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We have compiled the accompanying financial statements ofthe business-type activities ofthe Mount Hermon 
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Mount Hermon Water District 

Management's Discussion and Analysis 
As of and for tiie Year Ended December 31,2009 

Introduction 

The Mount Hermon Water District (the District) is pleased to present its Annual Financial Statements developed 
in compliance with Govemmental Accounting Standards Board Statement No. 34, Basic Financial Statements -
Management's Discussion and Analysis - For State and Local Governments (GASB 34), and related standards. 

The District's discussion and analysis is designed to (a) assist the reader m focusing on significant financial 
issues, (b) provide an overview of tiie District's financial activity, (c) identify changes in the District's financial 
position, (d) identify any significant variations from the District's financial plan, and (e) identify individual fund 
issues or concems. 

Since Management's Discussion and Analysis (MD&A) is designed to focus on the current year's activities, 
resulting changes, and currently known facts, please read it in conjunction with the District*s financial statements 
in this report. 

Financial Highlights 

• 

• 

At December 31, 2009, total assets were $1,327,545, and exceeded liabiHties in the amount of $662,851 
(i.e., net assets). Ofthe total net assets, $102,319 was unrestricted and available to support short-term 
operations. 

The District's operating expenses, other than depreciation expense, increased by $7,362 to $77,520 as 
compared to $70,158 for the prior fiscal year. The increase is due primarily to increases in contract costs 
of operation and billing. 

Total long-term debt decreased as a result of payments on principal, decreasing from $650,495 at 
December 31,2008 to $63 8,33 7 December 31, 2009. 



Mount Hermon Water District 

Management's Discussion and Analysis 
As of and for the Year Ended December 31,2009 

Overview ofthe Annual Financial Report 

Management's Discussion and Analysis (MD&A) serves as an introduction to the basic financial statements and 
supplementary information. The MD&A presents an overview of management's examination and analysis of 
Mount Hermon Water District's financial condition and performance. 

The financial statements report information on the District using full accrual accounting methods similar to those 
used in the private business sector. Financial statements include the Balance Sheet, Statement of Revenues, 
Expenses, and Changes in Net Assets, and the Statement of Cash Flows. The Balance Sheet provides information 
about the nature and amount of the District's resources and obligations at year-end, and provides a basis for 
evaluating the capital structure ofthe District and assessing the liquidity and financial fiexibility ofthe District. 

The Statement of Revenues, Expenses, and Changes in Net Assets, accounts for the revenues and expenses for the 
fiscal year, and provides information on how net assets changed during the year. This statement measures the 
success ofthe District's operations in a format that can be used to determine if the District has recovered its costs 
through user fees and other charges. 

The Statement of Cash Flows reports cash receipts, cash payments, and net changes in cash resulting from 
operations, investing, and financing activities, and provides information on the source of cash receipts, what the 
cash was used for, and the total change in cash for the reporting period. 

The notes to the financial statements provide required disclosures essential to an understanding of the financial 
statements. The notes present information about the District's accounting policies, significant account balances 
and activities, commitments, contingencies, and subsequent events, if any. Supplementary information includes a 
comparative budget schedule, key information schedules on operation ofthe District. 

Financial Analysis 

The purpose of financial analysis is to help determine whether Mount Hermon Water District is better off as a 
result ofthe current year's activities. In this analysis, data from two ofthe basic financial statements, the Balance 
Sheet, and the Statement of Revenues, Expenses, and Changes in Net Assets, are presented below in condensed 
format. These statements report the net assets, the difference between assets and liabilities, and the change in net 
assets, which provides information for indicating the financial condition of the District. Following (hese 
statements is a separate schedule summarizing and analyzing budget changes for the current fiscal year. 



Mount Hermon Water District 

Management's Discussion and Analysis 
As of and for the Year Ended December 31,2009 

Condensed Balance Sheet 
2009 and 2008 

Assets: 
Current and Other Assets $ 
Capital Assets _ 

Total Assets _ 

Liabilities: 
Long-Term Debt Outstanding 
Other Liabilities 

Total Liabilities 

Net Assets: 
Invested in Capital Assets, Net of Related Debt 
Restricted for Capital Activity and Debt Service 
Unrestricted 

Total Net Assets $_ 

2009 

201,915 $ 
1.125,630 
1,327,545 . 

638337 
26357 

664,694 

485,019 
75,513 

102319 
662,851 $ 

Restated 
2008 

187,824 $ 
1,153,209 
1341,033 

650,495 
24,101 

674,596 

500397 
70,719 
95,321 

666,437 $ 

Dollar 
Change 

14,091 
(27,579) 
(13,488) 

(12,158) 
2,256 

(9,902) 

(15378) 
4,794 
6,998 

(3,586) 

Percentage 
Change 

7.50% 
-2.39% 
-1.01% 

-1.87% 
9.36% 

-1.47% 

-3.07% 
6.78% 
7.34% 

-0.54% 

The significant changes in the condensed balance sheet from 12/31/08 to 12/31/09 were created by a decrease in 
capital assets fix)m depreciation expense of $41,535, payments to reduce long term debt of $12,158, and a eight 
percent increase in restricted cash held at year end. The change "m the composition of net assets can be seen above 
to correlate with the decrease in value ofthe investment in capital assets from depreciation and payments on the 
long term debt related to those assets to shif̂  into unrestricted. The total decrease in net assets for the year was 
$(3,586). 



Mount Hermon Water District 

Management's Discussion and Analysis 
As of and for the Year Ended December 31,2009 

Condensed Statement of Revenues, Expenses and Changes in Net Assets 
2009 and 2008 

Revenues: 
Operating Revenues 
Nonoperating Revenues 

Total Revenues 

Expenses: 
DeprecBtfon Expense 
Otiier Operating Expense 
Nonoperating Expense 

Total Expenses 

Changes in Net Assets 
Beginning Net Assets 
Ending Net Assets 

Year ended 
December 
31*2009 

147,078 $ 
616 

147,694 

41,535 
77,520 
32,225 

151,280 

(3,586) 
666,437 
662,851 $ 

Restated 
Yearended 
December 
31,2008 

125,815 $ 
3,803 

129,618 

40,532 
70,158 
32,815 

143,505 

(13,887) 
680324 
666,437 $ 

Dollar 
Change 

21,263 
(3,187) 
18,076 

1,003 
7362 
(590) 

7,775 

10301 
(13,887) 
(3,586) 

Percentage 
Change 

16.90% 
-83.80% 
13.95% 

2.47% 
10.49% 
-1.80% 
5.42% 

74.18% 
-2.04% 
-0,54% 

While the Balance Sheet shows the change in financial position of net assets, the Statement of Revenues, 
Expenses, and Changes in Net Assets provides answers to the nature and scope of these changes. The above table 
gives an indication of how Mount Hermon Water District is being conservatively managed. 

Total "Operating Revenues" (including water sales and revenues related to providing water and related services to 
customers) increased approximately seventeen percent with water sales comprising $18,800 ofthe total increase. 
Nonoperating revenues decreased due to interest revenue declining based on interest rates earned on cash held 
during the period. 

Operating expenses increased fixjm operating and maintenance contract expenses by approximately $6,800 or 
16% and repairs and maintenance decreased by $ 1,020. 

The District maintained a net decrease in net assets of $(3,586), while the number of total customers increased 
approximately three percent. 



Mount HermoD Water District 

Management's Discussion and Analysis 
As of and for the Year Ended December 31,2009 

Budgetary Highlights 

Mount Hermon Water District adopts an annual operating budget in accordance with requirements of the United 
States Department of Agriculture, Rural Utilities Service. This budget provides an estimate for the current fiscal 
year ofthe prx)posed expenditures and the revenues that will finance the operations ofthe District. The operating 
budget is adopted before the end ofthe prior fiscal year, and is amended by the Board of Commissioners after 
review of monthly budget-to-actual financial reports. A summary ofthe approved budget is presented below in a 
condensed format summarizing major revenue and expenditure categories, and is followed by analysis of 
significant variations between budget and actual amounts. Although not presented as a part ofthe basic financial 
statements, a more detailed schedule is also presented in "Schedule 1 - Budgetary Comparison Schedule", as 
supplementary information, following the foomotesto the financial statements. 

Budget vs . Actual - Fiscal Year ended December 31,2009 

Revenues: 
Operating Revenues 
Nonoperating Revenues 

Total Revenues 

Expenses: 
Depreciation Expense 
Other Operating Expense 
Nonoperating Expense 

Total Expenses 
Change in Net Assets $ 

Budget 
Year ended 
December 
31.2009 

142,783 
3,000 

145.783 

40,080 
72,240 
32,511 

144,831 
952 

Actual 
Year ended 
December 
31,2009 

$ 147,078 $ 
616 

147,694 

41,535 
77,520 
32,225 

151,280 
$ (3,586) $ 

Favorable 
(Un&vorable) 

Variance 

4,295 
(2384) 
1,911 

(1,455) 
(5,280) 

286 
(6,449) 
(4,538) 

11 



Mount Hermon Water District 

Management's Discussion and Analysis 
As of and for the Year Ended December 31,2009 

Other Significant Trends and Account Changes 

Included within this section is first a listing and analysis of general trends and operating data affecting the 
operation ofthe District. This is followed by an analysis of any significant account changes, not included within 
other sections ofthe Management's Discussion and Analysis. 

General Operating Data 

Customers 
Resklential 
Commercial 

Total Customers 

December 
31,2009 

333 
26_ 

359 

December 
31, 2008 

325 
^ 

348 

Increase 
(Decrease) 

8 
3_ 

11 

Revenue and Expense Data Per Customer 

Water Sales 
Operating Revenues 
Total Revenues 
Operating Expenses 
Total Expenses 

Restated 
December 
31,2009 

31.19 
409.69 
34.28 

331.63 
35.12 

December 
31 

$ ' 
,2008 

27.68 
361.54 
31.04 

318.07 
34.36 

Increase 
(De 

$ 
crease) 

3.51 
48.15 
3.24 

13.56 
0.76 

12 



Mount Hermon Water District 

Management's Discussion and Analysis 
As of and for the Year Ended December 31,2009 

One key measure of a water district's profitability, and the ability to generate positive cash flows, is the ability of 
the water system to collect accounts receivable on a timely basis. Presented below is an aged receivable listing 
for the fiscal years ending December 31, 2009 and 2008. 

Accounts Receivable 
Current 
31-60 Days Past Due 
61-90 Days Past Due 
Over 90 Days Past Due 

Subtotal 
Allowance for Uncollectible Accounts 

Net Accounts Receivable 

-

$ 

Year Ended 
December 
31, 2009 

7,406 
1,852 

9,258 
(825) 
8,433 

-

Restated 
Year Ended 
December 
31,2008 

5,550 
825 

6,375 
(825) 
5,550 

$ 

$ 

Increase 
(De crease) 

1,856 
1,027 

2,883 

2,883 

Capital Assets and Debt Administration 

Capital Assets 

At tiie end ofthe fiscal year ending December 31, 2009, Mount Hermon Water District had $1,125,630 (net of 
accumulated depreciation) recorded in capital assets. This includes water systems and improvements, investment 
for storage for water system equipment and supplies, and land owned by the District. The changes in capital 
assets are presented in the table below. 

Capital Assets 
Land 
Utility System 

Subtotal 
Less: Accumulated Depreciatfon 

Net Capital Assets 

December 
31,2009 

3,890 
1,637332 
1,641,222 
(515,592) 

December 
31,2008 

3,890 
1,623376 
1,627,266 
(474,057) 

$ 1,125,630 $ 1,153,209 $ 

Increase 
(Decrease) 

13,956 
13,956 

(41,535) 
(27,579) 

Percentage 
Change 

0.00% 
0.86% 
0.86% 

-8.76% 
-2.39% 

13 



Mount Hermon Water District 

Management's Discussion and Analysis 
As of and for the Year Ended December 31,2009 

Long-Term Debt 

The primary source of long-term financing for Mount Hermon Water District water system improvements is a 
revenue bond financed by the United States Department of Agriculture, Rural Utilities Service (RUS). The sole 
issue consists of 1996 Water Revenue bonds witii a principal balance of $638,337 at December 31, 2009. These 
bonds mature on February 6,2036 and were issued at an interest rate of 5.0%, with a term of 40 years. 

Bonds financed for Mount Hermon Water District require a specific debt to net income ratio. Specifically, bond 
covenants require: 

The issuer. Mount Hermon Water District, covenants to fix, establish, and maintain such rates and collect 
such fees, rents, or other charges for the services and facilities ofthe System, and all parts thereof, and to 
revise the same from time to time whenever necessary, to pay the reasonable and necessary expenses of 
operating and maintaining the system in each year, all reserves or sinking funds required, and all other 
obligations or indebtedness payable out ofthe revenues ofthe System, and which will provide revenues in 
each year, after paying all reasonable and necessary expenses of operating and maintaining the System, at 
least equal to 120% of the largest amount of principal and interest maturing on the bonds in any future 
fiscal year and on any parity bonds issued thereafter. 

For the fiscal year ending December 31, 2009, the bond debt coverage factor was 158%, which is above the 
percentage required by the bond covenant of 120%, as compared to 168% for the fiscal year ending December 31, 
2008. 

Future Economic Plans 

The Mount Hermon Water District's management approach is conservative, The Board of Commissioners 
actively monitors revenues and expenses and evaluates the costs of proposed expansion projects. At present there 
are no plans for any distribution line expansion. The board's emphasis is on managing operating expenses. These 
plans are anticipated to result in lower utility bills for customers and to only approve rate increases when 
necessary to pay operating expenses and fund water revenue bond requirements. 

14 
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Mount Hermon Water District 
Comparative Balance Sheet 

As of Decembers] , 2009 and 2008 

Assets 
Current Assets: 

Cash and Cash Eqidvalents 
Receivables, Net : 

Accounts 
Unbilled 

Prepaid IiBurance 
Total Current Assets 

Restricted Assets: 
Restricted Cash and Cash Eqidvalents 

Customer Deposits 
Bond Reserve Account - RUS 
Bond Contit^ncy Account - RUS 

Total Restricted Assets 

Property, Plajit, and Equipment 
Land 
Property, Plant and Equipment, Net 

Total Propwty, Pbint, and Equipment 

Other Assets 
Utifty Deposits 

Total Otiier Assets 

Total Assets 

Liabilities 
Current Liabilities (Payable From Current Assets): 

Accounts Payable 
Other Accrued Payables 

Total Cunent Liabilities (Payable From Current Assets) 

Current Liabilities (Payable From Restricted Assets): 
CustonKT Deposits 
Revenue Bonds Payable 
Accrued Interest Bonds - RUS 

Total Current Liabilities (Payable From Restricted Assets) 

Lor^ Term Liabilities: 
Bonds Payable 

Total Long Term LiabiHties 

Total Uabilities 

Net Assets 
Invested in Capital Assets, Net of Related Debt 
Restricted for: 

Coital Projects and Debt Service 
Unrestricted 

Total Net Assets 

See accompai^ing notes and accountant's report 

2009 

95.133 $ 

485,019 

75,513 
102,319 

Statement A 

Restated 
2008 

90,035 

8,433 
6,978 
1,875 

112,419 

13,764 
39,799 
35.713 
89,276 

3,890 
1,121,740 
1,125,630 

220 
220 

1,327,545 

8.695 
1,625 

10,320 

13,763 
12,800 
2,274 

28,837 

625,537 
625,537 

664,694 

5,550 
7,189 
2.267 

105,041 

11,844 
37,426 
33,293 
82,563 

3,890 
1,149.319 
1,153,209 

220 
220 

1,341.033 

7.560 
2.380 
9,940 

11,844 
12,177 
2,317 

26.338 

638,318 
638.318 

674,596 

500,397 

70,719 
95,321 

662.851 $ 666,437 

16 



Statement B 
Mount Hermon Water District 

Comparative Statement of Revenues, Expenses, and Changes in Net Assets 

For the years ended December31,2009 and 2008 

Operating Revenues 
Water Sales 
Installation Fees 
Penalties 
Other 

Total Operating Revenues 

Operating Expenses 
Bad Debts 
Operations and Maintenance - Contract 
Depreciatbn 
Insurance 
Mibage 
Other 
Professional Fees 
Repairs and Maittenance 
Supplies 
Utilities 

Total Operating Expenses 

Operating Income (Loss) 

Nonoperatii^ Revenues (Expenses) 

Interest Income 
Interest ETqsense 

Total Nonoperating Revenues (Expenses) 

Change in Net Assets 
Total Net Assets, Beginning 
Total Net Assets, Ending 

See accompanying notes and accountant's report. 

2009 

134,385 $ 
7,830 
3,859 
1,004 

147,078 

679 
50,330 
41,535 

6,107 
6,000 

754 
4,000 
1,280 

676 
7,694 

119,055 

28,023 

616 
(32,225) 
(31,609) 

(3,586) 
666,437 
662,851 $ 

Restated 
2008 

115,585 
5,990 
3,320 

920 
125,815 

704 
43,532 
40.532 

5,121 
6,000 

825 
3,650 
2,300 

-

8,026 
110,690 

15,125 

3,803 
(32,815) 
(29,012) 

(13,887) 
680,324 
666,437 

17 



statement C 
Mount Hermon Water District 

Comparative Statement of Cash Flovts 
Proprietaiy Fund TVpe 

For the years ended December 31,2009 and 2008 

Cash Flows I<Vom Operating Activities 
Received From Customers $ 
Received for Meter Deposit Fees 
Other Rece9)ts 
Payments for Operations 

Net Cash Provided by Operating Activities 

Cash Floats From Capital and Related Financing Activities 
(Payments for) Capital Acquisitions 
Principal Proceeds from (Repayments for) Long Term Debt 
Interest Payments for Long Term Debt 

Net Cash (Used) by Capital and Related Financing Activities 

Cash FloMs From Investing Activities 
Receqjt of Interest 

Net Cash Provided by Investing Activities 

Net Cash Increase (Decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents, Beginning of Year 
Cash and Cash Equivalents, End of Year $ 

Reconciliation of Cash and Cash Equivalents to the Statement of Net 
Assets: 

Cash and Cash Equivalents, Unrestricted $ 
Cash and Cash Equivalents, Restrfcted 

Total Cash and Cash Equivalents $ 

(Continued) 
See accompanying notes and accountant's report. 

2009 

Restated 
2008 

131,713 $ 

1,919 

12,693 

(76.748) 

69,577 

(13,956) 

(12,158) 

(32,268) 

(58.382) 

616 

616 

11,811 

172,598 

184,409 $ 

95,133 $ 

89,276 

184,409 $ 

122,259 

996 

10,230 

(68,918) 

64,567 

(20,164) 

(11,570) 

(32,856) 

(64,590) 

3,803 

3,803 

3.780 

168,818 

172,598 

90,035 

82,563 

172,598 



Statement C 

Mount Hennon WaterDistrict 
Comparative Statement of Cash FIOVKS 

Proprietaiy Fund Type 
For the year ended December 31,2009 

Restated 
12/31/09 12/31/08 

RecoDciliation of Operating Income (Loss) to Net Cash Provided (Used) 
by Operating Activities 

Operating Income (Loss) $ 28.023 $ 15,125 
Adjustments to Reconcile Operating Income (Loss) to Net Cash Provided 
by Operating Activities: 

Depreciation 
(Increase) decrease in Accounts Receivable 
(Increase) decrease in Prepaid Insurance 
Increase (decrease) in Accounts Payable 
Increase (decrease) in Accrued Expenses 
Increase (decrease) in Customer Deposits 

Net Cash Provided by Operating Activities 

41.535 
(2,672) 

392 
1,135 
(755) 

1,919 
69,577 $ 

40.532 
6,674 

(1.342) 
1,659 

923 
996 

64,567 

(Conckied) 
See accompanying notes and accountant's report. 

19 



Mount Hermon Water District 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2009 

Introduction 

Mount Hermon Water District ofthe Parish of Washington. State of Louisiana was established July 23, 
1986, by an ordinance ofthe Washington Parish Council. The ordinance, enacted pursuant to Chapter 8 
of Thle 33 ofthe Louisiana Revised Statutes of 1950, and other constitutional and statutory authority 
supplemented thereto, describes and defines the boundaries ofthe water district, and provides for a five 
member goveming board of commissioners appointed by the Washington Parish Council. 

Moimt Hermon Water District was thus created and constitutes a public corporation and political 
subdivision ofthe State of Louisiana, and has all the power and privileges granted by the constitution and 
stamtes of this state to such subdivision, including the authority to incur debt, to issue bonds, and to levy 
taxes and assessments. 

Construction of the water system plant and equipment for the water system was financed under a 
loan/grant program from the United States Rural Utilities Service (RUS) office, with construction 
completed in March, 1997. Mount Hermon Water District, as of December 31, 2009, serves 359 water 
customers. The District contracts the operation and maintenance ofthe water system, including billings 
of water customers, to an outside agent. 

GASB Statement No. 14, The Reporting Entity, established criteria for determining the governmental 
reporting entity and component units that should be included within the reporting entity. Under 
provisions of this Statement, the Mount Hermon Water District is considered a component unit ofthe 
Washington Parish Council. 

1. Summary of Significant Accounting Policies 

A. Measurement Focus and Basis of Accounting and Financial Statement Presentation 

The District's financial statements are prepared on the full accrual basis in accordance with accounting 
principles generally accepted in the United States of America. The District applies all Govemmental 
Accounting Standards Board (GASB) pronouncements as well as Financial Accounting Standards Board 
(FASB) statements and interpretations, and the Accounting Principle Board (APB) ofthe Committee On 
Accounting Procedure, issued on or before November 30, 1989, unless those pronouncements conflict or 
contradict with GASB pronouncements. 

These fmancial statements are presented in conformance with GASB Statement No. 34, Basic Financial 
Statements, Management's Discussion and Analysis, for State and Local Governments. Statement No. 34 
estabhshed standards for financial reporting, with presentation requirements including a statement of net 
assets (or balance sheet), a statement of activities and changes in net assets, and a statement of cash flows. 
The District has also adopted the provisions of GASB Statement No. 33, Accounting and Financial 
Reporting for Nonexchange Transactions, that require capital contributions to the District be presented as 
a change in net assets. 

All activities ofthe District are accounted for in a single proprietary (enterprise) fund. Proprietary funds 
are used to account for operations that are financed and operated in a manner similar to private business 
enterprise, where the intent ofthe governing authority is that the cost (expenses, including depreciation) 
of providing services on a continuing basis be financed or recovered primarily through user charges. 

20 



Mount Hermon Water District 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2009 

Under the accrual basis of accounting, revenues are recognized when earned and expenses are recognized 
at the time liabilities are incurred. 

The term measurement focus denotes what is being measured and reported in the District's operating 
statement. Financial operations of the District are accounted for on the flow of economic resources 
measiu^raent focus. With this measurement focus, all ofthe assets and liabilities, available to the District 
for the purpose of providing goods and services to the public, are included on the balance sheet. The 
activity statement includes all costs of providing goods and services during the period. 

Proprietaiy funds distinguish operating revenues and expenses from non-operating items. Operating 
revenues and expenses generally result from providing services and producing and delivering goods in 
connection with a proprietary fund's principal ongoing operations. The principal operating revenues of 
the proprietary funds are user charges for the services provided by the enterprise funds. Operating 
expenses for enterprise funds and intemal service funds include the cost of sales and services, 
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this 
definition are reported as non-operating revenues and expenses. 

Wlien both restricted and unrestricted resources are available for use, it is the District's policy to use 
restricted resources first, then muestricted resources as they are needed. 

B. Cash and Cash Equivalents and Investments 

Cash includes amounts in demand deposits, interest-bearing demand deposits, and money market 
accounts. Cash equivalents include amounts in time deposits, the Louisiana Asset Management Pool 
(LAMP) and those investments with original maturities of 90 days or less. Under state law, the District 
may deposit funds in demand deposits, interest-bearing demand deposits, money market accounts, or time 
deposits with state banks organized under Louisiana law or any other state of tiie United States, or under 
the laws ofthe United States. 

C. Investments 

Investments are limited by Louisiana Revised Statute (R.S.) 33:2955 and the District's investment policy. 
If the original maturities of investments exceed 90 days, they are classified as investments; however, if 
the original maturities are 90 days or less, they are classified as cash equivalents. 

The following disclosures are required by GASB Statement No. 31: 

• The District uses the quoted market prices to estimate the fair value ofthe investments. 
• None ofthe investments are reported at amortized cost 
• There Is no involuntary participation in an external investment pool. 

At December 31,2009, Mount Hermon Water District had no investments. 



Mount Hermon Water District 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2009 

D. Inventories 

Purchases of various operating supplies are regarded as expenditures at the time purchased, and 
inventories of such supplies (if any) are not recorded as assets at the close ofthe fiscal year. 

E. Prepaid Items 

Payments made to vendors that will benefit periods beyond the end of the current calendar year are 
recorded as prepaid items. Prepaid items consist of prepaid insurance premiums. 

F. Restricted Assets 

Certain proceeds of the enterprise fund revenue bonds, as well as certain resources set aside for their 
repayment, are classified as restricted assets because their use is limited by applicable bond covenants. 

The District also holds cash for customer meter deposits and records an equal liability for these amounts. 

G. Capital Assets 

Capital assets ofthe District are defined by the District as assets with an inhial, individual cost of more 
than $500, and an estimated usefiil life in excess of one year. Capital assets are recorded at either 
historical cost or estimated historical cost. Donated assets, including water systems donated for continued 
maintenance by the District, are valued at their estimated fair market value on the date donated. 
Depreciation of all exhaustible fixed assets is charged as an expense against operations. 

All capital assets, other than land, are depreciated using the straight-line method over the following useful 
lives: 

Description Estimated Lives 
Utility System 20 to 40 Years 

The costs of normal maintenance and repairs that do not add to the value ofthe asset or materially extend 
asset lives are not capitalized. 

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest 
incurred during the construction phase of capital assets is included as part ofthe capitalized value ofthe 
assets constructed. 

H. Compensated Absences 

At December 31,2009, the District did not have employees that accumulate or vest benefits. 
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Mount Hermon Water District 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2009 

I. Long-Term Obligations 

Long-term liabilities are recognized within the Enterprise Fund. Bond premiums and discounts, as well 
as issuance costs, are deferred and amortized over the life ofthe bonds. Bonds payable are reported net of 
the applicable bond premium or discount. Bond issuance costs are reported as deferred charges and 
amortized over the term ofthe related debt. 

J. Net Assets 

GASB Statement No. 34, Basic Financial Statements, Management's Discussion and Analysis, for State 
and Local Governments, requires classification of net assets, the difference between the District's assets 
and liabilities, into three components, as described below: 

• Invested in capital assets, net of related debt - This component of net assets consists of capita! 
assets, including restricted capital assets, net of accumulated depreciation and reduced by the 
outstanding balances of any bonds, or indebtedness attributable to the acquisition, construction, or 
improvement of those assets. If there are significemt unspent proceeds at year-end, the portion of 
the debt attributable to the unspent proceeds is not included in the calculation of invested in 
capital assets, net of related debt. Rather, that portion ofthe debt is included in the same net asset 
calculation as unspent proceeds. 

• Restricted - This component of net assets consists of constraints placed on net asset use through 
extemal constraints imposed by creditors (such as through debt covenants), grantors, contributors, 
or laws or regulations of other governments or constraints imposed by law through constitutional 
provisions or enabling legislation. 

• Unrestricted - This component of net assets consists of net assets that do not meet the definition 
of ̂ Vestricted" or "invested in capital assets, net of related debt". 

K. Comparative Data/Reclassifications 

Certain amounts presented in the prior year data have been reclassified in order to be consistent with the 
current year's presentation. 

L. Extraordinary and Special Items 

Extraordinary items are transactions or events that are both unusual in nature and infrequent in 
occurrence. Special items are transactions or events within the control ofthe District, which are either 
unusual in nature or infrequent in occurrence. 

M. Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America require management to make estimates and assumptions that affect the reported 
amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reported period. 
Actual results could diifer from those estimates. 
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Mount Hermon Water District 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2009 

2. Cash and Cash Equivalents 

At December 31,2009, the District has cash and cash equivalents (book balances) as follows: 

Demand Deposits $ 17,618 
Louisiana Asset Management Pool (LAMP) 166,791 

$ 184,409 

These deposits are stated at cost, which approximates market. Under state law, these deposits (or the 
resulting bank balances) must be secured by federal deposit insurance or the pledge of seciu'ities owned 
by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance 
must at all times equal the amotmt on deposit with the fiscal agent. These securities are held in the name 
ofthe pledgmg fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. 

At December 31, 2009, the district has $15,380 in deposits (collected bank balances), all consisting of 
demand deposits. These deposits are fully secured from risk by federal deposit insurance. 

In accordance with GASB Codification Section 150.165, the assets held in LAMP at December 31, 2009, 
are not categorized in the three investment risk categories provided by GASB Codification Section 
150.164 because the investment is in the pool of funds and therefore not evidenced by securities that exist 
in physical or book entry form. LAMP is administered by LAMP, Inc., a nonprofit corporation organized 
under the laws ofthe State of Louisiana, which was formed by an initiative ofthe State Treasurer in 1993. 
The corporation is govemed by a board of directors comprising the State Treasurer, representatives from 
various organizations of local government, the Govemment Finance Office Association of Louisiana, and 
the Society of Louisiana CPAs. Only local governments having contracted to participate in LAMP have 
an investment interest in its pool of assets. The primary objective of LAMP is to provide a safe 
environment for the placement of public funds in short-term, high-quality investments. The LAMP 
portfolio includes only securities and other obligations in which local govemments in Louisiana are 
authorized to invest. Accordingly, LAMP investments are restricted to securities issued, guaranteed, or 
backed by the U. S. Treasury, the U. S. Government, or one of its agencies, enterprises, or 
instrumentalities, as well as repurchase agreements collateralized by those securities. 

The dollar weighted average portfolio maturity of LAMP assets is restricted to not more than 90 days, and 
consists of no securities witii a maturity in excess of 397 days. LAMP is designed to be highly liquid to 
give its participants immediate access to their account balances. TTierefore, LAMP is considered a cash 
equivalent. 

3. Investments 

Investments are categorized into these three categories of credit risk: 

1. Insured or registered, or securities held by the District or its agent in the District's name. 

2. Uninsured and unregistered, with securities held by the counterparty's trust department or 
agent in the District's name. 

3. Uninsured and unregistered, with securities held by the counterparty, or by its trust 
department or agent but not in the District's name. 
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Mount Hermon Water District 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2009 

In accordance with GASB 31, Accounting and Financial Reporting for Certain Investments and for 
Extemal Investment Pools, all investments are carried at fair market value when held, with the estimated 
fair market value based on quoted market prices. The District did not hold any investments at December 
31.2009. 

4. Receivables 

The following is a summary of receivables at December 31,2009 and 2008: 

Accoimts Receivable 
Current 
31-60 Days Past Due 
61-90 Days Past Due 
Over 90 Days Past Due 

Subtotal 
Allowance for Uncoltectible Accounts 

Net Accounts Receivable 

-

$ 

-

$ 

Year Ended 
December 
31, 2009 

7,406 
1,852 
-
-

9,258 
(825) 
8,433 

-

$ 

-

$, 

Restated 
Year Ended 
December 
31, 2008 

5,550 
825 
-
-

6375 
(825) 
5,550 

$ 

$ 

Increase 
(Decrease) 

1,856 
1,027 

-
-

2.883 
-

2.883 

All customer receivables are reported at gross value and reduced by the portion that is expected to be 
uncollectible. Periodically, the board reviews the aging of receivables and determines the actual amount 
uncollectible. Per board approval, uncollectible amounts are written off against accounts receivable, and 
the allowance for doubtful accoimts is adjusted to a reasonable estimate of uncollectibility. 

Estimated unbilled revenues (accrued billings) are recognized at the end of each fiscal year on a pro-rata 
basis. The estimated amount is based on billing during the month following the close ofthe fiscal year. 
At December 31,2009, accrued billings amounts were $6,978. 

5. Restricted Assets 

Restricted assets were applicable to the following at December 31,2009: 

Customer Deposits 
Louisiana Asset Management Pool (LAMP) - Bond Reserve 
Louisiana Asset Management Pool (LAMP) - Bond Contingency 

13,764 
39,799 
35.713 

$ 89,276 

See footnote 8 sections c and d for descriptions of the LAMP Bond Reserve and LAMP Bond 
Contingency accounts. 

25 



Mount Hermon Water District 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2009 

6. Capital Assets 

A summary of changes in capital assets during the fiscal year ending December 31,2009 is as follows: 
Beginnii^ 
Balance 
12/31/08 

Additions and 
Reclassifications 

Deletions and 
Reclassifications 

Capital Assets 
Land 

Utility System 
Total Capital Assets 

Less Accumulated Depreciation 

Total Capital Assets, Net 

3,890 $ 
1,623376 
1,627,266 

(474.057) 

13,956 

13,956 

(41,535) 

$ ],153,2Q9 $ (27.579) $^ 

Endmg 
Balance 
12/31/09 

$ 3,890 

1,637,332 

1,641,222 

(515.592) 

$ 1.125,630 

Depreciation expense for the fiscal year ending December 31,2009. totaled $41,535. 

7. Long-Term Obligations 

The following is a summary of long-term obligation transactions for the year ended December 31, 2009: 
Due Within 
One Year Description 

Beginning 
Balance Additions Deletions 

Ending 
Balance 

Long-Term Debt 

1996 Water Revenue Bond $ 
Total Long-Term Debt 

650,495 $ 

$ 650,495 $ 

Bonds Payable as of December 31,2009 is as follows: 

$ (12,158) $ 638337 $ 

$ (12,158) $ 638337 $ 

Revenue Bond $ 754,000 1996 Water Revenue Utiffiy Bonds 
Dated 2/8/1996 due in monthly installments of principal and interest 
$ 3,702 through 2/6/2036 mterest at 5.0% 

12,800 

\xm 

Bonds Pa^ble 
End of Year 

Due Within One 
Year 

638337 $ 12,800 

638337 $ 12,800 
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Mount Hermon Water District 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2009 

The annual requirements to amortize all debt outstanding as of December 31. 2009, including interest 
payments of $524,117 are as follows: 

1996 RUS 
Year Ending Water Revenue 

12/31/09 Bonds 
2010 $ 44,425 

2011 44,425 

2012 44,425 

2013 44,425 

2014 44,425 

2015 to 2019 222.125 

2020 to 2024 222,125 

2025 to 2029 222.125 

2030 to 2034 222.125 

2035 to 2036 51.829 

$ 1,162.454 

8. Flow ofFunds, Restrictions on Use 

As of December 31, 2009, Mount Hermon Water District, had one Rural Utilities Service (RUS) 
Revenue Bond. The total bond amount of $754,000 was issued February 8, 1996, at an interest rate of 
5.0%. The original bond resolution specifies that the bonds shall be secured and payable in principal and 
interest exclusively by a pledge of the income and revenues derived or to be derived from the operation of 
the system. Other specific legal requirements and bond restrictions are summarized below: 

a) The issuer. Mount Hermon Water District, covenants to fix, establish, and maintain such 
rates and collect such fees, rents, or other charges for the services and facilities of the 
System, and all parts thereof, and to revise the same from time to time whenever necessary, 
to pay the reasonable and necessary expenses of operating and maintaining the system in 
each year, all reserves or sinking funds required, and all other obligations or indebtedness 
payable out ofthe revenues ofthe System, and which will provide revenues in each year, 
after paying all reasonable and necessary expenses of operating and maintaining the System, 
at least equal to 120% ofthe largest amount of principal and interest maturing on the bonds 
in any future fiscal year and on any parity bonds issued thereafter. 

For the fiscal year ending December 31, 2009, the bond debt coverage factor was 158%, 
which is above the percentage required by the bond covenant of 120%. 

b) The establishment and maintenance of a "Water Bond and Interest Sinking Fund" (the 
Sinking Fund) sufficient in amount to pay promptly and fully the principal and interest on 
the bonds. 

The actual creation of a sinking fund was not required since the District pays required bond 
installments directiy to Rural Utilities Service, on a monthly basis. At December 31, 2009, 
Mount Hennon Water District had made the required monthly installments. 
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Mount Hermon Water District 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2009 

c) The establishment of the "Water Revenue Bond Reserve Fund" (the Reserve Fund) by 
transferring from the Water Revenue Fund, the operating account ofthe District, monthly in 
advance on or before the 20"" of each month a sum at least equal to five per cent of the 
amount to be paid each month for bond principal and interest payments. The actual amount 
to be transferred for bonds outstanding at December 31, 2009, per tiie RUS Letter of 
Conditions, was a total of $185 per month. Deposit of funds shall continue until such time 
as there has been accumulated in the Reserve Fund an amount of money equal to the highest 
combined principal and interest requirements of any succeeding twelve month period. The 
money in the Reserve Fund is required to be retained solely for the purpose of paying the 
principal and interest on bonds payable, upon approval by the Rural Utilities Service office, 
for which there would otherwise be default. Deposits to the Reserve Fund were required lo 
commence with the month following completion and acceptance ofthe improvements and 
extensions financed with the proceeds of the bonds. The system improvements financed 
with the 1996 Revenue Bonds became revenue producing during March, 1997. 

The District made all ofthe required deposits to the Reserve Fund, maintaining a balance of 
$39,799, at December 31,2009. 

d) The establishment and maintenance ofthe "Water Depreciation and Contingency Fund" (the 
Contingency Fund) to care for depreciation, extensions, additions, improvements and 
replacements necessary to operate properly the System, by transferring from the Water 
Revenue Fund, the operating account of the District, monthly in advance on or before the 
20"' of each month the sum of $191 per month. Money in the Contingency Fund may also be 
used, upon approval, to pay the principal and interest on any bond for which there is not 
sufficient money in the Sinking Fund or the Reserve Fund. 

The District made all of the required deposits to the Depreciation and Contingency Fund, 
maintaining a balance of $35,713, at December 31,2009. 

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

1. The District will shut off service if the delinquent charge, with interest and penalties 
accrued thereon, is not paid within fifteen days from the date on which such charges 
became delinquent. 

2. A ten percent penalfy will be charged on all delinquent accounts, and interest at a 
reasonable rate as established by the District, as ŵ etl as payment of a reasonable 
reconnect charge for the resumption of services. 

3. The District agrees to maintain the System in first class repair and working order and 
condition. 

4. The District will carry full insurance coverage on the System in the manner required by 
the Govemment, with a company licensed to do business under the laws of Louisiana. 

5. The District will maintain separate and correct records and accounts, and will have the 
books audited no later than three months after the end of the fiscal year. 
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Notes to the Financial Statements 

As of and for the Years Ended December 31,2009 

6. The District will not sell, lease or in any manner dispose ofthe System or any substantial 
part thereof, provided the District may dispose of property tiiat in its judgment is worn-
out, unserviceable, unsuitable, or unnecessary in the operation ofthe System. 

7. The District will not, except as provided by this bond resolution, voluntarily create or 
cause to be created any debt, lien pledge, mortgage, assignment, or any other charges 
having priority or parity with the liens ofthe Bonds upon tiie income and revenues ofthe 
System pledged as security therefore. 

8. That, to die extent permitted by law, the District will not grant a franchise to any utility 
for operation within the boundaries ofthe District. 

9. In operation ofthe System, the District will require all officers and employees in 
a position of authority or in possession of money derived firom operations ofthe 
System to be covered by a blanket fidelity bond or faithful performance bond. 

The current rate schedule, the schedule of insurance coverage (Item # 4) and fidelity bond 
coverage (Item # 9) are disclosed in the "Supplemental Information" schedules included as a part 
of this report. 

9. Restricted and Designated Net Assets 

At December 31, 2009, Mount Hermon Water District recorded $75,513 in Restricted Net Assets 
(Restricted for Capital Activity and Debt Service), representing the District's funds restricted by revenue 
bond debt covenants. Restricted Net Assets are recorded net of any liability relating to tiiose assets. A 
liability relates to restricted assets if the asset results fi-om incurring the liability or if the liability will be 
liquidated with the restricted assets. 

10. Water System Management 

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

11. Prior Period Adjustment 

Accounts receivable and sales were each decreased by $4,665 to agree with revised utility system records 
for the year ending December 31, 2008. This change is reflected in the comparative prior period data in 
these financial statements. 
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Schedule 1 

Mount Hennon WaterDistrict 

Bn^eta iy Comparison Schedule 

For the year ended Deceniber31,2009 

Withcomparadve amounts forthefiscalyearended Decembers!, 2008 

Operating Revenues 

Water Sales 

InstallatbnFees 

Penalties 

Other 

Total Operating Revenues 

Operating Eipenses 

Bad Debts 

Operations and Maintenance - Contract 

Depreciatbn 

Insurance 

Mileage 

Other 

ProfessbnalFees 

Repairs and Maintenance 

Supplies 

Utilities 

Total Operating Expenses 

Operating Income (Loss) 

Nonoperating Revenues (Expenses) 

Interest Income 

Interest Expense 

Total Nonoperating Revenues (Expenses) 

Change in Net Assets 

Total Net Assets, Beginning 

Total Net Assets, Ending 

See accountant's report 

2009 

Bu^e t 

132,668 $ 

6,000 

3,500 

615 
142,783 

600 
44,000 

40,080 

6,000 

6,000 

(160) 

5,000 

4,200 

-

6,600 

112,320 

30.463 

3,000 

(32.511) 

(29.511) . 

952 
666,437 

667,389 $ 

2009 

Actual 

134,385 $ 

7,830 

3,859 

1,004 

147,078 

679 
50,330 

41.535 

6,107 

6,000 

754 
4,000 

1,280 

676 
7,694 

119.055 

28.023 

616 
(32,225) 

(31,609) 

(3.586) 

666,437 

662.851 $ 

Variance 

Favorable 

(Un&vorable) 

1,717 $ 

1,830 

359 
389 

4.295 

m 
(6,330) 

(1.455) 

(107) 

-

(914) 

1,000 

2,920 

(676) 
(1.094) 

(6J35) 

(2,440) 

(2,384) 

286 
(2,098) 

(4,538) 

-

(4.538) $ 

Restated 
2008 

Actual 

115,585 

- 5,990 

3,320 

920 
125,815 

704 
43,532 

40,532 

5.121 

6,000 

825 
3,650 

2,300 

-

8,026 

110.690 

15,125 

3,803 

(32.815) 

(29,012) 

(13,887) 

680,324 

666,437 
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Schedule 2 
Mount Hermon WaterDistrict 

Schedule oflnsurance 
For the year ended December 31, 2009 

Insurance Company / 
Policy Number 

America First Insurance -
Policy # CBP9686642 

Coverage 
General Aggregate Limit (other 
than Products / Completed 
Operations) 

Products / Completed Operations 
Aggregate Limit 

Amount 
$ 2,000,000 

2,000.000 

Columbia Casualty 
Bond #68463190 

America First Insurance -
Policy a CBP9686642 

America First Insurance -
Policy #IM8174357 

Travelers Insurance -

Personal and Advertising Injury 

Each Occurrence Limit 

Damage to Rented Premises 

Medical Expenses 

Public Official Positbn Schedule Bond: 
President 
Sec retaiy-Trea surer 

Building 
Personal Property 

Equ^ment Floater for Water Pump 
and Generator - as Scheduled 

Director & Officers Liability 

1,000,000 

1,000,000 

100,000 

5.000 

50,000 
50,000 

10,363 
1,040 

80,000 

1,000,000 
Policy # 105153992 

See accountant's report. 

Period 
2/1/2009 to 2/1/2010 

1/2/2009 to 1/2/2010 

2/1/2009 to 2/1/2010 

7/19/2009 to 7/19/2010 

8/1/2008 to 8/1/2011 
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Schedule 3 

Name and Title / Contact Number 
Bill Estes, President 

(985) 877-5933 

Avant Vernon, Vice President 

(985) 877-5824 

Larry Miller, Secretaiy 

(985) 877-5866 

Gary Fenner3oard Member 
(985) 877-5058 

Rochelle Brumfield, Board Member 
(985)839-6144 

Mount Hermon WaterDistrict 

Schedule of Compensation Paid to Board Members 

For the year ended December 31,2009 

Address 
38009 Bennie Morris Road S 
Mount Hemion, LA 70450 

27285 Mt Pisgah Road 
Mount Hermon, LA 70450 

29601 Holland Brock Road 
Mount Hermon, LA 70450 

35483 Dock Butler Road 
Mount Hermon, LA 70450 

37770 Thomas Cryer Road 
Mount Hermon, LA 70450 

Compensation 
Received 

; 

-

-

-

_ 

Term 
Expiration 

12/31/11 

12/31/10 

12/31/10 

12/31/10 

12/31/11 

See accountant's report 

33 



Schedule 4 
Mount Hennon WaterDistrict 

Schedule ofWaterRates 
FortheyearendedDecember31,2009 

Water 
Residential Rates Commereial Rates 

16.00 - First 2,000 Gallons $ 31.00 - First 10,000 Galbns 
3.25 - Perl,000GallonsofWaterover2,000Gallons 3.25 - Per 1,000 Gallons of Water over 10,000 Galtons 

As of December 31,2009 and 2008, the district had the following number of customers: 

Customers 
Residential 
Commercial 

Total Customers 

See accountant's report. 

December 
31,2009 

333 
26 

359 

December 
31,200S 

325 
23 

348 

Increase 
(Decrease) 

8 
3 

11 
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