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INDEPENDENT AUDITOR'S REPORT 

The Board of Conunissioners East Allen Parish Waterworks District: Oberlin. Louisiana 

La~a,~1~ ~., 7050~ 03'8~ 2'2 3312 1201 B ~"e~r ~enu~ !, le301 MorQan :; t~ L~ 703~,3 (~24 2:4 6264 4OS v% Cc,tt: St,ee; VIIle P .~ e (~ 70~185 (16 Z{{ 2792 113 Ea: B'd~ St~e~l 8feau~ 8rl:Ge LA ~0517 (:~;, 33 ~020 4C4 ~ Vegret AbU8% lie L~ 70510 (:qS; B,: 5470 231 E La~'e A,enue ~ur :e L~ 7053!. 2011 MJ ~,:F. ~rlv{ (3IE~ 441 ~4 We have audited the accompanying general purpose financial statements of th( East Allen Parish Waterworks District (District), a component unit of the A]]e~ Parish Police Jury, as of and for the year ended December 31, 1996. These genera] pu[pose financial statements are the responsibility of the District's management. Ou[ responsibility is to express an opinion on these general purpose financi;,] statements based on our audit. We conducted our audit in accordance with standards, Goverr~lent Auditing Stan d_ard___s, issued by generally accepted auditilzg the Comptroller General of th~ United States, Those standards require that we plan and perform the audit: to obta:it reasonable assurance about whether the general purpose financial statements are fr(,( of material m~sstatement. An audit includes examining, on a test basis, evident( supporting the amounts and disclosures in 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 purpo!~c financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the financial posit:ion of the East A]]ell Parish Waterworks District, as of December 31, 1996, and the results of its operations and the cash flows of its proprietary fund type for the year then ended in conformit:y with generally accepted af:(;ounting principles. Our audit was conducted for the purpose of forming an opinion on the gener,~] purpose financial statements of the East Allen Parish Waterworks District takeu as a whole. The accompanying financial information ]isted as "Supplement a~ y Information" in the table of contents is presented for purposes of addition:,l analysis and is not a required part of the general purpose financial statements of the East Allen Parish Waterworks District. Such information, except for the portion: marked "Unaudited", on which we express no opinion, has been subjected to the auditing procedures applied in the audit of the general purpose financial statement s and, in our opinion, is fairly stated in all material respects in relation to su<:|l general purpose financial statements taken as a whole. 
MEMBER OF AMERICAN INSTI7 UT E CERTIFIED PUBLIC ACC: UrJ~ SOCIETY OF LOUIS~t.~ CERTIFIED PUBLIC ACC3U~,'~ 



In accordance with dated June ]6, ]997 on structure and a report regulations. 

Lafayette, Louisiana 1997 

ver our we have consideration of the District also issued a report s internal control dated June ]6, 1997 on its compliance with laws ~ud 
DarnaH, Sikes, Kolder, Frederick & Rainy A Corporation of Certified Public Accountants 



GENERAL PURPOSE FINANCIAL STATEMENTS 



EAST ALLEN PARISH WATERWORKS DISTRICT Oberlin, Louisiana Proprietary ~*nd Type-Enterprise Fund Utility Fund Comparative December 31 
ASSETS 

Balance Sheet 1996 and 1995 

Current assets : Cash Time deposits Accounts receivable, net of allowance for uncollectible accounts (1996 - $525; 1995 - $543) Accrued interest: Prepaid expenses Total current assets Restricted assets: Revenue bond and interest sinking account Interest-bearing deposits Revenue bond reserve account - Interest-bearing deposits Revenue bond contingency account - Interest-bearing deposits Customer deposits - Cash Total restricted assets 

1996 1995 
$ 70,490 $ 72,574 86.904 83.34] ]6,960 17,549 291 293 174 645 
120,894 39,297 38.860 --. 2,508 ~oi,559 

37] 174 128 
112,111 34,648 34.263 -- 2,494 183 5]6 Property, plant and equipment: Property, plant and equipment at cost, net of accumulated depreciation (1996 $656,775; 1995 $588,893) 2,2]0,127 2,251,283 Bond issue costs, net: of accumulated amortization (1996 $13,432; 1995 $12,143) __35,567 36.856 Organization costs, net of accumulated amortization (1996 $7,669; 1995 $6,933) __21,781 -- 22,517 

Total assets $2,643,679 $2,668,300 
The accompanying notes are an integral part of this statement 



LIABILITIES AND FUND EQUITY Liabilities: Current liabilities (payable from current assets) - 
1996 1995 
5,016 __. 1,196 $ 5,095 . 1,403 __. 6,212 _. 6,498 Current liabi]ities (payable from restricted assets) - Revenue bonds payable i0,000 I0,000 Interest payable 53,895 54,607 Customer's deposits ~8 _. 2,49! Total current liabilities (payable from restricted assets) 66 40! __ 67,101 Long-term liabilities - Revenue bonds payable Compensated absences payable Total long-term liabilities Total liabilities Fund equity: Contributed capital - Waterworks district customers Federal grants, net of accumulated amortization (1996 $408,289; 1995 $369,091) Total contributed capital Retained earnings - Reserved for revenue bond retirement Unreserved Total retained earnings Total fund equity Total liabilities and fund equity 

746,415 5 696 752,111 756,415 2,978 --. 759,393 824,726 832 992 
68,674 68,674 1,526,711 l, 595 3~/9_s~ 
135,156 88,412 223 568 

1,565,909 1,634,583 
116,415 84,310 200 725 1,818,953 _!,835,308 $2,643,679 $2,668,300 



EAST ALLEN PARISH ~ATER~ORKS DISTRICT Oberlin, Louisiana Proprietary Fund Type-Enterprise Fund Utility Fund Comparative Statement of Revenues, Expenses and Changes in Retained Earnings Years Ended December 31. 1996 and 1995 
Operating revenues: Charges for services - Water sales Penalties Misce]laneous Total operating revenues Operating expenses: Salaries Payroll taxes Insurance Office expenses Telephone and utilities Uniforms Supplies and parts Amortization Depreciation Bad debts expense Accounting fees Maintenance and repairs Retirement expenses Travel expenses Miscellaneous expenses Total operating expenses Operating income Nonoperatlng revenues (expenses): Interest income Interest expense Total nonoperating expenses 
Net income (loss) 

1996 
$229,161 3,395 5,914 238~470 
64,464 964 6,791 2,767 19,891 952 18,313 2,026 67,882 7O 3,500 7,642 3,234 9,800 1,184 209 480 28~990 
8,550 ..~53,895) , (45,345) 

1995 
$228,190 3,418 5,532 237 140 
49,098 898 6,854 3,452 17,715 673 16,783 2,026 63,881 738 3,553 3,048 2,380 5,200 378 176 677 60.463 
8,086 . (54,6071 (46,52]) (16,355) 13,942 Add: Depreciation on fixed assets acquired by federal grant revenues externally restricted for capital acquisitions and construction that reduces contributed capital .. 39,198 39 198 Increase ill retained earnings Retained earnings, beginning Retained earnings, ending 

22.843 53.140 200 725 147,585 $223,568 $200,725 
The accompanying notes are an integral part of this statement: 



EAST ALLEN PARISH WATERWORKS DISTRICT Oberlin, Louisiana Proprietary Fund Type-Enterprise ~nd Utility Fund Comparative Statement of! Cash Flows Years Ended December 31. 1996 and 1995 
Cash flows from operating activities Operating income Adjustments to reconcile net income to net cash provided by operating activities - Depreciation Amortization Increase (decrease) in provision for uncelleetib]e accounts Changes in assets and liabilities: (Increase) decrease in accounts receivable Decrease in prepaid expenses (Decrease) in accounts payable Increase (decrease) in accrued liabilities Increase (decrease) in compensated absences payable Total adjustments 

1996 1995 
$. 28,990 ~ 60,463 
67,882 2.026 (18) 589 371 (79) (207) __ "2,71B __._73,282 

63,881 2,026 196 (7,420 ]0 2,285 2 -- (i0,866) _ 50,1]z~ Net cash provided by operating activities 102 272 I]0 577 Cas'h flows used by capital and related financing activities: Proceeds from meter deposits 525 900 Refund of meter deposits (510) (594) Acquisition of property, plant and equipment (26,725) (8,186) Interest and fiscal charges paid on revenue bonds (54,607) (55,088) Principal paid on revenue bonds __(i0,000) _ (6,746) Net cash used by capital and related financing activities __(91,317) _ (69,714) Cash flows from investing activities: Net proceeds in redemptions and purchases of certificates of deposits Interest received on interest-bearing deposits Net cash provided by investing activities Net: increase in cash and (!ash equivalents Cash and cash equivalents, beginning of period Cash and cash equivalents, end of period 

(2,604) __._fl,503 (2,537) _ 8,056 __._ 5 899 5~5~519 
16,854 46,382 ___2.91,981 245,599 $ 308,835 $ 291,98] 
(continued) 



EAST ALLEN PARISH Oberlin WATERWORKS DISTRICT Louisiana Proprietary Fund Type-Enterprise Fund Util~t:y Fund Comparative Statement of Cash Flows (Continued) Years Ended December 31. 1996 and 1995 
Reconciliation of cash and cash equivalents per statement of cash f]ows to the balance sheet: Cash and cash equivalents, beginning of period - Cash - unrestricted Cash - restricted Interest-hearing deposits - unrestricted Interest-bearing deposits - restricted Less: Certificates of deposit with a maturity over three months when purchased Total cash and cash equivalents Cash and cash equivalents, end of period - Cash - unrestricted Cash - restricted Interest-bearing deposits - unrestricted Interest-bearing deposits - restricted Less: Certificates of deposit with a maturity over three months when purchased Total cash and cash equivalents Net increase 

1996 1995 
72,574 $ 47,852 2,494 2,187 83,341 79,926 181.022 160.566 __.(47,450) 291 981 - (44,932) 245 599 
70,490 2,508 86,904 99.051 1 __.(50,I18) 308 835 

72,574 2,494 83,34] 81.022 _ (47,45Q) 291,98_1_ $ 16,854 $ 46,382 

The accompanying notes are an integral part of this statement 
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EAST ALLEN PARISH Oberlin WATERWORKS DISTRICT Louisiana Notes to Financial Statements 
Policies The East Allen Parish Waterworks District (the District), which is a component unit of the Allen Parish Police Jury, was created under the provisions of Louisiana Revised Statutes 33:3811, for the purpose of providing water to the rural arenas of East Allen Parish. The District is governed by a board of commissioners composed of seven members appointed by the Allen Parish Police 3ury. The accounting and reporting policies of the District conform to generally accepted accounting principles as applicable to governments. Such accounting and reporting procedures also conform to the industry audit guide., udit vernmental Units The following is a summary of certain significant accounting policies A. Financial ReDortinE Entity This report is comprised of a proprietary fund that is administered by the District's board of commissioners and controlled by the Allen Parish Police Jury. The accompanying financial statements present information only on the proprietary fund maintsined by the District and do not present information on the Allen Parish Police Jury and the general governmental services provided by that governmental unit. B. Fund AccountinE The accounts of the District are organized on the basis of a proprietary fund, of which there exists only an enterprise fund. Enterprise funds are used to account for operations (a) that are financed and operated in a manner similar to private business enterprises - where the intent of the governing body is that the costs (expenses, including depreciation) of providing goods or services to the general public on a continuing basis be financed or recovered primarily through user charges; or (b) where the governing body has decided that: periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance, pub]ic po]icy, management control, accountability, or other purposes. C. Fixed Assets and LonE-Term Liabilities The accounting and reporting treatment applied assets and long-term liabilities associated with determined by its measurement focus. to the fixed a fund are 



EAST ALLEN PARISH Oberlin WATERWORKS DISTRICT Louisiana Notes to Financial Statements (Continued) 
The proprietary fund is accounted for on a cost of services or "capital maintenance" measurement focus, and all assets and all ]iabilitles (whether current or noncurrent) asseciated with its activity are included on its balance sheet. Depreciation of all exhaustible fixed assets used by the proprietary fund is charged as an expense against: its operations. Depreciation has been provided over the estimated useful lives using the straight-line method. The estimated useful lives are as follows: Utility System and Improvements Equipment D. Bas~s of Accountin, 

25-50 5 years years 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the measurement focus applied. The proprietary fund is accounted for using the accrual basis of accounting whereby revenues are recognized when they are earned and expenses are recognized when incurred. Unbilled utility service receivables, resulting from utility services rendered between the date of meter reading and billing and the end of the month, are not recorded due to immateriality at December 31, 1996. E. Interest-Bearin~ DeDosits Interest-bearing deposits are stated at cost, which approximates market. All short-term investments that are highly liquid are considered to be cash equivalents. Cash equivalents are readily convertible to known amounts of cash, and at the date of purchase, they have a maturity date no longer than three months. F. Bad Debts Through the establishment of an allowance account, uncollectible amounts due from customers' utility receivables are recognized as bad debts at: the time information becomes available which would indicate the uncollectibility of the particular receivable. The allowance for uncollectibles for customers' utility receivables at Decel~er 31, 1996 and 1995 was $525 and $543 respectively. 

l0 



EAST ALLEN PARISH Oberlin WATERWORKS DISTRICT Louisiana Notes to Financial Statements (Continued) 
G. Vacation and Sick Leave The District allows one week paid vacation after one year as a fu:[]-time employee. Additionally, the District allows emp]oyees to take time off (comp time) in lieu of payment for overtime hours. It is the District's policy to carry over comp time and pay it at termination if the employee has not used it all through time off. Vacation normally is taken in the year accrued, however it may be carried over if not taken. Sick leave may be carried over with no restrictions but is not payable at termination of employment and is recorded as an expense of the period in which paid. As of December 31, 1996, the liability for accrued eomp time and accrued vacation was $5,696. H. CaDita]ization of Interest Expense ]it: is the policy of the East Allen Parish Waterworks District to capita]ize material amounts of interest resulting from borrowings in the course of the construction of fixed assets. At Decer~er 31, 1996 and 1995, there was no capitalized interest expense recorded due to immateriality. I. ComDaratlve Data Comparative total data for the prior year have been presented in the accompanying financial statements in order to provide an understanding of changes in the District's financial position and eperati ons. J. Fund E quj ty Contributed capital is recorded in proprietary funds that have received capital grants or contributions from developers, customers or other funds. Reserves represent those portions of fund equity not appr opt iable for expenditur e or legally :;eparated for a specific future use. 
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EAST ALLEN PARISH Oberlin WATERWORKS DISTRICT Louisiana Notes to Financial Statements (Continued) 
(2) Cash and Interest-Bearin~ Deposit Under state law, the District may deposit funds within a fiscal agel~t bank organized under the laws of the State of Louisiana, the law of any other state in the Union, or the ]aws of the United States. The District m~)' invest: in certificates and time deposits of the state banks organized under Louisiana law and national banks having principal offices in Louisiana. At December 31, 1996 and 1995, the District had cash and interest-bearilq, deposits (book balances) totaling $358,953 and $339,431, respectively, a~ fol] ows : 
Demand deposits Time deposits and money market accounts Total 

1996 1995 $ 72,998 285 955 $ 75,068 264 363 
$358,953 $339,43] 

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 or the pledge of securities owned by the fisc~l agent bank. The market value of the pledged securities plus the federal] deposit insurance must at all times equal the amount on deposit with the fiscal agent bank. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. Deposit balances (bank balances at December 31, 1996 aud 1995 were secured as follows: 
Bank balances 
Federal de_posi t insurance Pledged securities (Category 3) 

1996 1995 $359,371 $34],585 
$260,321 304 356 $260,564 300 000 Total federal insurance and pledged securities $564,677 $560,56& 

Excess of federal insurance and pledged securities over bank balances $205,306 $218,979 

12 
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EAST ALLEN PARISH Oberlin WATERWORKS DISTRICT Louisiana Notes to Financial Statements (Continued) 
Pledged securities in Category 3 include uninsured or unregistered investments for which the securities are held by the broker or dealer, or by its trust department or agent, but not in the District's name. Even tho~1~ the pledged securities are considered uncollateralJzed (Category 3) Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial b~nk to advertise and sell the pledged securities within I0 days of being notified by the District that the fiscal agent has failed to pay deposited funds upon demand. 
Restricted As~et~ - Proprietary Fund TvDe Restricted assets were applicable to the following at December 3] 
Revenue bond and interest sinking account Revenue bond [eserve account Revenue bond contingency account Customers' deposits Total restricted assets 
(4) Fixed Assets 

1996 1995 $120,894 39,297 38,860 2,508 
$i12,311 34,648 34,263 2 494 $201,559 $183,516 

A stm~ary of proprietary fund type property, plant and equipment at December 31, follows: 1996 1995 
and equipment Total Less: Accumulated depreciation 

$ 22,938 297,586 48,966 2,497,412 2,866,902 __~775) 
$ 22,938 297,586 22,240 . 2,497~~~2 2,840,476 __ (588,8j~3) Net: Utility Fund property, plant and equipment $2,210,127 $2,25],283 

]3 
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EAST ALLEN PARISH Oberlin WATERWORKS DISTRICT Louisiana Notes to Financial Statements (Continued) 
The following is a summary of debt transactions of the District for th~ year ended December 31, 1996: 
Long-term debt payable at: January i, 1996 Long-term debt issued Long-term debt retired Long-term debt payable at December 31, 1996 

Uti]it) Revellu~ Bonds $766,415 
(I0,00~I) $756,4]5 

Long-term debt payable at December 31, 1996, is composed of the following individual issue: Utility Revenue Bonds $907,000 Utility Revenue Bonds, due in annual installments of $6,000 to $65,000 through January 24, 2025; interest at 7.125 percent 
The annual requirements to amortize 1996, including interest payments of $I 
December31~ 1997 1998 1999 2000 2001 2002-2006 2007-201]. 2012-2016 2017-202] 2022-2025 

14 

$756,4]5 
all debts outstanding at December 3] .001.994 are as follows: Utilit) Revenu~ Bonds $ 63,895 64,]82 63,398 63,(;15 62,760 314,548 312,]96 316,161 319,]73 

$1,758,409 



(6) 

EAST ALLEN PARISH Oberlin WATERWORKS DISTRICT Louisiana Notes to Financial Statements (Continued) 
nds: Restrictions on Use - Utility Reve Under the terms of the bond indenture on the $907,000 water utility revenue bonds dated January 24, 1985, all income and revenues (hereinafter referred to as revenue) of every nature, earned or derived from operations of the Water Utility System are pledged and dedicated to the retirement of said bonds and are to be set aside into the following special funds. Each month there will be set aside into a Interest Sinking Fund" an amount sufficient to to assure the prompt payment of the principal they becorae due, and may be used only for such 

"Waterworks Revenue Bond altd accumulate the amount needod and interest installments as payment. There shall also be set aside into a "Waterworks Reserve Fund" a monthly amount equal to 5 percent of the amount to be paid into the sinking fund until the sum of $70,206 has been accumulated. Funds wi]l also be set aside into a "Waterworks Depreciation and Contingency Fund" of $291 per month. Monies in this fund shall be used to pay the major repairs due to damage caused by unforeseen catastrophe and fo~ rep]ac.ements made necessary by the depreciation of the system. All of the revenues received in any fiscal year and not required to bc paid into any of the above noted funds in such fiscal year shall be regard~d as surplus and may be used for any lawful purpose. ~'he East Allen Parish Waterworks District was in compliance with all significant limitations and restrictions in the bond indenture at Decembel 31. 1996. 
(7) Ret J rement Cormnitments The District employees have e]ected not to be included in the Socla] Security System but do pay medicare taxes. The District and its employe~s contribute, a percentage of each employee's salary to medicare (1.45 percent contributed by the District and 1.45 percent by each employee) . The District's contribution during the year ended December 31, 1996 and 1995, amounted to $775 and $709, respectively. East A]len Parish Waterworks District employees contribute to a grm~[ deferred nonparticipating tax sheltered annuity policy. The District pays 7( percent and each employee 30 percent of the month]y premium. Month]3 premiums are based on each employee's age, length of employment and salar$,. The District's contribution to this plan during the 

15 
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EAST ALLEN PARISH Oberlin. WATERWORKS DISTRICT Louisiana Notes to Financial Statements (Continued) 
fiscal year ended December ~i, 1996 and 1995, amounted to $3,234 and $2,380, respectively. Neither the District nor its employees are obligated to mako contributions arid the District hasno further liability to the annuity platL. Data concerning the actuarial status of the plan are not available. 
Pendi~ Litigation There is no litigation pending against the East Allen Parish Waterworks District at December 31, 1996. 
Contributed Caeital Amounts contributed to enterprise funds for acquisition or construction of fixed assets are recognized as contributed capital. Contributed capita] generated through grants externally restricted for capital acquisitions is amortized based on the depreciation recognized on that portion of the assets acquired or constructed from such grants. This amortization is closed to the appropriate contributed capital account and is reflected as an adjustment to net income on the Comparative Stat:ement of Revenues, Expenses, and Changes i~, Retained Earnings. The sources of contributed capital used to ~equire and construct facilities for the enterprise fund are as follows: 
Total contributed capital Less: Accumulated amortization Net contributed capital 

16 

Grants Customers Total $I,935,000 . (408,289) $1,526,711 
$68,674 $2,003,67L (408,289) $68,674 $1,595,385 



(]o) 

EAST ALLEN PARISH Oberlin WATERWORKS DISTRICT Louisiana Notes to Finaneis] Statements (Continued) 
Combe oard A detail of compensation paid to the President of the Board and bo~id members for the year ended December 31, 1996 follows: 
Pearl Shuff. President Board members : Benton Smith Malcolm Bert:rand Essie Victorian Joseph Fontenot J.D. Langley Paul Young 

17 

$ 9O0 
900 900 900 900 900 __ 3QO $5,]00 
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INTERNAL CONTROL AND COMPLIANCE 
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DARNALL, SIKES, KOLDER, FREDERICK & Fb%INEY (A CORPORATION O[ CERTIFIE0 PUBLIC ACCOUN'fANm) ~ L~ny SlkeS. CPA R~]]R~Q C Burton Kolder CPA DEnny P Frederick, CPA Eugene H E~amall Chris Ra~ney, CP,~ Cla~on E. Damall CPA [Eugene H, Darnall III CPA Victor R Slaven, CPA Conrad o Chapman, CPA Lioy($ F Dor# Jr CPA Paula D Blhm. CPA Slephan(e M H~g~mbotham, CPA ~leen "[ bamall, CPA Jennifer S Zlegle(, CPA P. Troy Cour~He, CPA Stephen R bischlet. MBACPA {~glasC Burke, CPA ChristopherA Miler, CPA Nan M Taylor CPA 
Independent Auditor's Report on Internal Control Structure Based on an Audit of Ceneral Purpose Financial Statements; Performed in Accordance with Government Auditin~ Standards 

The Board of Cc,mmissioners East Allen Parish Waterworks Dist:rict Ober] in. Louisiana 

Ear6 e* ~ 705~ 1318) 2}2 33~ 1201 [r~h~~ Avenu~ S~,le 311 :5;4) E4 62S4 4C~ V, co o St,eel :317) ~ 3 2792 113 E,,;' r : ~ Street 8r~u~ 8 ~}e .~ 76517 ~'s~ 3:24020 4 ~4 #e, Meg'e~ /'bb,, ~ .A ?05'4 31E; S~3 54~o 1231 [ Laue Aven~e EL'~, .*% 70535 2011 M,*t, Lr Ol,ve {~ dingl ~exa l,a J 71301 ~IE) 445 5564 
We have audited the general purpose financial statements of East Al]en Paris] Waterworks Distriet, a component unit of the Allen Parish Police Jury, for the y~a} ended December 31, 1996, and have issued our report thereon dated June 76,1997 We conducted our audit in acorn:dance with standards, Govern.lent Auditing Standards, issued by generally accepted auditSn[ the Comptrol]er General of th( United States. Those standards require that we plan and perform the audit to ol)tah reasonable assurance about whether the general purpose financial statements are ft el of material m~sstatement. The management of East Allen Parish Waterworks Distr:ict is responsible fo~ establishing and maintaining an interna] control structure. In fulfilling t}d.(; responsibility, estimates and judgments by management are required to assess t}~(~ expected benefits and related costs of internal control structure policies m~d procedures. Tbe objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions alx executed in accordance with management' s authorization and recorded proper]y to permit the preparation of general purpose financial statements in accordance wfth general]y accepted accounting principles. Because of inherent ]imitations in any internal contro] structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future period!; is subject to the risk that procedures may become inadequate because of changes hl 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 finan{ ~ al statements of East Allen Parish Waterworks District for the year ended December 31, 1996, we obtained an understanding of the internal control structure. With respect to the interna] control structure, we obtained an understanding of the design of 

20 AMERICAN I~,C;'l , CERTIFIED PUBL;C '~C SOCIETy O~ LDL CEFmSEO PUBLIC A: 



relevant policies and procedures and whether they have been placed in operation, ~lld we assessed control risk in order to determine our auditing procedures for ~he purpose of expressing our opinion on the general purpose financial statements ;~d not to provide an opinion on the internal control structure. Accordingly, we do iLot express such an opinion. We noted a certain matter involving the internal control structure and ~ts operation that we consider to be a reportable condition under standards establi shed by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to the significant deficiencies ~i~ the design or operation of the internal control structure that, in our judgmellt, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financi a] statements. 
Inadequate _S~.-_e2.ation of Accounting Functions Finding Due to the small number of employees the District did not have adequs~( segregation of functions within the accounting system. Recommendation Based upon the size of the operation personnel, it may not: be feasible to achieve Response: No response is considered necessary 

and the cost-benefit of additional complete segregation of duties. 

A material weakness is a reportable condition in which the design or operat j on 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 thal 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 i~ the normal course of performing their assigned functions. Our consideration of the internal control structure would not necessa]i]> d~sclose all matters in the internal control structure that might be report;d~le conditions and, accordingly, would not necessarily disclose all reportab]~ conditions that are also considered to be material weaknesses as defined above. However, we believe the reportable condition described above is a material weaknc'ss. This report is intended for the information of the District' s Board oi Co.unissioners and the Allen Parish Police Jury. However, this report is a matte* of public record and its distribution is not limited. 

Lafayette, Louisiana June 16. ]997 
Darnall, Sikes, Kolder, Frederick & Rainey A Corporation of certified Public Accountants 
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DARNALL SIKES, KOLDER, FREDERICK & R.AINEY {A CORPORATION OF CERTIRED PUBLIC ACCOUNTANTS) E~. Lain/Slkes. CPA R~IR~ C. 8u~n Kor~er. CPA Danny P Frederick, CPA Eugene tt Oalnall, CPA 1990 Chns Rained, C~ Cllyton E Damall CPA Eugene H DamatL III CPA Russell F Champ}gne. CPA V)dot R Slaven, CPA con,a~ o C~apma., CPA Lloyd F Dore', Jr CPA paula D Bihm, CPA ~tephanie M Hig;dnbotham, CPA ~'~athleen T Darnal~, CPA Jennife~ S Z,egle=, CPA P Troy COu~lIle CPA Stephen R DischleL MBA CF'A 1[~3uglas C Burke CPA Christopher A Millet, CPA A/an M Taylor. CPA 

Independent Auditor's Report on Compliance Based on an Audit of General Purpose Financial Statements Performed in Accordance with GovernLn_enLAud!tln~qtandards 
The Board of Commissioners East Allen Parlsb Waterworks District Oberlin. Louisiana 
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We have audited the general purpose financial statements of East Allen Parish Waterworks District, a component unit of the Allen Parish Police Jury, as of and fo~ the year ended December 31, 1996, and have issued our report thereon dated June 16, 1997. We conducted our audit in accordance with generally accepted aud~tiu~ standards, Government Auditing Standards, issued by the Comptroller General of th( United States. Those standards require that we plan and perform the audit to obtai~ reasonable assurance about whether tJ~e general purpose financial statements are fre( of materJa] misstatement. ComplJanee with laws, regulations, contracts, and grants applicable to East Allen Parish ~aterworks District is the responsibility of the District' s managemeut . As part of obtaining reasonable assurance about whether the general purpose financial statements are free of material misstatement, we performed tests el th(~ District' s compl ianee with certain provisions of laws, regu] at:ions, contracts , a**d grants. However, the objective of our audit of the general purpose financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. The resu]ts of our tests disclosed no instances required to be reported under Government Audit:in~ Stan of noncompliance that a]'~ d This report is intended for the information of the District's Board of Commissioners and the Allen Parish Police Jury. However, this report is a matter of public record and its distribution is not limited. 

Lafayette, Louisiana June 16. 1997 
Darn~ll, Sikes, Kolder, Frederick & Rainey A Corporation of Certified Public Accountants 
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OTHER SUPPLPI~rARY INFORMATION 
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EAST ALLEN PARISH WATERWORKS DISTRICT Oberlin, Louisiana Enterprise Fund Utility Fund Schedule of Number of utility Customers (Unaudited) Decen~er 31, 1996 
Records maintained by the East: Allen Parish Waterworks District indicated lhe following number of customers were being serviced during the month of December, 1996 : Water (metered) 
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