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INDEPENDENT AUDITORS’ REPORT

Members
American Institute of

Certified Public Accountants

We were engaged (o audit the accompanying general purpose financial statements of the Village of Hodge, Louisiana,
as of and for the two ycars ended June 30, 1999, as listed in the table of contents. Thesc general purpose finaneial
statements are the responsibility of the Village of lodge, 1L.ouisiana, management.

We were unable to obtain the audited financial statements supporting the financial activities of the Village of Hodge,
L.ouisiana, nor were we able to satisfy ourselves as to those financial activities by other auditing procedures. Those
financial activities are included in the Governmental Fund Type, Proprietary Fund Type and General Fixed Asscls

Account Group and represent 100 pereent and 100 percent of the assets and revenucs, respectively, of the

Governmental Fund Type, Proprietary Fund Type and General Fixed Assets Account Group.

Since we did not audit the financial statements of the Village of Hodge referred to above, the scope of our work was
not sufficient to cnable us to express, and we do not express, and opinion on these general purpose financial

statements.

Sincerely,

DKA,.—ER D Q\W.—H@%

KENNETH D. FOLDEN & CO,

Certified Public

Accountants

Jonesboro, Louisiana

March 16, 2000
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VILLAGE OF HODGE Statement A
Hodge, Louisiana
ALL FUND TYPES AND ACCOUNT GROUP
COMBINED BALANCE SHEET, JUNE 30, 1999
Goveramentl | Froprictary | Aceount |
_FundType | FundType | Group
|| Generat | Total
(ri‘:nerﬂl lm crpl‘ISt . Fixed - (Mcmorandum
Fund O Fund. | Assets | - Only)
ASSETS
Cash $ 211,051 § 14,035 § $ 225,086
Receivables 63,681 1,071 64,752
Prepaid insurance 8,525 1,303 9,828
Restricted assets - cash 15,956 15,950
L.and, buildings and cquipment
(Net, where applicable, of accumulated depreciation) . 314,608 791,899 1,106,507
Total Assets $ 283,257 % 346973 $ 791,899 § 1,422,129
LIABILITIES:
Accounts payable $ 6,620 $ 290 $ 6,910
Payroll taxes & deductions payable 9,730 9,730
Sales tax payable 990 990
Pavable from restricted asscts customer deposits 15,956 15,956
Total Liabilitics 17,340 16,246 NONE 33,586
EQUITY
Contributed capital 139,432 139,432
| Investment in general fixed assets 791,899 791,899
| Retaincd carnings -
Unreserved 191,295 191,295
Fund balances -
Unreserved and undesignated 265,917 265,917
Total Equity 265,917 330,727 791,899 1,388,543
I
| Total Liabilitics and Equity $ 283,257 § 346,973 § 791,899 § 1,422,129
i
The accompanying notes are an integral part of these financial statements.
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VILLAGE OF HODGE
Hodge, Louisiana

GOVERNMENTAL FUND TYPE - GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL

REVENUES

Taxes -
Ad valorem
Franchise
Sales
Licenses and permits -
Occupational licenses
Intergovernmental -
Alcoholic beverage tax
Fire insurancc rchate
Tobacco {ax
Police supplemental pay
Fees and charges - garbage fees
Fincs and forfeitures
Use of money and property
Service to others
Miscellaneous

Total Revenuces

EXPENDITURES

General and administrative
Fire department

Police department
Sanitation department
Service to others

Street department

Total Expenditures

Total Ofther Financing Sources (Uses)

FOR THE YEAR ENDED JUNE 34, 1999

Statement B

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Operating transfer to other funds

EXCESS (DEFICIENCY) OF REVENUES AND OTHER SOURCLES

OVER (UNDER) EXPENDITURES AND OTHER USES

KUND BALANCE - BEGINNING

FUND BALANCE - ENDING

- Vnrihitce_
SR R Favorable
N 113,000 $ 114,321 $ 1,321
1,200 641 (559)
330,000 363,908 33,908
1,475 11,766 10,291
2,700 2,752 52
2,000 2,279 279
14,000 14,400 400
5,300 5,611 311
6,000 6,424 424
3,300 3.472 172
45,000 24,014 (20,986)
562 562
523.975 550,150 26,175
104,025 04,658 9,367
33,350 16,771 16,579
215,025 175,172 39,853
19,350 29,813 (10,463)
41,000 44,701 (3,701)
262,117 145,689 116,428
674,807 506,804 168.063
(150,892) 43,346 194,238
(80,000) __ (67.310) 12,690
(80,000) __ (67.310) 12,690
(230,892)  (23,964) 206,928
230.892 289.881 58.989
NONE § 2065917 % 205,917

The accompanying notces are an integral part of these financial statements,




REVENUES
Taxes -
Ad valorem
Franchise
Sales
Licenses and permits -
QOccupational licenses
Intergovernmental -
Fire insurance rchate
Tobacco lax
Police supplemental pay
Fecs and charges - garbage fees
Fincs and forfecitfures
Use of money and property
Service to others
Miscellaneous

Total Revenues

EXPENDITURES
General and administrative
Fire department
Police department
Sanitation department
Scrvice to others
Street department

Total Expenditures

OTHER FINANCING SOURCES
Operating transfer to other funds

FUND BALANCE - BEGINNING

FUND BALANCE - ENDING

Total Other Financing Sources (Uses)

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES AND OTHER SOURCES
OVER (UNDER) EXPENDITURES AND OTHER USES

VILLAGE OF HODGE Statement C
Hodge, Louisiana
GOVERNMENTAL FUND TYPE - GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 1998
SR Variance
1| Favorable
CRudect o Actnal: - nfavi ll
$ 115000 % 133,916 $ 18,916
1,500 2,234 734
330,000 382,818 52,818
1,400 5,305 3,905
2,713 2,713
2,000 3,039 1,039
9,500 14,034 4,534
5,350 5,144 (206)
6,000 7,112 1,112
3,200 3,834 634
52,000 25,670 (26,330)
176 176
525,950 585,995 60,045
124,625 94,344 30,281
45,525 15,166 30,359
235,850 187,492 48,358
58,000 12,557 45,443
41,000 17,620 23,380
149,200 139,188 10,012
054,200 466,367 187,833
(128,250) 119,628 247,878
(USES)
(146,548)  (165,938) (19,390)
(146,548)  (165,938) (19,390)
(274,798) (406,310) 228,488
279,841 336,191 56,350

$ 5043 § 289881 $

The accompanying notes are an integral part of these financial statements.
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VILLAGE OF 110DGE Statement D
Hodge, Louisiana
PROPRIETARY FUND TYPE - ENTERPRISE FUND
STATEMENTS OF REVENUES, EXPENSES AND
CHANGES IN RETAINED EARNINGS
AS OFF AND FOR THE TWO YEARS ENDED JUNE 30, 1999 AND 1998

1999 | - 1908

OPERATING REVENUES

Watcr sales $ 8,988 § 8,647
Scwer sales 4,314 4,168
Delinguent charges 100 178

Total Operating Revenues 13.402 12,993

OPERATING EXPENSES

Depreciation 0,436 6,436
Insurance | 581
Office supplics 3,927 184
Outside services 35
Purchased utilitics 2,550 2,550
Capital outlay 52,386 130,935
System repair and maintenance 13,573 13,783
System supplies and expense 7,751 16,777
Workmen’s compensation _ 2,303 2,686
Total Operating Expenses _ 36,5758 42,997
OFPERATING LOSS (23,173) (30,004)
NON-OPERATING REVENUE - INTEREST INCOME 623 620
TRANSFERS FROM GENERAL FUND _ 67,310 165,938
NET PROFIT (LOSS) 44,760 136,554
RETAINED EARNINGS - BEGINNING 15,600 9,981

RETAINED FEARNINGS - ENDING 00360 § 146,535

s

The accompanying notes are an integral part of thesc financial statements.
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VILLAGE OF HODGE Statement E
PROPRIETARY FUND TYPE - ENTERPRISE FUND
STATEMENT OF CASH (AND CASH EQUIVALENTS) FLLOWS
AS OF AND FOR THE TWO YEARS ENDED JUNE 30, 1999 AND 1998

1999 | 1998

Cash flows from operating activities:
Net income (loss) $ 44,760 $ 136,554
Adjustments to reconcile net income to net
cash provided by operating activities

Depreciation 6,436 6,436
(Increase) deerease in:
Accounts reccivable (12) 353
Prepaid insurance (302) 1,267
Restricted asscts 150 1,070
Increase (decreasce) In:
Accounts payable (117) (11,387)
Customer deposits (150) (1,070)
Accrued liabilitics _ (444)
Net cash provided by operating activities 50,765 132,779

Cash flows from capital and related financing activities:

Purchase of property, plant and equipment (52,386) (130,935)
Nct cash increase (decrease) for the year (1,621) 1,844
Cash at beginning of year (unrestricted) B 15,656 13,812
Cash at end of year (unrestricted) $ 14,035 $ 15,656

The accompanying notes are an integral part of these financial statements.




VILLAGE OF HODGE, JLOUISIANA
NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE TWO YEARS ENDED JUNE 30, 1999

INTRODUCTION

The Village of Hodge was incorporated under the Lawrason Act January 31, 1928, The Village operates under a
Mayor - Board of Aldermen form of government. The Village is located in Jackson Parish, Louisiana,

The accounting and reporting policies of the Village of Hodge conform to generally accepted accounting principles
as applicd to governmental units. The accounting and reporting procedures conform to the requirements of Louisiana
Revised Statutes 24:517 and to the guides set forth in the Louisiana Municipal Aundit and Acconnting Guide and to
the industry audit guide, Audits of State and Local Governmental Units, published by the American Institute of
Cerfified Public Accountants.

1.

SUMMANRY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

Based upon standards for defining and reporting on the financial reporting entity, the Village of Hodge is a
primary government. Component units can beidentified by financial accountability and whether exclusion would
create misleading or incomplete financial statements. Based on this criteria, the financial statements of the
Combined Utility System (Ilectric, Water and Sewer) of the Village of Hodge and the related assets and liabilities
for the two calendar years ended Deecember 31, 1998, have not been included in the accompanying financial report.
The Combined Ulility System is operated by the Hodge Utility Operating Company, a Louisiana Corporation,
under agreement dated March 1, 1972, between the Village of Hodge and the Hodge Utility Operating Company.

The Enterprise (Water and Sewer) Fund included in this report consists of water and sewer income and expenses
incurred by the Village of Hodge for the operation of that portion of the utility system within the corporate limits
of the Village. The Village pays an annual fee to the Combined Utility System Trustee for use of these facilities.

B. Fund Accounting

The accounts of the Village of Hodge are organized on the basis of funds and account groups, each of which is
considered a separate accounting entity. The operations of cach fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenues and expenditures or expenses, as
appropriate. Governmental resources are allocated to and accounted for in individual funds based upon the
purposcs for which they are to be spent and the means by which spending activities are controlled. The various
funds arc grouped, in the financial statements in this report, into two broad fund categories and two generic fund
types as follows:

Governmental Funds-
General Fund

The General Fund is the general operating fund of the Village. 1t is used to account for all financial
resources except those required to be accounted for in another fund.

————— e~ L N e R e we—— | etk LA




VILLAGE OF HODGE, LOUISIANA
NOTES TO FINANCIAL STATEMENTS (continued)
AS OF AND FOR THE TWO YEARS ENDED JUNE 30, 1999

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Proprictary Funds-
Enterprise Funds

Enterprise funds are used to account for operations (a) that are financed and operating in a manner
similar to private business enterprises - where the intent of the governing body is that the costs (expenscs,
including depreciation) of providing water and sewer scrvices to the general public on a continuing basis
be financed or recovered primarily through user charges; or (b) where the governing body has decided
the periodic determination of revenues earned, expenscs incurred, and/or net income is appropriate for
capital maintenance, public policy, management control, accountability or other purposes.

C. Mecasurement Focus

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. All
governmental funds and trust funds are accounted for using a current financial resources measurement focus.
With this measurement focus, only current assets and current hiabilities gencrally are included on the balance
sheet. Operating statements of these funds present increases (i.e., revenues and other financing sources) and
decreases (i.c., expenditures and other financing uses) in net current assets.

All proprictary funds are accounted for on a flow of economic resources measurement focus, With this
measurcment focus, all assets and ali liabilitics associated with the operation of these funds are included on the
balance sheet. FFund cquity (1.e., nct total assets) is segregated into contributed capital and retained earnings
components. Proprictary fund-type operating statements present increases (c.g., expenses) in net total assets.

I). Basis of Accounting

The modified accrual basis of accounting is used by all governmental fund types. Under the modified acerual basis
of accounting, revenues arc recognized when susceptible to acerual (i.c., when they become both measurable and
available). “Measurable” means the amount of the transaction can be determined and “available” means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the current period.
The Village considers all governmental revenues as available if they are collected within 60 days after year end.
Expenditures are recorded when the related fund liability is incurred. Purchase of various operating supplics are
regarded as expenditures at the time purchased.

Those revenues susceptible 1o accrual are intergovernmental revenues, taxes, charges for services, franchise fees,
intcrest and taxes collected locally. Fines, occupational licenses and other miscellaneous income are not susceptible
to accrual becausce gencerally they are not measurable until received in cash,

The accrual basis of accounting is utilized by proprietary fund types. Under this method, revenues are recorded
when earned and cxpenses are recorded at the time liabilities are incurred. Proprictary fund types follow
generally accepted accounting principles preseribed by the Governmental Accounting Standards Board and all
Financial Accounting Standards Board’s standards issucd prior to November 31, 1989.
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VILLAGE OF HODGE
Hodge, Louisiana
NOTES TO FINANCIAL STATEMENTS (continued)
AS OF AND FOR THE TWO YEARS ENDED JUNE 30, 1999

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
L. Budgets

Budgets are prepared on a basis consistent with generally accepted accounting principles (GAAP). Budgets are
made available for public inspection at the time of adoption. The Board of Aldermen must meet and approve all
budget changes or amendments, At year end, all appropriations lapse. Budget amounts for thie two years ended
June 30, 1999, arc as originally adopted.

F. Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for the expenditure
of monics are recorded in order to reserve that portion of the applicable appropriation, is not employed by the
Village of Hodge.

G. Prepaid Insurance

Payments made to insurance companies for insurance coverage that will benefit periods beyond June 30, 1999,
arc recorded as prepaid items in the asset section of the balance sheet.

H. Restricted Asscts

The “customer deposit” account is used to report procceds from customers’ meter deposits. A corresponding
liability is presented to record these funds held by the enterprisce fund.

]J. Use of Estimatcs

The preparation of financial statements in conformity with generally aceepted accounting principles requires
management to 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 and expenses during the reporting period. Actual results could differ from those estimates.
J. Fixed Assels

Fixed assets of governmental funds are recorded as expenditures at the time they are purchased or constructed,
and the related assets are capitalized (reported) in the gemeral fixed assets account group. Public domain or
infrastructures arc not capitalized. No depreciation has been provided on gencral fixed assets. All fixed assets
are valued at historical cost or estimated cost if historical cost is not available.,

Fixed assets used in the proprictary fund operations arc included on the balance sheet of the funds, net of
accumulated depreciation. Depreciation of all exhaustible fixed asscts used by proprietary fund operations is
charged as an expense against gperations. Depreciation is computed using the straight-line method. The fixed
assets recorded in the proprictary fund have estimated useful lives of five (5) to forty (40) years,




VILLAGE OF HODGE |
Hodge, Louisiana

NOTES TO FINANCIAL STATEMENTS (continued)
AS OF AND FOR THE TWO YEARS ENDED JUNE 30, 1999

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
K. Cash and Cash Equivalents

Cash includes amounts in demand deposits, interest-bearing demand deposits, and money market accounts. Cash
equivalents include amounts in short-ferm time deposits. Undcer state law, the Village of Hodge may deposit funds
in demand deposits, interest-bearing demand deposits, money market accounts, or time deposits with state banks
organized under Louisiana law and national banks having their principal offices in Louisiana.

Under state law, the Village of Hodge may invest in United States bonds, treasury notes or certificates. These are
classificd as investments if their original maturities exceed 90 days; however, if the original maturities are 90 days
or less, they are classificd as cash equivalents. At Junc 30, 1999, the Village of Hodge had no investments.

L. Compensated Absences

Employces carn from one week to three weeks of vacation leave annually, depending upon length of service;
vacation leave does not accumulate. Employees carn from one week to six weeks of sick leave annually, depending
upon length of service; sick Ieave does not accumulate, The cost of current leave privileges, computed in
accordance with GASB Codification Section C60, is recognized as a current year expenditure in the governmental
funds when Jeave is actually taken.

M. Mcmorandum Only - Total Columns

Total columns on the general purpose financial statements are captioned “Memorandum Only” to indicate that
they are presented only to facilitate financial analysis. Data in these columns do not present financial position,
results of operations or changes in financial position in conformity with generally accepted accounting principles.
Neither is such data comparable to a consolidation. Interfund eliminations have not been made in the aggregation
of this data.

2. CASH AND INVESTMENTS

At June 30, 1999, the Village of Hodge has cash and cash equivalents (book balances) totaling $225,086 unrestricted
and $15,956 restricted as follows:

Demand Deposits $ 240,673
Petty cash i 371
Total $ 241,044

These deposits arc 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 securities owned by the fiscal agent bank. The
market value of the pledged sceurities plus the federal depositinsurance must at all times equal the amount on deposit
with the fiscal agent. These securifies are held in the name of the pledging fiscal agent bank in a holding or custodial
bank that is mutually acceptable to both parties. At June 30, 1999, the Village of Hodge has $194,844 in deposits
(collected bank balances). These deposits aresecured from risk by $100,000 of federal depositinsurance and $248,438
pledged sccuritics held by the custodial bank in the name of the fiscal agent bank (GASB Category 3).

10
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VILLAGE OF BODGE
Hodge, Louisiana
NOTES TO FINANCIAL STATEMENTS (continuecd)
AS OF AND FOR THE TWO YEARS ENDED JUNE 30, 1999

2. CASH AND INVESTMENTS (continued)
Fven though the pledged securities are considered uncollateralized (Category 3) under the provisions of GASB

Statement 3, Louisiana Revisced Statute 39:1229 imposcs a statutory requirement on the custodial bank to advertise
and scll the pledged securities with 10 days of being notified by the Village of Hodge that the fiscal agent has failed

{o pay deposited funds upon demand.

3. RECEIVABLES

The receivables at June 30, 1999, consisted of the following:

_ General . |__Enterprise | Total ]
Taxes:
Ad valorern $ 2,062 $ 2,062
Sales and use 60,859 60,859
Accounts 1,071 1,071
Intergovernmental _ 760 760
Total 3 __ 63.681 § 1.071 8 04.752

4. AD VALOREM TAXES

Taxes are levied on a calendar year basis and are due on December 31, The Village bills and collects its own Ad
Valorem taxes. The following is a summary of authorized and levied ad valorem taxes:

For the year ended Junc 30, 1999 6.9 6.9
For the year ended June 30, 1998 6.9 6.9
4 RESTRICTED ASSETS - PROPRIETARY FUND TYPE
Restricted asscts were applicable to the following at June 30, 1999:
Customers’ deposits $ 15,956

11
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VILLAGE OF HODGE
Hodge, Louisiana
NOTES TO FINANCIAL STATEMENTS (continued)
AS OF AND FOR THE TWO YEARS ENDED JUNE 30, 1999

6. CHANGES IN GENERAL FIXED ASSETS

A summary of changes in general fixed asscets is as follows:

Balanceat [ - {0 | Balanceat

CJuly1, 1997 | Additions ot Deletions | June 30, 1998
Land $ 9,791 $ 9,791
Buildings 184,411 184,411
Other improvements 63,625 63,625
Equipment 471,718 48,773 1,084 519,407

Total General Fixed Asscts $ 729,543 § 48,773 $ 1,084 $ 777,234

at {1 | Balanceat
luly 1, 1998 1 Additions .. Deletions —1.June 30,1999

l.and $ 9,791 $ 9,791
Buildings 184,411 184,411
Ofther improvements 63,625 574 64,199
Equipment 519,407 14,091 533,498

Totial General Fixed Assets $ 777.234 § 14,665 NONE $ 791,899

p—

The additions for the year ended June 30, 1998, consist of $23,711 of eapital outlay expenditures and a $25,062 item
which was not shown in prior audit.

7. SALES AND USE TAX LEVY

The Village was authorized in 1983 to levy a 1% sales and use tax for the purpose of providing funds for any lawful
corporate purpose for an undcefined period of time. The tax was first levied on December 1, 1983.

8. ECONOMIC DEPENDENCY

The Village of 1lodge is economically dependent upon Stone Container Corporation, which provides the majority of
property tax and sales tax revenue for the Village. There were no receivables at June 30, 1999, for taxes due from
Stone Container,

9. PENSION PLANS

All full-time employces of the Village of Hodge participate in either the Municipal Employees® Retirement System,
State of Louisiana (MERS) or the Municipal Police Employecs’ Retirement System, State of Louisiana (MPERS), both
of which are cost-sharing, multiple-cmployer public employce retirement systems. The MERS and the MPERS
provide retirement benefits, survivor benefits, deferred retirecment option plan (DROP) benefits and disability
benefits.,

The MERS was established and provided for by R.S. 11:1731 of the Louisiana Revised Statutes. It is comprised of
{wo plans, I’lan A and Plan B. There are no Village employecs participating in Plan A. Members are cligible for
vesting under Plan B after a minimum of ten years of creditable service. The Municipal Employees’ Retirement
System issucs a publicly available financial report that includes financial statements and required supplementary
information for MERS. That report may be obtainced by writing to Municipal Employees’ Retirement System, 9401
United Plaza Boulevard, Room 270, Baton Rouge, Louisiana 70809-7017, or by calling (504) 929-7411.

12




VILLAGE OF HODGE
Hodge, Louisiana
NOTES TO FINANCIAL STATEMENTS (continued)
AS OF AND FOR THE TWO YEARS ENDED JUNE 30, 1999

9. PENSION PLANS (Continued)

Benefit provisions for MPERS arce authorized within Act 189 of 1973 and amended by the LS 11:2233. Members are
cligible for vesting after a minimum of twelve years of creditable service. The Municipal Police Employces’
Retirement System issues a publicly available financial repert that includes financial statements and required
supplementary information for MPERS. That report may be obtained by writing to Municipal Police Employees’
Retirement System, 6750 Van Gogh Avenue, Baton Rouge, Louisiana 70806-2798, or by calling (504) 929-4810.

Member contribution rates are established by statute as percentage of earnable compensation for cach system. For
the year ended June 30, 1999 and 1998, the member contribution rate for the MERS under Plan B was 5% and for
the MPERS was 7.5%. Both systems receive cmployer contributions that are determined according to actuarial
requirements and are set annually, The employcer contribution rate for the year ended June 30, 1999 and 1998, for
MERS was 3.75% and 2.75%, respectively, and for MPERS was 9% of covered payroll.

The Village’s contributions to MERS and MPERS made for the year ended June 30 1999 and 1998, for the MERS was
$2,296 and $1,744, respectively, and for the MPERS was $4,870 and $4,644, respectively, equal to the required
contributions for cach year,

10. RELATED PARTY TRANSACTIONS

Since (he mayor and mayor pro-tem serve on the Board of Directors of the Hodge Utifity Operating Company
(“operating Company”), the Operating Company is considercd to be a related party. During the year ended June 30,
1999 and 1998, revenues received by the general fund from the Operating Company were $24,014 and $25,670,
respectively, and expenses paid from the enterprise fund to the Operating Company were $2,550 for cach year.

11. LITIGATION AND CLAIMS
The Village of Hodgc is not involved in any litigation at June 30, 1999,

12. SUBSEQUENT EVENTS

On January 20,2000, the Hodge Police Department arrested the former Village Clerk for altegedly embezzling Village

of Hodge monics. Currently, the Legislative Auditor’s Office is conducting an audit to determine the truth of that
assertion.

13
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VILLAGE OF HODGE
Hodge, Louisiana
SUPPLEMENTAL INFORMATION SCHEDULE
For the Two Years Ended June 30, 1999

GENERAL

COMPENSATION PAID ALDERMEN

The schedule of compensation paid to the Village of Hodge aldermen is presented in compliance with Housc
Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislaturc. Compensation of the Village of Hodge
aldermen is included in the general administrative expenditures of the General Fund. Members of the governing
board reccive compensation pursuant to Louisiana Revised Statute 33:405 (G).
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VILLAGE OF HODGE
Hodge, Louisiana

Schedule of Compensation Paid Aldermen
For the Two Years Ended June 30, 1999

o ___ALDERMEN . L 1009 |~ joo8 =
Jimmy Culpepper \ 3,000 § 3,000
I.con Knox, Jr. 3,000 3,000
Carla Smith 3.000 3,000

Total $ 0,000 $ 9.000
15
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Kenneth D. Folden & Co.

Kenneth D, Folden, CPA Certified Public Accountants Ted W. Sanderlin, CPA
Mcmbers 302 Eighth Street Mcmbers
Socicty of Louisiana Jonesboro, LA 71251 American Institute of
Certified Public Accountants (318) 259-7316 Certified Public Accountants

FAX (318) 259-7315

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Quenton Causey, Mayor
and Board of Aldermen

Village of Hodge

Hodge, Louisiana 71247

We were engaged to audit the general purpose financial statements of the Village of Hodge, L.ouisiana, as of and for
the two years ended June 30, 1999, and have issued our report thereon dated March 16, 2000, which was a disclaimer
of opinion because insufficient aundit evidence exists to support the Village of Hodge's financial statements. Except
as discussed in the preceding sentence, we conducted our audit in accordance with 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.

Compliance

As part of obtaining reasonable assurance about whether the Village of Hodge, Louisiana's general purpose financial
statements are free of material misstatement, we performed tests of 1ts compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts., However, providing an opinion on compliance with those provisions
was notl an objective of our auditf, and accordingly, we do not express such an opinion, The results of our fests
disclosed instancces of noncompliance that arc required to be reported under Government Auditing Standards which
are described in the accompanying schedule of findings and questioned costs as items #1991-1 and #1999-2, We also
noted certain immaterial instances of noncompliance that we have reported to management of the Village of Hodge,
Louisiana, in a separate letter dated March 16, 2000.

Internal Control Over Financial Reporting

In planning and performing our audit, we considerced the Village of Hodge, Louisiana's internal control over financial
reporting in order (o determine our auditing procedures for the purpose of expressing our opinion on the general
purpose financial statements and not to provide assurance on the internal control over financial reporting. Howcever,
we noted a certain matter involving the internal control over financial reporting and its operation that we consider
to be reportable condition. Reportable conditions involve matters coming to our attention relating to significant
dcficiencies in the design or operation of the internal control over financial reporting that, in our judgement, could
adversely affect the Village of IHodge, Louisiana's ability to record, process, summarize and report financial data
consistent with the assertions of management in the genceral purpose financial statements, The reportable condition
is described in the accompanying schedule of findings and questioned costs as item #1999-3,

16
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A material weakness is a condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to
the general purpose financial statements being audited may oceur and not be detected within a timely period by
cmployeces in the normal coursc of performing their assigned functions, Our consideration of the internal control over
financial reporting would not nccessarily disclose all matters in the internal control that might he reportable
conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be
material weaknesses. However, of the reportable condition described above, we considered item #1999-3 to be a
matcerial weakness. We also noted other matters involving the internal control over financial reporting that we have
reported to management of the Village of Hodge, Louisiana, in a separate letter dated March 16, 2000.

This report is intended for the information of management. However, this report is a matter of public record and its
distribution is not limited.

%wt:b;; %hq:\mm\_&f (-’Q
KENNETH D. FOLDEN & CO.
Certified Public Accountants

Jonesboro, L.ouisiana
March 16, 2000
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VILLAGE OF HODGE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE TWO YEARS ENDED JUNE 30, 1999

A. SUMMARY OF AUDIT RESULTS

B.

1. The auditors' report expresses a disclaimer of opinion on the general purpose financial statements of the
Village of Hodge.

2. Three reportable conditions relating to the audit of the general purpose financial statements are reported in

the REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL: REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS.

3. Two instances of noncompliance material to the financial statements of the Village of Hodge were disclosed

during the audit,
4. The Village of Hodge had no material federal award programs.
FINDINGS - FINANCIAL STATEMENTS AUDIT
REPORTABLE CONIDITIONS

#1999-1 Timeliness of audit;

Louisiana Revised Statute (LLSA-RS) 24:513 requires that an audit must be completed and submitted to the
Legislative Auditor's Office within six months of the closc of the entity's fiscal year, As the Village of Hodge's
fiscal year ended on June 30, 1999, the completed audit should have been submitted by December 31, 1999, Based
on instructions of the Village of Hodge's management, we did not start our audit until January 13, 2000. This
results in the audit report not being submitted within the six months as required by LSA-RS 24:5§13.

We recommend that the Village of Hodge comply with LLSA-RS 24:513 in the future,.

In a letter dated April 20, 2000, the management of the Village of Hodge stated that future audits would be
completed and submitted in compliance with LSA-RS 24:513.

#1999-2 General Fixed Asscts:

A master file of the general fixed assets was not maintained, nor was a complete physical inventory of the gencral
fixcd asscts taken during our audit period. LSA-RS 39:321-332 requires the maintenance of a master file
containing information pertaining to description of property, cost of property, location of property, and
description and location of identification mark on property. Additionally, a complete physical inventory of the
property is requirced once cach fiscal year. Because of the failure to maintain adequate records, the general fixed
asscts could not be audited.

We recommend that the Village of Hodge comply with LSA-RS 39:321-332.

In a letter dated April 20, 2000, the management of the Village of Hodge stated that a physical inventory will be
taken prior to Junc 30, 2000, In addition, a master file would be maintained in the future.
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#1999-3_Accounting system

In our professional opinion, the Village of Hodge does not have enough personnel involved 1n the accounting
system to have an adequate separation of dutics for internal control. Because of thelimited number of
cmployces involved, there may not be adequate procedures to ensure that all monies received by the Village of
Hodge are being deposited. This situation could result in possible misappropriation of monies. On January 20,
2000, the former Village Clerk was arrested by the Hodge 1’olice Department for possible embezzlement. The
Legislative Auditor's Office 1s currently conducting an investigated audit upon this matter to determine the truth

of this assertion.

We reccommend that the Village of Hodge revised their accounting system to provide for an adequate separation
of dutics for internal control.

In a letter dated April 20, 2000, the management of the Village of Hodge stated that an additional office position
has been established 1o aid in their internal control structure.

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

The Village of Hodge had no major federal award program.
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Kenneth D. Folden & Co.

Kenneth D, Folden, CPA Certificd Public Accountants Ted W. Sanderlin, CPA
Members 302 Fighth Strect Members
Socicty of Louisiana Jonesboro, 1LA 71251 American Institute of
Certified Public Accountants (318) 2597316 Certificd Public Accountants

FAX (318) 259-7315

Honorable Quenton Causey, Mayor
And Board of Aldermen

Village of Hodge

Hodge, Louisiana 71247

In planning and performing our audit of the general purpose financial statements of the Village of Hodge, as of and
for the two years ended June 30, 1999, and fo obtain reasonable assurances about whether the financial statements
are free of material misstatement, we considered the following:

1) The internal control structure in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not t{o provide assurancc on the internal control structure; and,

2.) As part of obtaining recasonable assurance about whether the financial statements are free of material
misstatement, we performed tesis of the Village of Hodge’s compliance with certain provisions of laws,
regulations and contracts. The objective of our audit was not to provide an opinion on overall compliance with
such provisions. Accordingly, we did not express such an opinion,

During our audit, we beeame aware of certain matters involving immaterial noncompliance with laws and matters
disclosed in the audit report, as of and for the two years ended June 30, 1999, involving the internal control structure
that were opportunitics for strengthening internal controls and compliance requirements. The memorandum that
accompanics this letter summarizes our comments regarding those matters. (We previously reported on the Village
of Hodge’s compliance and internal control structure in our report dated March 16, 2000.) This letter docs not affect

our report dated March 16, 2000, on the general purpose financial statements of the Village of Hodge.

Sincerely,

W D jm,\,d’ 2,

KENNETH D. FOLDEN & CQO.
Certificd Public Accountants

Jonesboro, Louisiana
March 16, 2000
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Budgets

The Village of Hodge failed to comply with the following provisions of the Louisiana Revised Statutes (LSA-RS)
39:1301-14 as they relate to the Local Government Budget Act:

13,

14,

Submission of the proposed budget - For the fiscal years ending June 30, 1999 and Junc 30, 1998, the proposed
budgets were not submitted to the Board of Aldermen and made available for public inspection in accordance
with LSA-RS 39:130S8. LSA-RS 39:1305 requires that a proposed budget shall be completed and submitted
to the governing authority and made available for public inspection at least 15 days prior 1o the beginning of
the fiscal year,

Public participation - For the year ended June 30, 1999, an advertisement was published on July 2, 1998
indicating that a public hearing would be held on July 7, 1998, This notice contained the date, time, and place
of the public hearing, but it was only published 3 days prior to the public hearing. For the year ended June
30, 1998, no documentation was provided to indicate that an advertisement was published that included the
date, time, and place of the public hearing on the budget. LLSA-RS 39:1306 states that a notice shall be
published stating the date, time, and place of the public hearing on the budget; this notice to be published at
least ten days prior the date of the public hearing,

. Adoption - For the fiscal years ending June 30, 1999 and June 30, 1998, the General Fund budget was adopted

after the beginning of the appropriate fiscal year. For the year ended June 30, 1999, the General Fund budget
was adopted on July 7, 1998, For the year endcd June 30, 1998, the General Fund budget was adopted on July
1, 1997, 1.SA-RS 39:1308 states that the budgct shall be adopted prior to the beginning of the fiscal year.

We recommend that the Village of Hodge comply with the provisions of LSA-RS 39:1305-1308.

In a letter dated April 20, 2000, the management of the Village of Hodge agreed with the finding. Management
stated that futurc budgets would comply with the provisions of LSA-RS 39:1305-1308.

Invoices

Approximately 35% of the invoices selected in our test of disbursements did not have adequate documentation
to support the disbursements. LSA-RS 44:1,44:7, 44:31, and 44:30 requires that all non-exempt government
records should be retained for three years,

Approximatcly 46% of the invoices selected in our test of disbursements did not have a notation indicating that
cither the items were received or that the serviees were performed. Good business practice requires that
invoices should have such notation to ensure that items were received or that services were performed.

Approximately 531% of the invoices sclected in our test of disbursements were not marked as canceled. Good
business practice requires that invoices should be marked as paid to aid in preventing duplicate payments.

We recommend that the Village of Hodge personnel should maintain their invoices for the required time period,
should make a notation indicating the receipt of goods or that services were performed, and should also mark their
invoices as paid.

In a letter dated April 20, 2000, the management of the Village of Hodge stated that procedures would be

implemented immediately to ensure that all invoices are maintained, have notations showing the receipt of the
items or that the services were performed, and are marked as paid,
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Bids

Our tests revealed two instances where adequate documentation was not available to support bids from the
Enterprise Fund. The Village of Hodge failed to maintain its bid documentation as required by LSA-RS 3822:12
as follows: (1) In 1998, the Village of Hodge performed a $100,070 improvement to its water main, The
improvement consisted of a $75,932 original contract and a $24,138 change order. Only the written bids for the
original contract were available for inspection; no documentation was presented to show that the improvement
was advertised for bids nor that the change order was approved. (2) In 1999, the Village of Hodge had another
$21,220 improvement to its water system. The advertiscment for this improvement could not be located; the bads
pertaining to the improvement were not available for inspection.

We recommend that the Village of Hodge comply with all of the provisions of Louisiana Revised Statute
39:3822:12.

In a letter dated April 20, 2000, the management of the Village of Hodge agreed with the finding. Management
stated that the person responsible for maintaining the above bid documentation is no longer employed by the
Village of Hodge. Management stated that new procedures would be implemented to ensure that future

documentation complies with LSA- RS 39:3822:12.

Interest-bearing Accounts:

Not all of the five checking accounts that the Village of Hodge maintains are intercst-bearing. The two operating
accounts of the General Fund and the Enterprise Fund are not interest-bearing. At June 30, 1999, the General
Fund's account had a bank balance of $11,854 and the Enterprise Fund's account had a bank balance of $6,688.
L.SA-RS 33:2955 states that municipalities are directed to invest such monies in any general fund or special fund
as determined to be available for investment,

We recommend that the Village of Hodge comply with LSA-RS 39:2955 in the future,

In a letier dated April 20, 2000, the management of the Village of Hodge stated that the two cited checking
accountis are now intcrest-bearing.

Prior Year Findings

None.




