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To lbc Board of Com m issioners 
M ount llennon W ater District of the 
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W ashington Parish Police Jury 
Franklinton, Louisiana 

KENTW OOD OFFICE 
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Kelgwood, I.A ?0444 
VOICE: (504) 229-5955 
FAX: (504) 229-5951 

M EM BERS 
Arnerican ]nsliltlte of CPAs 
Society of Louisia.qa CPA,~ 

W c have audited the accompauyiug component unit finmlcial statements of the M ount Hermou W ater District of the Parish 
of W ashington, Louisiana, a component unit of the W ashington Parish Police Jury, as of December 31, 1998, and for lhe 
3,ear then ended, as listed in the Table of Contents. These component unit financial stateumnts are the responsibility of the 
district's management. Our responsibility is to express an opinion on these component unit fiuancial statements based on 
our audit. 

Except as discussed in the following paragraph, we conducted our audit in accordauce with gencrally accepted auditing 
slandards mad the standards applicable to financial audits contained in Governm entalAuditing Standards

, issued by the 
Comptloller Geueral of the Ulfited States. Those standards requirethat we plan and perform the audit to obtain reasouablc 
assurance about whether the financial statements arc free of material misstatement. All audit includes exaulining, on a test 
basis, evidcnce SUl)porting the amounts and disclosures inthe financial statelnents. An audit also inchldcs assessing the 
accounting principles used and significaut estimates m ade by m auagement, as wcll as evaluating the ovcrall finm~eial 
statem cut t)rcscntaliou. W e believe that our audit provides a reasonable basis for our opinion. 

Governm ental Accounting Standards Board Tcdm ical Bulletin 98-1, D isclosures about Year 2000 ]ssues, as amended by 
GASB Technical Bulletin 99-1, requires disclosure of certaiu matters regarding the 3,car 2000 issuc. The M ount t lermon 
W ater District has inchlded such disclosures in Note 10. Because of the unprecedented nature of the year 2000 issue

, its 
effects and the success of related remcdiation efforts will not be fully determinable until tile year 2000 and thereafter. 
Accordingly, insufficient audit evidence exists to support the M ount H ennon W ater District's disclosures with respect to 
tile year 2000 issue m ade in note 10. Further, we do not provide assurance that the M onnt Herm on W ater District's year 
2000 remediatiou efforts will be successful in whole or in part, or that parties with which the M ount Henuon W ater District 
does business with will be 3,ear 2000 ready. 

In our opinion, except for the effects of such adjustments, if m~y, as might have been determined to be uecessa~, had wc 
been able to exam ine evidence regarding year 2000 disclosures, the conlpouelat unit financial statcnaents referred to above 
present fairly, iu all m aterial respects, fl~e finmlcial position of the M ount IJennon W ater District of the Parish of 
W ashington, Louisiana, as of December 31, 1998, and the results of its operations and cash flows for the 3,ear then ended 
in confonuity with generally accepted accounting pJJnciples. 

In accordance with Government AudJlJng Siandards, we have also issued our report dated April 5
, 1999, o~ our 

consideration of the M ount Hcm aon W ater District of the Parish of W ashington, Louisiana's intern al control over financial 
reporting and our tests of its compliance with certain provisions of laws

, regulations, contracts, mad grants. 
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BRUCE H A RRELL & CO . 
CERTIFIED PUBLIC ACCOUI',rI'ANTS 
A Professional Accounting CorporaS~n 

To the Board of Com missiouers 
M ount Hcnnou W ater District of tim 
Parish of W ashington, Louisiana 

Page 2 

Our audit was perfom led for the purpose of funning an opinion on the component unit financial statements taken as a whole. 
The schedules listed on the table of contents are presented for purposes of additional aualysis mad are not a required pal~ 
of the component unit financial slalements of M ount Hennon W ater District of the Parish of W ashington, Louisiana. Such 

information has been subjected to the auditing procedures applied in the audit of the componeut unit financial statcmcnls 
and, in our opinion, is fairly staled in all m aterial respects in relation to the component trait financial statcm ents laken as 
a whole. 

Bruce Harrel) & Company, CPAs 
A Professional Accounting Corporation 

April 5, 1999 
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M ount Herm on W ater District 

of the 

Parish of W ashington, State of Louisiana 
W ashington Parish Police Jury 

Franklinton. Louisiana 

BALANCE SHEET - PROPRIETARY FUND TYPE 
Decem ber 31. 1998 

Assets 

Current Assets: 

Cash 

Accounts Receivable, Net 

Accrued Billings 
Total Current Assets 

Restricted Assets: 
Cash - IRUS Depreciation & Contingency Fund 
Cash - RUS Bond Reserve Fund 

Total Restricted Assets 

Property, Plant and Equipm ent: 

Land 

W ater System 

Total Property, Plant and Equipm ent 
Less: Accum ulated Depreciation 

Net Property, Plant and Equipm ent 
Other Assets: 

Utility Deposits 

Total Other Assets 

Total Assets 

Liabilities and Fund Equity 

Liabilities: 

Current Liabilities (Payable From Current Assets): 
Accounts Payabre 
Sales Tax Payable 

Total Current LiabNities (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 accom panying notes are an integral part of these statem ents 
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STATEM ENT A 

2,822 

4,001 

3.456 

10.279 

9,659 

9.555 

19.214 

3,890 

1.663.212 

1,607,102 

(72,802) 
1.534.300 

220 

220 

1,564,013 

2,936 

142 

3.078 

1,265 

8,214 

5,205 

14.684 



 

Mount Herm on W ater District 

of the 

Parish of W ashington, State of Louisiana 
W ashington Parish Police Jury 

Franklinton. Louisiana 

BALANCE SHEET - PROPRIETARY FUND TYPE 

(Continued) 
Decem ber 31. 1998 

Long-Term Liabilities: 
RUS Bonds Payable 

Total Long-Term Liabilities 

Total Liabilities 

Fund Equity: 
Contributed Capital 

Less: Accum ulated Am ortization 
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 accom panying notes are an integral part of these statem ents 
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STATEM ENT A 

736.795 

736,795 
754.557 

897,287 

(39,056) 
858,231 

9,659 

9,555 

(67,989) 
(48,775) 
809,456 

1.564,013 



 

M ount Herm on W ater District 
W ashington Parish Police Jury 

Franklinton, Louisiana 
STATEM ENT B ! , f;~r'F ~I 

STATEMENT OF REVENUES, EXP~N'S'~S A~b'(~H~NGES IN UNRESERVED 
RETA NED EARNINGSo-cP~OPRIETARY FUND~TYPE 

Year Ended"D'e~et~be~ 3"~,1998~  

" ' 

-~' :: 55 
O perating Revenues 

W ater Sales 
Installation Fees 
Penalties 
Interest Incom e 
M iscellaneous Revenue 
Total O perating Revenues 

O perating Expenses 
O perations and M aintenance - Contract 

Office Expenses 
Utilities 
Insurance 
Accounting 
Repairs and M aintenance 
Bad Debts 
M iscellaneous Expense 
Depreciation Expense 

Total O perating Expense 

Net Operating Income (Loss) 

Non-Operating Revenue (Expenses): 
Interest Expense 

Total Non*Operating Revenue (Expenses) 

Net Income (Loss) 

Am odization of Contributed Capital 
Decrease in Reserve for Contingencies 

(Deficit) Retained Eamings-Unresecved 
January 1, 1998 

(Deficit) Retained Earnings-Unreserved December 31, 1998 

The accom panying notes are an integral part of these statem ents 
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$ 66,482 
3,555 
1,383 
510 
387 

72,317 

24,841 
20 

3,718 
2,288 
2,500 
655 

2,481 
294 

40,080 
76,877 

(4,560) 

(37,387) 
(37,387) 

(41,947) 

21,303 

(4,92e) 

(42,416)_ 
$ (67,989)_ 



 

M ount Vernon W ater District 
of the 

Parish of W ashington, Louisiana 
W ashington Parish Police Jury 

Franklinton. Louisiana 

STATEM ENT O F CASH FLOW S-PRO PRIETARY FUND TY PE 
Year Ended Decem ber 31. 1998 

(:;ash Flow s from O perating Activities: 

Operating Income (Loss) 
Adjustments to Reconcile Net Operating Income to Net Cash 
Provided by O perating 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 Custom er Deposits Payable 
Changes in Accrued RUS Bond Interest 

Total Adjustments 

Net Cash Provided by (Used FoO Operating Activities 

Cash Flow s from Capital and Related Financing Activities: 
Bond Principal Repaym ent - RUS Bond 

Interest Paym ents - RUS Bond 

Net Cash Provided by Capital and Related Financing Activities 

Net Cash Increase (Decrease) for Year 

Cash at Beginning of Year 

Cash at End of Year 

The accom panying notes are an integral part of these statem ents 
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STATEM ENT C 

$ 

40,080 

662 

(245) 
13,880 

1,005 

(678) 
810 

(30,925) 
24.589 

20.029 

(6,409) 

_  4~ ,796) 
(23,767) 

45.803 

$ 22.036 



INTRO DUCTIO N 

M OUNT HERM ON W ATER DISTRICT 
O F TH E 

PARISIt OF W ASHINGTON, LOUISIANA 
W ashington Parish Police Jury 

Franklinton, Louisiana 

Notes to the Financial Statements 
As of and for the Year Ended December 31, 1998 

M ount I tennon W ater District of the Parish of W ashington, State of Louisiana was established July 23, 1986, by an 
ordinance of the W asbington 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 supplcmculed thereto, describes and defines the 
bonndarics of the water district, and provides for a 5-member govern ing board of commissioners appointed by the 

W ashington Parish Police Jury. 

M ount Hennon W ater District was thus created and constitutes a public corporation and political subdivision of the Slate 
of Louisiana, and has all the power and privileges granted by the constitution and statutes of this state to such subdivision, 
including the aulbority to incor debt, to issue bonds, and to lex3, taxes and asscssrnen'ts. 

Conslnlcliou of the water system plant and equipm ent for the water system was financed under a ]oal~grant program from 

the United States Rural Ulilitics Sen,ice (RUS) office, with construction completed in March, 1997. Mount I lcrmon W ater 
District, as of December 31, 1998, serves 273 water customers. The district contracts the operation and m aintelmncc of 
the water system , including billings of water customers, to an outside agent. 

SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. BASIS O F PRESENTATION 

The accompanying component unit financial statements of tile M ount Hcnnon W ater District have been prepared in 

conformity with generally accepted accounting principles (GAAP) as applied to governmental units. The Governmental 
Accounting Standards Board (GA SB) is the accepted stal~dard-setting body for establishing govel nmental accounting and 
financial reporting principles. 

ll. REPO RTING ENTITY 

As the govern ing authority of the parish, the W ashii~gton Parish Police Jury is the financial reporting entity for 

W ashington Parish. The financial reporting entity consists of(a) the primary govenunent (policcjm3,), (b) organizations 
for which tile primary govcnmlent is financially accoontable, and (c) oilier organizations for which the nature and 
significance of their relationship with lhe prim m7 govcrmnent arc such fl~at exclusion would cause the reporting entity's 
financial statem ents to be m isleading or incom plete. 

Govennnental Accounting Standards Board Statem ent No. 14 established criteria for determining which component units 
should be considered part of the W ashington Parish Police Jury  for financial reporting puq~oses. The basic criterion for 
including a potential com ponent unit within the reporting entity is financial accountability. The GA SB has set forth 
criteria Io be considered in determining financial accomatability. This criteria includes: 

Appointing a voting majority of an organization's governing body, mad 

a. The ability of/he police jury to impose its will on that organization mad/or 
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M O UN T H ERM O N W A TER DISTRICT 
O F TH E 

PA RISH O F W A SH IN G TO N , LO UISIA NA 
W ashington Parish Police Jury 

Franldinton, Louisiana 
N otes to the Financial Statem ents 

(Continued) 
As of and for the Year Ended December 31, 1998 

The potential for the organizatiou to provide specific financial benefits to or impose specific 

financial burdens on the police jaR'. 

Organizatious for whirl1 the police julT does not appoint a voting majority but are fiscally dcpcndent on 
the police juD'. 

Orgmfizations for which the reporting entity financial statements would bc m isleading if dala of the 
organization is not included because of the nature or significance of the relationship. 

Because the police jm3' appoints the governing board and the scope of public service is determined by the police jmy, the 
district was determined  to be a component unit of the W ashington Parish Police Jury, the financial reporting cntity. The 
accompanying financial statements present inform ation only on the fund mainlained  by the distJict and do ]rot present 

infonuation on the police jury, the general governmental services provided by that governmental unit, or the other 
governm ental units that com prise the finalrcial reportiug entity. 

C. FUND ACCO UNTING 

The M ount 11ermon W ater District of the Parish of W ashington, Louisiana is organized and operated on a fund basis 
whereby a self-balancing set of accounts (Entcq~rise Fund) is maintafiaed that comprise its assets, liabilities, fund equity, 
revenues, and cxpenscs. The operations are financed  and operated  in a m anner similar to a private business entcq~rise, 

where lhe intent of the governing body is that the cost (expenses, including depreciation) of providing services on a 
continuing basis be financed or recovered prim arily through user charges. 

D. BASIS O F ACCOUNTING 

The accounling and financial reporting treatm ent applied to a fund is determined  by its m easurement focus. Tire 
Enterprise Fund is accounted for on a flow of econom ic resources m easurement focus and a determination ofnct incom e 
and capital maintenance. W ith fl~is measurement focus, all assets and all liabilities associated with the operation of this 
fund are included  on file balmrce sheet. The Enterprise Fund uses the accrual basis of accounting. Revcnnes are 
recognized  when earned  and expenses are recognized at the time liabilities are incurred. The Enterprise Fund uses the 
follow ing practices in xce.ording certain revenues m~d expenses: 

Revenues 

Fees for water services are recorded as revenues al~cr the m eters are read. A ll other revenues are recorded wherl 
the service has been provided. 

Expenditures 

A ll operating expeuses, except depreciation, are recorded whe~ they are incurred. Depreciation is recorded  each 
m onth over tire life of the asset. 



 

M O U N T H ERM O N W A TER DISTRICT 
O F TH E 

PA RI SH O F W A SH ING TO N, LO UISIA NA 
W ashington Parish Police Jury 

Franklinton, Louisiana 
N otes to the Financial Statem ents 

(Continued) 
A s of and for file Year Ended December 31, 1998 

E. CASH AND CASH EQUIVALENTS AND INVESTM ENTS 

Cash includes am ounts in dem and deposits, interest-bearing demand deposits, and m oney m arket accounts. Cash 
equivalents include mnounts in tim e deposits and those ilwcstmeuts with original m aturities of 90 days or less. Under 
stale law, tile district m ay deposit funds in demand deposits, interest-bearing dem and deposits, m on%, m arket accounts, 
or tim e deposits with state banks organized under Louisiana law and national banks having "their principal offices m 
Louisiana. 

Undcr state law, tile district m ay im ,est in United Stales bonds, treasury notes, or certificates. Tlmse are classified as 
investments if the original m aturities exceed 90 days; however, if file original m aturities are 90 days or less, they are 
classified as cash equivalents. Investments, if any, are stated at fair value. 

F. INVEN TO RIES 

Purchase of various operating supplics art regarded as expenditures at the time purchased, and inventories of such 

supplies (if any) are not recorded as assets at the close of/he fiscal year. 

G . PREPA ID ITEM S 

Purchase of item s rcgarded as baying a future econom ical use are expensed when purchased, and prepaid amounts for 
such itcnls are not recorded as assets at the close of the fiscal 5,ear. 

II. RESTRICTED ASSETS 

Certain proceed s of th e Enlel]~rise Fund revenue bonds, as well as certain resources set aside for th eir repaynlent, are 
classified as restricted assets on tile balance sheet because their use is lim ited by applicable bond covenants. 

FIXED ASSETS 

Fixed assets of the district are included  on the balance sheet of the fund. Interest costs incurred during construction are 
capitalized . Depreciation of all exhaustible fixed assets is charged as ml expense against operations. Depreciation is 
com puted using the straight-line m ethod over the estimated  useful lives of 20 to 40 years for w ater system s and 5 to 10 
years for equipm ent. 

CO M PENSATED A BSENCES 

At Decem bcr 3 l, 1998, the district did not have em ployees that accum ulate or vest benefits 

K . LO NG-TERM[ LIABILITIES 

Long-lenn liabilities are recognized w ithin the Enterprise Fund 
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L. FUND EQUITY 

Contributed Capita 

M O UNT H ERM O N W A TER DISTR IC T 
O F TH E 

PA RISH O F W A SH IN G TO N , LO UISIA NA 
W ashington Parish Police Jury 

Franklinton, Louisiana 
N otes to the Financial Statem ents 

(Continued) 
As of and for fl~e Year Ended December 31, 1998 

Grants, entitlem ents, or shared revenues received that are restricted for the acquisition or constru ction of capital 
assets are recorded as contributed capital. Contributed capital is am ortized based on the depreciation recognized 
on that portion of the assets acquired from such contributions. This am ortizalion is closed to the cont ributcd capital 
account, 

Reserves 

Rcselwes represent those portions of fire d equity legally segregated for a spccific filttlrc use 

M . USE O F ESTIM ATES 

The preparation of financial statem euts in conformance with generally accepted accounting principles requires 
m anagem ent to m ake estim ates and assumptions that affect the reported am ount of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the financial statem ents and tile reported amounts of revenues and 
expenses during the reported period. Actual results could differ from those estimates. 

2. CASIt AND CASH FQUIVALENTS 

At Dcccmber 31, 1998, the district has cash and cash equivalents (book balances) totaling $22,036, as follows 

N on-Interest Bearing Dem and Deposits 

Interest-Bearing Dem and D eposits 

2,822 

19,214 

$ 22,036 

These deposits are stated at cost, which approximates market value. Under stale law, these deposits (or tile resulting bank 
balances) must bc secured by federal deposit insurance or the pledge of securities om~ed by the fiscal agent bank. The 
m arket value of the pledged secm ities plus the federal deposit insurance must at all times equal the am ount 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, 1998, the district had $26,985 in collected bank balances within 
two separate banks consisting of $5,103 in non interest-bearing demand deposits and $19,214 in interest-bearing deposits 
in tile first bank, and $2,668 in non-iuterest bearing demmld deposits in flae second bank. Each category of demand deposits 
is protected by $100,000 of federal deposit insurauce. 

Even though the pledged securities are considered uncollateralized (Categoiy 3) under the provisions of GASB Statement 
3, Louisiana Revised Statute 39:1229 imposes a statutory requirem ent on the custodial bank to advertise and sell tile pledged 
securities within 10 days of being notified by the district that the fiscal agent has failed to pay deposited funds upon dem and. 
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3. RECEIVA BLES 

M O UNT H ERM O N W ATER DISTRICT 
O F TH E 

PA RISH O F W A SH IN G TO N , LO UISIA NA 
W ashington Parish Police Jury 

Franklinton, Louisiana 
N otes to the Financial Statem ents 

(Continued) 
As of and for the Year Ended December 31, 1998 

All custom er reccivablcs are reporied at gross value and periodically reduced by the portion that is cxpectcd to be 
uncollectible, Thc board of commissioners of the M omlt Hermon W ater District rcview past due accounls aJ~d authorize 
the write-off ofuncollcetiblc am ounts directly against tim accounts receivable account. At fiscal year-end

, the district had 
not established an allowancc for uncollectible accounts, since an aging of accounts receivable was not provided to the M ount 
Itennon W ater Dist6 et on a m onthly basis. However, m~ aging of accounts receivable was compiled at December 31, 1998, 
as follows: 

Currcllt 

31 -60 

61 - 90 

Over 90 

Total 

3,649 

226 

46 

80 

$ 4,001 

Estimated unbillcd revenues (accrued billings) are recognized at the end of each fiscal year on a pro-rata basis. The 
estim ated am ount is based on billing during dm nmnth following close of the fiscal year. At December 31

, 1998, M ount 
ltcnnou W ater District recorded accru ed billings of $3,456. 

4. FIX ED A SSETS 

A sum m a .ry of fixed assets at December 31, 1998, follows 

l)cscril)tiou 

Lm~d 

W aler Systern 

Totals 

Life 
Y rs Cost 

$ 3,890 

1,603,212 

$1,607,102 

Accumulated 
Depreciation 

72,802 

72,802 

N et 

$ 3,890 
1,530,410 

$ 1,534,300 

Deprcciation 
Current 

40,080 

$ 40,080 

The water system, financed under the United States Departm ent of Agriculture, Rural Utilities Service lx~an/Grant program
, 

becam e operational in M arch of 1997. Equipm ent, furniture, mid fixtures are depreciated using the useful livcs of 5 to 10 
years, and the water distribution system llses a usefullife of 40 years. All assets are depreciated by the straight-line method. 

Total depreciation expense of $40,080 was recordcd for the fiscal 3,ear ending December 31, 1998. 
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5. LO NG -TERM  DEBT 

M O U NT H ERM O N W A TER DISTRIC T 
O F TH E 

PA RISH O F W A SH IN G TO N, LO U ISIA NA 
W ashington Parish Police Jm T 

Franklinton, Louisiana 
N otes to the Financial Statem ents 

(Continued) 
A s of and for the Year Ended December 31, 1998 

The following is a smmnary of bond transactions of the M ount Hennon W ater Dislrict of tlle Parish of W ashingtoa, 
l.ouisiana for the year ended December 31, 1998: 

Bonds Payable 
Janualy 1, 1998 

Bonds Retircd 

Bonds Payable 
Decem ber 31, 1998 

$ 751,418 

(6,409) 

$ 745,009 

Bonds Payable at l)ecember 31, 1998, are comprised of the following current mad long-term am ounts 

Current 
Amount 
12/31/98 

Long-Term  
AlllOtlllt 
12/31/98 

1996 Revenue Bonds: 
$754,000 utility bonds, dated 2/08/96; 
due in monthly instalhnents of $3,702 
through Feb. 6, 2036; interest at 5.0% $ 8.214 $ 736.795 
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Total 
Principal 
Balance 
12/31/98 

$ 745,009 



 

M O UNT H ERM O N W A TER DISTRICT 
O F TH E 

PA RISH O F W A SH IN G TO N, LO UISIA NA 
W ashington Parish Police Jury 

Franklinton, Louisiana 
N otes to the Financial Statelnents 

(Continued) 
As of and for fl~e Year Ended December 31, 1998 

The annual requirem ents 1o am ortize all debt outstanding as of December 31, 1998, including interest payments of$ 861,731 

are as follow s: 

Year Ending 
l)ecember 3 ] 

1999 

2000 

2001 

2002 

2003 

2004-2008 

2~09-2gI3 

2014-2018 

2019-2023 

2024-2028 

2029-2033 

2034-2036 

6. FLO W  O F FUNDS, RESTRICTIONS O N USE 

1996 RUS 
W aler Rev~lUle 

Bonds 
$754,000 

$ 44,426 
44,426 

44,426 

44,426 

44,426 

222,130 

29.2,130 

222,130 

222,130 

222,130 

222,130 

51,830 

$ 1.606.740 

As of Decclnber 31, 1998, the M ount Hcrmon W ater District of the Parish of W ashinglon, State of Louisiana, has one 

Rmal Utilities Service (RUS) Revenue Bond. The total bond amount of $754,000 was issued Fcbraary 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 oftheinconaeandrevenues derived ortobederived fiom theopcrationofthesystem . Other 
specific legal requiremenls and bond restrictions are sununarized below: 

a) qq~e issuer, the M ount Hcnnon W ater District of the Parish of W ashington, State of Louisiana, covcnauts to fix, 
establish, and nm intain such rates and collect such fees, rents, or other charges for the sen,ices and facilities of the 
System , and all parts thereof, and to revise the sam e from time to tim e whenever necessary, to pay the reasonable 
and necessary expenses of operating and maiutaining the system in each 3,ear, all reserves or sinking funds rccluircd, 
aud all oilmr obligations or indebtedness payable out of the revenues of the System , m~d which will provi de rcveuues 
in each year, after paying all reasonable aad necessary expenses of operating and m aintainiug the Systeln, at least 
equal to 120%  of the largest mnount of principal and interest m aturing on the bonds in any future fiscal 3,car and 
on any parity bonds issued thereafter. 

For the fiscal year ending December 31, 1998, the bond debt coverage factor was 81% , and is below the percentage 
required by bond covenants. 
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M O UN T H ERM O N W A TER DISTRIC T 
O F TH E 

PA RI SH O F W A SH ING TO N , LO UISIA NA 
W ashington Parish Police Jury 

Franklinton, Louisiana 
N otes to the Financial Statem ents 

(Continued) 
As of and for the Year Ended December 31, 1998 

The cstablislmaent and maintenance of a "W ater Bond and Interest Sinking Fund" (the Sinking Fund) sufficient in 
am ount to pay prom ptly and fu lly th e principal and interest on th e bonds. 

The actual creation of a sinking fund was not required since th e district pays required bond instalhnents dircctly to Rural 
Utilities Serv ice, on a monthly basis. At December 31, 1998, M ount Hermoll W ater District was one lnonth delinquent 
in payments, not having made th e lnonthly bond instalhnent of $3,702.14 due December, 1998. 

The establishment of the "W ater Revenue Bond Reserve Fund" (the Reserve Fund) by transferring fi-om the W ater 
P, evenue Fund, the operating account of the district, monthly in advance on or before th e 20~h of each m onth a sum 

at least equal to five per cent (5%) of the mnount to be paid each month for bond principal and interest payments. 
The actual am ount to be transferred for bonds outstanding at December 31, 1998, per th e RUS Lettcr of 
Conditions, was a total of $185 per month . Deposit of funds shall continue until such time as th ere has been 
accunm laled in the Resel~,e Fund an amount of m oney equal to th e highest combined principal and interest 
requirements of any succeeding twelve m onth period. The m oney in th e Reserve Fund is required 1o be rclained 
solely for th e purpose of paying the principal and interest on bonds payable, upon approval by th e Rural Utilities 
Serv ice office, fu r which there would othcl~vise be default. Deposits to the Reserv e Fund were required ~o 
comm ence with th e m onth following completion and acceptance of the improvelncnts and extensions financed with 
th e proceeds of the bonds. The systenl improvem ents financed with tile 1996 Revenue Bonds bccam e rm,cnue 
producing during M arch, 1997. 

The district made all of the required deposits to the Reserve Fund, maintaining a balance of $9,555, at l)ccembcr 31 
1998. 

The establishment and maintenance of the "W ater Depreciation and Contingency Fund" (the Contingency Fund) 
to care for depreciation, extensions, additions, improvements and replacements neeessal7 to operate properly th e 
System, by transferring from th e W ater Revelm e Fund, the operating account of the district, m onthly in advance 
on or before th e 20 of each month th e sum of$191 per month . M oney in th e Contingen%, Fund may also bc used, 
upon approval, to pay th e principal and interest on any bond for which th ere is not sufficient m oney in th e Sinking 
Fund or the Reserve Fund. 

The district made all of th e required deposits to tile Depreciation and Contingency Fund, maintaining a balance of $9,659 
at Decem ber 31, 1998. 

e) The district, in the original bond resolution also obligated itself to abide by the following covenants 

1 

2 

3 
4 

The district will shut off service if the delinquent charge, with interest and penalties accru ed 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 th e district, as well as paym ent of a reasonable reconnect charge fu r lhe rcsunlption of 
serv ices. 
The district agrees to m aintain the System in first class repair and working order and condition. 

The district will carry full insurm~ce coverage on the System in the m anner required by th e Govern m ent 
with a company licensed to do business under the laws of Louisiana. 
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M O U N T H ERSIO N W A TER D ISTR ICT 
O F TH E 

PA RISH O F W A SH IN G TO N , LO UISIA NA 
W ashington Parish Police Jury 

Franklim on, Louisiana 
N otes to the Financial Statem ents 

(Continued) 
As of and for the Year Ended December 31, 1998 

The district will m aintain separate and correct records mad accounts, and will have the books auditcd no 
later than three m onths after the end of the fiscal 3,ear. 
The district will not sell, lease or in any manner dispose of the System or any substantial part thereof, 

provided the district may dispose & property that in its judgement is worn-out, unserviceable, unsuitable, 
or unnecessa~T in ttm operation of the System . 
The district will not, except as provided by tiffs bond resolution, voluntarily create or cause to bc crcatcd 
any debt, lien pledge, m ortgage, assiglmaent, or any other charges having priority or parity with the liens 
of the Bonds upon the incom e and revmmcs of the System pledged as security therefor. 
That, to Ill e extent pcm litted by law, the district will not grant a frmmhisc to any utility for operation within 
the boundaries of tim district. 
In operation of the System , the district will require all officers mad em ployees in a position of authority or 
in possession ofm ouey derived from operations of the System to be covered by a blanket fidelity bond or 
faithfill perform ance bond. 

The current rate schcdule, the schedule of insurance coverages (Item # 4) mad fidelity bond coverages (Item # 9) are 
disclosed Jn the "Supplm~lental Inform ation" schedules included as a part of this audit rcpoJt. Non-compliance was Jlot 
noted in the review of the rem aining bond covenants. 

7. FUND EQUITY 

Resm~,cd Retained Earnings is created in conjunction with the issuance of revenue bonds and is fimded by transfcrs flora 
the revenue account, based on assets held by the water district that are restricted for bond payments. "l]m purpose of the 
rcservcd retained earn ings is to service tim revenue bonds. Reserved Retained Earn ings totaled $19,214 at Dcccmbcr 31, 
1998. 

8. DEFICIT I_JNRESERVED RETAINED EARNINGS 

The waler district has an unreserved retained earnings deficit of $(67,989) for the fiscal year ending December 31, 1998. 
The deficit represents an increased deficit of $25,573 fiom the $(42,416) deficit reported at Deccmbcr 31, 1997. 
M anagement of M ount ttcnnon W ater District plans to m onitor the level of revenues and expcnscs to determ ine the 
adequacy of the existing rate structure. 

9. W ATER SYSTEM  M ANAG EM ENT 

The water district is operated under a contract wifla eal outside part3,. The coutract m anagem ent provides services for 
operation and m aintenance of the system , including billing services for the water district. 
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10. Y EAR 2000 ISSUE 

M O UN T H ERM O N W A TER DISTRICT 
O F TH E 

PA RI SH O F W A SH ING TO N , LO UISIA NA 
W ashington Parish Police Jury. 

Franklinton, Louisiana 
N otes to the Financial Statem ents 

(Continued) 
As of and for file Year Ended December 31, 1998 

The 3,ear 2000 issue is the result of shortcom ings in m any electronic data processing system s and other electronic equipm ent 
that m ay adversely affect the district's operations as early as fiscal 3,ear 1999. 

The M ount Hcrm on W ater District has not inventoried computer system s and other electronic equipment that m ay be 
affected by the year 2000 issue and that are necessary to conduct the district's operations. It was noted that outside 
agencies process billing and accounting data for fl~e district. Software an d computer system s of other agencies providing 
services to the district have not been invm~toried to determine 3,ear 2000 compliance. In addition, 5,ear 2000 compliance 
m ay be affected by the operation of electrical components within utility plants. It is unknown, as of December 31, 1998, 
what effects, if any, failing to rem ediate any such system s will have upon the b, lount H em aon W ater District's operations 
and financial reporting. 

Because of the unprecedented nature of the year 2000 issue, its effect and the success of related rclncdiation efforts will not 
be fiflly determ inable uutil the 3,car 2000 and thereafter. M anagement cannot assure that the district will be year 2000 
leady, the district's rcm ediation efforts win be successful in whole or in part, or that parties widl whom the district does 
business will be year 2000 ready. 
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M ount Herm on W ater District 

of the 

Parish of W ashington, State of Louisiana 
W ashington Parish Police Jury 

Franklinton, Louisiana 

CO M PARATIVE BALANCE SHEET - PROPRIETARY FUND TYPE 
Decem ber 31. 1998 and 1997 

Assets 

Current Assets: 
Cash 

Accounts Receivable, Net 

Accrued Billings 
Due From Rural Utilities Service 

Total Current Assets 
Restricted Assets: 

Cash - R US Depreciation & Contingency Fund 

Cash - RUS Bond Reserve Fund 
Cash - RUS Construction Fund 

Total Restricted Assets 
Property, Plant and Equipm ent: 

Land 

W ater System 

Total Propelly, Plant and Equipm ent 
Less: Accum ulated Depreciation 

Net Property, Plant and Equipm ent 
Other Assets: 
Utility Deposits 

Total Other Assets 

Total Assets 

Liabilities and Fund Equity 
Liabitilies: 

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 accom panying notes are an integral part of these statem ents 

- 21 - 

SCHEDULE 1 

Enterprise Fund 

1996 1997 

2,822 

4,001 
3.456 

10.27~ 

9,659 

9.555 

19.214 

3,890 

1.603.212 
1,607,102 

(72,802) 
1.534.300 

220 

220 

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 

$ 1,564,013 $ 1,642,157 

2,936 $ 
142 

3.078 

1,265 

8,214 

5.205 

14.684 

1,931 
820 

2.751 

455 

6,976 

36.130 

43.561 



 

M ount Herm on W ater District 

of the 

Parish of W ashington, State of Louisiana 

W ashington Parish Police Jury 

Frankiinton. Louisiana 

COM PARATIVE BALANCE SHEET - PRO PRIETARY FUND TYPE 

(Continued) 
Decem ber 31. 1998 and 1997 

Long-Term Liabilities: 
RUS Bonds Payable 

Total Long-Term Liabilities 

Total Liabilities 
Fund Equity: 

Contributed Capital 
Less: Accum ulated Am ortization 

Net Contributed Capital 

Retained Earnings: 
Reserved for RUS Bend Depreciation and Contingency 

Reserv ed for RUS Bond Reserve Fund 

Unreserved - (Deficit) 
Total Retained Earnings (Deficit) 
Total Fund Equity 

Total Liabilities and Fund Equity 

(Concluded) 
The accom panying notes are an integral part of these statem ents 
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SCHEDULE 1 

Enterprise Fund 

1998 1997 

736.795 

736.795 

754.557 

897,287 

(39,056) 
858.231 

9,659 

9,555 

(67,989) 
(48,775) 
809.456 

744.442 

744.442 

790.754 

897,287 

(17,753) 
879.534 

7,169 

7,116 

(42,416) 
(28,131) 
851.403 

$ 1,564,013 $ 1,642,157 



 

M ount Herm on W ater District 
W ashington Parish Police Jury 

Franklinton, Louisiana 

SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN UNRESERVED 
RETAINr'D EARNINGS (BUDGET AND ACTUAL)-PROPRIETARY FUND TYPE 

Year Ended Decem ber 31, 1998 
And Actual for the Year Ended Decem ber 31, 1997 

O perating Revenues 
W ater Sales 
Installation Fees 
Penalties 
Interest Incom e 
M iscellaneous Revenue 
Total O perating Revenues 

Operating Expenses 
O perations and M aintenance - Contract 

Office Expenses 
Utilities 
Insurance 
Accounting 
Repairs and M aintenance 
Postage and Freight 
Bank Charges 
Bad Debts 
M iscellaneous Expense 
Depreciation Expense 

Total O perating Expense 

Net Operating Income (Loss) 

Non-Operaling Revenue (Expenses): 
Interest Expense 

Total Non-Operating Revenue (Expenses) 

Net Income (Loss) 

Am ortization of Contributed Capital 
Increase in Reserve for Contingencies 

(Deficit) Retained Earnings-Unreserved 
January 1, 1998 

(Deficit) Retained Earnings-Unreserved December 31, 1998 

Enterprise Fund 

SHEDULE 2 

1998 
Budget 

71.860 

25,200 
20 

3,800 
2,300 
2,500 
700 

2,800 
350 

40,000 
77.670 

1998 
A~ ua 
66,482 
3,555 
1,383 
510 
387 

72.317 

24,841 
20 

3,718 
2,288 
2,500 
655 

2,481 
294 

40,080 
76.877 

(5,810) (4,560) 

(37,367) 
(37,387) 

$ (43,197) 

The accom panying notes are an integral part of these statem ents 
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(37,387) 
(37,387) 

(41,947) $ 

21,303 

(4,929) 

(42,416) 
$ (67,989) 

Variance- 
Favorable 

(Unfavorable) 
482 $ 
(245) 
(17) 
21o 
27 
457 

359 

82 
12 

45 

319 
56 

(80) 
793 

1.250 

1.250 

1997 
A~ ua 
60,291 
1,570 
525 
302 
120 

62.808 

17,515 
334 

2,808 
1,661 
9,504 
375 
296 
142 

4.888 

32.722 
70.245 

(7,437) 

(36,130) 
(36,130) 

(43,567) 

17,753 
1.646 

(18,248) 
$ (42,416) 



 

M ount Vernon W ater District 
of the 

Parish of W ashington, Louisiana 
W ashington Parish Police Jury 

Franklinton, Louisiana 

CO M PARATIVE SCHEDULE O F CASH FLOW S-PRO PRIETA RY FUND TYPE 
Years Ended Decem ber 31, 1998 and 1997 

Cash Flows from Operating Activities: 

Operating Income (Loss) 
Adjustments to Reconcile Net Operating Income to Net Cash 
Provided by O perating Activities: 

Depreciation 
Changes in Accounls 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 Custom er Deposits Payable 
Changes in Utility 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 Paym ent - RUS Bond 
Interest Paym ents - RUS Bond 

Paym ents 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 accom panying notes are an integral pad of these statem ents 
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SCHEDULE 3 

12/31/98 12/31/97 

(4,560~__ $ (7,437) 

40,080 

662 

(245) 
13,880 

1,005 

(678) 

810 

(30,925~_ 
24.589 

20.029 

(6,409) 
(37,387) 

~  (43,796~  
(23,767) 

45.803 

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 

23.006 

22,036 $ 45,803 



 

M O UNT H ERM O N W A TER DISTRICT 
O F TH E 

PA RISIt O F W A SH ING TO N , LO UISIA NA 
W ashington Parish Police Jury 

Franklinton, Louisiana 

SCH EDULE OF COM PENSATION PAID BOARD M EM BERS 
For the Year Ended Decem ber 31, 1998 

Schedule 4 

The schcdulc of compensation paid board m embers is presented in compliance wifl~ House Concurrcnt Resolution No. 54 
of the 1979 Session of the Louisiana Legislature. 

NAM E 

W endell Sm ith Chairm ml 

Evcrette P, oberts,Vice-Chainnan 

Buddy 1 lohnes, Secretary/Treasurer 

Avant Vernon, Board M ember 

W illiam Estes, Board M em ber 

Board of Conunissioners Address 

W endell Sm ith, Chairman 

Everetie Roberts, Vice-Chairman 

34295 Sunny tlill Rd. 
M r. Hennon, LA 70450 

36095 Tllomas CITer Rd 
M I. Hennon, LA 70450 

Buddy Hohnes, Seerelary/Treasurer 36093 1-1~3,. 38 
M t. Hennon, LA 70450 

Avant Vernon, Board M ember 

W illiam Esles. Board M ember 

27285 M t. Pisgah Rd. 
M r. Herm on, LA 70450 

38009 Bemfie M orris Rd 
M r. tlermon, LA 70450 

The accom panying notes are an integral part of this statem ent 
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Am oun! 

Expires 
Dec. 31, 2001 

Expires 
Dec. 3 l, 2002 

Expires 
D ec. 31, 1999 

Expircs 
Dec. 31, 2000 

Expires 
Dec. 31, 2002 



 

M O UN T H ERM O N W A TER DISTRICT 
O F TH E 

PA RISIt O F W A SH ING TO N, LO U ISIA NA 
W ashington Parish Police Jm ~ 

Franklinton, Louisiana 

SCH EDULE OF INSURANCE 
For the Year Ended Decem ber 31, 1998 

Insurance Company Coverage 

Schedule 5 

Amount Period 

American Central Insurance 
Company 
Policy # M EK490348 

CNA Surcty 
Policy # 6846319(/ 

American Ccntra] ]rJsurance 
Company 
Policy # M EK490298 

Gcneral Aggregate Limit 

(other d~an Products / $200,000 
Completed Operations) 

Products / Completed 
Operations Aggregate Limit 

Personal and Adverting lnjuW 

Each Occurrence Limit 

Fire Dam age Lim it 

Public Official Position 
Schedule Bond: 

President 
Secretar),-Treasurer 

Building 
Personal Property 

The accom panying notes are ml integral part of this statem ent. 
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$200,000 

$100,000 

$100,000 

$ 40,000 
$ 40,000 

$ 9,000 
$ 75.000 

2/01/98 
2/01/99 

1/02/96 Unti 
Canccled 

2/1/98 
2/1/99 



 

M O UN T H ERM O N W A TER DISTRIC T 
O F TH E 

PA RISlt O F W A SH ING TO N , LO UISIA NA 
W asbington Parish Police Jury 

Franklinton, Louisiana 

SCH EDULE O F W ATER CUSTO M ERS 
For tile Year Ended December 31, 1998 

Schedule 6 

As of December 31, 1998, M ount Hennon W ater District had the following number of customers 

Residential 

(;om m ercial 

Total Custom ers 

SCH EDULE OF W ATER RA TES 
For tile Year Ended Decem ber 31, 1998 

266 

7 

273 

At December 31, 1998, M ount Itcm lon W ater District had adopted the following rate schedule 

Category of Service Ratehno 

Residential 

First 2,000 gallons 

Over 2,000 gallons 

C om m erciah 

First 10,000 gallons 

Over 10,000 gallons 

$ 2.50/thsd gallons 

$ 30.00 

$ 2.50/thsd gallons 

The accompmD,ing notes arc an integral part offlais statem ent 
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M O UNT H ERM ON W ATER DISTRICT 
O F TH E 

PA RISH O F W A SH IN G TO N, LO UISIA NA 
W ashington Parish Police Jury 

Franklinton, Louisiana 

Correction A ction Plan for Current Year Audit Findings 

Section l - Internal Control and Com r~liance M aterial to the Financial Statem ents 

Reference N um ber: 98-1 

Description of Finding 

Schedule 7 

]t was noted within Footnole 10 (Year 2000 Issue) of the Notes to the F#Tancial Statements, that the district 
has not inventoried computer systems and other electronic equipment that ~nay be affected by the 3,ear 2000 
Jsst~e, aJ~dt]~atoutsideagcJ~cicst~rocessbillingandaccountingdataforthedistrict. Soflwarcandcomputer 
system s ofoflacr agencies providing se~adces to the district have not been inventoried to determine year 2000 
com pliance. ]n addition, year 2000 compliance m ay be affected by the operation of electrical com ponents 
w ithin utility plants, ltislmknov,'n, as of D ecember 31, 1998,v,,hat effects, if any, failingto rcm ediate any 
such system s will have upon the M ount Hennon W ater District's operations and financial reporting. 

Corrective Action Planned (Response by M anagement) 

The district will maintain contact witb all entities providing services to M ount Hcrmon W ater District and 
will m onitor their efforts to achieve year 2000 compliauce. 

Anticipated Com pletion Date 

W e will check with the above described agencies immediately and throughout the rem ainder of the 3'car to 
detenuine 3,car 2000 compliance for system s and programs that process financial and m anagement data of 
the district. 

Nam e of C ontact Person 

W eb,dell Sm ith, 
34295 Sunny H ill Road 
M t. H crm on, LA 70450 

(504) 877-4263 

Section II - M anas, em enl Letter 

N o findings for Section II 

- 28 - 



 

M O UNT H ERM ON W A TER DISTRICT 
O F TH E 

PA RISH O F W A SH IN G TO N, LO UISIA NA 
W ashington Parish Police Jm T 

Franklinton, Louisiana 

Sum m ary Schedule of Prior Year Audit Findings 
For the Year Ended December 31, 1998 

Section 1 - Internal Control and Com oliance M aterial to the Financial St 

Reference Num ber: 97-1 
Fiscal Year Finding Initially O ccurred: Fiscal Year Ending Decem ber 31, 1997 

Description of FirM ing 

Schedule 8 

It was noted that as of December 31, 1997, M otlnt Hcrm on W ater District has not determ ined the amount of 
tmcollcctible accounts receivable, nor developed an aging of accoan ts receivable. As/>art of the financial audit 
for the fiscal year coding December 31,1998, an aging of accounts receivable was compiled. 1 lowever, it would 
be necessary for M ount tlennon to m anually com pile this information each m onth, in order to have the 
infom mtion needed to determine M lich accounts arc uncollectible. W e recommend that file water dislricl once 
again notify the hilling agent that an aging of accounts, on a m onthly basis, is required for proper m anagement 
and reporting of accounts receivable. 

Corrective Action Planned (Response by M anagement) 

The board of com m issioners of M ount H erm on W ater District will notify fl~e billing agent that an aging of 
accounts receivable m ust be provided as of the end of each billing m onth. 

Corrective action taken: Partially 

Additional Explanation 

Continuing follow-up on this finding will be required to insure that the water district is provided the necessary 
m onthly reports to properly m anage accounts receivable. 

Reference Num ber: 97-2 
Fiscal Year Finding Initially O ccurred: Fiscal Year Ending Decem ber 31, 1997 

Descril)tion of Finding 

As of December 31, 1997, Mount ttennon W ater District reported a deficit of $(42,416) in unreserved rctaincd 
earnings. For the fiscal year ending December 31, 1998, the deficit increased to $(67,989). The bond 
rcquirem ents for the district specify that the water district must "...maintain such ra~es mad collect such fces, 
rents, or other charges for the ser :ices and facilities of the System, and all parts thereof, and to revise the same 
froln tim e to tim e whenever necessary, to pay tile reasonable and necessary expenses of operating and 
m aintaining the system in each year, all reserves or sinking funds required, and all other obligations or 
iudebtedness payable out of the revenues of the System, and which will provide revan ues in each 3,ear, after 
paying all reasonable and necessary expenses of operating and maintaining the System , at least equal to 120% 

- 29 - 



 

M O UNT H ER~'IO N W A TER DISTRICT 
O F TH E 

PA RISH O F W A SH IN G TO N , LO UISIA NA 
W ashington Parish Police Jury 

Franklinton, Louisiana 

Sum m ary Schedule of Prior Year Audit Findings 

(Continued) 

of the largest am ount of principal and interest remaining o11 the bonds in any future fiscal 5'ear...

"
. For the 

fiscal 5'ear ending December 31, 1998, this bond debt coverage factor was 81% , which is below the percentage 
required by applicable bond covenants. Part of the reason for the deficit was that the system was operational 
for only part of file fiscal year 1997, and also that of the 363 required customers, only 273 remained on the 
water system at December 31, 1998. For the fiscal 5,ear ending December 31, 1998, cash decreased by $23,767 
from the prior fiscal year. Since file cash balance at December 31, 1998, was $22,036, ability to service the 
existing loan from the Rural Utilities Sendce could be affected. Although the water district could, upon 
approval of the Rural Utilities Service, utilize reserve fund account balances of $19,214 to sea,,ice debt, 
continuation of current trends, in future years, could cause doubt about the ability of M ount Hcm lon W ater 
District to continue as a going concern . 

W e recom m end that the board of connuissioners contilm c to m onitor revenues and expenses, and consider the 

need for a rate adjustment. 

Corrective Action Planned (Response by M anagement) 

The board ofconunissioners is aware of the need to increase the revenue base for M ount Itennon W ater District. 
W e arc increasing our efforts to bring m ore custom ers into the water system, and a rate study has been 
com pleted for our water district, subsequent to fiscal 3,car end. W e are in the process of reviewing the rate 

study and determining if our water rate schedule should be adjusted. 

Corrective action taken: Partial 

A dditional Explanation 

Continuing follow-up on this finding will be required until M ount Hennon W ater District gcnelatcs m ore funds 
to operate the water district. 

Section 11 - M anapem ent Letter 

Reference Nuinber: 96M -1 
Fiscal Y ear of Initial M anagem ent Recom m endation: Fiscal Year Ending 12131196 

Description of Finding 

W e noted in the m anagem ent letter for the fiscal year ended December 31, 1996, that the fidelity bond of the 
billing agent should be checked to detennine if it also provides coverage for M ount Itcnnon W ater 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 issned in the nmne of the billing agent. Initial indications were that fidelity bonds for billing 
agents protect the interests ofthe district. However, fl~e fidelity bond provisions indicate that "...The property 
covered under this insurmlce is limited to property that you own or hold; or for which you arc legally liable. 

However, this insurmlce is for 3,our benefit only." Upon review by the State Rural Utilities Self,ice office, the 
following opinion was issued 
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M O UNT H ERM O N W A TER D ISTRICT 
O F TH E 

PA RI SH O F W A SH IN G TO N , LO UISIA NA 
W ashington Parish Police Jury 

Frankliuton, Louisiana 

Sum m ary. Schedule of Prior Year A udit Findings 

(Continued) 

In reviewing this matter wid~ OGC, the fidelity bond requirements of our procedure must be met at a 
m ininm n~. Therefore, Rural Developm ent must be nam ed as co-obligce and the agreem ent between the 
borrower and the billing agent must state that the billing agent is liable for the collections received

. This 
contract should also be specifically referenced in the fidelity bond. Therefore, the borrower is protected in 
accordance with RUN Instructions. 

W e recommend that the water district immediately notify the billing agent of the above bond requirements
, and 

follow-up to determine that their interests are protected. 

Corrective Action Planned (Response by M anagement) 

W e will forward the above bond requirements to our billing agent
, and will follow-up on recomm ended changes 

in bond policy provisions, and changes in our contract with the billing agent. 

Corrective action takeu: Partially 

A dditional Explanation 

Corrective action is listed as partial until flae water district determ ines that their interests are protected 
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REPO RT O N CO M PLIANCE AND O N INTERNAL CO NTROl, OVER FINANCIAL REPO RTING 
BASED ON AN AUDIT OF COM PONENT UNIT FINANCIAL STATEM ENTS PERFORM ED IN 

A CCO RDANCE W ITH G OVERNM ENT AUDITING STANDA RDS 

To the Board of Conunissioners 
M ount Hcnnon W ater District of the 

Parish of W ashington, Louisiana 
W ashinglon Parish Police Jury 
Franklinton, Louisiana 

W e have audited the component unit financial statem ents of the M ourtt Herm ou W ater District of the Parish of 
W ashington, Louisiana, as of and for the year ended December 31, 1998, and have issued our report thcreon dated 
April 5, 1999, which was qualified because insufficient audit evidence exists to support the M ount tlcrm on W ater 
District's disclosure with respect to tlre Year 2000 Issue. W e conducted our audit in accordance with generally aeccpted 
auditing standards applicable to financial audits contained in GovernmentA uditing Standards, issued by the Comptroller 
General of the United States. 

Com pliance 
As part of obtaining reasonable assurance about M mther M ount Hennon W ater District of the Parish of W ashington, 
Louisiana's financial statem ents are free ofmateriaI m isstatem ent, we performed tests of its conJiJliance with certain 
provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and m aterial 
effect on tire determ ination of financial statem ent am ounts. H owever, providing an opinion on com pliance w ith those 

provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our 
tested disclosed i~stances~f~ nc~mp~iancethatarerequiredt~berep~rt~dunderG~vernmen~Audi~ingS~andards 
which are described in the Suummry Schedule of Prior Year Audit Findings as Reference Nunaber 97-1, and 97-2. 

Internal Control O ver Financial Reporting 
In planning and perform ing our audit, we considered M ount Hennon W ater District of the Parish of W ashington, 
Louisiana's internal control over financial reporting in order to determine our auditing procedures for the puqm se 
of expressing our opinion on the financial statclnents and not to provide assurance on the irrtem al control over 
financial reporting. Our consideration of the internal control over financial reproving would not necessarily disclose 
all m atters in the intern al control over finaucial reporting that m ight be m aterial wealm esses. A m aterial weakness 
is a condition in which tire design or operation of one or m ore of the intern al corrtrol components does not reduce to 
a low level the risk that m isstatements in am ounts that would be m aterial in relation to the financial statem ents being 
audited m ay occur and not be detected within a tim ely period by employees in the norm al course of perfora ting their 
assigned functions. W e noted no m atters involving the intern al control over financial reporting aud its operation that 
we consider to be m aterial weaknesses. However, we noted other matters flwolving flae internal control over financial 
reporting that we have repro ted to management in the Corrective Action Plan for Current Year Audit Findings as 
Reference Nmnber 98-1, and Reference Number 96-M 1 in the Sunuuary Schedule of Prior Audit Findings. 
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Board of Com m issioners 
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This repot1 is inlended solely for the information & m anagement, the Legislative Auditor, and the USDA Rural Utilities 
Scin,ice. However, this report is a lnatter of public record mad its distribution is not lim ited, 

(3c~ ~j  
Bra ce Harrell and Company, CPAs 
A Professional A ccounting Corporation 

April 5, 1999 
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