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INDEPENDENT AUDITOR'S REPORT 
Waterworks District No. 1 of the Parish of Vermilion, State of Louisiana Abbeville, Louisiana 
We have audited the accompanying general purpose financial statements of Watenvorks District No. 1 of the Parish of Vermilion, State of Louisiana (a component unit of the Vermilion Parish Police Jury) as of and for the year ended December 31, 2003. These financial statements are the respuns~illty of the District's management. Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America 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 mounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our epuno~ 
In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the financial position of Waterworks District No. 1 of the Parish of Vermiliun, State of Louisiana as of December 31,2003, and the results of its operations and cash flows for the year then ended in conformity with accounting principles generally accepted in the United States of America. 
In accordance with Government Auditino Standards, we have also issued our report dated June 22, 2004 on our consideration of the District's internal control over fhnAncial reporfin~ and our tests of its compliance with certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit performed in accordance with Government Auditing Standards and shouldbe read in conjunction with this report in considering the results of our audit. 
Our audit was performed for the purpose of forming an opinion on the financial statements taken as a whole. The accompanying financial information listed as "Schedules" in the table of contents including the schedule of expenditures of Federal awards as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, is 
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Waterworks District No. 1 of the Parish of Vermilion, State of Louisiana 
presented for purposes of additional analysis and is not a required part of the financial statements. Such information has been subjected to the auditing procedures applied in the audit of the general purpose financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the financial statements taken as a whole. 

Abbeville, Louisiana June 22, 2004 
I 
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ASSETS 

WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA 

CURRENT ASSETS Cash and cash equivalants Accounts receivable 
RESTRICTED ASSETS Cash and cash equivalents - reserve fund Cash and cash equivalents - contingency fund Cash and cash equivalents - sinking fund Cash and cash equivalents - security fund Cash and cash equivalents - construction Total restricted assets FIXED ASSETS Property, plant and equipment Less: Accumulated depreciation Total fLxed assets 

Total ass~ 

BALANCE SHEET December 31, 2003 
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$ 238,817 62.869 
$ 14,678 14,678 104,900 11,180 2.543 
$10,234,812 (336.459) $ 9,898,353 



LIABILITIES AND FUND EQUITY CURRENT LIABILITIES Accounts payable Retainage payable Accrued expenses 
CURRENT LIABILITIES (payable fi'om restricted assets) Meter deposits Bonds payable, current portion Accrued inte~st payable 
Total current liabilities LONG-TERM LIABILITIES Bonds payable, long term Total liabilitias FUND EQUrrY Contributed capital Retained earnings - reserved Retained earnings - unreserved Total fund equity 
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$ 327,289 183,754 5,17~ 516.215 
$ ll,O00 27,365 27,981 $ 66.346 $ 582,561 
5.584.715 $ 6.167.276 
$ 3,885,818 81,633 213.291 $ 4.180.742 $&0,3_48.9.1~ 



WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA 

Oporatitlg r~A%--nues: Water sales (net of refunds) Penalties Reconnecfion fees Meter fees/advance Meter fees/regular Miscellaneous 

STATEMENT OF REVENOES, EXPENSES, AND CHANGES IN RETAINED EARNINGS Year Ended December 31, 2003 

Operating expenses: Automobile expense Chemicals Depreciation expense Dues and subscriptions Insurance Meter installation Miscdlaneous Office supplies Payroll and related expenses Printing and publications Professional fees Repairs Lease expense Telephone and utilities Tools and supplies 
Operating income Nonoperating revenue (expenses): Interest income Interest expense FEMA grant Total nonoperating revenue (expenses) 

Add: Depreciation on fixed assets acquired by contributions restricted for capital construction that reduces eonWibuted capital 

See Notes to Financial Statements. 
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$ 561,883 12,369 8,140 21,275 42,740 28.787 $ 675.194 
$ 8,331 17,634 155,383 1,099 27,725 73,867 16,561 15,730 93,024 7,077 3,325 11,611 4,4OO 23,715 3.308 $ 462.790 $ 212A04 
$ 2,256 (130,025) 3.874 $ (123.895) $ 88,509 
85.834 $ 174,343 120.581 $ 294.924 



WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA STATEMENT OF CASH FLOWS Year Ended December 31, 2003 
CASH FLOWS FROM OPERATING ACTIVITIES Operating income Adjustments to reconcile operating income to net cash provided by operating activities: Depreciation Changes in assets and liabilities: (Increase) in accounts receivables Increase in accounts payable Increase in retaitmge payable Increase in accrued expenses Net cash provided by operating activities CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES Increase (decrease) in customer meter deposits Operating grants received Net cash provided by noncapital financing activities CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES Proceeds on capital debt Payments on capital debt Interest paid on bonds Purchase of capital assets Capital contributions Net cash used by capital and related financing activities CASH FLOWS FROM INVESTING ACTIVITIES Interest income Net increase in cash and cash equivalents Cash and cash equivalents, beginning Cash and cash equivalents, ending SUPPLEMENTAL DISCLOSURES Cash payments for interest 
See Notes to Financial Statements. 
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$ 212,404 
155,383 (34,775) 301,563 133,569 1,490 
$ 6,750 ~,~74 
$2,858,967 (16,705) (131,583) (4,129,063) 761,042 
$ 2.256 $ 125,172 261.624 $ 386.796 



WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA 
Summary of Significant Accounting Policies The following is a summary of the significant accounting policies for Waterworks District No. 1 of the Parish of Vermilion, State of Louisiana (the "District"): 
The District is a component unit of the Vermilion Parish Police Jury, the governing body of the parish and the governmental body with oversight respoasibility. The accompanying financial stntements prasent information only as to the transactions oftbe District and does not present information on the Vermilion Parish Police Jury, the general government services provided by that governmental unit, and other govermnental units that comprise the governmental reporting entity. 
The accounts of the District are organized on the basis of funds. The operations of each fund are accounted fur with a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues and expenses. Revenues are accounted for in these individual funds based upon the purpose for which they are to be spent and the means by which spending activities are controlled. The funds presented in the financial statements are described as foUows: 
Proprietary funds are used to account for activities similar to those found in the private sector, where the determination of net income is necessary or useful to sound financial administration. All of the operations of the District are accounted for in proprietary funds. Organization: The District was formed by the Vermilion Parish Police Jury in 1986. The District is governed by five commissioners, all appointed by the Police Jury. In 1999, the District was granted authority to construct a water system in the northern portion of Vermilion Parish. In addition, the District was given authority to astablish and collect water user rates as it deems necessary. Basis of accounting: All proprietary funds are accounted for on a flow of economic resources measurement focus. With this measurement focus, all assets and all liabilities associated with the operation of these funds are included on the balance sheet. Proprietary funds are reported in accordance with GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting. This standard requires that all applicable GASB pronouncements, Financial Accounting Standards Board (FASB) Statements and Interpretations, Accounting Principles Board (APB) Opinions, and Accounting Research Bulletins (ARBs) issued on or before November 30, 1989 be applied to proprietary activities unless they (FASB Statements and Interpretations, ARB Opinions, and ARBs) conflict with or contradict GASB pronouncements. 

-8- 



WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA 
GASB Statement No. 20 also states that for proprietary activities, management may elect to apply all FASB Statements and Interpretations issued after November 30,1989, except for those that conflict with or contradict GASB pronouncements. The District will not elect to apply FASB Statements and Intt,~'pretatious issued afl~~ November 30, 1989, unless they are adopted by GASB. Cash and cash equivalents: For purposes of reporting, cash and cash equivalents include all highly liquid investments with an original maturity of three months or less when purchased. Fixed assets: Property, plant, and equipment are recorded at cost, or if donated, at the approximate fair value at the date of donation. Interest costs are capitalized when incurred on debt where proceeds were used to finance the construction of assets. Interest earned on proceeds invested that are restricted to the acquisition and construction of capital assets is offset against interest costs in determining the amount to be capitalized. Repairs and maintenance are recorded as expenses. Property, plant, and equipment are depreciated in accordance with generally accepted ~w.counting principles using the straight-line method over assets' estimated useful lives. Estimated useful fives vary fi'om 10 to 50 
Estimates: 



Note 3 
WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA 

The District had outstanding water revenue bonds at December 31, 2003. The bonds were issued to United States Department of Agriculture-- Rural Development Division. The bonds were issued October 12, 2000, in two series (Bond R-1 in the mount of $1,368,000 bearing interest at 4.75% per annum and Bond R-2 in the amount of $162,000 hearing interest at 5 % per annum) and the proceeds are to be used for the construction of a water system in northern Vermilion Parish, Louisiana. Monthly payments consisting of interest and principal in the amount of $6,429 for Bond R-1 and $789 for Bond R-2 will continue through October 12, 2040. A bond Series 2002 was also issued on November 26, 2002 in the amount of $1,256,000 at 4.625% and the proceeds are to be used for constructing improvements and extensions to the waterworks system. The first payment was due on November 12, 2003. Monthly payments consist of interest and principal in the amount of $5,803 and continue through November 12, 2042. The bonds are to be ~paid from recurring water revenues of the water system. During 2003, the District entered into a~eernents whereby interim financing was provided for the expansion of the water system into the Indian Bayou (IND) area and the Intracoastal City, Esther, and Forked Island area (IEF). Interim financing was provided through the issuance of Indian Bayou 2003A Bond Anticipation Notes, Series 2003A in the amount of $1,926,000 and Intracoastal 2003B Bond Anticipation Notes, Series 2003B in the amount of $1,865,000. These notes accrued interest at the rate of 1.85% and were due May 1, 2004 and June 5, 2004 respectively. The interim financing was provided by various lenders including Louisiana Public Facilities Authority (LPFA) and Bank One. At December 31, 2003, the balance drawn on the interim financing was follows: Louisiana Public Facilities Authority Bank One Total interim financing $ 667,000 2.19L967 $2.858.967 In April 2004, the interim financing was converted to permanent financing through the issuance of bond series 2004A in the amount of $2,265,000 payable over forty (40) years at an annual interest rate of 4.25% and series 2004B in the amount of $2,193,000 payable over forty (40) years at an annual interest rate of 4.375%. Since the interim financing was converted to permanent financing shortly after yeer-end, the total of the interim financing is included in the financial statements as long-term debt. Interest on the interim financing was accrued through December 31, 2003 in the amount of $20,205. This interest was capitalized and is included in Construction in progress. The District is required to make monthly payments to a reserve and a contingency fund. The 2000 and 2002 bond indentures require that monthly payments be made to a reserve and a contingency fund. The required monthly payments at December 31, 2003 are $361 to the reserve fund and $361 to the contingency fund. Theamount ofthe payment to each fund will increase to $576 when the construction project funded by the 2002 bond issue is completed and accepted by the District. At December 31,2003, the balance in the reserve fund is $14,678 and the balance in the contingency fund is $14,678. 
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Note 4 

Note 5 

WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA 
A recap of bond activity for the year is as follows: 
Bond R-1 Bond R-2 Bond Series 2002 Interim financing 

Balance December 31, 2002 $ 1,353,454 160,364 1.256.000 $ 2,769,818 
Additions $ 
2,858,966 $SLa58&~ 

$ 13,152 1,483 2,069 $ 16,704 

Balance December 31, 2003 $ 1,340,302 158,881 1.253.931 $ 2,753,114 2.858.966 Lgfzlga~ The annual requirements to amortize the bonds payable (excluding the interim financing) at December 31, 2003 are as follows: 
2004 2005 2006 2007 2008 2009-2013 2014-2018 2019-2023 2024-2028 2029-2033 2034-2038 2039-2042 

$ 27,365 28,671 30,038 31~70 32,971 189,993 239,838 302,774 382,241 482,589 609,307 395,857 $2.7~3&1~ 

$ 128,891 127,585 126,218 124,786 123,285 591,283 541,438 478,502 399,035 298,687 171,969 68.661 $3.180.340 

$ 156,256 156,256 156,256 156~56 156,256 781,276 781~76 781,276 781,276 781,276 781,276 464,518 
The only financial instrument that potentially subjects the District to concentrations of credit risk is trade receivables. Coneentration of credit risk with respect to trade receivables is limited to the gengraphieal region of which the District services water and the general economy of that region. 
The board of consists of five members, which do not to receive compensation, as follows: Carroll Duhon, Chairman Hubert Faulk T. J. Prejean Gaulman Gaspard Maxwell Chreene 



WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA 
Note 6. Contributed Capital 

Note 7 

Contributed Capital reflects funding for constraction projects for the District. Activity in the contributed capital account for the year ended December 31, 2003, is as follows: 
Additions: USDA Rural Development Grant Reductions: Depreciation on assets acquired with contributed capital Balance, ending 

$ 3,210,610 
761,042 
(85,834) $ 3.885.818 

For reporting purposes, cash and cash equivalents include demand deposits, interest-bearing demand deposits, and time deposits. Under State law, the District may invest in United States bonds, Izeasury notes ofcertific~es, or time certificates of deposit of State banks having their principal office in the State of Louisiana, or any other federally insured investment. The District may also invest in sha~s of any homestead and building and loan association in any amount not exceeding the federally insured amount. Deposits (bank balances) totaling $747,869 at December 31,2003, were fully secured by Federal Deposit Insurance corporation (FDIC) coverage plns pledged securities held by the custodial bank in the bank's name (Category 3) with a fair market value of $660,871. 
Note 8. New Reporting Standard 

Note 9 

In June 1999, the GASB issued Statement No. 34, Basic Financial Statements and Management's Discussion and Analysis for State and Local Governments. This standard established new financial reporting ~ent s for state and local governments throughout the United States. When implemented, it will require new information and restructure much of the information that governments have presented in the past. Comparability with ~ports issued in all prior years will be affected. The District is required to implement this standard for the fiscal year ended December31,200,4. ThcDislricthasnotyetdetenninedthefullimpactthatadoptionofGASBStatcmentNo. 34 will have on the financial statements. 
During April 2004, the District issued Water Revenue Bonds, Series 2004A in the amount of $2,265,000 and Water Revenue Bonds, Series 2004 B in the amount of$2,193,000. These bonds represent permanent financing, to ~lalace the interim financing, for ongoing constsuction projects. 
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Note 10. Leases 

Note 11 

WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA 

The District leases property fi'om the Vermilion Parish School Board for the purposes of operating the main water plant in Leroy, Louisiana. The lease originated December 16, 1999 and has an initial term often (10) years running through 2010. Provisions within the lease call for a statutory extension of the lease for thirty one (31) years. The lease calls for annual lease payments in the amount of $300 due at the beginning of each year. Due to an oversight, the lease payments were not made for the first four years. The lease obligation for that period of $1,200 is included in accounts payable and lease expense in the current period in the accompanying financial statements. The District leases property for the location of the water system currently under construction at lntraeoastal City, Esther, and Forked Island (IEF). The lease has a term of forty (40) years with the option of an additional term of forty (40) years. The lease calls for monthly lease payments of $400. The amount included in lease expense for this obligation in this year is $3,200. The minimum future lease payments under this obligation are as follows: 2004 2005 2006 2007 2008 2009-2013 2014-2018 2019-2023 2024-2028 2029-2033 2034-2038 2039-2043 2044 

$ 5,100 5,100 5,100 5,100 5,100 24,300 24,000 24,000 24,000 24,000 24,000 24,000 1,600 $195.400 
At December 31, 2003, the District had construction commitments outstanding in the amount of $3,231,425. These commitments represent the balance to be completed on incomplete contracts and balances on contracts committed but not started as of December 31, 2003. Funding for the completion of these contracts is anticipated to be available through additional borrowings of the District. 

Note 12. Retained Earnings - Reserved The District has reserved a portion of retained earnings in the amount of $81,633. This represents the excess of restricted assets over current liabilities payable from restricted assets for the purpose of debt service, construction, and customer security deposits. 
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WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA SCHEDULE OF STATISTICAL DATA AND INSURANCE IN'FORCE Year Ended December 31, 2003 
The monthly water rates in effect at December 31, 2003 were as follows: /~oathlv residential rates First 2,000 gallons, per month All over 2,000 gallons, per 1,000 gallons or part thereof 
First 2,000 gallons, per month Next 18,000 gallons, per 1,000 gallons or part thereof All over 20,000 gallons, per 1,000 gallons or part thereof Average monthly billing per customer: Water sales 
Number of cus~mers (at December 31, 2003) Residential Commercial 
Average monthly bill per customer The schedule of insurance in force at December 31, 2003 is as follows: Coverage Fidelity Bond Cornmereial General Liability 

Expiration Date April 3, 2004 February 12, 2004 
February 12, 2004 

Commercial Auto Coverage February 12, 2004 
December 14, 2004 
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$ $ 
$ $ $ 
13.00 2.65 
13.00 2.65 2.00 

2,183 ~8 

Policy Limits $ 416,000 $ 1,000,000 $ 100,000 $ 5,000 $ 1,000,000 $ 2,000,000 
Each occurrence Fire damage limit Medical expense limit Personal and advertising injury limit General aggregate limit $ 953,000 Buildings $ 227,000 Water wells and tanks $ 1,000,000 Liability $ 1,000,000 Uninsured motorist $ 1,000,000 
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*A P~fessional Accounting Corporation 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE W1TH 
Waterworks District No. 1 of the Parish of Vermilion, State of Louisiana Abbeville, Louisiana 
We have audited the general purpose f'mancial statements of Waterworks District No. 1 of the Parish of Vermilion, State of Louisiana as of and for the year ended December 31, 2003, and have issued our report thereon dated June 22, 2004. We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditin~ Standards, issued by the Comptroller General of the United States. 
As part of obtaining reasonable assurance about whether the District's financial statements are free of material misstatement, 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 not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under 
In planning and performing our audit, we considered the District'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. However, we noted a certain matter involving the internal control over financial reporting and its operation that we consider to be a reportable condition. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect the District's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. The reportable condition is described in the accompanying schedule of findings and questioned costs as item #2003-1. 
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Waterworks District No. I oftlm Parish of Vermilion, State of Lonisiana 
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 mounts 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. Our consideration of the internal control over financial reporting would not necessarily diselose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily diseluse all reportable conditions that are also considered to be material weaknesses. The condition mentioned above is considered a material we~. This report is intended solely for the information and use of management, the Legislative Auditor, and federal awarding agencies and is not intended to be and should not be used by anyone other than these specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document. 

Abbevill~, Louisiana June 22, 2004 
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE rN ACCORDANCE WITH OMB CIRCULAR A-133 
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*A l~cofessio~t Accounting Corporation 

We have audited the compliance of the Waterworks District No. 1 of the Parish of Vermilion, State of Louisiana, with the types of compliance requirements described in the that are applicable to each of its major federal program for the year ended December 31, 2003. The District's major federal programs are identified in the summary of AUDITOR'S results section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to its major federal programs is the responsibility of the District's management. Our responsibility is to express an opinion on the District's complienoe based on our audit. We conducted our audit of compliance in accordance with standards generally accepted in the United States of America; the standards applicable to financial audits contained in Government Auditing Standards. issued by the Comptroller General of the United States; and OMB Cireniar A-133, "Audits of States, Local Governments, and Non-Profit Organizations." Those standards end OMB Circular A- 133 require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 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 the District's compliance with those requirements. In our opinion, the District complied, in all material respects, with the requirements referred to above that are applicable to its major federal programs for the year ended December 31, 2003. 
The management of the District is responsible for establishing and maintaining effective internal control over compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In planning and performing our audit, we considered the District's internal control over compliance with requirements that could have a direct and material 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 in aceordanoe with OMB Circular A- 133. 
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Waterworks District No. 1 of the Parish of Vermilion, State of l.,ouiaiana 
We noted a certain matter involving the internal control over compliance and its operation that we consider to be a reportable condition. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over compliance that, in our judgment, could adversely affect the DisWict's ability to administer a major federal program in accordance with applicable requirements oflaws, regulations, contracts, and grants. The reportable condition is described in the accompanying schedule of findings and questioned costs as item #2003-1. 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, con~a'acts, 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. Our consideration of the intern21 control over compliance would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. The condition mentioned above is considered a material weakness. This report is intended solely for the information and use of management, the Legislative Auditor, and federal awarding agencies and is not intended to be and should not be used by anyone other than these specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document. 

AbbeviUe, Louisiana June 22, 2004 
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WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA SCHEDULE OF FINDINGS AND QUESTIONED COSTS Year Ended December 31, 2003 
We have audited the general purpose financial statements of Waterworks District No. 1 of the Parish of Vermilion, State of Louisiana as of and for the year ended December 31, 2003, and have issued our report thereon June 22, 2004. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in issued by the Comptroller General of the United States. Section I. Snmmary of Auditor's Reports The following summarizes the auditor's results in accordance with OMB Circular A-133 The auditor's report expresses an unqualified opinion on the general purpose financial statements of Waterworks District No. 1 oftbe Parish of Vermilion, State of Louisiana (the District) as of and for the year ended December 31, 2003. One reportable condition in internal control was disclosed during the audit of the District's financial statements. That condition is reportable as a material weakness. 3. The audit did not disclose any instances of noncompliance considered material to the financial statements of the District. 4. One ~eportable condition was disclosed during tbe andit of the District's federal award progran~ The condition is reportable as a material weakness. 5. An unqualified opinion was issued on compliance for maj or federal award programs. 6. The program tested as a major program was: 

USDA - Oi~ce of Rural Development 7. The threshold used to distinguish a Type A from Type B program was $300,000 8. The District did not qualify as a low-risk auditce. 
Section II. Financial Statement Findings 

CFDA# 10.760 

Finding: In reviewing the internal control structure, we noted inadequate segregation of duties existed in all areas of the financial cycle. Cause: Inadequate segregation of duties exists due to the limited number of personnel performing the administrative functions. Due to the lack of resources, the District is unable to implement a segregated system of internal control Recommendation and response: Management is aware of and has evaluated this inadequacy and concluded that the related costs versus benefits to be achieved does not justify the additional personnel it would require to establish an adequate segregation. We are in agreement with the District that it would not be cost beneficial or possible with the limited resources available to create a segregated accounting environment. 
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WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

Section m. Federal Award Findings and Questioned Costs 
Office of Rural Development- CFDA No. 10.760, Grant Period - year ended December 31, 2003 1. Reportable condition: The reportable condition discussed at #2003-1 above also applies to this grant. 
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WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS Year Ended December 31, 2003 
Internal Control and Compliance Material to the Financial Statements 
Finding: In reviewing the intenml control structure, we noted inadequate segregation of duties existed in all areas of the fmancinl cycle. 
Cause: Inadequate segregation of duties exists due to the limited number of personnel performing the administrative functions. Due to the lack of resources, the District is unable to implement a segregated system of internal control. Recommendation and response: Management is aware of and has evaluated this inadequacy and concluded that the related costs versus benefits to be achieved does not justify the additional personnel it would require to establish an adequate segregation. We are in agreement with the District that it would not be cost beneficial or possible with the limited resources available to create a segregated accounting environment. Current status: We noted the same inadequate segregation of duties in the currant year as item #2003-1 and, as in the previous year, the District's Board feels that it has provided for as much segregation of duties as is cost-beneficial to the District at this time. 
Internal Control end Compliance Material to Federal Awards 
Office of Rural Development - CFDA No. 10.760 - Finding #2002-1 above applies to this grant. 

HI. Management Letter The prior year audit report did not include a management letter 



WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS Year Ended Dec.ember 31, 2003 
Federal Grantor/Pass-Through Grantor/Program Title 
Passed Through Office of Rural Development Water and Waste Disposal Loan and Grant Program (Note 2) Grant amount Loan amount (Note 2) 
Passed Through State Office of Emergancy Preparedness: Pubfic Assistance Grants 
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10.760 10.760 

83.544 

$ 761,042 2.858.967 $3,620,009 

3,874 $3A23_.88~ 



WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS Year Ended December 31, 2003 
The accompanying schedule of expenditures of federal awards includes the federal grant activity of Waterworks District No. 1 of the Parish of Vermilion. State of Louisiana and is presented on the accrual basis of accounting. The information in this schedule is presented in accordance with the requirements of OMB Circular A-133, "Audits of States, Local Governments and Non-Profit Organizations." Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the preparation of the financial statements. 

Note 2. Loan Outstanding Waterworks District No. 1 of the Parish of Vermilion, State of Louisiana had the following loan balance outstanding at December 31, 2003. 
Water and Waste Loan and Grant Program 10.760 

Amount Outstanding, 
At December 31, 2003, the District had interim financing in place for the expansion of the water system. A letter of conditions was in place as of the financial statement date related to the replacement of the interim fmancing with permanent financing through the Water and Waste Loan and Grant Program. The issuance of Ixa'manent debt instruments occurred in April 2004. Since the interim financing was expected to be converted to permanent financing through a federal agency, the amount of interim financing funds expended in 2003 is included in the schedule of expenditures of federal awards. 
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WATERWORKS DISTRICT NO. 1 OF THE PARISH OF VERMILION STATE OF LOUISIANA MANAGEMENTS CORRECTIVE ACTION PLAN Year Ended December 31, 2003 
Seetien I. Internal Control and Compliance Material to the Financial Statements 
Management is aware of and has evaluated this inadequacy and concluded that the related costs versus benefits to be achieved do not justify the additional personnel it would require to establish an adequate segregation. We are in agreement with the District that it would not be cost beneficial or possible with the limited resources available to create a segregated accounting environment. 

Section II. Internal Control and Compliance Material to Federal Awards See Item #2003-1 above. 
There are no findings reported in a separate management letter for the year ended December 31, 2003 

Responsible Party: Can'oll Duhen, President 


