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JIMMIE SELF, CPA A I'ROI'7~NIO.V4L ACCOUA'IZVG CORPOR4TIO.\ 2908 Cameron Street, Suite C Monroe, Louisiana 71201 Phone (3181 323-.1656 Fax 018) 388-0724 
INDEPENDENT AUDITOR'S REPORT 

Board of Directors Rocky Branch Water Works Farmerville, Louisiana June 26, 1998 
1 have audited the accompanying general purpose fnancial statements of Rocky Branch Water Works, a component unit of The Union Parish Police Jury, as of and for the year ended December 31, 1997 and 1996, as listed in tile table of contents These general purpose financial statements arc lhe responsibilily of the District's management My responsibility is to express an opinion on these general purpose financial statements based on nay audit. 1 conducted my audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standard~, issued by the Comptroller General of the United States. Those standards require that 1 plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are fiee of material misstatement An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall general purpose financial statement presentation I believe that my audit provides a reasonable basis for my opinion. 
In my opinion, the general purpose financial statements referred 1o above present fairly, in all material respects, the financial position of the Rocky Branch Water Works as of December 31, 1997 and 1996, and the results of its operations and cash flows of its proprietary fund types for the years then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, ] have also issued my report dated June 26, 1998, on my consideration of Rocky Branch Water Works internal control over financial reporting and my tests of its compliance witb certain provisions of laws, regulations, contracts and grants. 
My audit was made for the purpose of forming an opinion on the financial statements taken as a whole. The financial information listed as supplemental information schedules in the table of 



contents is presented for purposes of additional analysis, and is not a required part &the financial slatements of Rocky Branch Water Works, Such information has been subjected to the auditing procedures applied in the audit of the financial statements and, in my opinion, is fairly presented in all material respects in relation to the financial statements taken as a whole. 
In accordance with Governmen! Auditing Standards, 1 have also issued a report dated June 26,1998, on my consideration of Rocky Branch Water Work's internal control structure and a report dated June 26, 1998, on its compliance with certain provisions of laws, regulations, and grants. ~ ~L~. ~,~.,~ JIMMIE SELF, CPA June 26. 1998 



ROCKY BRANCH WATERWORKS DISTRICT UNION PARISH POLICE JURY FARMERVII,LE, LOUISIANA PROPRIETARY FUND - ENTERPRISE FUND All Fund Types and Account Groups Balance Sheet, December 31, 1997 ASSETS: Current Assets: Cash Accounts Receivable Total Current Assets Restricted Assets: Cash Total Restricted Assets Property, Plant and Equipment Land Water system lkss accumulated depreciation Net Propert), Plant and Equipment TOTAL ASSETS: LIABILITIES AND FUND EQUITY: LIABILITIES: Current Liabilities (Payable from Current Assets): Accounts Pa) able Accrued Expenses Total Current Liabilities (Payable from Current Assets): Current Liabilities(pa.~ able from restricted assets) Bond Debt Total Current Liabilities (payable from restricted assets) Total Current Liabilities Long-Term IAabilities: Long-term Bond Debt Total Long-Term Liabilities: TOTAL LIABILITIES: Fund Equily: Retained Earnings: Reserved for Bond Debt Unreserved TOTAL FUND EQUITY: 
TOTAL iJlABII.ITIES AND FUND EQUITY 

94,681 1,107 95,788 121,347 
121,347 
4.S00 355,922 (179,053) 181,369 398.~04 
(732) (831) (1~g,63) 
(5,0OO) (S,000) 
(70,O00) (70,000) (75,000) 
(41,951) (279,990) (321,941) 

The accompanying notes are an integral part of this statement 3 



ROCKY BRANCH WATERWORKS DISTRICT .UNION PAR1SII POLICE JURY FARMERVILLE, LOUISIANA PROPRIETARY FUND - ENTERPRISE FUND .STATEMENTS OF REVENUES, EXPENSES AND CHANGES 1N RETAINED EARNINGS FOR TIlE YEAR ENDED DECEMBER 31. 1997/199(* 

SERVICE INCOME NEW INSTALLATIONS RECONNECT FEES TOTAL OPERATING REVENUES: OPERATING EXPENSES: BANK CHARGES SALES TAX DEP SALARIES REPAIRS PAYROLl, TAXES IIUES UTILITIES RECONNE( T FEES MATERIAL AND SUPPLIES METER DEPOSIT REFUND INSURANCE OFFICE EXPENSE LABOR BAD CliECK CARDS PER DIEM NEW METER CONSTRUCTION TRANSFERS TOTAL OPERATING EXPENSES OPERATING INCOME (LOSS): NONOPERATING REVENUES (EXPENSES): INTEREST INCOME INTEREST EXPENSE TOTAL NONOPERATING REVENUES (EXPENSES) NET INCOME (LOSS): RETAINED EARNINGS AT BEGINNING OF YEAR RETAINED EARNINGS AT END OF YEAR: 

1997 (78,588) 
(78,588) 
940 2,618 14,109 11,186 1,024 887 40 8,356 400 5,901 1,810 2,931 297 6,105 1,038 1,065 750 1,200 5,800 66,457 
(12,131) (18,457) 4.000 (14,457) (26,588) (295,353) ~21,941) 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THIS STATEMENT 

1996 (78,581) (17,547) (96,634) 
851) 4,464 13,906 11,418 405 2,242 1511 9,254 475 2,126 1,141 2,268 1,275 1.036 720 743 8,575 61.047 
(35,587) (505) 4,250 3.745 (31,842) (263,510) (295,352) 



ROCKY BRANCIi WATERWORKS DISTRICT UNION PARISH POLICE JURY FARMERVILLE, LOUISIANA STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31, 1997/1996 Increase (decrease) in Cash and Cash Equivalents. 
Cash flnws from operating activities: Net Income Adjustments to reconcile net income to net cash provided by operating activities: Depreciation Changes in Assets and Liabilities Increase/decrease in accounts receivable Increase/decrease in payables Total Adjustments Net Cash Provided (Used) By Operating Activities Cash FIo~+s From Investing Activities Purchase of Equipment Net Cash Provided (Used) B x Investing Activities (:ash Flosss From Financing Activities Payment of Bond Principal Purchase of Equipment Net Cash Provided (used) For Capital and Related Finanting Activities: 

26,588 14,109 488 (963) 13~634 40~222 

1996 
31,843 13,906 
13~109 45~749 

(5,067) (18,418) (5,067) (18,418) 
(5,000) (5,000) 
(5,000) (5,0OO) 

NET INCREASE 0)ECREASE) IN CASH AND CAStt EQUIVALENTS 30,155 22,331 (:ash and (:ash Equivalents at Beginning of Year (ASH AND CASH EQUIVALENTS AT END OF YEAR 
The accompanying notes are an integral part of this statement. Supplemental disclusures of cash flo~s information Cash paid during the year for interest Disclosure of accounting policy: For purposes of the statement of cash flows, the District considers all highly liquid debt instruments purchased with a maturit~ of three months or less to be cash equivalents. 

185,87J 163,540 216~026 185~871 
4.000 4.250 



INTRODUCTION 

ROCKY BRANCH WATER WORKS DISTRICT OF UNION PARISH Farmerville, Louisiana Notes To The Financial Statements As of and For the Two Years Ended December 31, 1997/96 
"/he Rocky Branch Waterworks District was created by the Union Parish Police Jury, as authorized by Louisiana Revised Statute 33:3811. The waterworks district is governed by a five-member board of commissioners who are residents of and own real estate in "the district. The board is appointed by the police jury and is compensated for its responsibility of providing water service to users within the boundaries of the district. The district serves approximately 300 residential and 50 commercial customers The district has two employees 
SUMMARY OF SIGNIFICANT ACCOUNTING POL1CIES A. BASIS OF PRESENTATION 
The accompanying General purpose financial statements of the Rocky Branch Water Works have been prepared in conformity with generally accepted accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting principles. 
B. REPORTING ENTITY As the governing authority &the parish, for reporting purposes, the Union Parish Police Jury. is the financial reporting entity for Union Parish. The financial reporting entity consists of (a) the primary government (police jury), (b) organizations for which the primary government is financially accountaNe, 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 units should be considered part &the Union Parish Police Jury for financial reporting purposes. The basic criterion for including a potential component unit within the reporting entity is financial accountability. The GASB has set forth criteria to be considered in determining financial accountability. This criteria includes: Appointing a voting majority of an organization's governing body, and The ability of the police jury to impose its will on that organization and/or 



Rocky Branch Water Works District Of Union Parish Farmerville, Louisiana Notes to the Financial Statements (continued) 
b. 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 doesnot 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 of the nature or significance of the relationship. Because the police jury has the authority to perform the above three steps, the district was delennined to be a component unit of the Union Parish Police Jury, the financial reporling entity. The accompanying financial statements present information only on the funds maintained by the district and do not present information on the police jury, the general government services provided by that governmental unit, or the other governmental units that comprise tile financial reporting entity. 

C. FUND ACCOUNTING The Rocky Branch Water Works District of Union Parish is organized and operated on a fund basis whereby a self-balancing set of accounts (Enterprise Fund) is maintained that comprises 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. The Enterprise Fund is accounted for on a flow of economic resources measurement focus and a determination of net income and capital maintenance. With this measuremenl focus, all assets and all liabilities associated with the operation of this fund is included on the balance sheet. The Enterprise Fund uses the accrual basis of accounting. Revenues are recognized when earned and expenses are recognized at the time liabilities are incurred. The Enterprise Fund uses the following practices in recording certain revenues and expenses: Revenues 
Revenues consist of income from users of the sewer line in the district. Billing is done monthly, and the payments are collected and deposited; lnterest income is a result of bank accounts beating interest. 7 



Rocky Branch Water Works District Of Union Parish Fannerville, Louisiana Notes to the Financial Statements (continued) Expenses Expenses are reported when the liability occurs. Major expenses are 11997 1996 Salaries 11,186 I 11,418 Repairs 1,024 14o5 No repairs were capitalized 
E. CASH AND CASH EQUIVALENTS AND INVESTMENTS Cash includes amounts in demand deposits, interest-bearing demand deposits, and other 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 lime 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 if their original maturities exceed 90 days however, if the original maturities are 90 days or less, they are classified as cash equivalents. The district has no investments. 
F. RESTRICTED ASSETS Certain proceeds of the enterprise fund resources are set aside for specific payments and are classified oll the balance sheet as restricted assets because their use is limited by applicable requirements. Restricted assets include the "customer deposits" account, which is used to segregate water meter deposits used to pay any outstanding water bills when customers discontinue service. 
G. FIXED ASSETS Fixed assets &the district are valued at historical cost and are included on the balance sheet of the fund, net of accumulated depreciation. Construction period interest is immaterial and is not 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 periods from 5 to 40 years. 
11. COMPENSATED ABSENCES 
]he dislrict does not have a formal leave policy 



Rocky Branch Water Works District Of Union Parish Farmerville, Louisiana Notes to the Financial Statements (continued) 1. LONG-TERM LIABILITIES 
Long-tema liabilities are recognized within the Enterprise Fund J. FUND EQUITY 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 not amortized. 
Resen,es Reserves represent those portions of fund equity legally segregated for a specific future use 2. CASH AND CASIt EQUIVALENTS At December 31, 1997, the district has cash and cash equivalen!s (book balances) totaling $216,02_6 as follows: Demand Deposits Time Deposits TOTAL 

94,681 121,345 216.026 These deposits are staled at cost, which approximates market. Under state law, these deposits nmst be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amounl 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 district has $216,026 in deposits (collected bank balances). These deposits are secured from risk by $100,000 of federal deposit insurance and $100,000 of pledged securities held by the custodial bank in the name of Whitney National Bank. The remaining balance of 16,026 is not secured by the pledge of securities and is a violation of state law. 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 districl that the fiscal agent has failed to pay deposited funds upon demand. 



Rocky Branch Water District Of Union Parish Farmerville, Louisimla Notes to the Financial Statements (continued) 3. RECEIVABLES The following is a summary of receivables at December 31, 1997 
Class of Receivable Current Assets Total Accounts Receivable 1,107 1,107 

Management has detemained that the amounts of the receivables that are uncollectible are immaterial therefore, no provision for uncollectible receivables has been included in these financial statements 
4. FIXED ASSETS 
A summary of fixed assets at December 31, 1997, follows 
Land Water Systern TOTAI~ 
PENSION PLAN 

4,500 355.923 
Accumulated Depreciation 0 179,053 360.423 179.053 

Net 4,500 176,870 
The district has no pension plan, except social security benefits resulting from salary withholding and employer mandated payments. 6. LONG-TERM LIABILITIES 
The following is a summary of long-term transactions during the year Long-Term liability payable at January 1, 1995 (including current portion) Payments during 1996: 1997: Long-Tern1 liability payable at December 31, 1997 (including current portion) Less current portion Long-Term liability payable at December 31, 1997 

85,000 5,000 5,000 
75,000 5,000 "7O7O-O-O- The long-term liability at December 31, 1997, and 1996, consists of a note payable to the United States Department of Agriculture, Farmers Home Administration, under the Water and Waste Disposal Systems for Rural Conmmnities Loan Program (CFDA 10.418). The original loan was dated May 1, 10 



Rocky Branch Water District Of Union Parish Farmerville, Louisiana Notes to the Financial Statements (continued 1969, in the amount of $152,000 with an interest rate of five per cent. The loan agreement requires the district to establish and maintain: 

2 
An amortization account with monthly deposits of 1/12 of the annual principal and interest payment to pay promptly and fully the principal and interest on the loan as it becomes due and payable A reserve account with monthly deposits of 5 percent of the required monthly amortization account deposit. The montNy deposits must continue until there has been accumulaled the sum of $9,600 in the reserve account. The purpose of the reserve account is to pay the principal and interest on the loan on default of the amortization account A depreciation and contingencies account with monthly deposits of $10 with no maximum amount established to care for depreciation, extensions, additions, improvements~ and replacements necessary to operate the district properly. 

At Decembe~ 31, 1996, and 1997, the reserve balances for the amortization account, reserve account, and depreciation and contingencies account are as follows. 
Amortization Account -Reserve Account Depreciation & Contingencies Account TOTAl, 

1996 1997 9,274 9,627 21_092 
11,078 11,184 22.167 39.993 44.429 

The annual requirements to amortize all long-term debt outstanding as of December 31, 1997, are as follows: 
1998 1999 2000 2001 2002 Thereafter TOTAL 

Principal 4,750 4,750 4,500 4,500 4,500 52.000 75.000 

11 

Interest 4,000 3,750 3,500 3,250 3,000 17.885 
8,750 8,500 8,000 7,750 7,500 69_885 35,385 110,385 



Rocky Branch Water District Of Union Parish Farmerville, Louisiana Notes to the Financial Statements (continued) 7. OTHER POST- EMPLOYMENT BENEFITS 
None 8. RELATED PARTY TRANSACTIONS 
None 

9. LITIGATION AND CLAIMS None 10. SUBSEQUENT EVENTS None 
11. OTHER SUPPOR'I 
Nolle 



SUPPLEMENTARY INFORMATION 



ROCKY BRANCH WATER WORKS DISTRICT Rocky Branch, Louisiana Supplemental Information Schedule As of and For the Two Years Ended December 31, 1997 and 1996 
COMPENSATION PAID TO BOARD MEMBERS "/he following schedule of compensation paid to board members is presented in compliance widl House Concurrenl Resolution No. 54 of the 1979 Session of the Louisiana Legislature. 

~$'chednle of Compensation PaM Board MenuSers as of and for the Years Ended December 31, 1997 and 1996 
Jeivy Fanar Wayne Bareswill J.C Ainswonh, (President) Phillip Smith Sieve Smith 

13 

1997 150.00 150.00 150.00 150.00 150.00 
148.60 148.60 148.60 148.60 148.60 $ 750.00 743.00 



 

JIMMIE SELF, CPA A PI~OI'I'~VSIOA~dL ACCOUNTING CORl'OR4110A 2908 Cameron Street, Suite C Monroe, Louisiana 71201 Phone 018/ 323.465,6 Fax 018) 38841724 
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE \VITH GOI/FRNA4ENTAUDITING STAN1)ARDS Board of Directors Rocky Branch Water Works Farmcrville, Louisiana June 26. 1998 
1 have audited the general purpose financial statements of the Rocky Branch Water Works, a component unit of the Union Parish Police Jury, as of and for the year ended December 31, 1997 and have issued my report thereon dated June 26, 1998. 1 conducted my audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Governmen! Auditing Standard~, issued by the Comptroller General of the United States. Com~pliance 
As part of obtaining reasonable assurance about whether Rocky Branch Water Works, Farnlerville, l~a.'s, general purpose financial statements are free of material misstatement, I perforated tests of its compliance with certain provision &laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement anlounts. However, providing an opinion on compliance with those provisions was not an objective of my audit and, accordingly, 1 do not express such an opinion. The results of my tests disclosed instances of noncompliance that are required to be reported under Government Auditing Standards, which are described in the accompanying schedule &findings and questioned cost as items #1 and 2. 
ernal Control Over Financial Renortin~ In planning and performing my audit, 1 considered Rocky Branch Water Works, Farmerville, La.'s, internal control over financial reporting in order to determine my auditing procedures for the purpose &expressing my opinion on the general purpose financial statements and not to provide assurance on the internal control over financial reporting. My consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over financial 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 relatively low level the risk that misstatements in amounts that would be material in relation to the general purpose financial statements 

14 



being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions, l noted matters involving the internal control over financial reporting and its operation which I have reported to management in a separate letter dated June 26, 1998. This report is intended for the informalion of the Rocky Branch Water Work's management and the 1,ouisiana Legislative Auditor. However, this report is a matter of pubtic record and its distribution is no! limited. 
~mmie Self, CPA Monroe, Louisiana June 26. 1998 



 

JIMMIE SELF, CPA A I'ROI"I~qSIONAL ACCOUNTING CORPORAIIO,\ 2908 Cameron Street, Suite C Monroe, Louisiana 7120l Phone (318) 323-46.~ Fax 018) 388-0724 
COMMUNICATION OF REPORTABI,E CONDITIONS TO MANAGEMENT 

Board of I)iwcctot s Rock3 Branch Water Works I:aHnc~,, tile. Louisiana JHIIC 26. It~US In planning and l)crforlning m5 audit of tile general purpose fitlancial statements of Rock.',' Branch Watel Wolks for the ;,ear ended December 31, 1997. 1 cotmidered its internal control m order to determine my auditing procedures for the purpose of expressing my opinion on the general purpose financial statements and not to provide assurance on the internal control. However, ] noted certain matters involving internal control and its operation tlmt I consider to be reportable conditions under standards established by tile American Institute of Certified Public Accountants. Reportable conditions involve matters coming lo my attention relating to significant deficiencies in the design or operation of the internal control that. in mv judgement, could adversely affect Rocky Branch Water Works ability, to record, process, summarize, and report financial data consislcnl with the assertions of mauagelucnt ill tile general purpose financial statenlel'dS The Rocky Branch Water Works District does not haw adcqnale segregation of duties, which has bccrt noted as not cost beneficial. The Rocky Branch Water Works was not in compliance with the state law xxhich requires for adequate provision of p/edge of securities for its cash and cash equivalents This falh~re ,,,,'as duc to the Rock3 Brancla Water Works not being aware of this deficiency. As of Jtme 20. 1998. this has been corrected My consideration of inlcraal control would not necessarily disclose all matters in internal control that might be leporlablc conditions and. accordingly, would not necessarily disclose all reporlable conditions that arc also considered to be material ~eaknesses as defined above. Ilowcvcr. none of the rcportablc conditions described above is believed to be a material wcakncss. This report is intended solely for tile information and use of Rocky Branch Water Works managemenl, and others within the administration and the Louisiana l,egislative Audilor. ttowever, this report is a matter of public record, and its distribution is not limited 
Jilnmic Self. CPA Monroe. Lonisimm June 26. 1998 

d__~,q.. 
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J|MMIE SELF, CPA A PROFESSIONAL ACCOUNTING CORPORA TION 2908 Cameron Street, Suite C Monroe, Louisiana 71201 Phone (318~ 323-4656 Fax (318) 388-0724 
Board of Directors Rock5' Branch Water Works Famlervillc, Louisiana June 26. 1998 
The prior >'car audit findings Corrected. except for inadequalc segregation of duties, which has bccn noted as not cost - beneficial to COFFCCl During m3 audit, the following came to my attention 
( I ) The Rocky Branch Water Works. because it is cost-prohibitive cannot solve the problem of inadcquate scgrcgation of duties. (2) The Rock)' Branch Water Works was not in compliance with the lax~ pertaining to security deposits This is not a financial statement effect, but a compliance violation 
(I) Duc to inade, quatc scgrcgalion of duties, 2 members of the Board should sign all checks. Also no person should sign a check made payable to him or her. (2) The District should correct this deficiency and review its bank balances more frequently to ascertain they have adcquatc security deposits. 

17 



JIMMIE SELF, CPA A Professional Acco' 290B Camerolt Stre Mollro~, Lold.,~inn~ Phone (310) 323-4656 , 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS For file Year Ended December 31. 1997 ,,,.,c ~,od,ted ti,e fi~ano,., ~,ato,uontso~~_ aso~and tl,e,car cndedl)eccn~bcr31.1997, andhaveissuednlv~eporlthere~ndaled /'~ 3 / ,~r/ conducted n~ty aud~.t in accordance with generally accepted auditing standards applic,~ble Io financial la~ldils contained in Government A uditolg Standards, issued by the Comptroller General of the United Slatcs. land the provisions of OMB Circula~ A 133.] My audit of the financial Statements as of Deccmber 3 I. 1997 resulted m an unqualified opinion (qtmlified. adverse, disclaimer). 

8ecllon I Sum~tory of Auditor's Reports 
a. Report on Internal Cordrol and Compliance Material to the Flnan~el ~etement$ Internal Control Ms, terll~IWe~Imesses i~Yel ~ No ReportcbleConKffilons [..IVes El No Complll~noe Compliance Maleflal to FIn,,na*l Steternents 1:3 Yes IB No 
b. Federal Awardl . /'~J" { Intemel Co~tin! Mntedil Welb~ ~1Yu kl No Rel:X~ltble C;oPxiltl0~ '~Yu I~ No Type of opinion on Oompllanoe Urxluatlfled !i For Major Programs IDIsolalrner D Qualified 13 A~lveme D Are their findlng~ required to be mporled In mcoordl~nce 'with Circular A-133, Becllon .$10(e)7 13 Yeo 13 No ~. Identification of Major Programs: CFDA Number (l) Name of Federal Program (or CI 
t oo,.,m.~ ~ t ,Lucre f~c,e 

18 p~,t 104 



DolOr thre~t~id used t0 dlltir~u~h between Type A and Type B Programs: $ Ilthemudltees 1ow-d~k'oudNee, lLi;deflnedbyOMB~roukuA-IS3? CIYel D No 
84~'tJon # FlnsnclaI 8tsttment Findings -- (~ IM7.4. (DESORIPTIVF- CAPTION) [l"h~, 14~h kllmttflRs the rel~>dat4e oof~litlo~~, malorla~ weakn~, and Instants of mmoompllmnoo relMKI to the flnanolsl ~eternents that "re required to be repofled In mooordmnop with per~lmphs 5.18 through 5.20 of 0ovemment Auditing Btsndards. AuditOrll ~ refer to tho4m paragraph, is well ~1 the repods oontent lm~on of Chwp(er 7 of Government Auditing Stende~ for addKionmI guldmnoe on prepadng thls seatlon of the schedule, ff there m no findings, state that no m~Iors were reported, 

Earn finding ~ould fully desodbe the: or#erie or speott'~ requirement, oondltJon found, eMeo{, ra.~e, qu~lon~J oom, and moommend~dlons. 

8eclJon III Federal Award Findings and Questioned Corn - 0 
q0BT-2, (DESCRIPTIVE CAPTION) [Th~ seotlon klontlf~ the audit Wndlr~;IS required to be reported by Cimulllr A.133, ~H:tlon .510(a) (e.g., mporleble 0ondl0onl, m~erial weaknesses, an4 Imdmnoe~ of non~ompll.,noe, Inolucllng questlomKI ~osts), Where practical, findings should be oroanlted by ~~ml age~oy or i~s-thmugh e~t~, I~lentlfy each fir~cllng with e reforen~e number and cle~rlptive caption, If them ~re no findings, ~d~,~ thM no ~n~tto~ w~m reported. Audit ~nd|~s which m~l~,e to bo~h the fln~n~t MMe~ and federal award~ should be mix)JIM in both 8~lon II erKI 8eollon III, However, the repofllng 

19 105 



In one ~m~tlon may be In eummary with referenoe by number end ~p~on to the other section. ~aoh finding should fully ~sorlbe the: Oflteda or ~ nKlulrement, oondltlon found, effect, oau~, quastloned o0~Us, and recommencl~ons. It I1; suggested thltt msnllgoment be requlrlKI to oomplete II Management Cormotlve Aotlon Plen, As an ettematlve, the eudtlor may indude m,n~ern,nt'J nmpon~e In the finding, Howtver, the response must detail the I~ eotlonl taken by mlltlgement or those speolflc aotloru~ intended to be taken by manegement. 
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8CHEDULE OF PRIOR YEAR FINDING8 For the Yur traded 1~-~-~ 
SECTION I INTERNAL CONTROL AND OOMPLJIANCE MATERIAL TO THE FINANOIAL STATEMENTB i~e-I (l~.xzlplh, e C~ptlm~ A ~fsomnwy ~I' Ruolv~l, Pwtial)y Resolved, Manogement the m~om~ . Dm0g~eement, Unresolved lad mfereno.d to oumml yur &'~ll~. 1996-2 (DesodplJve Csp(lo~) A bdef i~,lmmsry of ReSolved, Partially Rl~.olved, MllnsDemeM the reoomrnet~lJ~n, Dlsagnlement, Unmsolvld lind mferenoed to oumml ~ llndlr~. SECTION II INTERNAL CONTROL AND COMPLIANCE MATERIAL TO FEDERAL AWARD8 t1~6.~ (Dese.rlptlve Caption) A brief summary of Relolve(l, Partllllly Rel~olved, Manlzgement DlslKlreerrmlt, Unrellolved and rMemnoed to oumml year flndlNl, ~ ~rmtlve should In~le whelher or not s Man~ement ~on has been lesue(l by I~ federal or ~_m~,~._ through aget~y,) |licTION III MANAGEMENT LETTER (~lve Caption) A brief ~ummllry of the Resolved, Pl.liltlly Resolved, Management n~ommencllllon, ~mernent, Unresolved and r~fenmced to outtent yur finding, 
If no fl~llng$ have been reporled under a specific section, the IK:heclule should so ~ele 
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MANAOEMENT'I OORRECTIVE ACTION PLAN For the year |nded 4~_~ f c~ SECTION I INTERNAL CONTROL AND COMPIJANCE MATERIAL TO THE FINANCIAL 8TATI~MENT t~7.1 (Deserve C,hpllon) A Ixtef summan/of Msnagement should ~leariy state the rations taken the moommendntlon. to date, or their Imem~d J,~cms. The ~lens ahOuld be tlsled in 4ota)t Those nspom.~e ehould be klent~ and oon,,pietlon deles for eaoh Mop ShoUld be Ilste(I. Should mllfllgemend euogeel an ~emel~e remedy. ~ nmolutlOn f lllould be Jilted In (k~ll lind It Ihould bt tUtiKI wheU~ ~r nol the ~dltor egrlm wllh tl~ ~,o I~lutlon. Minml~m.~ ihouid m~ whetl,~ the feckmll gnlntor or I~,~through enUiy hie been oontlml, ed oormeminO rellolutlon of the matin'. BECTION II INTERNAL CONTROL AND GOMPLJIANOE MATERIAL TO FEDERAL AWARi)8 1997-2 (Desorlptlve Caption) A Ixlef Immmafy of Management should cleedy st*re the eOdons taken to de(e, or thek Intorded e~iJo.~, The ectk)ns shauM be I~ed )a d.~,. Tho~ respoas#~ ~s~~~ , ahou]d be identlr, o~ and oompletion dates for each -/ Ji'/~ I~{' / ~ ~ / ~" ([" ~:~)"'" step ehoukl be ~od. Should memegement eugoest an Idt~nat|ve remedy, thM rasolut~on C..~,. ~.J..J ~s ~.~ 6.. should be lllled In dltOll arid It shoUk:l be suited T j~ .:-. whe#~ or not the eud#or ~rees with tht ,b , * " ' has been oontll~ed oc~oemlrt0 n~lullon of the matter. SECTION Ill MANAGEMENT LEI"TER 1~)7-2 (O~,c~ptlve (:lp~lo~) A ~ef r, um, n~, of Min~lemOnt shou~l ~y ~lKe the ~ t~ken the moommendatlon. to d~le, orth~ Intended oollons. The llotlom; be Ilsied In deUIII. Those re~oonslble t, hou~l be klomlfl~ m)d oon~lo~ d~es for ead~ etep lhould be I~. 8hou~ mmnagement sugpeel *n altem~tlve remedy, tim roso~ should be I~ted I~ ~slt ~nd It sd~oukl t~ a~ded whether or not the ap~dltor agrees wth the alternative ~lu'don. Idlm~emenl lttould ltllte whetl~ the federal orenlo~ or I~Ss-throu~h entity has been oont~cted oonoemlng resoluUon of the matter, Nole.tf Ill flr~lll~is aro rofleolo~l on s 8ohedule Of Questionecl Cost ilxJ Flndl~ls, thls schedule osn be OrDanlzod ~nd refemnoed to that schedule. 
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