239]

VILLAGE OF HODGE

Hodge, Louisiana

Annual Financial Statements
With Independent Auditor's Report

As of and For the Year Ended
June 30, 2008
With Supplemental Information Schedules

snder provisions of state law, this report is a pubiic
document. Acopy of the report has been submitted to
the entity and cther appropriate public officials. The
raportis available for public inspection at the Baton
Rouge office of the Legislative Auditor and, where
appropriate, at the cffice of the parish clerk of court.

Release Date \3/025/9 7

KENNETH P. FOLDEN & CO.

CERTIFIED PUBLIC ACCOQUNTANTS
302 EIGHTH STREET, JONESRORO, LA 71351
(318) 259-7316
FAX (318) 259.7315




Village of Hodge, Louisiana
Annual Financial Statements
‘With Independent Anditoi's Regiort
As of and For the Year Ended June 30, 2008
‘With Supplemental Information Schedules
CONTENTS
Statement Page
Independent Auditor's Report 4
Required Supplementary Information - Part I
Management's Discussion and Analysis 6
Basic Financial Statements:
Government-Wide Financial Statements:
Statement of Net Assets A 11
Statement of Activities B 12
Fund Financial Statements:
Governmenial Funds:
Balance Sheet C 13
Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net Assets D 14
Statement of Revenues, Expenditures, and
Changes in Fund Balances E 15
Reconciliation of the Governmental Funds Statement
of Revenues, Expenditures, and Changes in Fund
Balances to the Statement of Activities F 16
Froprietary Funds:
Statement of Net Assels G 17
Statement of Revenues, Expenditures, and
Changes in Fund Net Assets H 18
Statement of Cash Flows I 19-20
Notes to the Financial Statements




Village of Hodge, Louisiana
Annual Finaneial Statements

With Independent Auditor's Report
As of and For the Year Ended June 30, 2008
With Supplemental Information Schedules

CONTENTS (CONTINUED)
Schedule Page
Required Supplementary Information -~ Part Il

Schedule of Revenues, Expenditures, and Changes in
Fund Balances - Budget and Actual:

General Fund A 32
Notes to the Schedule of Revenues, Expenditures, and
Changes in Fund Balances - Budget and Actual 33
Independent Auditor's Report on Internal Control and
On Compliance and Other Matters:
Independent Auditor's Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters

Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards 34-35

Supplemental Information Schedules:

Schedule of Findings and Questioned Costs 1 36-37

Schedule of Compensation Paid Councilpersons




Kenneth D. Folden & Co.

Certified Public Accountants . . .Ted W. Sanderlin, CPA

Kenneth D. Folden. CPA

Members 302 Eighth Street Members
Society of Loujsiana Jonesborg, LA 71251 American Institute of
Certified Public Accountants {318) 259-7316 Certified Public Accountants
email: kfolden@foldencpa.com FAX (318) 259-7315 email: 1sanderlin@foldencpa.com

Independent Auditor's Report

VILLAGE OF HODGE
Hadge, Louisiana

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, and each major fand of the Village of Hodge as of June 30, 2008, and for the year then ended, which
collectively comprise the Village's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Village of Hodge's management. Our responsibility is to express
opinions on these financial statements based on our audit,

We conducted our audii in accordance with U. S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions. ‘

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, and each major fund of the
Village of Hodge as of June 30, 2008, and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity with U. 8. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated December 21, 2008,
on our consideration of the Village of Hodge's intemnal control over financial reparting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

Management's discussion and analysis and the budgetary comparison information on pages 6 through 10 and
page 32, respectively, are not a required part of the basic financial statements but are supplementary
information required by U. S. generally accepted accounting principles. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not andit the information and
€xpress no opinion on it.




Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Village of Hodge's basic financial statements. The supplemental information scheduls listed in
the table of contents is presented for the purpose of additional analysis and is not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

NS O

December 21, 2008
Jonesboro, Louisiana
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. . Village of Hodge ..
MANAGEMENT'S DISCUSSION AND ANALYSIS

AS OF AND FOR THE YEAR
ENDED JUNE 30, 2008

As Management of the Village of Hodge, we offer readers of the Village of Hodge's financial
statements this narrative overview and analysis of the financial activities of the Village of Hodge as of
and for the fiscal year ended June 30, 2008. We encourage readers to consider the information
presented here in conjunction with the Village's basic financial statements and supplementary
information provided in this report in assessing the efficiency and effectiveness of our stewardship of
public resources.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Village of Hodge's basic
financial statements. The Village's basic financial statements comprise of three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplemental information in addition to the basic financial
statements themselves.

Government-wide financial statements. The government-wide financial stafements are designed
fo provide readers with a broad view of the Village of Hodge's finances, in a manner similar to a
private-sector business.

The stafement of net assets presents information on all of the Village of Hodge assets and liabilities,
with the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the Village of Hodge is
improving or deteriorating.

The statement of activities presents information showing how the government's net assets changed
during the most recent fiscal year. All changes In net assets are reported as soon as the underlying
event giving rise to the change occurs, regardless of timing of related cash flows, Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods (for example, eamed buf unused vacation leave).

The government-wide financial statements can be found on pages 11 - 12 of this report.

Fund financial statements. The fund financial statement focus on current available resources and
are organized and operated on the basis cf funds, each of which is defined as a fiscal and accounting
entity with a self-balancing set of accounts established for the purpose of carrying on specific
activities or attaining certain objectives in accordance with special regulations, restrictions, or
limitations. All of the funds of the Village can be divided into two categories: governmental funds and
proprietary funds,

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmantal activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a government's
near-term financing requirements,




Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with simifar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government's near-term
financing decisions. Both the governmental fund balance sheet and governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate thls
comparison between governmental funds and governmental activities.

The Village of Hodge maintains two individual governmental funds. Information as of and for the year
ended June 30, 2008, is presented separately in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund balances for the
General Fund and the Capital Projects Fund, which are considered to be major funds.

The Village of Hodge adopts an annual appropriated budget for the general fund. A budgetary
comparison statement is provided for the major funds to demonstrate cornpliance with this budget.

The govemmental fund financial statements can be found oh pages 13 - 16 of this report.

Proprietary funds. The Village maintains one type of proprietary fund. Enterprise funds are used to

report the same functions presented as business-type activities in the government-wide financial
statements. The Village uses its enterprise funds 1o account for its sewer and water and solid waste
operations.

Proprietary funds are used to account for activities that function in @ manner similar to cormmercial
enterprises. Proprietary fund financial statements typically provide more detail presentation of the
information reported in the business-type activities portion of the govemment-wide financial
statements. The proprietary funds financial statements provide separate information for all of the
enterprise funds, which are considered to be major funds of the Village.

The proprietary fund financial statements can be found on pages 17 - 20 of this report.

Notes to the Financial Statements. The notes provide additional infcrmation that is essential to a
full understanding of the data provided in the government-wide and fund financial statemenis. The
notes to the financial statements can be found on pages 21 - 31 of this report.

Supplemental information. |n addition to the basic financial statements and accompanying notes,
this report also presents required supplemental information concerning the Village of Hodges
compliance with budgets for its major funds. Also, other supplemental information schedules are
included in the report,

FINANCIAL HIGHLIGHTS
The assets of the Village exceeded its liahilities at June 30, 2008 by $1,702,137.
The Village's net assets increased by $37,659 as a result of this year's operations. The net
assets of the governmental activities increased by $55,054 (4%) from operations, the net
assets of the business-type activities decreased by $17,385 (5%).
At June 30, 2008, the Village's governmental funds reported total ending fund balances of

$312,108, an decrease of $93,408, from June 30, 2007. The entire balance is available for
spending at the Village's discretion,




Current and other assels
Capila! assek, nat
Total assels

Current and cher lizbilifies
Long-term fiabilites
Total liabiities

Net assets:

of ielated debt
Restricied for debt service
Unrestricted

Total net assets

Invested in capital assels, net

GOVERNMENT-WIDE FINANCIAL ANALYSIS

NET ASSETS
Governmental Activities Business-Type Adtivifies Totals
2008 [ 2007 2008 | 2007 2008 | 2007
§ 3511 § 425384 0§ 53500 § 63514 § 408611 § 488,638
1,060,752 1,065,137 321,640 333,667 1,382,392 1,398,804
1,415,883 1,490,521 375,140 397,181 1,791,003 1,887,702
43,006 172,718 45,860 50,508 88,866 223,224
43 006 172,718 45,860 50,506 65,866 223,224
1,060,752 1,085,137 321,640 333,667 1,382,392 1,398,804
312,106 252,666 7,640 13,008 319,745 265,5M

§ 1372857 & 1,317,803

$ 329280 § 346,675

$ 1,702137 § 1,664,478

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. At the close of the most recent fiscal year, assets of the Village of Hodge exceeded
ttabiities by $1,702,137. A significant portion (81%) of the Village of Hodge's net assets reflects
its investments in capital assets (e.g., land, building, and improvements and equipments, net of
accumulated depreciation), less any related debt used to acquire those assets that is stil
outstanding. These assets are not available for future spending. Although the investment in
capital assets is reported net of related debt, the resources needed to repay this debt must be
provided from other sources.

CHANGE IN NET ASSETS
Governmental Activities Buslness-Type Activities Totals
2008 | 2007 2008 i 2007 2008 | 2007
REVENUES
General rev enues:
Taxes:
Ad valorem § 123063 § 121,142 $ 123063 § 121,142
Sales txes 452,382 496,472 452 382 496,972
Franchise fax 3,085 11,479 3,085 11,479
Other taxes - 2,320 - 2,320
Licenses and permits 19,726 18,806 19,726 18,806
Fines, forfeitures, and court costs 39,939 43,384 39,039 43,324
Intergovernmentzl 16,259 21,430 16,259 21,430
Interest eamings 6,269 7,140 657 797 6,926 7,937
Other 5,541 11,058 5,541 11,058
Business revenues: - -
Charges for services 53,628 54,441 14,613 14,815 68,241 69,267
Miscellaneous - - 491 - 491 -
Tolal revenues 719,892 788 172 15,761 15,613 735,653 803,785




|_Governmental Activifies || Business-Type Activitles " Totdls
2008 2007 2008 2001 2008 | 2007

EXPENDITURES
Current
General govemment 196,657 128,309 - - 198,657 123,309
Public safety 221,167 210,404 - - 221,167 210,404
Sanitation 24,790 35,668 - - 24,790 35,668
Highways and Stresls 193,379 192,781 - - 193,379 192,781
Service b Others 24,219 29,853 24,219 20,853
Irerest on Long Term Dabt 1,608 5,512 - 1,658 5512
Utlity - - 36,125 39,570 36,125 39,570
Totel ex panditures £61,870 602,527 36,125 39,570 697,995 642,097
Excess {Deficiency) of revenuas
DI ET EXpenses 68,022 185,645 (20,364) (23,957) 37,608 161,668
Capital contribufions - - - - .
Transfer of capifal assels (2,969) {13,313y 2,969 13,313 - -
Change in Net Assels 55,053 172,332 (17,395) (10,644) 37,658 161,688
Net assels, beginning 1,317,803 1,145471 346,675 357,319 1,664,478 1,502,790
Total nat assets 5. 1372856 $ 1317003 _§ 320280 § 346675 § 1702136 9 1664478

Governmental activities. The most significant revenues of the governmental activities ars
general taxes (80%), which include ad valorem taxes (17%), and sales taxes (63%).

Public safety expenses are the most significant 33%) of all governmental activities expenses,
followed by general government expenses (29%). Depreciation expense is inciuded in these

amounts.

Governméntal activities revenues decreased 368,280 in the current year as compared to the prior
year. The increase was primarily attributable to a decrease in sales taxes of $44,580.

Governmental activities expenses increased $59,343 in the current year as compared to the prior
year. The increase was primarily attributable to a increase in General Government of $68,348.

Business-type activities. The operations of the business-type activities decreasad the Village's net
assets by $17,395, The business-type expenses exceeded the business-type revenues by $20,364.

FINANCIAL ANALYSIS OF THE VILLAGE'S FUNDS

As noted earlier, the Village uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. The focus of the governmental funds is to provide information on
near-term inflows, outflows, and balances of expendable resources. Such information is useful in
assessing the financing requirements. In particular, unreserved fund balance may serve as a useful
measure of a government's net resources available for spending at the end of the fiscal year.

Governmental funds. As of June 30, 2008, the combined governmental fung balances of $312,105
reflect a2 decrease of $93,410 from June 30, 2007. The entire fund balance is unreserved, which is
considered available for appropriation.

The increases in the revenues and expenses of the governmental funds were described in the above
Government-Wide Financial Analysis section.




Proprietary funds, The Village's proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

The Utility Fund's net assets decreased $17,395 in the current year. The decrease was primarily due
to expenses exceeding revenues by $20,364 offset by a transfer from other funds of $2,989.

GENERAL FUND BUDGETARY HIGHLIGHTS

General Fund actual revenues exceeded final budgeted revenues by $67,689, which resulted
primarily from an increase in sales and use tax. General Fund final budgeted expenses were less

than actual expenses by $170,651.
CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital assets. As of June 30, 2008, the Village of Hodge's investment in capital assets for its
governmental activities amounts to $1,080,752 {net of accumulated depreciation), and its investment
in capital assets for its business-type activiies amounts to $321,640 (net of accumulated
depreciation).” This investment includes land, buildings and improvements, furniture, and equipment.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The fiscal year 2009 budget is forecast to provide $991,205 in estimated surplus and revenues to
fund costs of $877,300.

Capital outlay is budgeted in the amount of $155,000.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Village of Hodge's finances for
all those with an interest in the government's finances. Questions concerning any of the information

provided in this report or request for additional financial information should be addressed to Pat Tapp,
City Clerk, 1711 Main Street, Hodge, Louisiana 71247,
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VILLAGE OF HOBGE, LOUISIANA

Statement A

" STATEMENT OF NET ASSETS
June 30, 2008
Governmental Business-Type
Activities Activities Total
ASSETS
Cash and equivalents $ 66,284 $ 6,034 72,318
Investments 126,782 - 126,782
Accounts Receivable 154,530 1,168 155,698
Prepaid expenses ' 7,515 835 8,350
Cash and equivalents-restricted - 45,463 45,463
Capital assets (net cf acc depr) 1,060,752 321,640 1,382,392
TOTAL ASSETS $ 1,415,863 § 375,140 1,791,003
LIABILITIES
Accounts, salaries, and other payables & 40,738 § 2,355 43,093
Due to HUQC - 439 439
Accrued )iabilities 2,268 - 2,768
Current liabilities payable from restricted
assefs - customer security deposits - 43,066 43,066
TOTAL LIABILITIES 43,006 45,860 88,866
NET ASSETS
Invested in capital assets, net of related debt 1,060,752 321,640 1,382,392
Unrestricted 312,108 7,640 319,745
TOTAL NET ASSETS $ 1,372,857 § 329,280 1,702,137

The accempanying notes are an integral part of this financial statement,
11
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VILLAGE OF HODGE, LOUISIANA

Statement C

GOVERNMENTAL FUNDS
Balance Sheet
June 30, 2008
CAPITAL
GENERAL PROJECTS
FUND FUND TOTAL

ASSETS

Cash and equivalents 3 66,234 $ - 3 66,234

Investments 126,782 - 126,762

Receivables, net 148,551 5,979 154,530

Prepaid Insurance 7,515 - 7,313
TOTAIL ASSETS 3 349,132 § 5979 § 355,111
LIABILITIES AND FUND BALANCE
Liabilities:

Accounts payables ] 34,759 5,979 40,738

Accrued Expenses 2,268 - 2,268
TOTAL LIABILITIES 37,027 5,979 43,006
Fund Balances:

Unreserved 312,105 - 312,105

TOTAL FUND BALANCE 312,105 - 312,105
TOTAL LIABILITIES AND FUND BALANCE $ 349132 $ 5,975 355,111

The accompanying notes are an integral part of this financial statement.
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VILLAGE OF HODGE
Hodge, Lounisiana

Reconciliation of the Governmental Fonds
Balance Sheet to the Statement of Net Assets

June 30, 2008
Total Fund Balances at June 30, 2008 - Governmental Funds
Capital assets used in governmental activities are not

{inancial resources and, therefore, are not reported in
governmental funds, net of depreciation.

Net Assets at June 30, 2008

The accampanying notes are an integral part of this financial staternent.
14
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b 312,105
0 1,060,752
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Statement E
VILLAGE OF HODGE; LOUISIANA
Statement of Revenues; Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2008
CAPITAL
GENERAL PROJECTS
FUND FUND TOTAL
REVENUES
Taxes:
Ad Valorem 3 123,063 $ - 123,063
Sales and Use 452,382 - 452,382
Franchise Tax 3,085 . 3,085
Licenses and permits 19,726 - 19,726
Intetgovernmental
Right-of~Way Maintenance 2,630 - 2,630
Fire Insurance Rebate 2,576 - 2,576
Parish Operating Fire Grant 1,103 - 1,103
Police Supplemental Pay 9,950 - 9,950
Witness Fee 350 - 350
Fines and forfeitures 39,939 - 39,939
Connection Fees 742 - 742
Garbage Tees 5412 - 5412
Services to Related Party 47474 - 47,474
Interest earnings 6,269 - 6,269
Other Revenues
Rent 768 - 768
Royahties 1,782 . 1,782
Miscellaneous 2,642 - 2,642
TOTAL REVENUES 719,892 - 719,892
EXPENDITURES
Curreni:
General government 192,382 - 192,382
Police 189,780 - 189,780
Fire 17,689 - 17,689
Streets_ 137,990 B 137,990
Sanitation 24,572 - 24,572
Services to Related Party 24219 - 24219
Debt Service 154,508 - 154,508
Capital outlay 21,603 47.591 69,194
Total expenditures 762,742 47,591 £10,333
EXCESS (Dcficiency) OF REVENUES
Over(Under) Expenditures (42,850) (47,591) (90,441)
QOperating transfers in 2,027 47,591 49618
Operating transfers out (52,583) - {52,588)
Total other financing sources {uses) (50,560) 47,591 {2,969)
NET CHANGES IN FUND BALANCES (93,410) - (93,410)
FUND BALANCES - BEGINNING 405,516 - 405,516
FUND BALANCES - ENDING $ 312,106 $ - 312,106
The accompanying notas to the financial statements are an infegral part of this statement.
15




Statement ¥

VILLAGE OF HODGE
Hodge, Louisiana

Reconciliation of the Governmental Funds
Statement of Revenues, Expenditures, and Changes

In ¥Fund Balances to the Statement of Activities
For ee Year Ended June 30, 2008

Total net change in fund balances - governmental funds (Statement E) $ (93,410)

Amounts reported for governmental activities in the Statement
of Activities are different because:

Capita) outlays are reported in governmental funds as expenditures. However,
in the Statement of Activities, the cost of those assets is allocated over
their estimated useful lives as depreciation expense. This is the aroumnt by
which.d'epreciation exceeds capital outlay in the period. (4,385)

Governmental Funds report the issuance of debt as ather financing sources since it
provides current financial resources, while the repayment of the principal consumes
current financial resources. However, in the Statement of Activities, debt proceeds
reported as a liability and repayment of the principal reduces the liability. Accordingly,
an adjustment is needed for the amount of debt proceeds received net of the

principal reduction in the current period. 152,850
Change in net assets of governmental activitics (Statement B) 3 55.054

Tha accompanying notes to the financial statements ara an integral part of this statement.
16




VILLAGE OF HODGE, LOUISIANA

" STATEMENT OF NET ASSETS |
PROPRIETARY FUND
JUNE 30,2008
WATER
AND
SEWER
FUND
ASSETS
Current Assets:
Cash and equivalents $ 6,034
Receivables (net of allowances for uncollectibles) 1,168
Prepaid expenses 833
Total Current Assets 8,037
Noncurrent Assets:
Restricted Assets
Cash - Customers Deposits 45,463
Capital Assets - Net of Accumulated Depreciation 321,640
Total Non-Current Assets 367,103
Total Assets 375,140
LIABILITIES
Current Liabilities:
Accounts payable 8 2,355
Due to HUOC 439

Total Current Liabilities

Current Liabilities payable from

restricted assets - tenant security deposits

Non-Current Liabilities:

Total Liabilities

NET ASSETS
Invested in capital assets, net of related debt

Unrestricted
TOTAL NET ASSETS

The accompanying notes to the financial statements are an integral part of this statement.
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VILLAGE OF HODGE, LOUISIANA
PROPRIETARY FUND

Statement H

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

For the Year Ended June 30, 2003

WATER
AND
SEWER
FUND
OPERATING REVENUES
Water sales 3 9342
Sewer fees 3271
Total operating revenues 14,613
OPERATING EXPENDITURES
Depreciation 16,727
Insurance 3,182
Operations and maintenance of system 15,251
Qutside services 150
Safe drinking water fee 815
Total operating expenses 36,125
OPERATING LOSS (21,512)
NON-OPERATING REVENUES (Expenditures)
Interest earnings 657
Miscellaneous 491
Total non-operating revenues (expenditures) 1,148
Income (loss) before contributions and transfers (20,364)
Transfers in 4,996
Transfers out (2,027)
CHANGES IN NET ASSETS {(17,395)
TOTAL NET ASSETS - BEGINNING 346,675
TOTAL NET ASSETS - ENDING 5 329,280
e

The accompanying Notes are an Integral part of this financial statement.
18




Statement I

VILLAGE OF HODGE, LOUISIANA
STATEMENT OF CASH FLOWS ™

PROPRIETARY FUND
JUNE 30, 2008

WATER AND
SEWER
FUND
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers $ 17,988
Cash payments to suppliers for goods and services (16,184)
Cash payments received {paid) to HUOC (6.337)
Net cash provided by (usbd for) operating activities {4,533)
CASH FLOWS FROM NON-CAPITAL FINANCING
Transfers from other funds 4,996
Transfer to other funds (2,027)
Net cash provided by noncapital financing activities 2,969
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition of capital assets (4,700)
Net cash used for capital and related financing activities (4,700}
CASH FLOWS FROM INVESTING ACTIVITIES
Interest earnings 657
Net cash provided by (used for) investing activities 657
Net increase (decrease) in ¢ash and cash equivalents (5,607}

CASH AND CASH EQUIVALENTS - BEGINNING OF THE YEAR 57,104

CASH AND CASH EQUIVALENTS - END OF THE YEAR B 51,497
(Continued)

The accompanying notes are an Infegral part of this financial statement.
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VILLAGE OF HODGE, LOUISTANA
STATEMENT OF CASH FLOWS

PROPRIETARY FUND
JUNE 30, 2008

RECONCILIATION OF OPERATING INCOME TO NET
PROVIDED BY OPERATION ACTIVITIES
Operating income {loss)

Adjustments
Depreciation
Net changes in assets and liabilities:
Accounts receivable
Prepaid insurance
Tenants' security deposits
Accounts payable

Due to HUOC
Net cash provided by (used for) operating activities

The accompanying notes are an integral part of this financial statement,
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FUND

$ (21,021)

16,727

2,060
2,347
823
868

(6,337)

(4,533)
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(Concluded)
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NOTES TO THE FINANCIAL STATEMENTS




. Village of Hodge =
Notes to Financial Statements
June 30, 2008

INTRODUCTION

The Village of Hodge, Louisiana {Village), was incorporated January 31, 1928, under the provisions
of the Lawrason Act. The Village operates under the Mayor-Board of Aldermen form of
government with three aldermen. Services provided by the Village Include police protection, fire
protection, sanitation, services to cthers, and street maintenance, The Village also operates a
water distribution system and sewer system for about 300 customers. The Village is located in
Jackson Parish, Louisiana.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. BASIS OF PRESENTATION

The accompanying basic financial statements of the Village have been prepared in conformity
with U.S. generally accepted accounting principles (GAAP) as applied to govemmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
establishing governmental accounting and financial reporting principles.

B. REPORTING ENTITY

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 Village is considered a primary government, since
it is a special purpose government that has a separately elected govermning body, is legally
separate, and is fiscally independent of other state or local governments. As used in GASB
Statement No. 14, fiscally independent means that the Village may, without the approval or
consent of another governmental entity, determine or modify its own budget, levy its own taxes or
set rates or charges, and issue honded debt.

Component units ¢an be identified by financial accountability and whether exclusion would create
misleading or incomplete financial statements. Based on the criteria established in GASB
Statement No. 14, the Village of Hodge Combined Utility System (System) is determined not {o be
a compoenent unit of the Village of Hodge. The System is operated and managed by the Hodge
Utility Operating Company (HUOC) according to the terms and conditions of an operating
agreement. Smurfit-Stone Container Corporaticn, inc. has guaranteed all obligations of the
Systemn in exchange for sole use of the System's property, plant, and equipment. The Village of
Hodge cannot significantly influence the operations of the System, nor is there a financial benefit
or burden relationship between the Village and the System. No component units were identified
for the Village of Hodge.

C. FUNDS

The Village uses funds to maintain its financial recardé during the year. Fund accounting is
designed to demonstrate legal compliance and to aid management by segregating transactions
related to certain Village functions and aclivities. A fund is defined as a separate fiscal and
accounting entify with a self-balancing set of accounts. Funds of the Village are classified into
two categories: governmental and proprietary, as follows:
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Governmental Funds

Governmental funds account for most of the Village's general activities. These funds focus an
the sources, uses, and balances of current financizl resources. Expendable assets are assigned
to the various governmental funds according to the purposes for which they may be used.
Current liabilities are assigned to the fund from which they will be paid. The difference between a
govemmentat fund's assets and liabilities is reported as fund balance. In general, fund balance
represents the accumulated expendable resources which may be used to finance future period
programs or operations of the Village. The following are the Village's primary governmental

funds:

General Fund - The primary operating fund of the Village, it accounts for all financial
resources, except those required to be accounted for in other funds. The General Fund
is available for any purpose provided it is expended or transferred in accordance with

state and federa!l laws and according to Village policy.

Capital Projects Fund -The Capital Projects Fund accounts for all financial resources used
for the acquisition or construction of major capital factlities other than those financed by

Proprietary Funds.

Proprietary Funds

The Enterprise Funds are used to account for operations (a) that are financed and operated in a
manner similar to private business enterprises where the costs (expenses including depreciation)
of providing goods or services to the general public on a continuing basis are financed through user
charges: or {b) where the goveming body has decided that periodic determination of revenues
earned, expenses incurred, andfor net income is appropriate for capital maintenance, public poficy,
management control, accountability, or other purpose.

D. MEASUREMENT FOCUS/BASIS OF ACCOUNTING
Government-Wide Financial Statements (GWFS)

The Statement of Net Assets (Statement A} and the Statement of Activities (Statement B) display
information about the reporting government as a whele. These statements include all the
financial activities of the Village.

The GWFS were prepared using the economic resources measurement focus and the accrual
basis of accounting. Revenues, expenses, gains, losses, assets and liabilities resulting from
exchange or exchange-like transactions are recognized when the exchange occurs {regardless of
when cash is received or disbursed). Revenues, expenses, gains, losses, assets and liabilities
resulting from nonexchange transactions are recognized in accordance with the requirements of
GASB Statement No. 33, Accounting and Financial Reporting for Nonexchange Transactions.

Program Revenues - Program revenues included in the Statement of Activities (Statement B)
derive directly from parties outside the Village's taxpayers or citizenry, as a whole; program
revenues reduce the cost of the function to be financed from the Village's general revenues.

Direct Expenses - The Village reporis all direct expenses by function in the Statement of
Activities (Statement B). Direct expenses are those that are clearly identiffable with a function.
Depreciation expense, which can be specifically identified by function, is included in the direct
expenses of each function.
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Fund Financial Statements (FFS)

Governmental funds are accounted for using a current financial resources measurement focus.
With this measurement focus, only current assets and current liabilities are generally included on
the balance sheet. The statement of revenues, expenditures, and changes in fund balances
reports on the sources (i.e., revenues and other financing sources) and uses (i.e., expenditures
and other financing uses) of current financial resources. This approach differs from the manner
in which the governmental activities of the government-wide financial staterments are prepared.
Governmental fund financial statements therefore include a reconciliation with brief explanations
to better identify the relationship between the government-wide statements and the statements for
governmenial funds.

Fund financial statements report detfailed information about the Village. The focus of
governmental fund financial statements is on major funds rather than reperting funds by type.
Each major fund Is presented in a separate column. As cf and for the year ended June 30, 2008
the general fund is considered to be the only major fund and is reparted in the Balance ‘Sheet
(Statement C) and in the Statement of Revenues, Expenditures, and Changes in Fund Balances
(Statement E). The capital projects fund is the only other (nonmajor) governmental fund of the

Village.

Ali proprietary funds are accounted for on a flow of economic resources measurement focus.
With this measurement focus, all assets and liabilities associated with the operation of these funds
are included on the balance sheet. Fund equity (net total assets) is segregated into contributed
capital and retained eamnings components. Proprietary fund-type operating statements present in-
creases (frevenues) and decreases (expenses) in net total assets.

Governmental funds use the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are recognized when susceptible to accrual (i.e., when they
become both measurable and available). Measurable means the amount of the transaction can
be determined and available means coliectible within the current period or soon enough thereafter
to pay liabilities of the current period. The Village considers all revenues availatle if they are
collected within 60 days after the fiscal year end. Expenditures are recorded when the related
fund liability is incurred, except for interest and principal payments on general long-term debt
which is recognized when due, and certain compensated absences and claims and judgments
which are recognized when the obligations are expected to be liquidated with expendable
available financial resources. The governmental funds use the following practices in recording
revenues and expenditures:

Revenues

Those revenues susceptible to accrual are property taxes, franchise taxes, and charges for
services. Fines, permit and license revenues are rot susceptible to accrual because generally
they are not measurable until received in cash.

The accrual basis of accounting is utilized by the proprietary fund type. Under this method,
revenues are recorded when eamed and expenses are recorded at the time liabiliies are incurred.

Interest earnings are recorded when the investments have matured and the interest is available.
Expenditures

Salaries are recorded as expenditures when earned by employees.
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Purchases of various operating supplies, etc. are recorded as expenditures when the related fund
liability is incurred.

Compensated absences are recognized as expenditures when leave is actually taken or when
employees, or their heirs, are paid for accrued leave upon retirement or death.

Principal and interest on long-term debt are recognized when due.
Other Financing Sources (Useas)

Transfeis between funds that are not expected to be repaid, sales of fixed assets, and long-term
debt proceeds and payments, are accounted for as other financing sources (uses). These ogther
financing sources (uses) are recognized at the time the underlying events occur.

E. BUDGETS

The Mayor prepares a proposed budget and submits it to the Board of Aldermen no later than fiffeen
days prior to the beginning of each fiscal year. A summary of the proposed budget is published
and the public notified that the proposed budget is available for public inspection. At the same time,
a public hearing is called. A public hearing is held on the proposed budget at least ten days after
publication of the call for the hearing. After the holding of the public hearing and completion of all
action necessary to finalize and implement the budget, the budget is adopted through passage of
an ordinance prior to the commencement of the fiscal year for which the budget is being adopted.
The budget ordinance is structured such that revenues are budgeted by source and appropriations
are budgeted by department and by principal object of expenditure. The Board of Aldermen may
revise or amend the budget at its discretion during legally convened sessions. Management may
amend the budget oniy below the department level. The Village utilizes formal budgetary
integration as a management control device for the genera! fund.

The 2007-2008 general fund budget was published in the official journal and made available for
public inspection. A public hearing for the proposed budget was held on June 27, 2007 and the
budget was adcpted by the mayor and board of aldermen. There were no amendments made to
the budget.

F. CASH AND CASH EQUIVALENTS

Cash includes amounts in demand deposits, interest-bearing demand deposits, and time
deposits. Cash equivalents include amounts in ime deposits and those investments with original
maturities of 90 days cr less. Under state law, the Village may deposit funds in demand deposits,
interesi-bearing demand deposits, or time deposits with state banks organized under Louisiana
law or any other state of the United States, or under the laws of the United States.

G. INVESTMENTS

Investments are limited by R.S. 33:2955 and the Village's investment policy. If the original
maturities of investments exceed 90 days, they are classified as investments; however, if the
original maturities are 80 days or less, they are classified as cash equivalents.

H. INTERFUND RECEIVABLES/PAYABLES

Activity between funds that is representative of lending/borrowing arrangements outstanding at

the end of the fiscal year are referred to as “due to/from other funds” on the fund financial
statements balance sheets, as well as all other outstanding balances between funds. Any
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residual balances outstanding between the governmental activities and business-type aclivities
are reported in the government-wide financial statements as "“internal balances."

l CAPITAL ASSETS

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g. roads,
bridgges, sidewalks, and similar items), are recorded in the applicable governmental or business-
like activities columns in the GWFS, but are not reported in the FFS. Capital assets are
capitalized at historical cost or estimated cost if historical cost is not available. Donated assets
are recorded as capital assets at their estimated fair market value at the date of donation,
Additions, improvements, and other capital outlays that significantly extend the useful life of an
asset are capitalized. Other costs incurred for repairs and maintenance are expensed as
incurred. All capital assets, ather than land, are depreciated using the straight-line method over
the following estimated useful lives:

Buildings 40 years
Water and Sewer Systems 10-40 years
Machinéry and Equipment 5-15 years
Improvemnents other than Buildings 20 years
Infrastructure - Asphalt Streets 20 years

General infrastructure capital assets consisting of streets, bridges, sidewalks, and drainage
systems acquired befare July 1, 2003, are excluded from czpital assets.

J. ACCOUNTS PAYABLE

Of the $45,800 total accounts, salaries and other payables reported on the balance sheet, $678
represents amounts payable to employees for salaries payable. The balance of $45,122 is due
vendors for various operating services and materfals, to taxing authorities for payroll tax
withholdings, and to HUOC.

K. COMPENSATED ABSENCES

Employees earn either one, two, or three weeks of vacation fime each year, depending
upan years of service. Employees earn seven days to six weeks of sick leave each year.
Vacation and sick leave cannot be accumulated.

L. RESTRICTED ASSETS

Restricted assets represent rescurces that must be expended In a specific manner. The
"customers’ deposits" account is used to report proceeds from customers' meter deposits. a
corresponding liability is presented to record these funds held by the enterprise fund. In situations
where it is permissible to spend restricted resources, the Village typically depletes the available
restricted resources before consuming unrestricted resources.

M. FUND EQUITY
In the fund financial statements, governmental funds report reservations of fund balance for
ameunts that are not available for appropriation or are legally restricted by outside parties for use

for a specific purpose. Designations of fund balance represent tentative management plans that
are subject to change. -

N. INTERFUND TRANSACTIONS

Transactions that constitute reimbursements to a fund for expenditures initially made from it that
are properly applicable to another fund are recorded as expenditures in the reimbursing fund and
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as reductions of expenditures in the fund that is reimbursed. Nonrecurring or nonroutine
permanent transfers of equity are reported as residual equity transfers. All other interfund
transactions are reported as transfers.

0. ESTIMATES

The preparation of financial statemenis in conformity with accounfing principles generally
accepted in the United States of America require management {o make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of
revenues, expenditures, and expenses during the reporting period. Actual resulis could differ
from those estimates.

2. AD VALOREM TAX

All trade and ad valorem tax receivables are shown net of an allowance for uncollectible
accounts. Uncollecticle amounts due for ad valorem taxes and water and sewer revenue are
recoghized as bad debis through the establishment of an allowance account.

Ad valorem taxes are levied on a calendar year basis and become delinquent on December 31.
The Village bilis and collects its own ad valorem taxes. For the 2007 ad valorem taxes one rate
of tax was levied on property within the corporate limits, as follows:

6.90 mills for the general maintenance of the Village. This millage was approved by the
Village Council on June 6, 2007. This miliage is the maximum millage that can be assessed
without the approval of voters.

For the year ended June 30, 2008, taxes of $122,934 were levied on property. There were no
accounts receivable at June 30, 2008.

The following are the principal taxpayers and related ad valorem tax revenue for the Village:

Smurfit-Stone Container $101,895
Hodge Bank and Trust 3,520
Delage Landen Operational Services 2527
Caterpillar Financial Services 1,877
Altivity Packaging LLe 1,640

Total $111.559

3. SALES TAX -

The qualified electors of the Village of Hodge authorized a one cent sales and use tax levy to be
dedicated and used for the purpose of providing fund for any lawful corporate purpose of the
Village for an undefined period of time. The tax was first levied on December 1, 1983.

4, CASH AND CERTIFICATES OF DEPOSIT

At June 30, 2008, the Village had cash and restricted cash (book bhalances) totaling $117,781
and certificates of deposits totaiing $126,782.

These deposits are stated at cost, which approximates market. Under state law, these deposits
(or the resulting bank balances) must be secured by federal depcsit insurance or the pledge of
securities owned by the fiscal agent bank. The market value of the pledged securities plus the
federal deposit insurance must at all times equal the amount on deposit with the fiscal agent.
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The Village maintains its cash accounts at Hodge Bank and Trust. The bank provides Federal
Deposit Insurance Corporation (FDIC) coverage of $100,00C for all demand deposits and
$100,000 for alf tims deposits(timed deposits are defined as any interest bearing account). At
June 30, 2008, the Village had $260,471 in deposits (ccllected bank balances). These deposits
are secured from risk by $100,000 federal deposit insurance and $493,750 of pledged securilies
held by a custodial bank in the name of the fiscal agent bank.

8. RECEIVABLES

The receivables of $155,698 at June 30, 2008, are as follows:

Fung . :
Genzral | Capital Projects | Entesprise Tetal
State-DOTD $ 1306 % - 5 - 3% 1,306
Roysfiies, franchise, and other taxes 668 - - 668
Sales taxes 124,632 - - 124,632
Customer 416 - 1,168 1,684
Other 21,530 5,979 - 27,509
§ 148557 § 5678 5 1,968 § 155698
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7. CAPITAL ASSETS

A summary of changes in capital assets for the year ended June 30, 2008, is as follows:

A. Capital Assets - Governmental Funds

Beginning Ending
Balance Additions Deletions Balance
Capital assets not being depreciated:
Land 3 59291 § - 8 -3 59,291
Consiruction in prograss - 47,59 - 47,691
Total capital assefts not being depreciated 59,291 47,59 - 106,882
Caplial assefs heing depreciated:
Buildings 224,693 - - 224,693
Improvements olher than Buildings 57,992 - 57,992
Stresls 859,149 - 859,149
Machinery and Equipment 568,908 21,603 (20,069} 570,442
Total capital assels being depreciated 1,710,742 21,603 (20,069) 1,712,276
Less accumuated depreciation far,
Buikdings (140,203} (5,617) - {145,820)
Improvements cther than Buildings {54,951) {296) - (55,247)
Streets (34,929) (42,957) - (77,888)
Machinery and Equipment (474,813) (24,710) 20,069 {479,454)
Total accumulated depreciation (704,888) {73,580} 20,069 (758,407)
Total capital assets being depreciated, net 1,005,848 (51,977) - 953,869
Totz! capal assefs, net $  1,085137 § (4,388) § - § 1,080,751
Functional Aliacation of Depreclaticn Expense
Funcion
General Govemment §4,275
Fire 678
Police 13,020
Sanitation 218
Highway and Stresafs 55,382
Total T §13,580
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B. Capita!l Assets - Proprietary Funds

Beginning Ending
Balance Additions Deletions Balanice

Capital assal not being deprectated:
Land $ - % . - % -
Constructions In prograss - -

Total capitol assels nof being depreciated - - -

Other Capilal assels being depreciabed:

Water and Sewer System 424,204 4,700 . 428,904
Machinery & Equipment 57,277 - - 57 277
Tofal other capital assets being depreciated 431,481 4,700 - 486,181

Less Accumulated Depreciation

Water and Sewer System {108,865) {14,727) - {123,582)

Machinery and Equipment (38,949) (2,0(]0)’ - {40,949)
Total Acctmulaled Depreciation {147.814) {16,727} - (164,541)
Total capital assets, net $ 333667 % {12,027) I"$ - § 321,640
*Depreciation ex pense was charged b

functions as follows
Business-ty pe activifies:

Water and Sewer 3 14,727

Machinery and Equipment 2,000
Total Business-lype activities depreciation

expanse $ 18,727

8. RETIREMENT
A. MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM OF LLOUISIANA (SYSTEM)

Plan Description

The System is composed of two distinct plans, Plan A and Plan B, with separate assets and
benefit provisions. Some of the employees of the Village of Hodge are members of Plan B. All
permanent employees working at least 35 hours per week who are not covered by another
pension plan and are paid wholly or in part from municipal funds and certain elected municipal
officials are eligible to participate in the System.
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Under Plan B, employees can retire at any age with at least 30 years of creditable service or at age
60 with 2 minimum of 10 years of creditable service. Generally, the monthly amount of the retirement
shall consist of an amount equal to 2% of the employee's final compensation multiplied by their
years of creditable service. However, under certain conditions as outiined in the statutes, the
benefits are limited to specified amounts. The System also provides death and disability benefits.
Benefits are established or amended by state statute.

The System issues an annual publicly available financial report that includes financial statements
and required supplementary information for the System. The report may be obtained by writing to
the Municipal Employees Retirement System of Louisiana, 7937 Office Park Boulevard, Baton
Rouge, Louisiana 70809, cr by calling (504) 9254810, or by visiting the System's website
wWWW.mersia.com. ‘

Funding Policy

Under Plan B, members are required by state statute to contribute 5.00% of their annual covered
salary and the Village of Hodge is required fo contribute at an actuarially determined rate. The
current rate is 6.75% of annual covered payroli. Contributions to the System also include one-
fourth of 1% of the taxes shown to be collectible by the tax rolls of each parish. These tax dollars
are divided between Plan A and Plan B based proportionately on the salaries of the active
members of each plan. The contribution requirements of plan members and the Village of Hodge
are established and may be amended by state statute. As provided by Louisiana Revised Statute
11:103, the employer contributions are determined by acluarial valuation and are subject to
change each year. , equal to the required contributions for each year. The Village contributions to
the System under Plan B for the year ending June 30, 2008 and June 30, 2007 were $4,832 and
$6,8185; equal to the required contributions for the year.

9. NOTE PAYABLE

The Village of Hodge borrowed $248,538 from Hodge Bank and Trust Company on October 25,
2006, at a fixed interest rate of 3%, as approved by the State Bond Commission. This loan
provided funds to complete street repairs. The original note matured one year from the issue
date on October 25, 2007, but the Village obtained an extension to April 25, 2008.

The Village made a $100,000 payment on May 21, 2007 leaving a balance due of $152,850 at
June 30, 2007, The Village made a principal payment of $100,000 on August 20, 2007 and the
final principal payment of $52,850 on October 6, 2007,

10. RELATED PARTY TRANSACTIONS

The mayor and mayor pro-tem serve on the Board of Directors of the Hodge Utility Operating
Company (HUOC) along with six members appointed by Smurfit-Stone Container Corporation.
HUOC operates and manages the water, sewerage, and electric generating facilities owned by
the Village of Hodge Combined Utility System (ancther related party). HUOC is considered to be
a related party. During the year ended June 30, 2008, revenues for franchise taxes, in lieu of
taxes, and fees for services rendered were received by the general fund from HUOC in the
amount of $47,474 and expenses paid from the enterprise fund to HUOC were $2,550 for the
year.

The Village provides various services to HUOC during the year, including the billing and collecting
of electricity generated by HUQOC for the Village's water and sewer customers. The amounts
coliected by the Village for HUOC are remitted to HUOC once a week. At June 30, 2008, the
Village had collected, but not remitted, $439 to HUOC.
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11. COMMITMENTS

The Village of Hodge is planning to upgrade an existing deteriorated gravity sewer system for an
estimated $363,530. The Village had been awarded a Louisiana Community Development Block
Grant for $227,430 to help fund the prcject. The balance will be funded by the Village of Hodge's
General Fund. At year end, the Village has made commitments with an engineering firm and a
consultant for the project. The Village has contracted with Hunt, Gillot, and Associates, LLC for
engineering services in the amount of $65,800 and the Coordinating and Development
Corporation for consuiting services in the amount of $38,700. The project is expected fo be
completed in Fiscal Year 2008-2009.

On March 13, 2007, the Village received approval for a Louisiana Government Assistance
Program Grant in the amount of $25,000 for sewer system upgrades, and on December 19, 2007,
the Village received approval for an additional Louisiana Government Assistance Program Grant
for $25,000 for the sewer system upgrades. The total cost of this project is estimated at $77,096.
The Village will fund the balance of $27,096 for this project from the General Fund. The sewer
system upgrade project is expected to be completed in Fiscal Year 2008-2009.

12. RISK MANAGEMENT AND ECONOMIC DEPENDENCY

The Village is exposed to various risk of loss related 1o torts, thefts of, damage to, and destruction
of assets, errors and omissions, and injuries to employees. To handle such risk of loss, the
Village maintains commercial insurance policies covering automobile liability and uninsured
motorist, surety bond coverage, flood insurance, and property insurance. In addition to the above
policies, the Village maintains a general liability policy and an errors and omissions policy. Mo
claims were paid on any of the policies during the past three years, which exceeded the policies'
coverage amount.

The Village is economically dependent upon Smurfit-Stone Container Corporation, which provides

the majority of property tax and sales tax revenue for the Village. There were no receivables at
June 30, 2008, due from Smurfit-Stone Container Corporation,

13, LITIGATION AND CLAIMS

Al June 30, 2008, the Village was not involved in any lawsuits nor is aware of any outstanding claims,

which are not covered by insurance.
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Schedule A
Village of Hodge, Louisiana T
Statement of Revenues, Expenditures and Changes in Fund Balance - Budget vs Actual
GENERAL FUND
For the Year Ended June 30, 2008

Budget Over / (Under)
Original/Final Actual Adjusted Budget
Revenues
Taxes

Ad Valorem 3 120,000 $ 123,063 § 3,063

Franchise taxes 2,500 3,085 585

Sales and use 375,000 452,382 77,382

Licenses and permits 18,000 19,726 1,726
Intergovemmental

Right-of-way maintenance 2,404 2,630 226

Fire insurance rebate 6,500 2,576 (3,924}

Parish Operating Fire Grant - 1,103 1,103

Police Supplemental Pay 15,300 9,950 (5,350)

Witness Fees - 350 350

Fines and forfeitures 42,000 39,939 {2,061)
Charges for Services

Connection Feeg 500 742 242

Garbage Fees - 5,412 5412

Services to Related Party 60,000 47474 (12,526)

Interest earnings 4,500 6,269 1,769

QOther Revenues

Rent 300 768 32)

Royalties 2,000 1,782 @18)

Miscellaneous 2.700 2,642 (53)
Total Revenues 652,204 719.893 67,689

Expenditures

Current-

General government 208,637 192,384 16,253
Police 222,900 189,778 33122
Fire 16,305 17,689 (1,384)

Streets 183,300 137,989 45311
Sanitation 34,300 24,571 9,729
Services to Related Party 52,015 24219 27,794
Debt Service 157,435 154,508 2,927
Capital outlay 58,500 21,603 36,897
Total expenditures 933,392 762,741 170,651
Excess(Deficiency) Revenues
Over Expenditures (281,188) (42,848) 238340
Other Financing Sources(Uses):

Qperating transfers in - 2,027 2,027
Operating transfers out - (52,587) (52.587)

Total Other Financing Sources(Uses) - (50,560} (30,560)

Net Changes in Fund Balances (281,188) (93,408) 187,780

Fund Balances - Beginning 405,316 405,516 -

Fund Balances - Ending 124328 § 312,108 % 187,780

The accompanying notes are an integral part of this statement,




VILLAGE OF HODGE
Hodge, Louisiana

Notes to the Schedule of Ravenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Year Ended June 30, 2008

NOTE 1 - BUDGETARY POLICIES

A proposed budget for the general fund of the Village of Hodge is prepared on the modified accrual
basis of accounting. The budget is [egally adopted by the Village of Hodge and then amended during the
year, as necessary. The budget is established and controlled at the object level of expenditures.
Appropriations lapse at year-end and must be reappropriated for the following year to be expended. The
Village of Hodge authorizes all amendments 10 the budget. There were no amendments made to the

original budget.

Formal budgetary integration is employed as a management control device during the year.
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Independent Auditor's Report on Internal Control Over
Financial Reéporting and on Compliance and
Other Matters Based on an Audit of Financial Statements
Performed In Accordance With Government Auditing Standards

Village of Hodge
Hodge, Louisiana

We have audited the financial statements of the governmental activities, the business-type activities
and each major fund of the Village of Hodge, as of and for the year ended June 30, 2008, which
collectively cemprise the Village of Hodge's basic financial statements and have issued our report
thereon dated December 21, 2008. We conducted our audit in accordance with auditing standards
generally accepted in the United States of Ametrica and the standards applicable to financial audits
contained in Government Audifing Stendards, issued by the Compiroller General of the United
States.

Internal Control Over Financlal Reporting

In plenning and performing our audit, we considered the Village of Hodge's internal confrol over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion an the
effectiveness of the Village of Hodge's internal control over financial reporting.  Accordingly, we do
not express an opinion on the effectiveness of the Village of Hodge's internal control over financial

reporting.

A contral deficlency exists when the design or operation of a control does not zallow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a contral deficiency, or combination of
control deficiencies, that adversely affects the Village of Hodge's ability to initfate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting principles
such that there is more than a remote lkelihood that a misstatement of the Village of Hodge's
financial statements that is more than inconsequential will not be prevented or detected by the
Village of Hodge's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that @ material misstatement of the financial statements will not be
prevented or detected by the Village of Hodge's internal control.

Qur consideration of intermal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be sipnificant deficiencies or material weaknesses. The deficiencies described in the
accompanying schedule of findings and questicned costs as finding 2008-02 and finding 2008-3 are
considered fo be significant deficiencies in internal control over financial reporting, and finding 2008-2
is considered to be a material weaknass.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Village of Hodge's financial statements
are free of material misstatement, we performed tests of ifs compliance with cerfain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have z direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we
do not express such an opinion. The results of our tests disclosed one instance of noncompliance or
other matters that is required to be reported under Government Auditing Standards and which is
described in the accompanying schedule of findings as item 2008-01.

Town of Hodge's response to the finding identified in our audit is described in the accompanying
schedule of findings. We did not audit the Town of Hodge's response and, accordingly, we express
no opinion on it,

This report is intended solely for the information and use of the members of the Board of Aldermen
of the Village of Hodge, management of the Village of Hodge, the Louisiana Legislative Auditor,
federal awarding agencies, and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties. Under Louisiana Revised Statute 24:513, this
report is distributed by the Legislative Auditor as a public document.

Horson Yl 24

December 21, 2008
Jonesboro, Louisiana
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Schedule 1

VILLAGE OF HODGE
Hodge, Louisiana

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2008

We have audited the basic financial statements of the Village of Hodge as of and for the year ended June
30, 2008, and have issued our report thereon dated December 21, 2008. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicabie to financial audits contained in Governmental Auditing Standards, issued by the Comptroller
General of the United States, and the provisions of OMB Circular A-133. Our audit of the financial
statements as of June 30, 2008 resulted in an unqualified opinicn.

A. SUMMARY OF AURITOR'S REPORTS

Report on Internal Control and Compliance Material to Financial Statements

Internal Control

Material Weaknesses X Yes _ No Other Conditions X Yes _ No
Compliance

Compliance Material to Financial Statements _Yes X No
B. FINDINGS - FINANCIAL STATEMENTS AUDIT

CURRENT YEAR
2008-1-Untimely Filing of Report

The Village of Hodge did not have annuai financial statements filed within six months of the
close of the year as required by law.

Management Response

Practices have been put in place that will ensure future required filings will be submitted in a
timely manner, and within the time frame required by state law.

2008-2-Inadequate Separation of Duties

The Village of Hodge has too few personnel involved in the accounting system to have
adequate separation of duties for internal control.

Management Response
The Village has an accounting workload that can be easily managed by two employees (one

full-time, one part-time). The hiring of employees to provide enhanced internal control does
not appear to be the best use of the Village's resources.

2008-3-Inadequate Controls over Preparation of Financial Statements
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Personne! for the Village of Hodge do nct have sufficient financial expertise to prepare the
financial statements without some technical assistance in applying accounting principles that
are in conformity with GAAP. However, they can understand the key issues identified, make
any required management decisions, and fulfill the competency requirements, so that they
can accept responsibility for the financial statements.

Management Response

The Village has employees with the abiiities to record cash receipts and disbursements,
prepare adjusting entries,and prepare draft financial statements. However, there ars times
that they do not have the expertise to apply certain accounting principles. Providing
employees with additional education does not appear to be the best use of the Village's
resources, but the Village will encourage the employees to use technical assistance available.

PRIOR YEAR
2007-1-inadequate Separation of Duties

The Village of Hodge has (oo few personnel involved in the accounting system to have
adequate separation of duties for internal control.

Management Response

The Village has an accounting workload that can be easily managed by two employees (one
full-time, one part-time). The hiring of employees to provide enhanced internal control does
not appear to be the best use of the Village's resources.

2007-2-Inadequate Cantrols over Preparation of Financial Statements

Personne/ for the Village of Hodge do not have sufficient financial expertise o prepare the
financial statements without some technical assistance in applying accounting principles that
are in conformity with GAAP. However, they can understand the key issues identified, make
any required management decisions, and fulfill the competency requirements, so that they
can accept responsibility for the financial statements.

Management Response

The Village has employees with the abilites to recerd cash receipts and disbursements,
prepare adjusiing entries,and prepare draft financial statements. However, there are times
that they do not have the expertise to apply certain accounting principles. Providing
employees with additional education does not appear to be the best use. of the Village's
resources, but the Village will encourage the employees to use technical assistance available.
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Schadule 2

VILILAGE OF HODGE
Hodge, Louisiana

Schedule of Compensation Paid Councilpersons
For the Year Ended June 30, 2008

[ 2008 |
James Culpepper $ 3,700
Randall Harrington 3,700
Carla Smith 3,700
Total $ 11,100
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