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NOTE 9 - LOSS DUE TO DISALLOWED GRANT EXPEND ITURES 

Hurricane Andrew caused significant damage to the drainage 
system maintained by the District . The area was declared a 
Federal Disaster Area thus qualifying the District for 
reimbursement from the Federal Emergency Management Agency 
(FEMA ) for emergency repairs, clean up work and other 
expenditures . Based upon management 's understanding of FEMA 
requirements, the District entered into certain contracts 
~e]ated to this disaster . Upon completion of the contracts 
FEMA initially disallowed certain of the contract , costs 
incurred by the District . The District with the aid of it 's 
consultant appealed this denial. At the time the expenditures 
occurred , the District recorded as revenue and receivable the 
amount management estimated that the District would ultimately 
receive frem FEMA . 

Final settlement was reached in the current year between FEMA 
and the District . The final settlement resulted in the 
]District receiving less funds from FEMA than was originally 
anticipated . This settlement resulted in an excess of payments 
=o contractors over amounts anticipated to be received from 
FEMA of approximately $113,000 which was charged to revenue 
during the current year . 

NOTE ]0 - CONCENTRA TIONS 

The majority of the District's revenues come from property tax 
revenue . The property taxes collected during the audit period 
accounted for approximately 81% of the District 's total 
r e v e n u e . 

NOTE i] - RELATED PA RTY 

As noted in Note 8, the District , a component unit of St . Mary 
Parish Council, has an intergovernmental agreement with St . 
Mary Parish Council - the primary government . See Note 8 for 
further details . 
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NOTE 1 - SUM%iARY OF SIGNIFICANT ACCOUNTING POLICIES (continued ) 

A fund is a separate accounting entity with a 
self-balancing set of accounts . An account group , on the 
other hand , is a financial reporting device designed to 
provide accountability for certain assets and liabilities 
that are not recorded in the funds because they do not 
directly affect net expendable available financial 
r e s o u r c e s . 

Funds are classified into three categories : governmental, 
proprietary and fiduciary . Each category , in turn, is 
divided into separate "fund types." 

The District 's current operations require only the use of 
one governmental fund, the general fund and two account 
groups, the general fixed assets account group and the 
genera] long-term debt account group . 

Governmental Fund 

Genera] Fund 

The General Fund is the primary operating fund of the 
District . It is used to account for all financial 
resources of the District, since at the current time no 
other funds are required . 

c . Basis of Accounting 

The accounting and financial reporting treatment applied to 
a fund is determined by its measurement focus. All 
governmental funds are accounted for using a current 
financial resources measurement focus . With this 
measurement focus, only current assets and current 
liabilities generally are included on the balance sheet . 
Operating statements of these funds present increases 
(i.e., revenues and other financing sources) and decreases 
(i .e ., expenditures and other financing uses) in net 
current assets . 

The modified accrual basis of accounting is used by all 
governmental fund types. Under the modified accrual basis 
of accounting , revenues are recognized when susceptible to 
accrual (i .e ., when they become both measurable and 
available). "Measurable" means the amount of the 
transaction can be determined and "available" means 
collectible within the current period or soon enough 
thereafter to be used to pay liabilities of the current 
period . Expenditures are recorded when the related fund 
liability is incurred . 
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I~ITTS ~  ]VIATT:|~ 
a corporation of 

certificd public accountants 

_I DdeRend _e n _t Auditors ' Remort 

Board of Comm issioners 
St . Mary Parish Consolidated 

Gravity Drainage District No . 1 
Franklin , Louisiana 

We have audited the accompanying genera] purpose financJ a] 
statements of St . Mary Parish Consol ] dated Gravity Drainage 
D:Lstrict No . 1, a component unit of St . Mary Parish, as ol 
September 30, ]996, and for the year then ended , as listed JH 
the tab] e of contents . These genera] purpose financial 
statements are the responsibility of St . Mary Parish Consolidated 
Gravity Drainage District No . ] 's management . Our responsibility 
is to express an opinion on these genera] purpose financial 
statements based on our audit . 

We conducted our audit in accordance with generally accepted 
auditing standards, and Government Auditinq Standards issued by 
the Comptro ller Genera] 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 includes examining , on a test 
b asis , eviden~:e supporting the am ol~nts and dJsclossres Jn the 
general purpose financial statements . An audit also includes 
assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall 
general purpose financial statement presentation . We believe 
that our audit provides a reasonable basis for our opinion . 

- ]- 
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ST. MARY PARISH 
CONSO LIDATED GRAVITY DRAINAGE DISTRICT NO . 1 

In Fund Balance -- Budget and Actual 
(GENERAL FUND -THE ENTITY'S ONLY GOVERNMENTAL FUND TYPE) 

For the Year Ended Septem ber 30, 1996 

Revenues 
Ad valorem taxes 
Intergovernm ental revenues 
State Hazard M itigation Grant 
State revenue sharing 
Use of m oney and property 
Loss due to disallow ed 
grant expenditures 

Total revenues 

Expenditures 
Current operating 
Drainage 
Salaries and per diem s 
Pum p operation and m aintenance 
Personnel benefits 

Insurance 
Truck expenditures 
Utilities 
M iscellaneous 
Debt Service 
Debt principal 
Debt interest 
Capital outlays 

Total expenditures 

VARIANC E 
FAVO RABLE 

BUDGET ACTUAL CUNEAVORABLE) 

$609,000 

72.158 
66,642 
7.500 

$608,921 ($79) 

72,158 
66,642 
7.777 277 

(112,954) 
755,300 642,544 

233,232 
165,765 
102,419 
79,700 
23,534 
6,000 
21.937 

42,245 
6,346 

274.955 

956,133 

214,949 
140,406 
88,737 
73,900 
19,787 
5,728 
14,220 

42,245 
6,346 

113.448 

(112,954) 
(112,756) 

18,283 
25,359 
13,682 
5,800 
3,747 
272 

7.717 

161.507 

719.766 236,367 

Excess (deficiency) of revenues 
over expenditures (200,833) (77,222) 123,611 

Fund balance at beginning of year $200,833 

Fund balance at end of year 

200,833 

$123,611 $123,611 

The accom panying notes are an integral part of these financial statem ents 
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NOTE 7 - PENSION PLAN (continued) 

The "pension benefit ob ligation " is a standardized disclosure 
measure of the present value of pension benefits, adjusted for 
the effects of projected salary increases and step-rate 
benefits, estimated to be payable in the future as a result of 
employee service to date . The measure, which is the actuarial 
present value of credited projected benefits, is intended to 
help users assess the System 's funding status on a 
going-concern basis, assess progress made in accumulating 
sufficient assets to pay benefits when due , and make 
comparisons among public employee retirement systems and 
employers. The System does not make separate measurements of 
assets and pension benefit obligation for individual employers . 
The pension benefit obligation at December 31, 1995, for the 
System as a whole, determined through an actuarial valuation 
performed as of that date, was $762.8 million. The System 's 
net assets available for benefits on that date were $647.6 
million , leaving an unfunded 
$115.2 million. The District' 
. 08% of total contributions 
entities . 

pension benefit obligation of 
s 1996 contribution represented 
required of all participating 

Historical trend information showing the Systera's progress in 
accumulating sufficient assets to pay benefits when due is 
]]resented in the System 's December 31, 1995, comprehensive 
annual financial report . The District does not guarantee the 
benefits granted by the System . 

NO TE 8 - COMM ITMENT 

The District entered into an intergovernmental agreement with 
the St . Msry Parish Council and the City of Franklin for a 
flood control improvement project at the Bayou Yokely Pump 
Station. The total cost of the project is estimated to be 
approximately $5,550,000 and includes an estimated $850,000 of 
in-kind services. The cash portion of the project totalling 
$4,700,000 is to be funded approximately 70% ($3,890,000) by 
the Department of Transportation and Development and the 
remaining 30% ($810,000) is to be funded by the three local 
entities in equal shares . The City of Franklin is overseeing 
the three local government's participation in the project. The 
City of Franklin maintains separate financial information for 
the project which is included in the City's financial report 
for the year ended April 30, ]996, which is available from the 
City Clerk. The District's cash portion of the project costs is 
to be funded in three equal increments of $90,000 over a three 
],ear period . The third payment was due , but had not been paid 
as of the year ended September 30, 1996. The portion of the 
agreement related to the providing of in-kind services has not 
yet been finalized . 
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NOTE 6 

Board 
ended 

COMPENSAT ION OF BOARD MEMBERS 

members received the following per diems for the year 
September 30 , 1996 : 

Name 

Herbert Barras, Jr . 
Clarence Charatain 
Lenis Clements, Jr . 
Donnie Ceots 
Cleveland Jackson 
Craig Peilerin 
Raphael Rodriguez, Jr 
Harold Thibodaux , Sr . 

NOTE 7 - PEN SION PLAN 

Amount 

$ 250 
550 
550 
500 
400 
450 
500 
50 

$9,25~ 

All full-time employees of St:. Mary Parish Consolidated Gravity 
Drainage District No . 1 participate in the Parochial Employees ' 
Retirement System of Louisiana (Plan A ), a cost sharing 
multiple-employer public employee retirement system . The 
)payroll for the District employees covered by the System for 
"~he year ended September 30, 1996 is approximately $193,000; 
"=he District's total payroll is approximately $211,000. 

Employees are entitled to retirement benefits when the 
combination of attained age and years of service meet certain 
specified requirements . The minimum years of service for 
receiving retirement benefits is ten years. Benefits vest 
based on a sim ilar method of combination of minimum years of 
service and attained age . The System also provides death and 
disability benefits. Benefits are established by the State 
Legislature . 

Covered employees are required by the State Legislature to 
contribute 9.50% of their gross salary to the plan in ]995 and 
L996. The District is required by the same statute to 
contribute 8.00% of each employee 's gross salary to the plan in 
3.995 and 7 .25% Jn 1996 . Each individual employer 's actuarially 
determined contribution requirement has not been calculated . 
However , the annual contribution rate for all employers as a 
whole has been determined to be approximately $23.4 million to 
fund the plan over a forty year payment period . The actual 
contributions (employees and employers) for the plan as a whole 
for the year ended December 31, 1995, was approximately $48.5 
million . The District 's contribution made for the year ended 

September 30, 1996 was apprexJmately $32,800 which consisted of 
approximately $14,400 from the District and approximately 
$18,400 from employees. The District's contributions 
represented 8.00% in 1995 and 7.25% in 1996 of covered payroll. 
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NOTE ] -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Assets in the general fixed assets account group are not 
depreciated . 

G . Compensated Absences 

Employees earn vacation and sick leave annually at varying 
rates depending upon length of service . These compensated 
absences are allowed to accumulate from period to period if 
not used . 

H . Memorandum On ly - Total Columns 

NOTE 2 - CASH AN/) CASH EQUIVALENTS 
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INDEPENDENT AUD ITORS ' REPORTS ON INTERNA L CONTROL STRUCTURE , 
AND COMPL IANCE 



NOTE 3 - TAXES 

NOTE 4 - FIXED A SSETS 

A summary of changes in genera] fixed assets for the year ended 
September 30, 1996, follows : 

Beglnning 
Balance 

Building and 

Improvements $ 196,578 
Equipment 810,569 

Ending 
Additions Reductions Balance 

$ 1,314 
22~ 136 

Total $1,00~ 147 $ ~=~ 45q 

NOTE 5 - NOTE PAYABLE 

$ 197,892 
832 ,705 

$1,030,597 

The District entered into a finance agreement with a vendor 
related to the purchase of new equipment in 1995

. The 
agreement is for $130,175 over thirty-six (36) months. As of 
September 30, 1996, the outstanding principal balance is 
$61,734. 

The following details the note payable at Sepneraber 30
, 1996 

Note payable to Contractors Finance Company of 
Louisiana, secured by one 1995 Gr~dall 
Excavator Machine bearing an interest rate of 
7.50% payable in monthly installments, with 
the final payment due on January 23, 1998 

$61,734 

Aggregate future maturities for the debt including interest of 
$3,054 are approximately : 

For years ending September 30, 1997 
1998 
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48 ,591 
16 ,197 

$~4,788 



 

ST. MARY PARISH 
CO NSOLIDATED GRAVITY DRAINAGE DISTRICT NO . 1 

Com bined Balance Sheet - All Fund Types and Accounl Groups 
September 30, 1996 

A.ssels and Ojher DebiLs 

Cash and cash equivalenls 
Accounts receivable - other 
Building and im provemenls 
Equipmenl 
Amounts 1o be provided for rel#e- 
m ent of general Iong-lerm 
debt 

Total assets and olher debits 

Liabilities~ ECLuity and Oth.er Credits 

Liabilities: 
Accounts payable and accrued 
expenses 
Note payable 

Tolal liabililies 

Governmental 
Fund 
Type Accfiunt Groups 

General General Generat Long 
Fund Fj,e_~l Assets Ter mD e~=~t 

$176,677 
7.037 

$197,892 
832.705 

$183,714 $1,030,597 

$60,103 

60.103 

Equily and other credits: 
Investment in general fixed assets $1,030,597 
Fund balance, unreserved, 
undesignated 123,611 

Tolal equity and elher assets 

Tolal liabilities, equily, and other 
assets 

$61.734 

$61,734 

$61.734 

61,734 

123,611 1,030,597 

$183,714 $1,030,597 $61.734 

Total 
(MEMORANDUM 

ONLY) 

The accompanying notes are an integral part of these financial slatements 

$176,677 
~ 7,037 
197,892 
832.705 

61,734 

$1,276,045 

$60,103 
61,734 

121.837 

1,030,597 

123,611 

1,154,208 

$1,276,045 



 

ST . MA RY PA R ISH 
CON SOL IDA TED GRAV ITY DRA INAGE D ISTR ICT NO . 1 

Notes to the Financial Statements 
September 30, 1996 

NOTE 1 - SUMM ARY OF SIGN IF ICANT ACCOUNT ING POL IC IES 

St . Mary Parish Consolidated Gravity Drainage District No . 1 
was created by Resolution No . 500 of the St . Mary Parish Police 
Jury on December ii, 1946. The District encompasses the area 
in west St . Mary Parish from Calumet, Louisiana to the S~ . Mary 
Parish line near Jeanerette, Louisiana . The purpose of the 
District is to construct and raaJntain gravity drainage works in 
the above stated area . 

The financial statements of the St . Mary Parish Consolidated 
Gravity Drainage District No . 1 have been prepared in 
conformity with generally accepted accounting principles (GAAP) 
as applied to governmental units. The Governmental Accounting 
Standards Board (GASB) is the accepted standard-setting body 
for establishing governmental accounting and financial 
reporting principles. The more significant of the District 's 
accounting policies are described below . 

A . Reporting Entity 

In evaluating how to define the governmental unit , for 
financial reporting purposes, consideration has been given 
to the following criteria as set forth in GAAP : 

a 

b 
c 

d 

Financial benefit 
Appointment of a 
Imposition of wil 
Fiscally dependen 

Based upon the above criteria , the District: is a component 
unit and integral part of St . Mary Parish (the primary 
government ). 

These financial statements include only the operations of 
the District . 

B . Fund Accounting 

The District uses funds and account groups to report on its 
financial position and the results of its operations. Fund 
accounting is designed to demonstrate legal compliance and 
to aid financial management by segregating transactions 
related to certain government functions or activities . 
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ST . MARY PARISH 
CONSOL IDATED GRA V ITY DRA INAGE D ISTR ICT NO . 1 
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Disallowed arant expenditures 

Auditors ' Comments 

Condition : Hurricane Andrew caused significant damage to the 
drainage system maintained by the District . The area was 
declared a Federal Disaster Area thus qualifying the District 
for reimbursement from the Federal Emergency Management Agency 
(FEMA ) for emergency repairs, clean up work and other 
expenditures. Based upon management 's understanding of FEMA 
requirements, the District entered into certain contracts 
related to this disaster . Upon completion of the contracts 
FEMA initially disallowed certain of the contract costs 
incurred by the District . The District with the aid of it 's 
consultant appealed this denial. At the time the expenditures 
occurred , the District recorded as revenue and receivable the 
amount management estimated that the District would ultimately 
[eceive from FEMA . 

Final settlement was reached in the current year between FEMA 
and the District . The final settlement resulted in the 
District receiving less funds from FEMA than was originally 
anticipated . This settlement resulted in an excess of payments 
=o contractors over amounts anticipated to be received from 
FEMA of approximately $113,000 which was charged to revenue 
during the current year . 

be directly 
general FEMA regulation requires that expenditures 
related to damages caused by the disaster . 

Effect : Disallowance of certain 

Cause : Not determ ined 

M anaaem ent 's Comm ents 

expenditures for reimbursement 

Our main interest after Hurricane Andrew was to protect fam ilies 
anti business from flood damage . Many of our drainage ditches and 
canals were blocked by storm debris . We met with representatives 
of FEMA and we believed that FEMA approved of and would reimburse 
the District for the work the contractor was to perform . The 
final review and settlement made by FEMA disallowed some of the 
work that we believed they initially approved . We believe that 
under the emergency circumstances we acted in the best interest 
of the people by restoring safe and proper drainage as soon as 
possible . 

- 20- 



NOTE i SUMMARY OF SIGN IF ICANT ACCOUNTING POL ICIES 

C . Basis of Accounting (continued ) 

The follow ing is a su~ nary of 
policies for its major revenue 

(continued ) 

the Distrlct 's recognition 
so u r c e s : 

Ad valorem taxes and the related State revenue sharing 
(which is based on population and homesteads in the Parish) 
are recorded in the year the taxes are assessed . 

Revenues from grants are recognized when management 
believes all significant applicable grant requirements have 
been met . 

Interest income on investments is recorded when the 
investments have matured and the income is available . 

D . Budgets 

Budgets are adopted on a basis consistent with generally 
accepted accounting principles. Annual appropriated 
budgets are adopted for the general fund . All annual 
appropriations ]apse at fiscal year end . Budgets are 
amended when needed upon approval by the Board . 
Encumbrances are not recorded by the District . 

E . Cash and Cash Equivalents 

The District is permitted by law to invest its funds in 
certain banks and other financial institutions located 
within the state . They may also invest in certain 
government backed securities . 

For financial statement purposes, cash and cash equivalents 
include demand deposits, money market accounts, and/or 
certificates of deposit . 

Cash and cash equivalents are stated at cost , which 
approximates market . 

F . Fixed Assets 

Genera] fixed assets are not capitalized 
to acquire or construct 
acquisitions are reflected as 
funds , and the related assets 
fixed assets account group 
co st . 

them 
in the funds used 
Instead , capital 

expenditures in governmental 
are reported in the general 
Fixed assets are valued at 

The costs of normal maintenance and repairs that do not add 
to the value of the asset or materially extend asset lives 
are not capitalized . 
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P JTTS &  M ATT]~; 
a cm poratlon of 

cerlified public accountants 

Board of Commissioners 
St , Mary ParJsh Consolidated GravJty 

l)raJnaqe District No . ] 
Franklin , Louisiana 

We have audited the general purpose financial statements of St
. Mary Parish Conso] J dated Gravity DraJ nage DistrJ ct No

. I, a 
component unit of St . Mary Parish

, for the year ended September 
30, ]996, and have issued our report thereon dated December 19

, ] 996 . 

We conducted our audit in accordance with generally accepted 
auditing standards and Government AudJtin~

_ _Standa_rd_ s_ , issued by 
the Comptro ller Genera l o f the Un ited States . Tho se standard s 
require that we plan and perfornt the audit to obtain reasonable 
assurance about whether the general purpose financial statements 
are free of material misstatement . 

]3-- 
p. o. box 2363 --  morgan city, louisiana 70381-2363 --  (504) 384-7545 



Semreaation of Duties 

A udito rs ' Cor~nent s 

Condition : While performing audit tests and inquiring about 
internal control, we discovered that there is very little 
segregation of duties within the District 's accounting 

function . 

Criteria : Ordinarily , the accounting duties performed in an 
organization are segregated to reduce possible errors or 
irregularities that could occur in the accounting records and 

not be detected . 

Effect : Lack of segregation of 
weakness in internal accounting 

duties results in a material 
controls . 

Cause : The District has limited personnel 

M anaaem ent 's Co~ nents 

We have reviewed this situation with our CPA and have decided 
that the additional controls derived by employing an additional 
person in our bookkeeping area is outweighed by the additional 

personnel costs . 
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P ]TTS ~~ M A TTE 
a corporation of 

certified public accountants 

INDEPENDENT AUD ITORS ' REPORT ON COMPLIANCE BASED ON AN AUD IT OF 
GENERAL PURPO SE F INANC IAL STATEMENT S PERFORMED IN ACCORDANCE W ITII 

GOVERNM ENT AUD IT ING STANDARDS 

Board of Commissioners 
St . Mary Parish Consolidated Gravity 

Drainage District No . 1 
Franklin , Louisiana 

We have audited the genera], purpose financial statements of St . 
Ma~y ParJ sh Consol J dated G~avJty DraJ nage District No . i, a 
component unit of St . Mary Parish , as of and for the year ended 
September 30, 1996, and have issued our report: thereon dated 
December ]9, ]996 . 

We conducted our audit 
auditing standards and 
the Comptroller General 

in accordance with generally accepted 
Government Auditinq _  Standar_d s , 

require that we plan and 
assurance about whether 
material m isstatement . 

issued by 
of the United States . Those standards 
perform the audit to obtain reasonable 
the financial statements are free of 

Compliance with laws, regulations, contracts, and grants 
app licab le to St:. Mary Parish Consolidated Gravity Drainage 
District No . ] is the responsibilSty of St . Mary Parish 
Co nsolidated Gravity Drainage District No . ]'s management . As 
pa rt of obtain]ng reasonable assurance about whether the 
financial statements are free of material misstatement , we 
performed tests of St . Mary Parish Consolidated Gravity Drainage 
District No . l's compliance with certain provisions of laws, 
regulations, contracts, and grants. However, the objective of 
our audit of the financial statements was not to provide an 
op]nJon on overall compliance with such provisions;. Accordingly , 
we do not express such an opinion . 

- ]7- 

1~. o. box 2363 --  rnorga,a city, louisiana 7038}-2363 --  ($04] 384-7545 



The resu lts of our 
noncompliance that 
Government Auditin 

tests disclosed 
are requ 
Standards 

ired to 
~ These 

Items of Noncompliance section 

A similar report issued by 
ended September 30, ]995, 
wh:[ch was corrected during 

December 19, 1996 

]8-- 

two material instances of 
be reported herein under 
items are included in the 
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Failure to amend the budqeL 

Auditors Comment s 

Lou isiana 

Cr iteria 
Dudget 
ue v e n u e 

budgeted 

We discovered that. /he District did not comply with 
statues related to budgetary authority and control 

State laws affecting budgeting requires that the 
be amended when revenue collections plus projected 
collections are failing to meet estimated annual 
revenues by five percent or more 

Noncompliance with state law 

Cause : The District was unaware of the impact the final 
settlement by the Federal Emergency Management Agency 
(Hurricane Andrew disaster assistance) would have on their 
operations . 

M ana~em ent 's Comm ents 

We normally prepare a budget, then review and amend it as needed 
throughout the year . We were aware that the final FEMA 
settlement was less than originally anticipated . However , we 
thought that since it related to a prior year occurrence it was 
not necessary for us to amend this year 's budget . 

19- 



MA TER IAL WEAKNESS 



However, we noted a matter involving the internal control 
structure and its operation that we consider to be a material 
weakness as defined above . This condition was considered in 
determining the nature, timing, and extent of the procedures to 
be performed in our audit of the general purpose financial 
statements of St . Mary Parish Consolidated Gravity Drainage 
District No . i. A description of this weakness is included in the 
material weakness section of this report. 

A similar report issued by us dated January 23, 1996 for the year 
ended September 30, ]995 contained one material weakness in 
internal accounting control. A similar comment is repeated this 
year . 

Tbis report is intended solely for the use of the management of 
the District , the Legislative Auditor of the State of Louisiana 
and the Finance Committee of the St. Mary Parish Council. 
Hewever, this report is a matter of public record, and its 
distribution is not limited . 

December 19 , ].996 
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ITEM S OF NONCOM PL IANCE 



any internal control structure, errors or irregularities may 
nevertheless occur and not be detected. Also, projection of any 
evaluation of the structure to future periods is subject to the 
risk that procedures may become inadequate because of changes in 
conditions or that the effectiveness of the design and operation 
of policies and procedures may deteriorate . 

In planning and performing our audit of the general purpose 
financial statements of St . Mary Parish Consolidated Gravity 
Drainage District No . i, for the year ended September 90, 1996, 
we obtained an understanding of the internal control stru,cture . 
With respect to the internal control structure, we obtained an 
understanding of the design of relevant policies and procedures 
and whether they have been placed in operation , and we assessed 
control risk in order to determine our auditing procedures for 
the purpose of expressing our opinion on the general purpose 
financial statements and not to provide an ()pinion on the 
internal control structure . Accordingly, we do not express such 
an opinion . 

We noted one matter involving the internal control structure and 
its operation that we consider to be a reportable condition under 
standards established by the American Institute of Certified 
Public Accountants . Reportable conditions involve matters coming 
to our attention relating to significant deficiencies in the 
design or operation of the internal control structure that , in 

our judgment, could adversely affect the entity's ability to 
record , process , summarize , and report financial data consistent 
with the assertions of management in the general purpose 
financial statements . 

A material weakness is a reportable condition in which the design 
or operation of one or more of the specific internal control 
structure elements does not reduce to a relatively low level the 
risk that errors or irregularities in amounts that would be 
material in relation to the general purpose financial statements 
being audited may occur and not be detected within a timely 
period by employees in the normal course of performing their 
assigned functions . 

Our consideration of the internal 
necessarily disclose 
structure that might 
would not necessarily 
also considered to be 

all matters 
contro l structure would not 
in the internal control 

be reportable conditions and accordingly , 
disclose all reportable conditions that are 
material weaknesses as defined above . 
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