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We have audtted the accompanying component unit financial statements of the Mount Hermon Water District of the Parish of Waslangton, Louisiana, a component unit of the Washington Parish Police Jury, as of December 31, 1997, and for the year then cadai as listed in the Table of Contents. These component unit financial statements are the responsibility of the district's 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 standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General 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 basis, evidence supporting the amounts and disclosures in the component unit financial statements. An audit also mcl,~des assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall component unit financial statement presentation. We believe that our audit provides a reasonable bas~s tot our opinion. In our opinion, the component unit financial statements referred to above present fairly, in all material respects, the financial position of the Mount Hermou Water District as of December 31, 1997, and the results of its operations and cash flows for the year then ended in conformity with generally accepted accounting principles. 
In accordance with Government Audl"ttng Standards, we have also issued our report dated March 23, 1998, on our consideration of the Mount Hermon Water District of the Parish of Washington, Louisiana's internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and grants. 
Our audit was performed for the purpose of forming an opinion on the component unit financial statements taken as a whole. The accompanbang zchedule of expenditares of federal awards is presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizaaons, and is not a required part of the component unit financial statements of the Mount Hermon Water District of the Parish of Washington, Louisiana. The other schedules listed on the table of contents are presented for purposes of additional analysis and are not a required part of the component unit financial statements. Such information 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 taken as a whole. 
Brace Harrell & Company, CPAs A Professional Accounting Corporation March 23, 1998 



 
Mount Hermon Water District of the Parish of Washington, State of Louisiana Washington Parish Police Jury Franklinton, Louisiana BALANCE SHEET - PROPRIETARY FUND TYPE December 31 1997 Assets Current Assets: Cash Accounts Receivable, Net Accrued Billings Due From Rural Utilities Service Total Current Assets Restricted Assets: Cash - RUS Depreciation & Contingency Fund Cash - RUS Bond Reserve Fund Cash - RUS Construction Fund Total Restricted Assets Property, Plant and Equipment: Land Water System Total Property, Plant and Equipment Less: Accumulated Depreciation Net Property, Plant and Equipment Other Assets: Utility Deposits Total Other Assets Total Assets 

Liabilities and Fund Equity Liabilities: Current Liabilities (Payable From Current Assets): Accounts Payable Sales Tax Payable Total Current Liabilities (Payable From Current Assets Current Liabilities (Payable From Restricted Assets): Security Deposits Payable Current RUS Bond Payable Accrued RUS Bond Interest Total Current Liabilities (Payable From Restricted Assets) 

Continued on the following page The accompanying notes are an integral part of these statements -5- 

STATEMENT A 

30,999 4,663 3,211 13.880 52,753 7,169 7,116 519 14.804 3,890 1,603,212 1,607,102 (32,722) 1.574.380 
220 220 1642.157 
1,931 820 2 751 
455 6,976 36.130 43.561 



Mount Hermon Water District of the Parish of Washington, State of Louisiana Washington Parish Police Jury Franklinton, Louisiana 
BALANCE SHEET - PROPRIETARY FUND TYPE (Continued) December 31, 1997 

Long-Term Liabilities: RUS Bonds Payable Total Long-Term Liabtlities Total Liabilities Fund Equity: Contributed Capital Less: Accumulated Amortization Net Contributed Capttal Retained Earnings: Reserved for RUS Bond Depreciation and Contingency Reserved for RUS Bond Reserve Fund Unreserved - (Deficit) Total Retained Earnings (Deficit) Total Fund Equity Total Liabilities and Fund Equity 

(Concluded) The accompanying notes are an integral part of these statements. -6- 

STATEMENTA 

744.442 744.442 790.754 
897,287 (17,753) 879,534 
7,169 7.116 (42,416) (28,131) 851.403 
1,642,157 



 

Mount Hermon Water District Washington Parish Police Jury Franklinton, Louisiana STATEMENT OF REVENUES, EXPENSES AND CHANGES IN UNRESERVED RETAINED EARNINGS - PROPRIETARY FUND TYPE Year Ended December 31. 1997 Operating Revenues Water Sates Installation Fees Penalties Interest Income Miscellaneous Revenue Total Operating Revenues Operating Expenses Operations and Maintenance - Contract Billings - Contract Office Expenses Utilities Insurance Accounting Repairs and Maintenance Postage and Freight Bank Charges Bad Debts Depreciation Expense Total Operating Expense Net Operating Income (Loss) Non-Operating Revenue (Expenses): Interest Expense Total Non-Operating Revenue (Expenses) Net Income (Loss) Amortization of Contributed Capital Decrease in Reserve for Contingencies (Deficit) Retained Earnings-Unreserved January 1, 1997 (Deficit) Retained Earffings-Unreserved December 31, 1997 

The accompanying notes are an integral part of these statements -7- 

STATEMENT B 

62.808 
8,911 8,604 334 2,808 1,661 9,504 375 296 142 4,888 32,722 7O ,245 (7,437) 
(36,130) (36,130) (43,567) 17,753 1.646 (18,248,) $ (42,416.) 



 
Mount Vernon Water District of the Parish of Washington, Louisiana Washington Parish Police Jury Franklinton, Louisiana STATEMENT OF CASH FLOWS-PROPRIETARY FUND TYPE Year Ended December 31. 1997 

Cash Flows from Operating Activities: Operating Income (Loss) Adjustments to Reconcile Net Operating Income to Net Cash Provided by Operating Activities: Depreciation Changes in Accounts Receivable Changes in Accrued Billings Changes in Due From Rural Utilities Service Changes in Accounts Payable Changes in Sales Tax Payable Changes in Construction Payable Changes in Retainage Payable Changes in Customer Depos,ts Payable Changes in Accrued RUS Bond Interest Total Adjustments Net Cash Provided by (Used For) Operating Activities Cash Flows from Capital and Related Financing Activities: Proceeds from Contributed Capital Bond Principal Repayment - RUS Bond Interest Payments - RUS Bond 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 

The accompanying notes are an integral part of these statements -8. 

STATEMENT C 

$ (7,437) 
32,722 (4,663) (3,21 I) (13,880) 1,931 819 (25,861) (143,687) 455 12,733 (142,642) (150,079) 
384,938 (2,582) (36,130) (173,400) 172.876 22.797 23 008 
$ 45.803 



INTRODUCTION 

MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury FrankIintan, Louisiana 
Notes to the Financial Statements As of and for the Year Ended December 3 l, 1997 

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 b~ the Washington Parish Police Jury. Mount Hennon Water District was thus created and constitutes a public corporation and political subdivision of the State of l~tu.,i,uu~, and has all the power and privileges granted by the constitution and statutes &this state to such subdivision, including the authority to incur debt, to issue bonds, and to levy taxes and assessments. Construction of the water system plant and equipment for the water system was financed under a loanJg~ ant program from the United States Rural Utilities Service (RUS) office, with construction completed in March, I997 Mount Hermon Water District, as of December 31, 1997, serves 293 water customers. The district contracts the operation and maintenance of the water system, including billings of water customers, to an outside agent. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
A. BASIS OF PRESENTATION The accompan~ mg component unit financial statements of the Mount Hermon Water District have been prepared in conformity ruth g, uerally accepted accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted stqud~rd-setting body for establishing governmental accounting and financial reporting principles. B. REPORTING ENTITY As the governing authority of the parish, the Washington Parish Police Jury is the financial reporting entity for W~hmUon Parish. The financial reporting entityconsists of(a) the primary government (police jury), (b) organizations for wluch the primary government is fa~acially accountable, mad (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. 

Appointing a voting majority of an organization's governing body, and a. The ability of the police jury to impose its will on that organization and/or 
-9- 
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MOUNT BERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franklinton, Louisiana Notes to the Financial Statements (Continued) As of and for the Year Ended December 31, 1997 The potential for the organization to provide specific financial benefits to or impose specific financial burdens on the police jury. Organizations for which the police jury does not appoint a voting majority but are fiscally dependent on the police jury. Organizations for which the reporting entity financial statements would be misleading if data of the organization is not included because &the nature or significance of the relationship. 

C. FUND ACCOUNTING 

D. BASIS OF ACCOUNTING 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. The Enterprise Fund is a~c~unted 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 operation of this fund are included on the balance sheet. The Enterprise Fund uses the accrual basis of accounting. Revenues are recognized Macn earned and expenses are recognized at the time liabilities are incurred. The Enterprise Fund uses the following practmes in recording certain revenues and expenses: Revenues Fees for water services arc recorded as revenues after the meters are read. All other revenues are recorded 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. 

-i0- 



 
MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franldinton, Louisiana Notes to the Financial Statements (Continued) As of and for the Year Ended December 31, 1997 E. CASH AND CASH EQUIVALENTS AND INVESTMENTS Cash includes amounts in demand deposits, interest-bear:rag demand deposits, and money market accounts. Cash equivalents include amounts in time deposits and those investments with original maturities of 90 days or less. Under state law, the district may deposit funds in demand deposits, interest-bearing demand deposits, money market accounts, or time deposits with state banks organized under Lomslana 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 if the original maturities exceed 90 days; however, if the original maturities are 90 days or less, they are classified as cash equivalents. Investments are stated at cost. 
F. INVENTORIES Purchase of various operating supplies are regarded as expenditures at the time purchased, and inventories of such supplies (if any) are not recorded as assets at the close of the fiscal year. 
G. PREPAID ITEMS Purchase of items regm ded as having a future economical use are expensed when purchased, and prepaid amounts for such items are not leco~ded as assets at the close of the fiscal year. 
H. RESTRICTED ASSETS Certain proceeds of the Enterprise Fund revenue bonds, as well as certain resources set aside for their repayment, are classified as restricted assets on the balance sheet because their use is limited by applicable bond covenants. 
I. FIXED ASSETS Fixed assets of the district are included on the balance sheet of the fund. Interest co~tq recurred during construction are capitalized. Depreciation of all exhaustible fixed assets is charged as an expense against operations. Depreciation is computed using the straight-line method over the estimated useful lives of 20 to 40 x car~ for water systems and 5 to 10 years for equipment. J. COMPENSATED ABSENCES 
At December 31, 1997, the district did not have employees that accumulate or vest benefits K. LONG-TERM LIABILITIES 
Long-term liabilities are recognized within the Enterprise Fund. 



L. FUND EQUITY Contributed Capital 

MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franldinton, Louisiana Notes to the Financial Statements (Continued) As of and for the Year Ended December 31, 1997 

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 recognized on that portion of the assets acquired from such contributions. This amortization is closed to the contributed capital account. 
Reserves Reserves represent those portions of fund eqmt3 kg,dly ,~g~ ~gated for a specific future use 
M. USE OF ESTIMATES The preparation of financial statements in conformance with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reported period. Actual results could differ from those estimates. 2. CASH AND CASH EQUIVALENTS At December 31, 1997, the district has cash and cash equivalents (book balances) totaling $45,803, as follows Non Interest-Bearing Demand Deposits Interest-Bearing Demand Deposits Total 

$ 30,999 14,804 $ 45,803 These deposits are stated at cost, which appro~mates market value 1 rnder state law, these deposits (or the resulting bank balances) must be secured by federal dc0oslt insurance or the pLdgc of securities owned by the fiscal agent bank. The market value of the pledged securities plus lhe federal deposit msu rancc must at all times equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At December 31, 1997, the d~strict had $45,232 in collected bank balances within two separate banks consisting of $26,373, in non interest-beating demand deposits and $16,175 in interest-beating demand deposits in the first bank, and $2,684 in non-interest bearing demand deposits in the second bank. Each category of demand deposits is protected by $100,000 of federal deposit insurance. Even though the pledged securities are considered uncollateralized (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 days of being notified by the district that the fiscal agent has failed to pay deposited funds upon demand. 
-12- 



3. RECEIVABLES 

MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franklinton, Louisiana Notes to the Financial Statements (Continued) As of and for the Year Ended December 31, 1997 
All customer receivables are reported at gross value and periodically reduced by the portion that is expected to be uncollectible. The board of commissioners of the Mount Hermon Water District review past due accounts and authorizes the write-offofuncollectible amounts directly against the accounts receivable account. At fiscal year-end, the district had not established an allowance for uncollectible accounts, and sufficient data was not available to establish an aging of accounts receivable. However, a listing of accounts receivable was provided at December 31, 1997, totaling $4,663. Estimated unbilled revenues (accrued billings) are recognized at the end of each fiscal year on a pro-rata basis. The estimated amount is based on billing during the month following close of the fiscal year. At December 31, 1997, Mount Herrnun Water District recorded accrued billings of $3,211. Also included as a receivable is a total of $13,880 due from the Rural Utilities Service. This represents the balance of grant funds due under the water system construction project completed in March of 1997. These fimds, per authorization from the Rural Utilities Service, are to be applied to the annual bond interest payment due February 8, 1998. 
4. FIXED ASSETS A summary of fixed assets at December 31, 1997, follows 
Land Water System Totals 

Life Yrs Cost $ 3,890 1,603,212 
Accumulated Depreciafion $ 32,722 $1,607,102 $ 32,722 

Net $ 3,890 1,570,490 $1,574,380 
Depreciation Current $ 32,722 

The water systern, financed under the United States Depamnent of Agriculture, Rural Utilities Service Loan/Grant program, became operational in March of 1997. Equipment, furniture, and fixtures are depreciated using the useful lives of 5 to 10 years, and the water distribution system uses a useful life of 40 years. All assets are depreciated by the straight-line method. Total depreciation expense of $32,722 was recorded for the fiscal year ending December 31, 1997. The total costs for the water system include $24,843 of interest costs during the fiscal year ending December 31, 1997 capitalized as part of the construction costs for the water system. 

-13- 



5. LONG-TERMDEBT 

MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franldiuton, Louisiana Notes to the Financial Statements (Continued) As of and for the Year Ended December 31, 1997 
The following is a summary of bond transactions of the Mount Hermon Water District of the Parish of Washington, Louisiana for the year ended December 31, 1997: 

Bonds Payable January 1, 1997 Bonds Retired Bonds Payable December 31, 1997 

1996RUS Water Revenue Bonds $754,000 
754,000 (2,582) 
751.418 

Bonds Payable at December 31, 1997, are comprised of the following current and long-term amounts 
Current Amount 12/31/97 Long-Term Amount 12/31/97 

Total Principal Balance 12/31/97 1996 Revenue Bonds: $754,000 utility bonds, dated 2/08/96; due in monthly installments of $3,702 through Feb. 6, 2036; interest at 5.0% $ 6 ~)76 $ 744,442 $ 751,418 

-14- 



 
MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franklinton, Louisiana Notes to the Financial Statements (Continued) As of and for the Year Ended December 3 l, 1997 

The annual requirements to amortize all debt outs~mdmg ,L~ of December 31, 1997, includmg interest payments of $896,724 are as follows: 
Year Ending December 31. 1998 1999 2000 2001 2002 2003-2007 2008-2012 2013-2017 2018-2022 2023-2027 2028-2032 2033-2036 

6. FLOW OF FUNDS, RESTRICTIONS ON USE 

i996 RUS WaterRevenue Bonds $754,000 $ 41,402 44,426 44,426 44,426 44,426 222,130 222,130 222,130 222,130 222,130 222,130 96,256 $ 1,648,142 
As of December 31, 1996, the Mount Hermon Water District of the Parish of Washington, State of Louisiana, has one Rural Utilities Service (RUS) 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 summarized below: a) The issuer, the Mount Hermon Water District of the Parish of Washington, State of Louisiana, covenants 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 same from time to time whenever necessary, to pay the reasonable and necessary expenses of operating and maintaining the system in each yea.r, all reserves or sinking funds required, and all other obligations or indebtedness payable out of the revenues of the System, and which will provide revenues in each year, after paying all reasonable and necessary expenses of operating and maintaining the System, at least equal to 120% of the largest mount of principal and interest maturing on the bonds in any future fiscal year and on any parity bonds issued thereafter. Since construction of the water system was not completed until March of 1997, and the system was not operational for the entire fiscal year, this bond debt coverage factor could not be calculated for the fiscal year ending December 31, 1997. -15- 
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MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franldinton, Louisiana Notes to the Financial Statements (Continued) As of and for the Year Ended December 3 l, 1997 The establishment and maintenance of a "Water Bond and Interest Sinking Fund'' (the Sinking Fund) sufficient in amount to pay promptly and fully the principal and interest on the bonds. The actual creation of a sinking fund was not required since the district pays required bond instalhnents directly to Rural Utilities Service, on a monthly basis. The establishment of the ''Water Revenue Bond Reserve Fund" (the Reserve Fund) by transferring from the Water Revenue Fund, the operating account of the district, monthly in advance on or before the 20a of each month a sum at least equal to five per cent (5%) of the amount to be paid each month for bond principal and interest payments. The actual amount to be transferred for bonds outstanding at December 31, 1997, per the RUS Letter of Conditions, was a total of $i85 per month. 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 succeeding twelve month 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 Rm aI k:tllmes Service office, for which there would otherwise be default. Deposits to the Reserve Fund were requned to commence with the month following completion and acceptance of the improvements and extensions financed with the proceeds of the bonds. The system improvements financed with the 1996 Revenue Bonds became revenue producing during March 1997. 
The district made all oftbe required deposits to the Reserve Fund, maintaining a balance of $7,116, at December 31, 1997. The balance of $7,116 at December 31, 1997 included a deposit of $5,865 made per loan closing requirements for the RUS bond. The establishment and maintenance of the "Water Depreciation and Contingency Fund" (the Contingency Fund) to care for depreciation, extensions, additions, improvements and replacements necessary to operate properly the System, by transferring from the Water Revenue Fund, the operating account of the district, monthly in advance on or before the 20a of each month the sum of $191 per month. Money in the Contingency Fund may also be used, upon approval, to pay the principal and interest on may bond for which there is not sufficient money in the Sinking Fund or the Reserve Fund. The district made all of the required deposits to the Depreciation and Contingency Fund, maintaining a balance of $7,169, at December 31, 1997. The balance of $7,169 at December 31, 1997 included a deposit of $5,450 made per loan closing requirements for the RUS bond. e) The district, in the original bond resolution also obligated itself to abide by the following covenants The district will shut offservice if the delinquent charge, with interest 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 by the district, as well payment of a 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. 

-16- 



 
MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franklinton, Louisiana Notes to the Financial Statements (Continued) As of and for the Year Ended December 31, 1997 The district will maintain separate and correct records and accounts, and will have the books audited no later than three months after the end of the fiscal year. The district will not sell, lease or in any maturer dispose of the System or any substantial part thereof, provided the district may dispose of property that in its judgement is worn-out, unserviceable, unsuitable, or unnecessary in the operation of the System. The district will not, e~cept as provided by this bond resolution voluntarily create or cause to be created any debt, lien pkdgc mortgage, assigmnent, or any other chalges 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 perrmtted by law, the district will not grant a ffancttise to any utility for operation within the boundaries of the d~qtnct. In operation of the S~ S[Clll, the district will require all officers and employees in a position of authority or ha possession ofmonc~ derived from operations 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 in the "Supplemental Information" schedules included 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, based on assets held by the water district that are restricted for bond payments. The purpose of the reserved retained earnings is to service the revenue bonds. Reserved Retained Earnings totaled $14,285 at December 31, 1997. 8. DEFICIT UNRESERVED RETAINED EARNINGS The water district has an unreserved retained earnings deficit of $(42,416) for the fiscal year ending December 31, 1997. The deficit represents an increased deficit of $24,168 from the $(18,248) defica reported at December 31, 1996. Management of Mount Hermon Water District plans to intensify efforts for increasing new sign-ups for the water system and will continue to monitor the level of revenues and expenses to determine the adequacy of the existing rate structure. 

9. WATER SYSTEM MANAGEMENT The water district is operated under a contract with an outside party. The contract management provides services for operation and maintenance of the system, including billing services for the water district. 

-17- 
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Mount Hermon Water District of the Parish of Washington, State of Louisiana Washington Parish Police Jury Franktinton, Louisiana 
COMPARATIVE BALANCE SHEET - PROPRIETARY FUND TYPE December 31, 1997 and 1996 

Assets Current Assets: Cash Accounts Receivable, Net Accrued Billings Due From Rural Utilities Service Total Current Assets Restricted Assets: Cash - RUS Depreciation & Contingency Fund Cash - RUS Bond Reserve Fund Cash - RUS Construction Fund Total Restricted Assets Property, Plant and Equipment: Land Water System Construction in Progress Total Property, Plant and Equipment Less: Accumulated Depreciation Net Property, Plant and Equipment Other Assets: Utility Deposits Total Other Assets Total Assets 
Liabilities and Fund Equity Liabilities: Current Liabilities (Payable From Current Assets): Accounts Payable Sales Tax Payable Total Current Liabilities (Payable From Current Assets) Current Liabilities (Payable From Restricted Assets): Security Deposits Payable Construction Payable Retainage Payable Current RUS Bond Payable Accrued RUS Bond Interest Total Current Liabilities (Payable From Restricted Assets) Continued on the following page The accompanying notes are an integral part of these statements -19- 

SCHEDULE1 
Enterprise Fund 1997 1996 30,999 4,663 3,211 13.880 52.753 
7,169 7,116 519 14.804 

6,203 
6,203 
5,953 9,978 872 16.803 

3,890 3,890 1.603.212 
1,607,102 (32,722) 1.574.380 
220 220 

1.429.812 1.433.702 1.433.702 
220 220 $ 1,642,157 $ 1,456,928 

1,931 $ 820 2.751 
455 
6,976 36.130 

25,862 143,687 
23.397 43.561 192.946 



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

COMPARATIVE BALANCE SHEET - PROPRIETARY FUND TYPE (Continued) December 31. 1997 and 1996 
Long-Term Liabilities: RUS Bonds Payable Total Long-Term Liabilities Total Liabilities Fund Equity: Contributed Capital Less: Accumulated Amortization Net Contributed Capital Retained Earnings: Reserved for RUS Bond Depreciation and Contingency Reserved for RUS Bond Reserve Fund Unreserved - (Deficit) Total Retained Earnings (Deficit) Total Fund Equity 
Total Liabilities and Fund Equity 

(Concluded) The accompanying notes are an integral part of these statements. 
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SCHEDULE1 
Enterprise Fund 
1997 1996 744.442 744.442 790.754 897,287 (17,753) 879.534 7,169 7,116 (42,416) (28,131) 851.403 

754.000 754.000 946.946 512,299 
512.299 5,953 9,978 (18,248) (2,317) 509.982 $ 1,642,157 $ 1,456,928 



 
Mount Hermon Water District Washington Parish Police Jury Franklinton, Louisiana SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN UNRESERVED RETAINED EARNINGS (BUDGET AND ACTUAL)-PROPRIETARY FUND TYPE Year Ended December 31,1997 And Actual for the Year Ended December 31, 1996 

Operating Revenues Water Sales Installation Fees Penalties Interest Income Miscellaneous Revenue Total Operating Revenues 
Operating Expenses Operations and Maintenance - Contract Billings- Contract Office Expenses Utilities Insurance Accounting Repairs and Maintenance Postage and Freight Bank Charges Bad Debts Miscellaneous Expense Depreciation Expense Total Operating Expense Net Operating Income (Loss) Non-Operating Revenue (Expenses): Interest Expense Total Non-Operating Revenue (Expenses) Net Income (Loss) Amortization of Contributed Capital Increase in Reserve for Contingencies (Deficit) Retained Earnings-Unreserved January 1, 1997 (Deficit) Retained Earnings-Unreserved December 31, 1997 

Enterprise Fund 

SHEDULE2 

1997 Budget 65,000 $ 1,000 
66.000 
14,000 8,800 300 4,200 700 
300 500 1.000 40.044 69.844 

1997 Actual Variance- Favorable (UnfavorableI (4,709) $ 1,570 (475) 302 120 62,808 (3,192) 
8,911 8,604 334 2,808 1,661 9,504 375 296 142 4,888 32.722 70,245 

5,089 196 (34) 1,392 (961) (9,504) (375) (296) 158 (4,388) 1,000 7,322 (401) 

1996 Actual 
306 306 
58 476 1,895 
126 68 2.623 (3,844) (7,437) (3,593) (2,317) 

(37,000) (37,000) 

The accompanying notes are an integral part of these statements -21 - 

(36,130) (36,130) 870 870 (43,567) $ (2,723) 17,753 1.646 (18,248) $ 02,416) 
(2,317) 
(15,931) 
$ (18 248) 



 
Mount Vernon Water District of the Parish of Washington, Louisiana Washington Parish Police Jury Franklinton, Louisiana COMPARATIVE SCHEDULE OF CASH FLOWS-PROPRIETARY FUND TYPE Years Ended December 31, 1997 and 1996 

Cash Flows from Operating Activities: Operating Income (Loss) Adjustments to Reconcile Net Operating Income to Net Cash Provided by Operating Activities: Depreciation Changes in Accounts Receivable Changes in Accrued Billings Changes in Due From Rural Utilities Service Changes in Accounts Payable Changes in Sales Tax Payable Changes in Construction Payable Changes in Retainage Payable Changes in Customer Deposits Payable Changes in UtiiEy Deposits Changes in Accrued RUS Bond Interest Total Adjustments Net Cash Provided by (Used For) Operating Activities 
Cash Flows from Capital and Related Financing Activities: Proceeds from Revenue Bonds Proceeds from Contributed Capital Bond Principal Payment - RUS Bond Interest Payments - RUS Bond 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 

The accompanying notes are an integral part of these statements - 22 - 

SCHEDULE3 
12/31/97 12/31/96 $ (7,437) $ (2,317) 
32,722 (4,663) (3,211) (13,880) 1,931 819 (25,861) (143,687) 455 12,733 (142,642) (150,079) 
384,988 (2,582) (36,130) (173,400) 172.876 22.797 

25,861 143,687 ~20) 23.397 192.725 190.408 
754,000 491.537 
(I ,433,702) (188,165) 2,243 23.006 20.763 45,803 $ 23,006 



 
MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franldinton, Louisiana 

SCHEDULE OF COMPENSATION PAID BOARD MEMBERS For the Year Ended December 31, 1997 
Schedule 4 

The schedule of compensation paid board members is presented in compliance with House Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislature. N4ME Donme Riley, Chairman Damon Miller,Vice-Chairman Wendell Smith, Secretary/Treasurer Everette Roberts, Commissioner Buddy Holmes, Commissioner 

Board of Commissioners Address Donnie Riley, Chairman 
Damon Miller, Vice-Chairman 
Wendell Smith, Secretary/Treasurer 
Everette Roberts, Commissioner 
Buddy Holmes, Commissioner 

1701 Washington Street Franldinton, LA 70438 
Riverside Apartments, Room 207 1730 Main Street Franldinton, LA 70438 34295 Sunny Hill Road Mt. Hermon, LA 70450 
36095 Thomas Cryer Road Mt. Hemaon, LA 70450 36093 Hwv 38 Mt. Hennon, LA 70450 

The accompanying notes are an integral part of this statement. 

Amount 

$ 
Term of Office Expires Dec. 31, 2001 
Expires Dec. 31, 2002 
Expires Dec. 31, 1997 
Expires Dec. 31, 1998 
Expires Dec. 31, 1999 



 
MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Frauklinton, Louisiana SCHEDULE OF INSURANCE For the Year Ended December 31, 1997 

Insurance Company Coverage 
Schedule 5 

Amount Period 
American Central Insurance Company Policy # MEK490348 

Western Surety Policy # 68463190 
American Central Insurance Company Policy # MEK490298 

General Aggregate Limit (other than Products / $200,000 Completed Operations) Products / Completed Operations Aggregate Limit $200,000 Personal and Adverting Injury $100,000 Each Occurrence Limit $100,000 Fire Damage Limit $100,000 
Public Official Position Schedule Bond: President Secretary-Treasurer Building Personal Property 

The accompanying notes are an integral part of this statement. -24- 

$ 40,000 $ 40,000 $ 9,000 $ 75,000 

2/01/97 2/01/98 

1/02/96 Until Canceled 
2/1/97 2/1/98 



 
MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franldinton, Louisiana 
SCHEDULE OF WATER CUSTOMERS For the Year Ended December 31, 1997 

Schedule 6 

As of December 31, 1997, Mount Hermon Water District had the following number of customers 
Residential Commercial Total Customers 
SCHEDULE OF WATER RATES For the Year Ended December 31, 1997 

286 7 293 

At December 31, 1997, Mount Hermon Water District had adopted the following rate schedule 
Category of Service Rate/too Residential: First 2,000 gallons $11.00 Over 2,000 gallons $ 2.50/thsd gallons Commercial: First I0,000 gallons Over 10,000 gallons $ 30.00 $ 2.50/thsd gallons 

The accompanying notes are au integral part of this statement. 
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Reference Number: 97-1 

MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franldinton, Louisiana 
Correction Action Plan for Current Year Audit Findings 

Description of Finding: 

Schedule 8 

As of December 3 i, 1997, Mount Hermon Water District has not determined the amount of uncollectible accounts receivable, nor developed an aging of accounts receivable. During each month of the fiscal year ending December 31, 1997, billing and account data was received from the billing agent of the water district, indicating the amounts currently billed and past due. However, sufficient detail was not received on the past due amount at December 31, 1997, to age the accounts receivable and to properly determine the amounts that must be written off. We recommend that the water district notify the billing agent that an aging of accounts is required for proper management and reporting of accounts receivable Corrective Action Planned (Response by Management) The board of commissioners of Mount Hermon Water District will notify the billing agent that an aging of accounts receivable must be provided as of the end of each billing month. Additional Explanation 
Continuing follow-up on this finding ~11 be required to insure that the water district is provided the necessary monthly reports to properly manage accounts receivable. Name of Contact Person 
Donnie Riley, Chairman Mount Hermon Water District 1701 Washington Street Franklinton, LA 70438 (504) 839-4609 
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MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franklinton, Louisiana 

Correction Action Plan for Current Year Audit Findings (Continued) 
Reference Number: 97-2 
Description of Finding: 

Schedule 8 

As of December 31, 1997, Mount Hermon Water District reported a deficit of $(42,416) in unreserved retained earnings. This represents an increased deficit of $24,168 from the $(18,248) deficit reported at December 31, 1996. In addition, the bond requirements for the district specify that the water district must "...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 same from time to time whenever necessary, to pay the reasonable and necessary expenses of operating and maintaining the system in each year, all reserves or sinking funds required, and all other obl~gatTons or indebtedness payable out of the revenues of the System..." Part of the reason for the delic~t was that the system was operational for only part of the year, and also that of the 363 required customers, only 293 remained on the water system at December 31, 1997. We recommend that the district intensify efforts to sign up customers, and the board of commissioners continue to monitor revenues and expenses, and consider the need for a rate adjustment. Corrective Action Planned (Response by Management) The board of commissioners is aware of the need to increase the revenue base for Mount Hermon Water District. We are increasing our efforts to bring more customers into the water system, and we will continue to monitor the level of revenues and expenses, and if determined necessary, we will consider the need for a rate adjustment. Additional Explanation Continuing follow-up on this finding will be required until Mount Hermon Water District generates more funds to operate the water district. Name of Contact Person 
Donnie Riley, Chairman Mount Hermon Water District 1701 Washington Street Franklinton, LA 70438 (504) 839-4609 
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MOUNT HERMON WATER DISTRICT OF THE PARISH OF WASHINGTON, LOUISIANA Washington Parish Police Jury Franldinton, Louisiana 

Corrective Action Plan for Prior Year Management Letter Recommendations For the Year Ended December 31, 1997 
Reference Number: 96M-1 Fiscal Year of Initial Management Recommendation: Fiscal Year Ending 12/31/96 Description of Finding: 

Schedule 9 

We noted in the management letter for the fiscal year ended December 31, 1996, that the fidelity bond of the billing agent should be checked to determine if it also provides coverage for Mount Hermon Water District in the event of a fidelity loss. This clarification is required since water fees are collected by the billing agent, and the fidelity bond is issued in the name of the billing agent. Corrective Action Planned (Response by Management): Preliminary discussions with the insurance agent of the billing agent for tile water district have indicated that the fidelity bond is designed primarily to cover the interests of the biIhng agent as named insured. However, the fidelity bond also indicates that the bond covers property for which the insured is legally liable. We will discuss this maff~r with the b*llmg agent and determine whether the contract with the billing agent specifies that the billing agent is legally hable for the collections of the water district. Corrective action taken: Partially 
Additional Explanation Corrective action is listed as partial since the water district must continue to follow-up on the information requested on fidelity insurance bond coverages. 
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BRUCE HARRELL & CO. CERTll lED PUBLIC ACCOUNTANTS A Ptofe~slorlal Accounbng CorpomU~n 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 American Im~itut~ or CPAs Society of Louisiana CPAs 
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF COMPONENT UNIT FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS To the Board of Commissioners Mount Hermon Water District of the Parish of Washington, Louisiana Washington Parish Police Jury We have audited the component unit fmancial statements of the Mount Hermon Water District of the Parish of Washington Louisiana, as of and for the year ended December 31, 1997, and have issued our report thereon dated March 23, 199~; We conducted our audit in accordance with generally accepted auditing standards applicable to financial audats co~lt~ned in Government Auditing Standards, issued by the Comptroller General of the United States. Compliance As part of obtaining reasonable assurance about x~h~d~er Mount Hermon Water'District of the Parish of Washington, Louisiana's financial statements are flee of material nnsstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do net express such an opinion. The results of our tests disclosed instances of noncompliance that are required to be reported under GovernmentAud/ting Standards which are described within the Corrective Action Plan for Current Year Audit Findings as reference numbers 97-1 and 97-2. Internal Control Over Financial Reporting In planning and performing our audit, we considered Mount Hermon Water District of the Parish of Washington, Louisiana's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over fmancial reporting that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a low level the risk that misstatements in amounts that would be material in relation to the 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. We noted no matters involving the internal control over financial reporting and its operation that we consider to be material weaknesses. However, we noted other matters involving the internal control over financial reporting that we have reported to management in the Corrective Action Plan for Prior Year Management Letter Recommendations for the year ended December 31, 1997, as Reference Number 96-M1. 
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BRUCE HARRELL & CO. CERTn~IED PUBLIC ACCOI/NTANTS A Professional Aocounb.g Colpo~tion Board of Commissioners Mount Hermon Water District Washington Parish Police Jury Page 2 
This report is intended solely for the information of management, the Legislative Auditor, and the USDA Rural Utilities Service. However, this report is a matter of public record and its distribution is not limited. 

Bruce Harrell and Company, CPAs A Professional Accounting Corporation March 23, 1998 
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REPORT ON COMPLIANCE WITH THE REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 To the Board of Commissioners Mount Hermon Water District of the Parish of Washington, Louisiana Washington Parish Police Jury 
Compliance We have audited the compliance of Mount Hermon Water District of the Parish of Washington, Louisiana, with the types of compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal programs for the year ended December 31, 1997. Mount Hermon Water District's major federal programs are identified in the supplementary Schedule of Expenditures of Federal Awards. Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major federal programs is the responsibility of Mount Herman Water District's management. Our responsibility is to express an opinion on Mount Hermon Water District's compliance based on our audit. We conducted our audit of compliance in accordance with generally accepted auditing standards; the standards apphcable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the U~u{~ States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance ~th the types of compliance requirements referred to above that could have a direct and material effect on a major federal progl~an occurred. An audit includes examining, on a test basis, evidence about Mount Hermon Water District's compliance with those requirements and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on Mount Hermon Water District's compliance with those requirements. In our opinion, Mount Hcrmon Water District of the Parish of Washington, Louisiana, complied, in all material respects, with the requirements referred to above that are applicable to each of its major federal programs for the year ended December 31, 1997. Internal Control Over Compliance The management of Mount Hermon Water District of the Partsh of Washington, Louisiana, is responsible for establishing and maintaining effective internal control over comphanee with requirements of laws, regulations, contracts and grants applicable to federal programs. In planning and performing our audit, we considered Mount Hermon Water District's internal control over compliance with requirements that could have a direct and material 
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BRUCE HARRELL & CO. CERTIFIED PUBLIC ACCOUNTANTS A Professional Accounting Corpo~tion 
Board of Commissioners Mount Hermon Water District Washington Parish Police Jury Page 2 
effect on a major federal program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on internal control over compliance ha accordance with OMB Circular A-133. 
Our consideration of the intemal control over compliance would not necessarily disclose all matters in the internal control that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants that would be material in relation to a major federal program being audited 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 over compliance and its operation that we consider to be material weaknesses. ~ais report is intended solely for the information of management, the Legislative Auditor, and the USDA Rural Utilities Service. However, this report is a matter of public record and its distribution is not limited. 
Bruce Harrell and Company, CPAs A Professional Accounting Corporation March 23, 1998 
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