity 

Total Liabilities and Fund Equity 

(Concluded) 
The acconlpanying notes ale all inlegral part of these slalcnlents 
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$ 729~038 
7297038 
744~278 

897,287 

(60~359) 
836.928 

8,098 
12,008 

(75~541~ 
(55~435) 
781A93 

525.771 



 

M OUNT ItERM ON W ATER DISTRICT 
OF THE 

PARISH O F W ASIIING TON, LO UISIANA 
W ashing|on Parish Council 
Franklinton, Louisiana 

STATEM ENT B 
STATEM ENT O F REVENUES, EXPFNSES AND CH ANG ES IN UNRESERV ED 

RETAINED EARNINGS - PROPRIETARY FUND TYPE 
Year Ended December 31, 1999 

Operalillg RevelRies 
W aler Sales 
Inslallalion Fees 
Penalties 
hllercsl Ill COllie 
M iscellaneous Revenue 
Tolal Operating Revenues 

Operaling Expelises 
Operations and M aim enance - Conlract 
Office Expenses 
U1ililies 
Jiisurailce 
Accounting 
Colivell|iOllS 3lid Senlinars 
Baltk Charges 
M em belship D ues 
Deprecialion Expense 

Tolal Operaling Expense 

Net Operating Income (Loss) 

Non-Operaling Revenue (Expenses): 
lnleresl Expense 

Tolal Non-Opcraling Revenue (Expenses) 

Nel Income 0~oss) 

Anlortizt.alion of Conlribuled Capilal 
Decrease ill Reserve for Co]llinge/Icies 
(Deficfl) Relained Earnings-Unreserved 

Jaro.laD, ], 1999 
(Deficil) Relained Earnings-Unreserved December 31, 1999 

The acconlllallyillg llOles are all inlegral part of lhese sl,a|elllelllS 
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78,249 
3,6~0 
1,609 
374 
280 

84,122 

26,024 
26 

3,794 
2,103 
2,858 

64 
76 
25 

40.080 
75.050 

9.072 

(37,036) 

(27,964) 

21,303 
(89I) 

$ (75,541) 



 

M OUNT H ERM ON W ATER DISTRICT 
OF TIlE 

PARISH OF ~,VA SItIN GTON , LOUISIANA 
W ashington Parish C~unci| 
Franldinton, Louisiana 

STATEM ENT OF CASH FLOW S-PROPRIETARY FUN D TYPE 
Year Ended l)ecember 31.1999 

Cash Flows flom Opcratin~, Aclivities: 

Operating Income (Loss) 
Adiustments to Reconcile Net Opcrating lncome to Net Cash 
Provided b), OpeI ating Activities: 

Dcprecialion 
Changes in Accounts Receivable 
Changes in Accru ed Billings 
Changes in Accounts Payable 
Changes in Sales "Fax Payable 
Changes in Custom er Deposits Payable 
Changes in AccnJed RUS Bond Interest 

Total Adjustments 

Net Cash Provided by COscd For) Operating Activities 

Cash H aws fiom Capital and Related Financing Activities: 
Bond Principal Repaym ent - RUS Bond 
lnlerest Paylnents - RU S F3ond 

Net Cash Provided by Capital and Related Financing Activities 

Net Cash Increase (Dccrease) for Year 

Cash at Beginning of Year 

Cash at End of Year 

The acconlpa]lying notes arc fill integral pail of tbcsc statenlenls 

- 8 

STATEM ENT C 

9.072 

40,080 

(934) 
(655) 
(27) 
42 
800 

-  (2,g83) 
36.423 

45.495 

(8,209) 
~ (37,036) 

(45,245) 
250 

22.036 

$ 22,286 



INTRO DUCTIO N 

M O UNT IIERM O N W ATER DISTRICT 
OF TI IE 

PARISH O F W ASH ING TON, LOUISIANA 
W ashington Parish Council 
Franklinton, Louisiana 

N otes to the Financial Statem ents 
As of and for the Year Ended December 3 l, 1999 

M ount tlermon W ater District of the Parish of W ashington, State of Louisiana was established July 23, 1986, by an 
ordinance of the W ashington Parish Council. The ordinance, enacted pursuant to Chapter 8 of Title 33 of the Louisiana 
Revised Statutcs of 1950, and other constitutional aud slatutory authority supplem ented thereto, describes and defines the 
boundaries of the water district, and provides for a 5-member govern ing board of commissioners appointed by the 
W ashington Parish Co~mcil. 

M ount 1 lcrm on W atcr District was thus created mad constitutes a public corporation and political subdivision oflhc Statc 
of Louisiana, and has all the power and privileges granted by tile constitution and statutes of this state to such subdivision, 
including the authority to incur debt, to issue bonds, and to levy taxes and assessm ents. 

Constroction of the water system plant and equipment for the water system was financed under a loardgrant program fiom 

the United Slates Rural Utilities Service (RUS) office, with construction complcted in M arch, 1997. M ount Hennon W ater 
District, as of Dcccm bcr 31, 1999, serves 276 water custom ers. The district contracts the operation and m aintenance of 
the watcr system , including billings of water custom ers, to an outside agent. 

SUM M A RY O F SIG N IFICA NT A CCO UNTING PO LICIES 

A. BASIS OF PRESENTATIO N 

The accompanying general purpose financial statements of the M ount Herlnou W ater District havc been prcparcd in 

conformity with generally accepted accounting principles (GAAP) as applied to govcmmcntal units. Tbc Gm,ernmental 
Accounting Standards Boa~ d (GASB) is 1he accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. 

B. REPO RTING EN TITY 

Thc district is a com ponent unit of the W ashington Parish Council, the financial repolting entity. The council is 

financially accountable for the district because it appoints a voting nmjority of the board and has the ability to impose 
its will on them . 

The accompanying financial statem ents present information only on the funds maintained by the district and do not present 
information oll the colmci], the gone1 al govcnnnent services provided by that govermneutal unit, or the otbcr goverunleilta] 
units that comprise the financial reporting entity. 

C. FUND ACCO UNTING 

The M ount Hcm lou W ater District ofthc Parish of W ashingion, Louisiana is organized and operated on a fired basis 

whcrcby a self-balancing scl of accounts (Enterprise Fund) is maintained that comprisc its assets, liabilities, fand equity, 
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M OUNT HERM ON W ATER DISTRICT 
O F TIlE 

PA R ISH O F W A SH IN G TO N, LO UISIA NA 
W ashington Parish Council 
Franldinton, Louisiana 

N otes to the Financial Statem euts 

(Continued) 
As of and for the Year Ended December 31, 1999 

revcnues, and expenses. The operations arc financed and operated in a m anner similar to a private business eotcqm se, 

M icro the intent of the governing body is tbat the cost (expenses, including depreciation) of providing services on a 
coutinuiug basis be financed or recovered primarily through user charges. 

D. BA SIS O F A CCO UNTING 

The accounting and fiuancial reporting treatment applied Io a fired is determined by its measurement focus. The 
Enterprise Fund is accounted for ou a flow ofeeo]:onlie resources lrJcasarenlent focus and a deternliuation of net itleolne 
and capital m aintenance. W ith Ibis m easurem ent focus, all assets and all liabilities associated with the operation of this 
fund are included on the balance sheet. The Enterprise Fund uses the accrual basis of accounting. Revenues are 
recognized when earncd and expenses are recognized at the time liabilities are incurred. The Enterprise Fund uses the 
following practices in recording certain revcnues and expenses: 

Revenues 

Fees for water selwices are recorded as revenues after the m eters are read. All other revenues are recorded when 
the service has been provided. 

Expenditures 

All operating expenses, except depreciation, arc recorded when they are incuned. Depreciation is rccorded cach 
m onth ovcr the life oftl~e asset. 

E. CASIt AND CASIf EQUIVALENTS AND INVESTM ENTS 

Cash includes am ounts in demand deposits, interest-bearing demand deposits, and m oney m arket accounts. Cash 
equivalents include amounts in time deposits and those iuvestments with original m aturities of 90 days or less. Under 
state law , the district m ay dcposit funds in dem and deposits, interest-bearing dem and deposits, m oney m arkct accounts, 
or "tim e deposits w ith state banks orgauized under Louisiana law m~d national banks having their principal offices in 
Louisiana. 

Under state law, the district m ay invest in United States bonds, treasmT notes, or certificates. These are classified as 
invcstm ents if thc original m aturities exceed 90 days; however, if the original m aturities are 90 days or lcss, thcy arc 
classified as cash equivalents, luvcstm ents, if any, are stated at fair value. 

F. INV EN TO R IES 

Purchase of various operating supplics are regarded as expenditures at the tim e purchased, and invcntorics of such 

supplies (if any) are not recorded as assets at thc close of the fiscal year. 

- 10- 



G . PREPAID ITEM S 

M OUNT ItERM ON W ATER DISTRICT 
O F TH E 

PARISH OF W ASH ING TO N, LO UISIANA 
W ashington Parish Council 
Franldinton, L ouisiana 

Notes to the Financial Statem ents 

(Continued) 
As of and for the Year Ended December 31, 1999 

Purchase of item s regarded as having a future economical use are expensed when purchased, mid prepaid am ounts for 
such item s are not recorded as assets at "the close oft]le fiscal .,,,tar. 

It. RESTRICTEI) ASSETS 

Certain proceeds of the Fmterprise Fund revenue bonds, as well as cellain resources set aside for their rcpaym ent, are 
classified as restricted assets on the balance sheet because their use is limited by applicable bond covenants. 

FIX ED A SSETS 

Fixed assets of the district are included on the balance sheet of the fund. Interest costs incurred during construction are 
capitalized. Depreciation of all exhaustible fixed assets is charged as an expense against operations. Depreciation is 
computed using thc straight-line method over the estim ated usefid lives of 20 to 40 years for water system s and 5 to 10 
years for equipm ent. 

J. CO M PENSATEI) ABSENCES 

At Deeclnber 31, 1999, the district did not have employccs that accunm late or vest benefits 

K . LO NG-TERM  LIABILITIES 

Long-term liabilitics are recognized wiflfin the Enterprise Fund 

L. FUND EQUITY 

Conlributed Capital 

Grants, entitlements, or shared revenues rcceived that art restricted for the acquisition or construction of capital 
assets arc rccolded as contributed capital. Contributed capital is amortized based onlhc depreciation recognized 
on that poltion of the assets acquired from such contributions. This amortization is closed to the contributed capital 
account. 

Rcscrvcs represent those portions of fire d equity lcgally segregatcd for a specific filture use 



 

M O UNT HERM ON W ATER DISTRICT 
O F TH E 

PA R ISH O 17 W A SH ING TO N, LO UISIANA 
W ashington Parish Council 
Franklinton, Louisiana 

Notes to the Financial Statements 

(Continued) 
As of and for tile Year Ended I)ecember 31, 1999 

M . USE O F ESTIM ATES 

The preparation of financial statelncnts in conformance with generally accepted accounting principles requires 
management to m ake estimates and assumptions that affect the reported amount of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and 
expenses during the reported period. Actual results could differ from those estim ates. 

2. CASIt AND (;ASH EQUIVALENTS 

At December 3 l, 1999, the district has cash and cash equivalents (book balances) totaling $22,286, in Demand Deposits 
at one bank 

qhese deposits are statcd at cost, which approximates market value. Under state law, these deposits (or the resulting bank 
balances) nmst be secured by federal deposit insurm~ce 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 am ount on deposit witll 
the fiscal agent. These securities are held in the nam e of the pledging fiscal agent bank in a holding or custodial bank that 
is lnutually acceplablc to both parties. At December 31, 1999, the district lind $25,169 in collected bank balances, 
protected by $100,000 of federal deposit insurmlce. 

Even though the pledged securities are considered uncollateralized (Category 3) under tile provisions ofGASB Statemcut 
3, Louisiana Revised Statu te 39:1229 imposes a statutory requirement on tile custodial bank to advertise and sell the pledged 
securities within 10 days of being notified by the district that the fiscal agent has failed to pay deposited funds upon demand. 

3. RECEIVABLES 

All custom er rcceivablcs arc reported at gross value and periodically reduced by the portion that is expected to be 
uncollectible. The board of com missioners ofthe M ount Hermon W ater District revicw past due accounts and authorize 
the write-off of uncollectible am o~.mts directly against the accounts receivable account. At fiscal year-end, the district had 
not established an allowance for uncollectible accouuts, since the amount of uncollectible accounts at December 31, 1999, 
was determ ined to be imm aterial. In addition, an aging of accounts was not available at fiscal 3,car cud, although the past 
due accounts rcccivable amotmt was reported as follows: 

2- 
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M OUNT HERM ON W ATER DISTRICT 
O F TH E 

PA RISH O F W A SH IN G TO N , LO UISIA NA 
W ashington Parish Council 
Franklint on, Louisiana 

Notes to the Financial Statements 
(Continued) 

As of and for the Year Ended December 3 l, 1999 

Estimated unbilled revenues (accrued billings) are recognized at the end of each fiscal year on a pro-rata basis. The 
estim ated am ouut is based on billing during the m onth following close of the fiscal year. At December 31, 1999, M ount 
Herm on W ater District recorded accrued billings of $4,111. 

4. FIXED ASSETS 

A summ ary of fixed assets at l)ecember 31, 1999, follows 

Descriotion 

Land 

W ater Syslem 

Totals 

Life 
Yrs Cost 

40 

$ 3,890 
1,603,212 

$1,607,102
. 

Aeeuum lated 
Depreciation 

112,883 

$ 112.883 

Depreciation 
Net Current 

$ 3,890 

1,490,329 

$ 1,494,219 

40,080 

40.080 

Tim water system, financed under the United States I)epallmcnt of Agriculture, Rural Utilities Service Loan/Grant program, 
becam e operational in M arch of 1997. Equipment, furn iture, and fixtures are depreciated usingthe useful lives of 5to 10 
years, and the water distribution system uses a usefut life of 40 years. All assets are depreciated by the straight-line m ethod. 
Total depreciation expense of $40,080 was recorded fol the fiscal year ending December 31, 1999. 
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5. LO NG -TERM  DEBT 

M O UNT H ERM ON W ATER DISTRICT 
O F TIlE 

PARISH O F '~VASH ING TON, LO UISIANA 
W ashington Pa~ish Council 
Franklinlon, Louisiana 

Notes to the Financial Statements 

(Continued) 
As of mid for the Year Ended December 31, 1999 

Tile following is a smnm ary of bond trmlsactions of the M ount Hermon W ater District of file Parish of W ashington 
Louisiana for the 3'ear ended December 31, 1999: 

Bonds Payablc 
January 1, 1999 

13onds Retired 

Bonds Payable 
Decem ber 31, 1999 

1996 RU S 
W alcr 
Revenue 
Bonds 
$754.000 

$ 745,009 

(8,209) 

$ 736_800 

Bonds Payable at December 31, 1999, are comprised of the following current and long-term am ounts 

Current 
Am ount 
12/31199 

Long-Term 
Am ount 
12/31199 

Total 
Principal 
Balance 
12131/99 

1996 Revenue Bonds: 
$754,000 utility bonds, dated 2/08/96; 
due in monthly instalhnents of $3,702 

through Feb. 6, 2036; interest at 5.0% $ 7.762 $~ 29,038 _  $ 736.800 
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M OUNT HERM ON W ATER DISTRICT 
O F TH E 

PARISH OF ~NASH INGTON, LOUISIANA 
W ashington Parish Council 
Franklinton, Louisiana 

N otes to the Financial Statem ents 

(Continued) 
As of and for the Year Ended Decem ber 31, 1999 

The annual requirements to amortize all debt outstanding as of December 31, 1999, including interest payments of $869
,868 

ale as follows: 

Y ear Ending 
Decem ber 31 

2000 

2001 

2002 

2003 

2004 

2005-2009 

2010-2014 

2015-2019 

2020-2024 

2025-2029 

2030-2034 

2(135-2036 

6. FLOW  O F FUNDS, RESTRICTIO NS O N USE 

1996 RUS 
W ater Rev~lllle 

Bonds 
$754,000 

44,424 

44,424 

44,424 

44,424 

44,424 

222,120 

222,120 

222,120 

222,120 

222,120 

222,120 

51,828 

$ 1,606,668 

As of December 31, 1999, the M ount Hermon W ater District of the Parish of W ashington
, Slate of Louisiana, has one 

Rural Utilities Service (P, US) Revenue Bond. The total bond amount of $754,000 was issued I:ebnmr), 8, ] 996, at au 
interest rate of 5.0% . The ori~ginal bond resolution specifies that the bonds shall be secured and payable in principal and 
interest exclusively by a pledge of the incom e and revenues derived or to be derived from the operation of the system

. Other 
specific legal requirem ents and bond restrictions are summarized below : 

~l]le issuer, the M ount llcHnon W ater District of the Parish of W ashington
, Slate of Louisiana, covenants to fix, 

establish, mad m aintaia such rates mxd collect sudx fees, rents, or other charges for the services and facilities of the 
System , and all parts thereof, and to revise lhe sam e from tim e to tim e whenever necessary

, to pay the reasonable 
andneeessalyexl)eosesofoperatingandnlaintaillingthesysteulineaehyear a rescln.,cso s lk lgft ldslcqaircd 
and all o~ber ob ligations or indebted ~ess payablcout of the revetmcs of the System

, and which will provide revcm ~es 
in each ),ear, after paying all reasonable and necessaw  expenses of operating and m aintain ig I le System

, at least 
equal 1o 120%  of the largest am ount of principal and interest m aturing on the bonds in any future fiscal year and 
on any pal it5, bonds issued thereafter. 



c) 

M OUNT H ERM ON W ATER DISTRICT 
O F TH E 

PARISH O F W ASH INGTO N, LO UISIANA 
W ashington Parish Council 
Franklin/on, Louisiana 

Notes to the Financial Statem ellts 

(Coutinued) 
As of and for the Year Euded Deeeurber 31, 1999 

For the fiscal year ending December 31, 1999, the bond debt coverage factor was 109% , as compared to 81% for tile 
fiscal year endiug I)cccmber 31, 1998, but is below the percentage required by bond covenants. 

The cstablishmcnt and maiutcnance of a "W atcr 13ond and Interest Sinking Fund" (the Sinking Fund) suffi cient in 
am ount to pay promptly and fully tbe principal and interest on the bonds. 

The actual creation of a sinking fund was not required since the district pays required bond installments directly to Rural 
Utilities Service, on a m onthly basis. At Decelnber 31, 1999, M ount Herm on W ater District had m ade tile required 
m onthly instalhuents. 

Tile cstablishmcnt of the "W ater Revenue Bond Reserve Fund" (the ReseJ~,e Fund) by transferring from the W ater 
Revenue Ftm d, the opcratiug account of the district, m onthly in advance on or before the 20~ of each ll)onth a Still] 

at least equal to five per cent (5%) of the amount to be paid each month for bond principal and interest payments. 
Tile actual am ount to be transferred for bonds outstandiug at Decelnber 31, 1999, per the RUS LEtter of 
Conditions, was a total of $185 per month. Deposit of funds shall continue until such time as there has becn 
accum ulated in fl~e Reserve Ftm d an am ount of m oney equal to the highest combined principal and iuterest 
requirem ents of any succeeding twelve m outh period. The m oney in the Reselvc Fund is required to bc retained 
solely for the purpose of paying the principal and interest on bonds payable, upon approval by the P, ural Utilitics 
Service office, for which there would otberwise be default. Deposits to the RESEI~'e Fund were required to 
com m ence with the nlonth following completion and aceeptaucc of the improvem ents and extcusions financed with 
the procccds of tile bonds. The system improvem ents financed with the 1996 Revenue Bonds becam e revenue 
producing during M arch, 1997. 

Tile district madc all of the required deposits to tile ResErve Fund, maintaining a balancc of $12,008, at Deccmber 31 
1999. 

The establishment and maintenance of the "W atEr Depreciation and Coutingency Fund" (the Contingency Fund) 
to calc for dcprcciation, extensions, additions, improvements and rcplacemenls necessary to operate properly tile 
System , by transferring from tile W ater Revelmc l:und, tile operating account of the district, monthly in advance 
on or bcforell~e20thofcachm oulbthesum of$191 perm oJltb. M oncy in the Contingcncy Fund m ay also bc used, 
upon approval, to pay the principal and intercst on any bond for which there is not sufficicnt moucy in the Sinking 
Fund or the Reserve Fund 

The district m adc all ofthc requircd deposits to the Depreciation and Contingency Fund, m aintaiuiug a balance of $8,098 
atDecembcr 31, 1999. During the fiscal ycar ending Deccmber 31, 1999, therewasoncwithdrawalof$4,000 fiom the 
Depreciation and Conlingcney Fund for debt service paym ent, as authorized by tile Rural Utilities Service. 

c) The district, in the original bond rcsolution also obligated itself to abide by the following covcuants 

1 

2 

The district will slm t off service if the delinquent charge, witb interest and penalties accrued thcrcon, is not 
paid within fiflcen days from the date on wlfich such charges became delinqucnt. 
A penalty of 10%  will be charged on all delinquent accounts , and intercst at a reasonable late as 
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M O UNT IIERM ON W ATER DISTRICT 
O F TIlE 

PAR1SIt O F W AStlINGTON, LO UISIANA 
W ashington Parish Council 
Franklinton, Louisiana 

Notes to tile Financial Statements 

(Continued) 
As of and for the Ycar Ended December 31, 1999 

established by the district, as w ell as paym ent of a reasonable reconnect charge for tire resum ption of 
services. 
The district agrees to m aintain the System in first class repair and working order and condition. 
The district will carl), full insurance coverage on tile S),stcm in thc ra mm er required by tile Government, 
with a company licensed to do busiuess under the laws of Louisiana. 
Tile district will m aintain separate and correct records and accouuts, ,~uld will have the books audited no 
la(er than three nlonths after tile end of the fiscal year. 
The district will not sell, lease or in any ruanner dispose of the System or any substautial part thereof, 

provided the district may dispose of property flrat in its judgement is worn-oat, unserviceable, unsuitable, 
or llllJleeessal)~ ill the operation of the System . 
The district will not, except as provided by this bond resolution, voluntarily create or cause to be created 
any debt, lieu pledge, m ortgage, assignm ent, or any other charges having priority or parity with the liens 
of the Bonds upon the incom e and revenues of the System pledged as security therefor. 
That, to the extent pernfitted by law, the district will not grant a frauchise to any utility for operation within 
tile boundaries of the district. 
In operation of the System , the district will require all officers and employces in a position of authority or 
in possession of m oney derived fiom operations of the System to bc covered by a blanket/idclity bond or 
faithful perfonnance bond. 

The current rate schedule, the schedule of insurance coverages (Item # 4) and fidelity boud coverages (Item # 9) arc 
disclosed m tile "Supplenlental Information" schedules included as a part of this audit report. Non-compliance was not 
noted in tire review of tire rem aining bond covenants. 

7. FUND EQUITY 

Rcserved Retained Earnings is created in conjunction with thc issuance of revenue bonds and is fimded by transfers from 
tile revenue account, based on assets held by the water district that are restricted for bond paym ents. The purpose of the 
rescrvcd retained earnings is to service the revenue bonds. Rescrved Retained Earn ings totaled $20,106 al December 31, 
1999. 

8. DEFICIT UNRESERVED RETAINED EARNING S 

The watcr district has an unreserved retained earnings deficit of $(75,541) for the fiscal year ending Dccembcr 31, 1999. 
The deficit represents an increased deficit of $7,552 from tile $(67,989) deficit reported at December 31, 1998. 
M anagement of M ount Herm on W ater District implemented a rate increase during M ay of 1999 and will continue to 
m onitor tire level of rcvcnucs and expel~ses to detcrm ine the adequacy of the existing rate stru cture. 

9. W ATER SY STFM  M A NA G EM EN T 

Tile water district is operated under a conlract wilh an outside party. The contract managem ent providcs services for 
operation and m aintenance of the systcm , including billing services for the water district. 
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M O UNT ltERM O N W ATER DISTRICT 

O F TIlE 

PARISH OF W ASHINGTON, LOUISIANA 
W ashinglon Parish Council 
FranM inton, Louisiana 

SCH EDULE 1 
COM PARATIVE BALANCE SItEET - PROPRIETARY FUND TYPE 

D ecember 31, 1999 and 1998 
Eulerprise Fuud 

Assets 
Currellt Assets: 

Cash 
Accounts Receivable, Ncl 
Accrued Billings 

Total Current Assets 

Restricted Asscls: 
Cash - RUS Depreciation & Conliugency Fund 
Cash - RUS Bond Reserve Fund 

Total Restlicted Assels 
PJopcrly, Plant and l~quil)m enl: 
Land 
W ater System 

Total Properly, Plant and Equipm ent 
Less: Acculuulaled Dcplecialion 

Nel Property, Plant m~d Equipm ent 

Olhcr Asscls: 
Utilily Deposits 

Tolal Olhcr Assels 

Total Assets 

1Aabilitics and Fund Equity 

Liabilities: 
Current Liabilities (Payable From Cm'rent Assets): 
Accounts Payable 
Sales Tax Payable 
Total Current Liabililies (Payable From Currenl Assets) 

Current Liabilities (Payable From Restricled Assets): 
Customer Deposits Payable 
Current RUS Bond Payable 
Accrucd RUS 13ond lnleresl 

Tolal Cmrent Liabilities (Payable From Restricted Assets) 

Continoed on tile/011owing page 
The acconll)anying notes are all integral part of these statelUelllS. 
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1999 1998 

2,180 $ 
4,935 
4.111 

--  
11~226 

8,098 
12.008 
20.106 

3,890 

__  k6p60~ 21=LL_2 
1,607,102 

~~  (112,8S~ 1_ 
1.494.219 

220 
220 

2,822 
4,001 
3.456 
10.279 

9,659 
9.555 

_  
19~214 

3,890 

--  
1~603,212 
1,607,102 

_  (72,802_ L 
1.534.300 

220 
220 

$ 1.525.771 $ 1,564,013 

2,908 $ 
184 

065 
762 

,321 
148 

2,936 
142 

3.078 

1,265 
8,214 
5.205 
14.684 



 

M O UNT ItERM  ON W ATER DISTRICT 
(IF TH E 

PAR1Sll O F W AStlINGTON, LOUISIANA 
W ashinglon Parish Council 
Franklinton, Louisiana 

CO /~PARA T/V E BA LANCE SIIEET - PROPRIETARY FUND TYPE 

(Coutim~ed) 
D ecember 31, 1999 and 1998 

Long-Term Liabilities: 
RUS F3ofJds Payable 

Tolal Long-Term Liabilities 
Total Liabilities 

Fund Equity: 
Conlribuled Capital 
Less: Acctlluulatcd Am oI~tization 

Net Conlributed Capital 
Rclaincd Earnings: 
Reserved for RUS Bond D epreciation and Coulingency 
Reserved for RUS Bond ReseJ~,e Fund 

Unresc1~~cd - (Deficit) 
Total Retained Earnings (Deficit) 
Tolal Fund Equily 

Total Liabililies and Fund Equily 

(Concludcd) 
']'lie accoIllpaoying IIO~CS are an inlegral pan of these slalem enls. 
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SCH EDULE I 

EutcrDl'ise Pallid 

1999 1998 

729.038 
729.038 
744.278 

897,287 

__ .2 ,359) 
836.928 

8,098 
12,008 

--  (75~541) 
__ .~ 55~435) 

781.493 

$ 1,525.771 $ 

736.795 
736.795 
754.557 

897,287 

(39,056) 
858.231 

9,659 
9,555 

(67~989) 
(481775L 
809.456 



 

M OUNT HERM ON W ATER DISTRICT 
OF TIlE 

PARISH OF W ASHINGTON, LOUISIANA 
W ashington Paris'h Council 
Franklinton, Louisiana 

SCIIEDULE 2 
SCI1EDULE OF REVENUES~ EXPENSES AND CHANGES IN UNRESERVED 

RETAINED EARNINGS (BUDGET AND ACTUAL)-PROPRIETARY lq'UND TYPE 
Year Fm ded December 31, 1999 

And Actual for the Year Ended December 31, 1998 

Opcrating Rcvcnucs 
W ater Sales 
Installation Fccs 
Pcnaltics 
Interest lllconle 
M iscellaneous Revenue 
Total Operating Rcvenues 

Operating Expenses 
Operations and M aintenance - Contract 
Officc Expcnses 
Utilities 
Iiisurancc 
Accotlnling 
Repairs and M aintenance 
CoIw ClltiOllS alld Selllillars 
Bank Charges 
M em bership Dues 
M iscellaneous E*peJlse 
Bad Debt Expense 
D cprecialion Expense 

Total Operating Expense 

Net Opcrating Income (Loss) 

Non-Operating Revenue (Expcnses): 
]nlercst Expense 

Total Non-Operating Revenue (Expenses) 

Net lncomc (Loss) 

Am ortization of Coniributcd Capital 
Increase ill Reserve for Contiilgencies 
(Dcfiei0 Relained Earnings-Unresen,cd 

January 1, 1999 
(Deficit) Retained Earnings-Unreserved December 31, 1999 

Entcrprise Fund 

1999 
Bud cgck_  

$" 66
,000 $ 
3,80(} 
1,400 
300 
360 

71.860 

25,200 
70 

3,800 
2,300 
2,500 
700 

300 

2,800 
40.000 
77.670 

_ . (5,81.?)_ 

_ _ ~ _7 o3~Q2~_ 

1999 
Aflual 
78,249 
3,610 
1,609 
374 
280 

84.122 

26,024 
26 

3,794 
2,103 
2,858 

64 
76 
25 

40.080 
75.050 

9.072 

_~ 7 0~ 36) 
_ _ ~Lo3.%  

Variance- 
Favorable 

.~  
12,249 $ 
(190) 
209 
74 

.__  (80) 
_ 

12,262 

(824) 
44 
6 

197 

(358) 
700 

(64) 
224 

(25) 

2,800 

___  (8%  
2.620 

14.882 

$_ ._~  (27,964) $. 14,882 
21,303 

(891) 

The acconlpanying llotes are all integral pall offllese slalellleuts 
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_ __ ~L9873_ 
$ 

_ _ _~_5,541 )_ 

1998 
Actual 
66,482 
3,555 
1,383 
510 
387 

72.317 

24,841 
20 

3,718 
2,288 
2,500 
655 

294 
2,481 
40~080 
76.877 

(4,560) 

_  (37,3~  
_  07,387~ _ 

(41,947) 

21,303 

(4,929) 

_  (42,416~  
$ (67,98~ )_ 



 

I~OUNT HERM ON W ATER DISTRICT 
O F TIlE 

PARISIt OF W ASItlNGTON, LOUISIANA 
W ashington Parish Council 
Frankllnton, Louisiana 

SCtlEDULE 3 COM PAR
ATIVE SCHEDULE OF CAStf F1,OW S-PROPRIE'I'ARY FUND TYPE 

Years Ended December 31, 1999 and 1998 

Cash Flows fiom Operating Activities: 

Operating Income (Loss) 
Adjustments to Rceoncile Net Operalmg Income to Net Cash 
Provided by Operating Activities: 

Depreciation 
Changes in Aecounls Receivable 
Changes in Accrued Billings 
Changes in Due From Rural Utilities Service 
Changes in Aceounls Payable 
f'hanges in Sales Tax Payable 
Changes in Customer Deposits Payable 
Changes in Accrued RUS Bond Interest 

Total Adjus~monis 

Net Cash Pxovided by (Used For) Operating Activities 

Cash Flows from Capital and Related Financing Activities 
Bond Principal Payment - RUS Bond 
Interest Paym ents - RU S Bond 

N et Cash PJovided by Capital and Related Financing A ctivities 

Net Cash Increase (Decrease) for Year 

Cash at Beginning of Year 

Cash at End of Year 

The accompanying notes are an integral pm~, of these siatem enls 
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12~ 1N 9 12~ 1N 8 

$ 9.072 

40,080 

(934) 
(655) 

(27) 
42 
8OO 

__ __ (G~2 88~  
36.423 

45.495 

(8,209) 

(45,245) 
250 

$ ~4,560) 

40,080 

662 

(245) 
]3,880 

1,005 

(678) 
810 

__  (30~925) 
24_589 

20.029 

(6,409) 
__  (37,387) 

(43,796) 
(23,767) 

22,036 45.803 

$ 22,286 $ 22_036 



 

M O UNT HERM ON W ATER DISTRICT 
OF TH E 

PARISH O F W ASH INGTON, LO UISIANA 
W ashington Parish Council 
Franldinton, Louisiana 

SCH EDULE OF COM PENSATION PAID TO BOARD M EM BERS 
For the Year Ended December 31, 1999 

Schedule 4 

The schedule of compensation paid board m embers is presented in complim~cc with House Concurrent Resolution No. 54 
of the 1979 Session of the Louisiana Legislature. 

N A M E 

W endell Slnilh Chairman 

Everetie Roberts,Vice-Chairman 

Buddy H ohnes, Secretary/Treasurer 

Avant Vernon, Board M ember 

W illiam Estes, Board M ember 

Board of Comm issioners 
W endell Sm ilh, Chairm an 

(Resigned from 13oard on 12/31/99) 

Everctte Roberts, Vice-Chaim ~an 

Address 
34295 Sunny Hill Rd. 
M t. Herm on, LA 70450 

36095 Thomas Cryer Rd 
M r. Hennon, LA 70450 

Buddy Hohnos, Secretary/Treasurer 36093 Hv~3,. 38 
M r. Hennon, LA 70450 

Avant Vern on, Board M ember 

W illiam Estcs, Board M embcr 

27285 M t. Pisgah Rd. 
M t. Hennon, LA 70450 

38009 Bennie M orris Rd 
M r. Herm on, LA 70450 

The accompanying notes are an integral part of this statem ent 

-23- 

Term of Office 

Expires 
D ec. 31, 2000 

Expires 
Dee. 31, 2002 

Expires 
Dec. 31, 1999 

Expires 
Dee. 31, 2000 

Expires 
Dec. 31, 2002 



 

M OUNT H ERM ON W ATER DISTRICT 
O F TH E 

PARISH O F W ASH INGTON, LO UISIANA 
W ashington Parish Council 
Franklinton, Louisiana 

SCH EDULE O F INSURA NCE 
For the Year Ended Decem ber 31, 1999 

Insurance Company Coverage 

Am erican Central Insurance 
Com pany 
Policy # M EK490348 

CNA Surety 
Policy # 68463190 

Am erican Central Insurance 
Com pany 
Policy # M EK490298 

General Aggregate Lim it 

(other than Products / $200,000 
Completed Operations) 

Products / Completed 
Operations Aggregate Limit $200,000 

Personal and Adverting Injury $100,000 

Each Occurrence Limit $100,000 

Fire Dam age Limit 

Public Offi cial Position 
Schedule Boud: 

President 
Secretary-Treasurer 

Building 
Personal Property 

The accompanying notcs are an integral part of this statem ent 
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$ 40,000 
$ 40,000 

$ 9,000 
$ 75,000 

Schedule 5 

Period 

2/01/99 - 
2/01/00 

1/02/96 
Until 
Canceled 

2/1/99 - 
2/1/00 



 

M OUNT H ERM ON W ATER DISTRICT 
O F TH E 

PARISH O F W ASH ING TO N, LO UISIANA 
W ashington Parish Council 
Franldinton, Louisiana 

SCH EDULE OF W ATER CUSTOM ERS 
For tile Year Ended December 31, 1999 

Schedule 6 

As of December 31, 1999, M ount Hermon W ater District had the following number of customers 

Residential 

Comm ercial 

Total Custom ers 

SCH EDULE OF W ATER RA TES 
FOE" tile Year Ended Decem ber 31, 1999 

271 

5 

276 

At December 31, 1999, M ount Herm on W ater District had adopted the following rate schedule 

Catego~T of Service Rate/to o 

Residential: 

First 3,000 gallons 

Over 3,000 gallons $ 3.00/thsd gallons 

C om m ercial: 

First 20,000 gallons 5; 30.00 

Ovcr 10,000 gallons $ 3.00/thsd gallons 

The accompanying notes are an integral part of this statem ent. 
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M OUNT HERM ON W ATER DISTRICT 
OF TH E 

PARISH OF W ASIIINGTO N, LOUISIANA 
W ashington Parish Council 
Franl,llnton. Louisiana 

Correction Action Plan for Current Year Audit Findings 

Section 1 - Internal C ontrol and Com oliance M aterial to the Financial Statem en 

No findings for Section I 

Section 11 - M anaeem ent Letter 

N o findin~,s for Section 11 
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M O UNT H ERM ON W ATER DISTRICT 
O F TH E 

PARISH O F W ASH ING TO N, LO UISIANA 
W ashington Parish Council 
Franklinton, Louisiana 

Summ ary Schedule of Prior Year" Audit Findings 
For the Year" Ended Decem ber 31, 1999 

tion 1 - Internal Control and Com oliance M aterial to the Financial St 

Reference Num ber: 97-1 
Fiscal Year Finding Initially Occurred: Fiscal Year Ending l)ecember 31, 1997 

Description of Finding 

Schedule 8 

It was noted that as of December 31, 1997, M ount Hcrmon W ater District has not determined the anmunt of 
uncollectible accounts receivable, nor developed m~ aging of accounts receivable. It would be necessary for 
M ount Iferm on to m mm ally compile this information each month, in order to have the information needed 1o 
determine which accounts are uncollectible. W e recom mend that the water district once again notify the billing 
agent that an aging of accounts, on a m onthly basis, is required for proper m anagem ent mad reporting of 

accounts receivable. 

Corrective Action Planned (Response by M anagement) 

The board of COlm nissioners of M ount Hennon W ater District had indicated that fllcy would notify the billing 
agent that an aging of accounts receivable must be provided as of the end of each billing m omh. 

Corrective action taken: Partially 

A dditional Explanation 

The water district has notified the billing agent lhat an aged receivables listing is required on a m onthly basis 
but the required report has not been provided. 

Reference Num ber: 97-2 
Fiscal Year Finding Initially O ccurred: Fiscal Year" Ending Decem ber 31, 1997 

As of December 31, 1997, Mount Hcnnon W ater District reported a deficit of $(42,416) in unrcscrvcd retained 
earnings. ForthefiscalycarcndingDccember 31, 1998, thcdcficitincrcasedto$(67,989),mldtoa deficit of 
($75,54 l) for the fiscal year ending December 3 l, 1999. The bond requirements for the district specify that the 
water district must "...m aintain such rates and collect such fees, rents, or other charges for the services and 
facilities of the System , and all parts thereof, and to revise the same from lime to time whcuever nccessary, to 
pay the i casonable and uccessaW  expenses of operating and m aintaining the system in each year, all reserves 
or sinking fim ds required, and all other obligations or indebtedness payable out of the revenues of the System , 
and which will provide revenues m each 5,car, after paying all reasonable and ncccssm), expenses of operating 
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M O UNT H ERM ON W ATER DISTRICT 
O F TIlE 

PARISH O F W ASH INGTON, LOUISIANA 
W ashington Parish Council 
FranM int oil, Louisimm 

Snm m ary Schedule of Prior Year Audit Findings 

(Continued) 

and m aintaining tlle System, at least equal to 120% of the largest amount of principal and interest remaining 
on the bonds in any filture fiscal year..." . For the fiscal year cuding Decem ber 31

, 1999, this bond debt 
coverage factor was 109% , which is all increase from 81% for the fiscal 3'car ending December 31

, 1998, but 
is below the percentage required by applicable bond covenants. 

W e recommend that the board of conunissioners continue to monitor revenues and expenses, and tile effect of 
tile rate adjustn~ent implemented ill May, 1999. 

Corrective A ction Planned (Response by M anagemen0 

The boa]d of comm issioners implemented a rate increase in M ay of 1999, and will continue to m onitor tile level 
of revenue generated by the increase. 

Corrective action taken: Partial 

A dditional Explanation 

Continuing follow-up on this finding will be required until M ount Hennon W ater District generates m ore funds 
to operate tile water district. 

Reference N um ber: 98-1 

Description of Finding 

It was notcd within Footnote l 0 (Year 2000 Issue) of the Notes to the Financial Statenwnts, for the fiscal 3,ear 
ending Decem ber 31, 1998, that the district has not inventoried computer system s mad other electronic equipm ent 
that may be affected by the 3,ear 2000 issue, aud that outside agcucies process billiug and aceotmting data for 
tile district. Software and com puter system s of other agencies providing services to tile district have not becu 
inventoried to dctcrnfinc 3,ear 2000 com pliance. In addition, 3,ear 2000 compliance m ay be affected by tile 
operation of" electrical colnponents within utility plants. It was unknown, as of D ecem ber 31, 1998, what 
effects, if all',', failing to rem cdiate any such s3 stem s would have upon the M ount Ilennon W ater District's 
operations and financial rcporting. 

Corrective Action Planned (Response by M anagement) 

The district m aintained contact with all entities providing setwiees to M ount ltennon W ater District and did not 
cxpericncc year 2000 compliance problem s. 

C orrective A ction Taken: Final 
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M OUNT ItERM ON W ATER DISTRICT 
O F TIlE 

PARISH O F W ASH ING TO N, LO UISIANA 
W ashington Parish Council 
Franklinlon~ L ouisiana 

Sum m ary Schedule of Prior Year" Audit Findings 

(Continued) 

Section I1 - M anaeem ent Letter 

Reference N um ber: 96M -1 
Fiscal Year" of Initial M anagem ent Recom m endation: Fiscal Year" Ending 12/31/96 

Description of Finding 

W e noted in the management letter for the fiscal year ended December 31, 1996, that the fidelity bond of the 
billing agent should be checked to determine if it also provides coverage for M ount ttennon W ater District in 
the event of a fidelity loss. This clarification is required since water fees are collected by the billing agent, and 
the fidelity bond is issued in tire name of the billing agent. Initial irrdications were that fidelity bonds for billing 
agents protect the interests ofthe district. However, the fidelity bond provisions indicate that "...The prol)erty 
covered under this insurance is lim ited to property that you ox~al or hold; or for which you arc legally liable. 

However, this insurance is for your benefit only." Upon review by the State Rural Utilities Service office, file 
following opinion was issued: 

In review ing this m atter with OGC, the fidelity bond requirem ents of our procedure m ust be m et at a 
m inimum . Therefore, Rural Development must be named as co-obligee and the agreem ent between the 
borrower and the billing agent nm st state that the billing agent is liable for the collections received. This 
contract should also be specifically referenced in the fidelity bond. Therefore, the bonowcr is protected in 
accordance with RUS Instru ctions. 

W e recomm ended that the water district imm ediately notify the billing agent of the above bond rcquircm cnts 
and follow-up to determiue that their interests are protected. 

Corrective Action Planned (Response by M anagement) 

The billing agent provided a Celtificate of Insurance nmning the M ouut Hcnnon W ater Distriet, of the Parish 
of W ashington, as an additional insured for employee dishonesty coverage. 

C orrective action taken: Final 
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REPO RT O N CO M PLIANCE A ND O N INTERNAL CONTRO L OVER FINANCIAL REPO RTING 
BASED O N AN AUDIT O F G ENERAL PURPO SE FINANCIAL STATEM ENTS PERFO RM ED IN 

ACCO RDANCE W ITH GOVERNM ENT AUDITING STANDARDS 

To the Board of Conunissioners 
M ount Hcnnon W ater District of the 

Parish of W ashington, Louisiana 
W ashington Parish Council 
Franklinton, Louisiana 

W c have audiled the general purpose financial statements of the M ount tlennon W ater District of the Parish of 
W ashington, Louisiana, as of and for the year coded December 31, 1999, and have issued our report thereon dated 
M arch 6, 2000. W e conducted our audit ill accordance with generally accepted auditing standards applicable to 
financial audits contained in Government A udtting StandardL issued by the Comptroner General of the United States. 

Com pliance 
As part of obtaining reasonable assurance about M ~ether M ount tlennon W ater District of the Parish of W ashington, 
Louisiana's fiuaucial statem ents are free of m aterial m isslatemeut, we performed tests & its compliance with certain 
provisions of law s, regulations, contracts and grants, noucompliance with which could have a direct and m aterial 
effect on thc determ ination of financial statem eut amounts, t]owever, providing an opinion on compliance with those 

provisions was not an objective & our audit and, accordingly, we do not express such au opinion. The results of our 
tested disclosed instances of noncompliance that are required to be reported under Government Auditing Standards 
which are described in the Sulnmary Schedule of PriorYearAuditFiudingsasReferenceNumbcr97-1, and97-2. 

Internal C ontrol O ver Financial R eporting 
In plarmiug and pcrformirTg our audit, we considered M ou~Jt Hcnnon W ater District of the Parish of W ashington, 
].ouisiana's internal control over financial reporting in order to determine our auditing procedures for the purpose 
of expressing our opinion on the financial statements and not to provide assurauce on the intern al control over 
financial reporting. Our consideration of the intern al coutrol over financial reporting would not necessarily disclose 
all m atters in the internal control over financial reporting that m ight be m aterial weaka~esses. A m aterial weakness 
is a condition in which the design or operation of one or more of the intenml control components does not rcducc to 
a low level the i isk that m i sslalem ents ila mnounts that would be material iu relation to the financial statelneuts being 
audited m ay occur and not be detected within a tim ely period by employees in fl~e nom m l course of perfora ting their 
assigned fim clious. W c holed no m ailers involving the inlernal control over financial reporting and its opcralion thal 
we consider Io be m atcrial weaknesses. 
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Tiffs report is intended solely fi)r the inform ation of m anagement, the Legislative Auditor, and the USDA Rural Utilities 
Service. However, this report is a m atter of public record and its distribution is not lim ited. 

Brucc Harrell and Com pan 
A Professional Accounting 

M arch 6. 2000 
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