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 MOUNT HERMON WATER DISTRICT OF TIlE PARISH OF WASHINGTON, STATE OF LOUISIANA WASHINGTON PARISH POLICE JURY Franldlnton, Louisiana 
SCtlEI)ULE OF COMPENSATION PAID BOARD MEMBERS For the Year Ended December 31, 1995 Schedule 2 

The schedule of compensation paid board members is p,'esented in compliance with House Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislature. As of December 31, 1996, board members had not received compensation for their services. 
NAME Dormie Riley, Chairman Damon Miller, Vice-Chairman Wendell Smith, Secretary-Treasurer Everette Roberts, Commissioner Baddy Holmes, Commissioner 
Board of Commissioners Donnie Riley, Chairman 
Damon Miller, Vice- Chairman 
Wendell Smith, Secretary- Treasurer 
Everette Roberts 
Buddy Holmes 

Address 1701 Washington Street Flankliuton, LA 70438 Riverside Apartments, Room 207 1730 Main Street Fianklinton, LA 70438 
34295 Sunny Hill Road Mt. Hermon, LA 70450 36095 Thomas Cryer Road Mt. Hermon, LA 70450 36093 Hwy. 38 Mt. Hermon, LA 70450 

The accompanying notes are an integral part of this statement 
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Amount $ 

Term of Office Term Expires Dec. 31, 2001 Term Expires Dec. 31, 2002 
Term Expires Dec. 31, 1997 
Term Expi~s Dec. 31,1998 
Term Expires Dee. 31, 1999 



 MOUNT HERS~[ON WATER DISTRICT OF THE PARISH OF WASHINGTON, STATE OF LOUISIANA WASHINGTON PARISIt POLICE JURY Frankllnton, Louisiana 
SCHEDULE OF INSURANCE For the Year Ended December 31, 1996 

Insurance Company (;overage Amount Period 
Schedule 3 

American Central Insurance Company Policy # MER489945 (See Note 1 Below) 

W'estem Surety Policy # 68463190 

Commercial General Liability: General Aggregate Limit $200,000 (other than Products / Completed Operations) Products / Completed $200,000 Operations Aggregate Limit Personal and Adverting Injury Each Occurrence Limit Fire Damage Limit 
Public Official Position Schedule Bond: President Secretary-Treasurer 

$100,000 $100,000 $100,000 
$ 40,000 $ 40,000 

2/01/97 2/01/98 

1/02/96 Until Canceled 
Nole 1: The lx)licy for Commercial General Liability is effective after the fiscal year ending December 31, 1996 

The accompanying notes are ml integral part of this statement. 
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 MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, STATE OF LOUISIANA WASHINGTON PARISH POLICE JURY Franklinton, Louisiana 
SCHEDULE OF WATER CUSTOMERS For tile Year Ended December 31, 1996 As ofDccembcr 31, 1996, the water district had the following number of customers 
Water-Residential Water-Commercial Total Customers 
SCtlEDULE OF WATER RATES For the Year Ended December 31, 1996 

363 
363 

At December 31, 1996, the water district had adopted the following rate schedule 
Catcgory of Service Ratc/mo Residential First 2,000 gallons Over 2,000 gallons Commerciah First 10,000 gallons Over 10,000 gallons 

The ac~~ompanying notes are ma integral part of this statement. 
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$11.00 2.50/thsd gallons 
$30.00 2.30/thsd gallons 

Schedule 4 



L. FUND EQUITY 

MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, STATE OF LOUISIANA WASHINGTON PARISH POLICE JURY Franklinton, Louisiana Notes to the Financial Statements (Continued) 

Contributed Capital Grants, entitlements, or shared revenues received that are restricted for the acquisition or construction of capital assets are recorded as contributed capital. Contributed capital is amortized based on the depreciation recoomlized on that portion of the assets acquired from such contributions. This amortization is closed to the contributed capital aeeount. Reserves Reserves represent those portions of fund equity legally segregated for a specific future use 2. CASII AND CAStt EQUIVALENTS At December 31, 1996, the district has cash and cash equivalents (book balances) totaling $23,006, as follows Non Interest-bearing Dcnmnd Deposits Interest-bearing Demand Deposits Total 
$ 7,075 15,931 $ 23,006 These d~--posits are stated at cost, which approximates mmket value. Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the pledge of securities o~s~ed by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all thnes equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At December 31, 1996, the district had $23,006 in collected bank balances consisting of $7,075 in non interest-bearing demand deposits and $15,931 in interest-bearing demand deposits. Each category of demand deposits is protected by $100,000 of federal deposit insurance. Even though the pledged securities arc considered uncollalcralized (Category 3) under the provisions of GASB Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within 10 (lays of being notified by the district that the fiscal agent has failed to pay deposited funds upon demand. 3. RECEIVABLES At December 31, 1996, censtruction for the water s3,stem improvements was not complete. The system improvements were completed and the water system became revenue-producing in March, 1997. 
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MOUNT HERMON WATER DISTRICT OF TIlE PARISH OF WASttlNGTON, STATE OF LOUISIANA WASltINGTON PARISII POLICE JURY Franklinton, Louisiana Notes to the Financial Statements (Continued) 
The district wdll not sell, lease or in any manner dispose of the System or any substantial part thereof, provided the district may dispose of property ttmt in its judgement is worn-out, unserviceable, unsuitable, or unnecessary in the opelation of the System. The district will not, except as provided by this bond resolution, voluntarily create or cause to be created any debt, lien pledge, mortgage, assignment, or any other charges having priority or parity with the liens of the Bonds upon the income and revenues of the System pledged as security therefor. That, to the extent permitted by law, the district will not grant a franchise to any utility for operation within the boundaries of the district. In operation of the System, the district will rcx~uire all officers and employees in a position of authority or in possession ofmon%, derived from opcratio~ts of the System to be covered by a blanket fidelity bond or faithful performance bond. The current rate schedule, the schedule of insurance coverages (Item # 4) and fidelity bond coverages (Item 9) are disclosed inthe "Supplenlental Information" schedules incloded as a part of this audit report. Non-compliance was not noted in the review of the remaining bond covenants. 7. FUND EQUITY Reserved Retained Earnings is created in conjunction with the issuance of revenue bonds and is funded by transfers from the revenue account, bascxl on assets held by the water district that are restricted for bond pa3~ncnts. The purpose of the reserved retained earnings is to service the revenue bonds. 8. DEFICIT UNRESERVED RETAINED EARNINGS The water district has an unreserved retained earnings deficit of $(18,248) for the fiscal year ending December 3 l, 1996. The deficit is caused primarily by the reclassification of reserved retained earnings, and that the system did not // become revenue producing unlil March, 1997. 9. WATER SYSTEM/VIANAGEMENT The water district is to be operated under a contract with an outside party. The contract management will plovide services for operation and maintenance of the systcnl, including billing services for flae water district. 
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 MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, STATE OF LOUISIANA WASHINGTON PARISH POLICE JURY Frankliuton, Louisiana Notes to the Financial Statements (Continued) 
The actual creation of a sinking fund was not required since the district pays required bond installments dilectly to Rural Ecenomic and Community Development, on a monthly basis. c) The establishmcalt ofthe '%Vater Revenue Bond Reserve Fund" (the Rescrve Fund) by transferring from the Watcr Revenue Fund, the operating account of the district, monthly in advance on or before the 20~ of each month a sum at least equal to five per eent (5~,/0) of the amount to be paid each month for bond principal and interest payments. The actual amount to be transferred for bonds outstmading at December 31, 1996, per the RECD Letter of Conditions, was a total of $] 85. Deposit of funds shall continue until such time as there has been accumulated in the Reserve Fund an amount of money equal to the highest combined principal and interest requirements of any suo:~x:ding twelve mouth period. The money in the Reserve Fund is required to be retained solely for the purpose of paying the principal and interest on bonds payable, upon approval by the Rural Economic and Community Developmeat office, for which there would othenvise be default. Deposits to the Reserve Fund were required to commence with the month following completion and aceeptance of the improvements and extensions financed with the proceeds o~ the bonds. Tire system improvcnlents financed with the 1996 Revenue Bonds became revenue pr~]ucing during March 1997. Since tile system became revenue producing in March, 1997, the required deposits for the Reserve Fund are not to begin until April, 1997. However, the district maintained a balance of $9,978 in the Reserve Fund at Dcecmber 31, 1996. Part of the balance included a deposit of $5,865 made per loan closing requirements for the RECD bond. d) The establishment and maintenance of the "Water Depreciation and Contingency Fund" (the Contingency Fund) to c~e for deprcciation, extensions, additions, improvements and replacements necessary to operate properly tire SyslJem, by transferring from the Water Revenue Fund, tile operating account of the district, monthly in advanee on or before the 20~ of each month the sum of $191 per month. Money in the Contingency Fund may also be used, upon approval, to pay the principal m~d interest on any hond for which there is not sufficient money in the Sinking Fund or the Rcselve Fund. 
Since the system became revenue producing in March, 1997, the required deposits for the Resen,e Fund arc not to begin until April, 1997. However, the district maintained a balance of $5,953 in the Depreciation and Contingency Fund at December 31, 1996. Part of the balance included a deposit of $5,450 made per loan closing requirements for the RECD bond. e) The district, in the original bond resolution also obligated itself to abide by the following covenants 'Tire district will shut offservice if the delinquent clmrge, with intcrest and penalties accrued thereon, is not paid within fifteen days from the date on which such charges became delinquent. A penalty of' 10% will be charged on all delinquent accounts, and interest at a reasonable rate as established lay the district, as well payment era reasonable reconnect charge for the resumption of services. The district agrees to maintain the System in first class repair and working order and condition. The district will carry full insurance coverage on the System in the manner required by the Government, with a company licensed to do business under the laws of Louisiana. The district will maintain separate and correct records and accounts, and will have the books audited no later lhan three months after the end of the fiscal year. 
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 MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, STATE OF LOUISIANA WASHINGTON PARISII POLICE JURY Fraukllnton, Louisiana Notes to the Financial Statements (Continued) 
The annual requirements to amortize all debt outstanding as of December 31, 1996, including interest payments of $962,2'91 are as follows: 

Year Ending December 31 1997 1998 1999 2000 2001 2002-2006 2007-2011 2012-2016 2017-2021 2022-2026 2027-2031 2032-2036 
6. FLOW OF FUNDS, RESTRICTIONS ON USE 

1996RECDRevcnue $754,000 27,425 37,700 44,426 44,426 44,426 222,130 222,130 222,130 222,130 222,130 222,130 185,108 1.716.291 
As of December 31, 1996, the Mount Hennon Water District of the Parish of Washington, State of Louisiana, has one Rural Economic Community Development (RECD) Revenue Bond. The total bond amount of $754,000 was issued February 8, 1996, at an interest rate of 5.0%. The original bond resolution specifies that the bonds shall be secured and payable in principal and interest exclusively by a pledge of the income and revenues derived or to be derived from the operation of the system. Other specific legal requirements and bond restrictions are sununarized below: a) The issuer, the Mount l tenuon Water District of the l'arish of Washington, State of Louisiana, coveaants to fix, establish, and maintain 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 stone from time to time whenever necessary, to pay the reasol~able and necessary c:q)cnscs of operating and maintaining the system in each year, all reserves or sinking funds required, and all other obligations or indebtedness payable out of the revenues of the System, and which will provide rcveancs in each year, after paying all reasonable and necessary expenses of operating and maintaining the System, at least equal to 120% of the largest amount of principal and interest maturing on the bonds in any future fiscal year and on ~my parity bonds issued thereafter. 
For the fiscal yem' ending December 31, 1996, the water system was still under construction, and did not become rewmue producing until March, 1997. b) The establishment and maint.cnance era "Water Bond and Interest Sinking Fund" (the Sinking Fund) sufficient in anaount to pay promptly and fully the principal and interest on the bonds. -]4- 



 MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, STATE OF LOUISIANA WASHINGTON PARISH POLICE JURY Franklinton, Louisiana Notes to the Financial Statements (Continued) 
4. CONSTRUCTION IN PROGRESS Funding for water system improvements was provided under a loan/grant program from the U.S. Rural Economic and Community Development (RECD) office. Total funding of $1,620,000 consisted of a grant of $866,000 and a loan of $754,000. The district recorded construction in progless of $1,429,812, at December 31, 1996, and completed construction of system improvements subsequeat to fiscal year end, during March, 1997. 
5. LONG-TERM DEBT The following is a summary of bond transactions of the Monnt t]ermon Water District of the Parish of Washington State of Louisiana tbr the year ended December 31, 1996: 

Bonds Payable January 1, 1996 Additions I3onds Payable December 31, 1996 

1996 RECD Water Revenue $754,000 
754,000 
$ 754.000 

The above table shows the total proceeds of $754,000 received during the fiscal year coding December 31, 1996. Under the terms of the bond agrcemcnt, the bond is payable over forty (40) years, with the first two pa)naaents consisting of interest only which shall fall dne on the first two anniversary dates (February 8, 1997 and February 8, 1998). The interest payment for February 8, 1997 of $27,425 was made during January, 1997. Commencing March 8, 1998 and on the 8th day of each month thereafter through February 8, 2036, the payments shall be in monthly installments of $3,702.14 consisting of fully amortized payments of principal and interest. 
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 MOUNT HERMON WATER DISTRICT OF THE PARISH OF WAStlINGTON, STATE OF LOUISIANA WASItlNGTON PARISH POLICE JURY Frankllnton, Louisiana Notes to the Financial Statements (Continued) 
E. CASIt AND CASIt EQUIVALENTS AND INVESTMENTS Ca.,;h includes amounts in dc.mand deposits, interest-bczring demand deposits, and money market accounts. Cash equivalents include amounts in time deposits aud those investments with original maturities of 90 days or less. Under state law, the district may deposit fimds in demand deposits, interest-bearing demand deposits, money markct accounts, or time deposits with state banks organized under Louisiana law and national banks having their principal offices in Louisiana. Under state law, the district may invest in United States bonds, treasury notes, or certificates. These are classified as investments ifthe original n~aturities exceed 90 days; however, if the original maturities are 90 days or less, they are classified a.s cash equivalents. Investments are stated at cost. F. INVENTORIES Purchase ofvarlous operating supplies are regarded as expenditures at the time purchased, and inventories of such supplies (if any) are not rcc, orded as assets at the close of the fiscal year. G. PREPAID ITEMS Purchase of items regarded as having a future economical use are expensed when purchased, and prepaid amounts for :such items arc not recorded as assets at the close of the fiscal year. II. RESTRICTED ASSETS Certain proceecL~ of the Entelprise Fund revcoue bonds, as well as certain resources set aside for their repa31ncnt are classified as restricted assets on the balance sheet because their use is limited by applicable bond covenants I. FIXED ASSETS 

J. COMPENSATED ABSENCES At December 31, 1996, the district did not have employees that aceunmlate or vest benefits K. LONG-TERM LIABILITIES Long-term liabilities are recognized within the Enterprise Fund 
-11- 



 MOUNT HERMON WATER DISTRICT OF THE pARISIt OF WASHINGTON, STATE OF LOUISIANA WASHINGTON PARISH POLICE JURY Franklinton, Louisiana Notes to the Financial Statements (Continued) 
b. The potential for the organization to p~ovide specific financial benefits to or impose specific financial burdens on the police jury. 2. Organizations for which the police jury does not appoint a voting majority but are fiscally dependent on the police jury. 3. Organizations for which the reporting entity financial statements would be misleading if data of the organization is not included because of the nature or significance of the relationship. Because the police jury appoints the goveruing board and the scope of public service is determined by the police juu~, the district was detemfined to be a component unit of the Washington Parish Police Jury, the flnaocial reporting entity. The accompanying financial statements present information only on the fund maintained by the dislrict and does not present information on the police jury, the general governmental services provided by that governmental unit, or the other goverumental units that comprise the financial reporting entity. C. FUNDACCOUNTING The Mount Hcrmon Water District is organized arid operated on a fund basis whereby a self-balancing set of acca~untS (Enterprise Fund) is maintained that comprise its assets, liabilities, fund equity, revenues, and expenses. The operations are financed and operated in a manner similar to a private business enterprise, where the intent of the governing body is that the cost (expenses, including depreciation) of providing services on a continuing basis be financed or recovered primarily through user charges. D. BASIS OF'ACCOUNTING The accounting and financial reporting treatment applied to a fund is determined by its measurement focus, ]'he F~nterprise Fund is accounted for on a flow of economic resources measurement focus and a determination of net income and capital maintenance. With this measurement focus, all assets and all liabilities associated with the opel~tion of this fund arc included ou the balance sheet. The Enterprise Fund uses the accrual basis of accounting Revenues are rex~ognizcd when earned mad expenses are recognized at the time liabilities are incurred, The Enterprise Fund uses the follovAng practices iu reeording certain revenues and expenses: Revenues Fees for water services are recorded as rcvem~es after the meters are read. All other revenues are recordeA when the service has been provided. Expenditures .All operating expenses, except depreciation, are recorded when they are incurred. Depreciation is recorded each month over the life of the asset. 
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INTRODUCTION 

MOUNT HERMON WATER DISTRICT OF TItE PARISH OF WASHINGTON, STATE OF LOUISIANA WASHINGTON PARISH POLICE JURY Franklinton, Louisiana Notes to the Financial Statements As of and for the Year Ended December 31, 1996 
Mount Hermon Water District of the Parish of Washington, State of Louisiana was established July 23, 1986, by an ordinance of the Washington Parish Police Jury. The ordinance, enacted pursuant to Chapter 8 of Title 33 of the Louisiana Revised Statutes of 1950, and other constitutional and statutory authority supplemented thereto, describes and defines the boundaries of the water district, and provides for a 5-member governing board of commissioners appointed by the Washington Parish Police Jury. Mount Hermon Water District was thus created and constitutes a public corporation and political subdivision of the State o1! Louisiana, and has all the power and privileges granted by the constitution and statutes of this state to sucb subdivision, including the authority to incur debt, to issue bonds, and to levy taxes and assessments. Constmetiou of water system plant and cquipmeut for the water system was financed under a loan/grant program from the United States Rural Economic and Community Development (P, ECD) office, with construction completed in March, 1997. Mount Hermon Water District, upon commencement of operations in March, 1997, will serve 363 water customers. The district contracts the operation and maintenance of the water system, including billings of water customers, to an outside agent. 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A. BASIS OF PRESI~'NTAI'ION 
"l]~e accompanying component unit financial statements of the Mount Hermon Water District have been prepared in conformity with generally accepted accounting plinciples (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. B. REPORTING ENTITY 
As the goveming authority of the parish, for reporting purposes, the Washington Parish Police Jury is the financial rel)orting entity for Washington Parish. q'he finaucial reporting entity consists of (a) the primary govennucnt (police jury), (b) organizations for which the primary govemment is financially accountable, and (c) other organizations for which nature and significance of their relationship with the primary government are such that exclusion would cause the reporting entity's financial statements to be misleading or incomplete. Governmental Accounting Standards Board Statement No. 14 established criteria for determining which component unit~; should be cortsidered part of the Washington Parish Police Jury for finaucial reporting purposes. The basic criterion for including a potential component unit witbin the reporting entity is financial accountability. The GASB has set forth crfleria to be cunsidered in determining financial accountability. This criteria includes: 1. Appoinling a voting majority of an organiz~ation's goveruing body, and a. The ability of the police jury to impose its will on that organization and/or 
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Mount ttermon Water District of the Parish of Washington, State of Louisiana Washington Parish Police Jury Franklinton, Louisiana 

STATEMENT OF CASH FLOWS-PROPRIETARY FUND TYPE Year Ended December 31. 1996 
Cash Flows from Operating Activities: Operating Income (Loss) Adjustments to Reconcile Net Operating Income to Net Cash Provided by Operating Activities: Changes in Construction Payable Changes in Retainage Payable Changes in Accrued RECD Bond Interest Changes in Utility Deposit Total Adjustments Net Cash Provided by (Used For) Operating Activities 
Cash Flows from Capit~l and Related Financing Activities: Proceeds from Revenue Bonds Proceeds from Contributed Capital Payments for Capital Additions Net Cash Provided by Capital and Related Financing Activities Net Cash Increase for Year Cash at Beginning of Year Cash at End of Year 

]'he accompanying notes are an integral part of these statements. -8- 

STATEMEN1 C 
12/31/96 $.. (2~3317~_ 
25,861 143,687 23,397 _ 2~203_ 192.725 19 o~4_4 qS_ 
754,000 491,537 ( 1,433~702~. __.~8 _j_16~ 2,243 20.763 $ 23.006 



 
Mount Hermon Water District of the Parish of Washington, State of Louisiana Washington Parish Police Jury Fraeklinton, Louisiana STATEMENT OF REVENUES, EXPENSES AND CHANGES IN UNRESERVED RETAINED EARNINGS -PROPRIETARY FUND TYPE Year Ended December 31, 1996 

Operating Revenues Water Sales Total Operating Rev<mucs Operating Expenses Bank Charges insurance M(sce((aneous Office Supplies Utilities Total Operating E-xpense Net Operating {loss) Non-Operating Revenue (Expenses): interest Income Total Non-Operating Revenue (Expenses) Net Income (Loss) Inclrease in Reserve for Contingencies Retained Earnings-Unreserved ,January 1, "1996 (Deficit) Retain(~-d Earnings-Unreserved December 31, 1996 

The accompanying notes ale an integral part of these statements. -7- 

STATEMENT B 
1996 
126 1,895 68 58 476 2,623 
306 306 (2,317) (15,931) 



 
Mount Harmon Water District of the Parish of Washlngton, State of Louisiana Washington Parish Police Jury Franklinton, Louisiana 

BALANCE SHEET - PROPRIETARY FUND TYPE December 31.19g6 Assets Current Assets: Cash Total Current Assets Restricted Assets: Cash - RECD Depreciation & Contingency Fund Cash - RECO Revenue Note Fund Cash - RECD Revenue Fund Cash - Construction Total Restricted Assets Property, Plant and Equipment: Land Construction in Progress Tetel Property, Plant and Equipment Other Assets: Utility Deposits Total Other Assets Total Assets Liabilities and Fund Equity Liabilities: Current Liabilities (Payable From Restricted Assets): Accrued RECD Bond Interest Construction Payable Retainage Payble Total Current Liabilities (Payable From Restricted Assets) Long-Term L.iabilities: Revenue Bonds Payable- RECD Loan Total Long-Term Liabilities Total Liabilities Fund Equity: Contributed Capffal Net Contributed Capffal Retained Earnings: Resecved - REC~) Depredation & Contingency Fund Reserved - RECD Revenue Note Fund U1~le~e1~ed Retained Earnings Total Retained Earnings (Deficit) Total Fund Equity Total Liabilities and Fund Equity 
The accompanying notes are an integral part of these statements. 
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STATEMENT A 
1996 589 589 5,953 9,978 5,614 872 22.417 3,890 1.429.812 1.433.702 220 220 $ 1.456.925 
23,397 25,862 143.687 192.946 
754.000 754.000 946.946 512.299 512.299 5,953 9,978 _ t~,~_ (2,317) 509.982 $ 1,456,928 
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BRUCE HARRELL & CO. CERTIFIED PUBLIC ACCOLINTANVFS 
109 West Minnesota Park Park Place Suite 7 Hammond, LA 70403 VOICE: (504) 542-6372 FAX: (504) 345-3156 

KENTWOOD OFFICE P.O. Box 45 - 602 Fifth St Kentwood, LA 70444 'VOICE: (504) 229-5955 FAX: (504) 229-5951 MEMBERS Anxerlcan Institute of CPAs Society of Louisiana CI'A~ 
INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF COMPONENT UNIT FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENTAUDITING STANDARDS 

Board of Commissioners Mount Hcrmon Water District of the Parish of Washin~gon, State of Louisiana Washington Parish Police Jury Franklin.ton, Louisiana We have audited the component unit financial statements of the Mount Hennon ~Arater District of the Parish of Washin~5on, Stale of Louisiema, for the ),car ended Decclnbcr 31, 1996, eald have issued our report thereon dated March 28, 199';'. We have conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Complrollcr General of the Unitcd States, and the provisions of Office of Management and Budget Circular A-128, "Audits of Slate and Local Govenamcnts. "Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the component unit financial statcments are free of material misstatement. 
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Bruce C. Harrell, CPA Warren A. W~l, CPA Michael P. FLs-lay, CFA Dale H. Jones, CPA Charles P. Hebert, CPA lances D, Rabalai~, CPA 

BRUCE HARRELL & CO. CERTIFIED PUI3LIC ACCOUNTANTS A Professlo~l Ac~unfing Corporation 109 West Minnesota Park Park Place Suite 7 Hammond, LA 70403 VOICE: (504) 542-6372 FAX: (504) 345-3156 
INDEPENDENT AUDITOR'S REPORT To the Board of Co;mnissioners Mount Hennon Water District of the Parish of Washington, State of Louisiana Washington Parish Police Jury Franklinton, Louisiana 

KENTWOOD OFFICE p.o. Box 45 - 602 Fifdt St. Kentwood, LA 70444 VOICE: (50"t) 229-5955 FAX: (504) 229-5951 MEMBERS American Institute of CI'As Society of Louisiana CPA~ 

We have audited the accompanying component uuit financial statements of the Mount IIermon Water District of file Parish of Washin~3on, State of Louisiana, as of December 31, 1996, and for the 3,ear then ended. These component unit financial stalements are fl~e responsibiliw of the district's management. Our responsibility is to express an opinion on thc,;e component unit financial statements based on our audit. We conducted our andit in accordance with generally accepted auditing standards, Government A uditing Standards', issued by file Comptroller General of the United States, and the provisions of OMB Circular A-128, "Audits of State and Local Governn~cnts". Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurm~cc about whether the componenf unit financial statements are free of material misstatement. An audit includes exanfining, on a test basis, evidence supporting the amounts and disclosures in the component unit financial statements. An audit also includes assessing the accounting principles used and significant estimates made by mar~gement, as well as evaluating fl~e overall component unit financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the component unit financial statements referred to above present fairly, in all material respects, the fimmcial position of the Mount Hermon Water District as of December 31, 1996, and the results of its operations and cash flows for the year then ended in conformity with generally accepted accounting principles. Our audit was conducted for the purpose of forming an upilfion on the component unit financial statements taken as a whole. The schedules listed in the table of contents are presented for purposes of additional analysis and are not a required part of the component unit financial staternents of the Mount Hcrmon Water District of the Parish of Washington, State of Louisiana. Such infommtion has been subjected to the auditing procedures applied in the audit of the component unit financial statements and, in our opinion, is fairly stated in all material respects in relation to the component unit financial statements takan as a whole. 
Brace Harrell & Company, CPAs A Professional Accounting Corporation Kcntwcod, Louisiana March 28, 1997 
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BRUCE HARRELL & CO. CERTIFiZED PUBLIC ACCOUNTANTS A Prof~$~af A~n~ng Corporati~ Board of Commissioners Mount Hcmlon Water District of the Paris]h of Washington, State of Louisiana Page 2 
This report is intended solely for the use of management, the Legislative Auditor, and Rural Economic and Community Development/Farm Service Agclacy. This restriction is not intended to limit the distribution of this report, which, upon aceeptance by the Motmt Hermon Water District of the Parish of Washington, State of Louisiana is a matter of public record. 
Bruce Harrcll and Company, CPAs A Proff:ssional Accounting Colporalion Kentwood, Louisiana March :28, 1997 
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MOUNT HERMON WATER DISTRICT OF TIlE PARISH OF WASHINGTON STATE OF LOUISIANA WASHINGTON PARISH POLICE JURY FRANKLINTON, LOUISIANA Component Unit Financial Statements As of and for the Year Ended December 31, 1996 With Supplemental Schedules 
CONTENTS (Continued) 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE BASED ON AN AUDIT OF COMPONENT UNIT FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITI-I GOVERNMENT A UI)llYNG STANDAIU)S INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAMS /NDEPENDENT AUDITOR'S REPORT ON COMPI.IANCE WITH THE GENERAL REQUIREMENTS APPLICABLE TO FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
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MOUNT HERMON WATER DISTRICT OF TItE PARISII OF WASHINGTON STATE OF LOUISIANA WASHINGTON PARISH POLICE JURY FRANKLINTON, LOUISIANA Componcnt Unit Financial Statements As of and for the Year Ended December 31, 1996 With Supplemental Schedules 
INDEPENDENT AUDITOR'S REPORT 

CONTENTS 
INDEPENDENT AUDITOR'S REPORT ON SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE COMPONENT UNIT FINANCIAL STATEMENTS PROPRIETARY FUND - ]ENTERPRISE FUNI) BALANCE SHEET 
STATEMENT OF REVENUES, EXPENSES, AND CItANGES 1N UNRESERVED RETAINED EARNINGS STATEMENT OF CASH FLOWS NOTES TO THE FINANCIAL STATEMENTS S UPPI,EM ENTARY INFORMATI ON 
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MANAGEMENT LETTER 

Board of Commissioners Mount Hermon Water District of the Parish of Washinglon, State of Louisiana Washington Parish Police Jury Franklinton, Louisiana 

KENTWOOD OFFICE P.O. Box 45 - 602 Fifth St. Kentwood, LA 7044't VOICE: (504) 229-5955 FAX: (504) 229-5951 MEMBERS American Institute of CI'As Society of Louisiana CPA~ 

We have exanrincat the component unit financial statements of the Mount Hermon Water District of the Parish of Washirkgton, State of Louisiana, as of and for the year ended December 31, 1996. In planning and perfomaing our audit, we considered the internal control structure in order to determine our auditing procedures for the purpose of expressing our opinion ou the ex~mponeat unit financial statements and not to provide assurance on the internal control structure. I ]owever, we noted c~rtain weaknesses in the internal control structure, that, if corrected, could improve the ability of management of the Mount tIermon Water District to record, process, sununarize, and report financial data consistent with the assertions of management. The fomrat below lists "Weakness in Internal Controls", and "Current Year Audit Recommendations", followed by "Manag(:ment Response to Audit Recommendations". FIDEI.I!TY lqONDR FOR CONTRACT MANAGER A. Weaknesses itr h~tcrnal Controls & Current Year Recommendations 
We noted that fidelity bonds were furnished by the Mount ttermon Water District, as required by the Rural Economic and Con~nunity Development (RECD) office. However, we also noted that subsequent to fiscal year end, the district cotercd into a management contract for operation and maintenance of the water system, including billing and collection ofcustomcraccount,,;. We reconnnend that the district l ) obtain verifieation that the operator and employees covered under th,~ management contract early fidelity bond coverage in an mnount sufficient to protect the interests of the Mount Hermon Water Dirtier, and (2) obtain verification in writing that the interests of the Mount Hennon Water District, in addition to those of the mauagement company, are covered under the fidelity bond. 
B. Management Response to Audit Recommendations We ~411 obtain the information on fidelity bond coverages to insure that the interests of the water district are properly protectcai It has bcen our pleasure to perform this financial audit for you. We will be glad to meet with you in trying to provide assistanc~e in implementing tbe above recommendations. 
Respectfhny submitled, 
Bruce Harrcll & Company, CPAs A Professional Accounting Corporation 
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MOUNT HERMoN WATER DISTRICT Or' TItE PARISH OF WASHINGTON STATE Ol," LOUISIANA 
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ANNUAL FINANCIAL REPORT YEAR ENDED DECEMBER 31, 1996 
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BRUCE HARRELL & CO. CERTIFIED PUBLIC ACCOUNTANTS A PtOf~Slonal A~~un~ag ~tior, 109 West Minnesota Park Park Place Suite 7 Hammond, LA 70403 VOICE: (504) 542-6372 FAX: (504) 345-3156 
KEN'I3~OOD OFFICE P.O. Box 45 - 602 Fifth St. Kentwood, LA 70444 VOICE: (504J 229-5955 FAX: (504) 229.5951 MEMBERS Americaa Institute of CI'As Society of Louisiatxa CPA.~ INDEPENDENT AUDITOR'S REPORT ON SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE 

To the Board of Conunissioners Mount Hemaon Water District of the Parish of Washington, State of Louisiana Washington Parish Police Jury Franklinton, Louisiana 
We have audited the component unit financial statements of the Mount Hcrmon Water District of the Parish of Washington, State of Louisiana, as of and for the yea~ ended December 31, 1996, and have issued our report thereon dated M'arch 28, 1997. These component unit financial statenaents are the responsibility of the Mount Hennon Water District: of the Pa~ish of Washington, State of I,ouisiana, management. Our responsibility is to express an opinion on these component unit financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing staudards, Government Auditing Standard.,', issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular A-128, "Audits of State and Local Governments." Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the component unit financial statements are free of material nrisstatement. An audit includes exarnining, on a test basis, evidence supporting the amounts and disclosures in the component unit financial statements. An audit also includes assessing the accounting principles used and sigaificant estinmtes made by nxanagement, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. Our audit was conducted for the purpose of rotating an opinion on the component unit financial statements of the Mount Hermon Water District of the Parish of Washington, State of Louisiana, taken as a whole. The accompanying schedule of federal financial assis "trace is presented for purposes of additional analysis and is not a required part of the component unit financial statements. The information in that schedule has been subjected to the auditing procedures applied in the audit of the component unit financial statements and, in our opinion, is fairly presented in all material respects: in relation to the component unit financial statements taken as a whole. 
Bruce Harrdl and Company, CPAs A Professional Accounting Corporation Kentwoad, Louisiana March 28, 1997 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAMS Board of Commissioners Mount Hennon Water District of the Parish of Washington, State of Louisiana Washington Parish Police Jury Franklinton, Louisiana We have audited the component unit financial statements of the Mount Hernlon Water District of the Parish of Washington, State of Louisiana, as of and for the year ended December 31, 1996, and have issued our report thcrcen dated March 28, 1997. We have also audited the Mount I termon Water District of the Parish of Washington, State of Louisiana's compliance with the requirement govcrniug reporting and bond reserve requirements that is applicable to its major federal financial assistance program, which is identified in the accompanying Schedule of Federal Financial Assistance, for the year ended December 31, 1996. The management of the Mount Hennon Water District of the Parish of Washington, State of Louisiana is responsible for the Mount Hcrmon Water District of the Parish of Washington, State of Louisiana's compliance with those rcquiren~ents. Our responsibility is to express an opinion on compliance with those requirements based on our audit. We conducted our audit of compliance with those rcquircrnents in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the United States; and Office of Managenlent and 13udget Circular A-128, "Audits of State and Local Governments." Those standards and OMI3 Circular A-128 require that wc plan and perform the audit to obtain reasonable assurance about whether material noncompliance with the requirements referred to above occmred. An audit includes examining, on a test basis, evidence about the Mount Hermon Water District of the Parish of Washington, State of Louisiana's compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. 
The results of our audit procedures disclosed the following immaterial iBstances of non-compliance with the requirements referred to in the sceond paragraph above: 
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BRUCE HARRELL & CO. CERTIFIED PUBLIC ACCOU~FAI~I'S h P~ofas~)o( ~r Ao~oun6ng Coq~tio~ 
Board of Commissioners Mount Hermon Water District of the Parish of Washington, State of Louisiana Page 2 We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions 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 affect the district's ability to record, process, sununarize, and report financial data consistent with the assertions of mmlagement in the component unit financial statements. 
]t ~s noted that the Mount Hermon Water District has a lack of segregation of duties in its system of internal controls. This deficiency in the internal control structure is caused by the small number of personnel flint handle the operations of the district. A material weakness is a reportable condition in which the design and operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be n~aterial in relation to the component unit financial statements being audited may occur and not be detected within a timely period by employees in the normal course ofperfonning their assigaled functions. Our consideration of the internal control structure would not ncecssarily disclose all matters in the interual control structure that might be, rcpollable conditions and, accordingly, would not necessarily disclose all reportable conditions that arc also considered to be material weaknesses as defined above. However, we believe the reportable condition described above is not a material weakness. We also noted other matters involving tile internal control structure and its operations that we have reported to the management of the Mount Hennon Water District, in a separate letter dated March 28, 1997. This rcl:ort is intended solely for the infonnation of the managemcnt, the Legislative Auditor, and Rural Economic and Community Development/Farm Service Agency. However, this report is a matter of public record and its distribution is not limited. 
Bruce Harrell and Company, CPAs A Professional Accounting Corporation Kentwood, Louisiana March 28, 1997 
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BRUCE ItARRELL & CO. CERTIFIED PUBLIC ACCOUNTA~I'S A Pr of~,slo rml ACCOUnting C.o~pora~ 
Board of Commissioners Mount Hermon Water District of the Parish of Washington, State of Louisiana Page 3 This report is intended for the information of management, the Legislative Auditor, and Rural Economic and Community DevelopmenffFann Service Agency. However, this report is a matter of public record and its distribution is not limited. 
Bruce Harrell and Company, CPAs A Professional Accounting Coq)oration 
Kentwood, Louisiana March 28, 1997 
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BRUCE HARRELL & CO. CERTIFIED PUBLIC ACCOUNTANTS 109 West Minnesota Park Park Plac~ Suite 7 Hammond, LA 70403 VOICE: (504) 542-6372 FAX: (504) 345-3156 
KENTWOOD OFFICE P.O. Box 45 - 602 Fifth St. Kentwood, lJk 70444 VOICE: (504) 229-5955 FAX: (504) 229-5951 MEMBERS American Institute of CPAs Society of Louisiana CPA.s INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICABLE TO FEI)ERAL FINANCIAL ASSISTANCE PROGRAMS Board of Corrmaissioners Mount Hermoa Water District ofthe Parish of Washington, State of Louisiana Washington Parish Police Jury Franklinton, Louisiana We have audited the component unit financial statements of the Mount Hermon Water District of the Parish of Washington, State of Louisiana, as of and for the year ended December 31, 1996, and have issued our report thereon dated March 28, 1997. We ha~e applied proccdures to test the Mount Hem~ou Water District of the Parish of Washington, State of Louisiaam's compli~mce with the follow,ring requirements applicable to its federal financial assistance program, which is identified in the Schodnle of Federal Financial Assistano:, t'or the ),ear ended Dcccmber 31, 1996: political activity; Davis-Bacon Act; cbA1 rights; cash management; federal financial reports; or administrative requirements. Our procedures were limited to the applicable procedures described in the Office of Management and Budget's "Compliance Supplement for Single Audits of State and Local Governments". Our procedures were substantially less in SCOl~ than an audit, the objective of which is the expression of an opinion on the Mount Hermon Water District of the Parish of Washington, State ofLouisiana's compliance with the requirements listed in the prcceding paragraph. Accordingly, we do not express such an opinion. With respect to the items tested, the results of those procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of this report. With respect to items not tested, nothing came to our attention that caused us to believe that the Mount ttermon Water District of the Parish of Washington, State of Louisiana, had not complied, in all material respects, with those requirements. 

This report is intended for the information of the management, the Legislative Auditor, and Rural Econonaic and Commlmity Development/Farm Service Agency. However, this report is a matter of public record and its distribution is not limited. 
Bruce Harrcll and Company, CPAs A Professional Accounting Coq)oration 
Kentwood, Louisiana March 28, 1997 
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BRUCE HARRELL & CO. CERTIFIED PUBLIC ACCOUNTA~FS A Ptof cs~,slo ~I Aooount~nQ Corpo~fion 
Board of Commissioners Mount Hermon Water District of the Parish of Washington, State of Louisiana Page 2 
FINDING: 
With the issuance of the 1996 Revenue Bonds, the Water District covenants that they will provide revcnucs sui~eient to pay the reasonable expenses of operating and maintaining the system, and to fund all obligations of the district, including required reserves or sinking funds for bonded indebtedness. The district shows a deficit in unreserved retained earnings of $(18,248) for the fiscal year ending December 31, 1996. 

Management Response: We will review file level ofrcvenues and expenses, on a monthly basis, in order to reduce the deficit in unreserved retained earnings. In our opinion, except for those instances of non-compliance noted above, the Mount l Iennon Water District of the PaJish of Washington, State of Louisiana, complied, in all material respects, with the requirement governing reporting that is applicable to its major t~dcral financial assistance program for the year ended December 31, 1996. This report is intended for the information of management, the Legislative Auditor, and Rural Economic and Community Development/Farm Service Agency. HowcveL this report is a matter of public record and its dislribulion is not limited. 
Bruce Harrell and Company, CPAs A Professional Accounting Coq)oration Kentwood, Louisiana March 28, 1997 
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INDEPENDENT AUI)ITOR'S REPORT ON COMPLIANCE BASED ON AN AUDIT OF COMPONENT UNIT FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GO VERNMENTA UDIT1NG STANDARDS Board of Commissioners Mount Hermon Water District of the Parish of Washington, Slate of Louisiana Waslfington Parish Police Jury Franklinton, Louisiana We have audited the component unit financial statements of the Mount Hermon Water District of the Parish of Washington, Slate of Louisiana, for the year ended Deeemtx:r 31, 1996, and have issued our report thereon dated March 28, 1997. 
We conducted our audit in accordmlce wifll generally acx~pted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States and the provisions of Office of Management and Budget Circular A-128, "Audits of State arid Local Governments". Those standards and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Complim~ce with laws, regulations, contracts, and grants applicable to the Mount Hermon Water District of the Parish of Washington, State of Louisiana, is the responsibility of the district's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Mount Hennon Water Distrk~ of the Parish of Washington, State of Louisiana's compliance with certain provisions of Jaws, regulations, contracts, and grants. However, the objective of our audit was not to provide an opinion on overall compliaalce with such provisions. Accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. 
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BRUCE HARRELL & CO. CERTIFIED PUBLIC ACCOUNTANTS A Iwo~e,u~o~t Acoooner, g ~t~on 109 West Minnesota Park Park Place Suite 7 Hammond, LA 70403 VOICE: (504) 542-6372 FAX: (504) 345-3156 
KFNTWOOD OFFICE P.O. Box 45 - 602 Fifth St Kentwood, LA 70444 VOICE: (504) 229-5955 FAX: (504)229-5951 MEMBERS panerican Institute of CPP~ Society of Louisiana CPA~ INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL FINANCIAL ASSISTANCE PROGRAMS Board of Commissioners Mount Hermon Water District of the Parish of Washington, State of Louisiana Washington Parish Police Jury Franklin(on, Louisiana We have audited the component unit financial statements of the Mount Hermon Water District of the Parish of Washington, State of Louisiana, for the year ended December 31, 1996, and have issued our report thereon dated March 28, 1997. We have also audited the compliance of the Mount Itermon Water District of the Parish of Washington, State of Louisiana, with requirements applicable to majol federal financial assistance programs and have issued our report thcrcen dated March 28, 1997. We conducted our audit in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-128, "Audits of State mad Local Governments". Those standards ,and OMB Circular A-128 require that we plan and perform the audit to obtain reasonable assurance about whether the component unit financial statements are free of material misstatement and whether the Mount Hennon Water District of the Parish of Washington, State of Louisiana, complied with laws and regulations, noncompliance with ~ich would be material to a major federal financial assistance program. In planning and performing our audit for the year ended December 31, 1996, we considered the internal control structure of the Mount Hernlon Water District of the Parish of Washington, State of Louisiana, in order to determine our auditing procedures for the purpose of expressing our opinions on the component unit financial statements of the Mount Hermon Water District of the Parish of Washington, State of Louisiana, and on the compliance of the Mount Hermon Water District of the Parish of Washington, State of Louisiana, with requirements applicable to major prograrr~ and to report on the interual control structure in accordance with OMB Circular A-128. This report addresses our consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal financial assistance programs. We have addressed internal control structure policies and procedures relevant to our audit of the component unit financial statements in a separate report dated March 28, 1997. The management of the Mount Hermon Water District of the Parish of Washington, State of Louisiana, is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by nmnagement are ~xluired to assess the expected benefits and related costs of internal control structure policies and procedures. The 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, that transactions are executed in accordance with ma~agement's authorization mid recorded properly to permit the preparation of component unit financial statements in accordance with generally accepted accounting principles, and that federal financial assistam~e programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any system of internal control s~ructure, errors, irregularities, or instances of noncompliance may nevertheless occur 
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BRUCE HARI~]LL & CO. CERTIFIED PUBLIC ACCOUNTAI~I'S A profer~]~,at Ac~un~ng Co~porat3o~ 
Board of Commissioners Mount Hermon Water District of the Parish of Washington, State of Louisiana Page 2 
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. For the purpose of this report, we have classified the significant internal control policies and procedures used in administering federal financial assistance programs in the following categories: 1) Cash Receipts 2) Cash Disbursements For all of the internal control structure categories listed above, we obtained an understanding of the design of rclcvant policies and procedures and determined whether they have becn placed in operation, and we assessed control risk. 
During the year ended December 31, 1996, the Mount Hermon Water District of the Parish of Washington, State of LouisiaJm, expended 100% of its total federal financial assistance under major federal financial assistanco programs. We performed test of controls, as required by OMB Circular A-128, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that we considered relevant to preventing or detecting material noncompliance with specific requirements, general requirements, and requirements governing claims fol advances and reimbursements and amounts claimed or used for matching that are applicable to the Mount ltermon Water District of the Parish of Washington, State of Louisiana's major federal financial assistance program, which is identified in the accompan)~ag Schedule of Federal Financial Assistance. Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, we do not express such an opinion. Our consideration of the internal control structure policies and procedures used in administering federal financial assistance would not necessarily disclose all matters in the internal control structure that might constitute matcrial weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a reportable condition in which the design or operation of one or more of the internal control structure clcmcl~ts does not reduce to a relatively low level the risk that noncompliance with laws and regulations that would be material to a federal financial assistance program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control structure that we consider to be material weaknesses as defined above. However, we noted cortain matters involving the internal control structure and its operation that we have reported to the management of the watcr district in a separate letter dated March 28, 1997. 
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