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MAy 31, 1996 

StlmmA~v of ~ionlflcant Accountino Policies The Town of Zwolle WaS incorporated September 13, 1889, under the provisions of a home rule charter. The Town operates under a Mayor-Board of Aldermen form of government. 

The more significant of the government's accounting policies are described below. Princioles determinina scoee of reDortlno entity In evaluating how to define the Town of Zwolle for financial reporting purposes, management has considered all potential component units. The decision to include a potential component unit in the reporting entity was made by applying the criteria set forth in GAAP. The basic, but not only, criterion for including a potential component unit within the reporting entity is the governing body's ability to exercise oversight responsibility. The most significant manifestation of this ability is financial interdependency. Other manifestations of the ability to exercise oversight responsibility include, but are not limited to, the selection of governing authority, the designation of management, the ability to significantly influence operations, and accountability for fiscal matters. A second criterion used in evaluating potential component units is the scope of public service. Application of this criterion involves considering whether the activity benefits the government and/or its citizens, or wbethc~r the activity is conducted within the geographic boundaries of the government and is generally available to its citizens. A third criterion used to evaluate potential component units for inclusion or exclusion from the reporting entity is the existence of special financing relationships, regardless of whether the government is able to exercise oversight responsibilities. Based upon the application of these criteria, the financial statements of the Town of Zwolle consists of only the funds and account groups since the Town has no oversight responsibility for any other governmental entity. Fund accounting 
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SI MAY 31t 1996 

A portion of retained earnings is reserved to cover these restricted assets for future debt service on the revenue bonds. (11) Sales and Use Tax 

(12) Deficit in Retained EarninQs 

(13) Continqencles Deoartment of Environmental Oualitv On June 28, 1991, the Louisiana Department of Environmental Quality (DEQ) issued a "Co~hpliance Order" which alleges the Town violated La. R.S. 30z2076(A)(1)(a) by allowing the discharge of inadequately treated waste water. The "Compliance Order" specified certain interim effluent limitations and monitoring and reporting requirements until December 31, 1992 and effluent limitations and monitoring and reporting requirements to be followed after January i, 1993. The order also requires certain reports to be submitted to DEQ. Should the Town fail to comply with this "Compliance Order", the Town could be assessed civil penalties in an amount not to exceed $50,000. The Town is presently attempting to comply with this order and no civil penalties have been assessed. On May 12, 1993 the Town requested an extension of time from DEQ to meet the effluent limitations. On July 19, 1996 the Town received a Water Discharge Permit from DEQ with a requirement that construction of the wastewater upgrade project be completed by October i, 1997. The Town expects to enter into the related construction contracts prior to January 31, 1997. Grant Audits The Town receives Federal and State grants for specific purposes that are subject to review and audit by Federal and State agencies. Such audits could result in a request for reimbursement by the State for expenditures disallowed, if any, under the terms and conditions of the appropriate agency. 
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Cash and Cash Equivalents 
MAy 31. 1996 

Louisiana revised Statutes authorize the Town to invest in United States bonds, treasury notes or certificates, or to 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. As described in Note I, cash equivalents include all short term highly liquid investments that are readily convertible to known amounts of cash and are so near their maturity that they present insignificant risk of changes in value because of interest rates. Generally, only investments which, at the date of purchase, have a maturity date no longer than three months qualify under this definition. At May 31, 1996, the Town of Zwolle has cash and cash equivalents totaling $702,394, as fellows : 
Demand deposits Money market accounts Savings accounts Petty cash 

General Fund $ 10,896 349,446 521 i00 
Enterprise Fund $ 26,500 314,830 0 i00 

Total $ 37,396 664,276 521 2OO Total cash and cash equivalents $360,963 $341,413 $702,394 

(10) Lonq-term Debt On October 29, 1991, the Town entered into an agreement with Farmers Home Administration (FmHA) to allow the Town to undertake a water system improvement project at aT~ estimated cost of $975,000. Funding for the project was provided by FmHA by mean~ of issuance of $780,000 of revenue bonds (Bonds) and by a $195,000 grant. On April 20, 1992, the Town executed a "Project Advance Agreement" with the Louisiana Public Facilities Authority (LPFA) to provide interim financing for the water system improvement project based on the commitment for permanent financing from FmHA. On September 25, 1993 the Bonds were issued and the interim financing with LPFA was repaid. The Bonds bear interest at the rate of five percent (5%) from the date of issuance. Principal and interest on the Bonds are payable over a forty (40) year period, with the first payment consisting of interest only ($39,000) which was due on the first anniversary of the issuance date (September 25, 1993). Commencing one month after the first anniversary date, and monthly thereafter, payments of principal and interest will be $3,799 monthly. 
17 



TOWN OF ZWOLLE. LOUISIANA TO F MAY 31~ 1996 

A summary of proprietary fund type property, plant and equipment at May 31, 1996 follows| 

(7) 

Building Water system Sewer system Water wells and pumps Water filter systems Water meters and hydrants Trucks Equipment Construction in progress - sewer plant upgrade Total Less accumulated depreciation Net 
Retirement System 

5,940 1,184,591 797,322 151,237 33,252 21,604 15,432 28,068 17,549 2,254,995 (661,989) $1,593,006 ========== 
All employees of the Town Of Zwolle, including police employees, are covered under the Social Security System. The employees pay 7.65% of their total salaries into the system, while the Town pays in a llke amount. The Town contributed $19,118 to the Social Security System for the year ended May 31, 1996 while the employees contributed a similar amount. The payroll for employees covered by the Social Security System for the year ended May 31, ]996 was $249,907; the Town's total payroll was $264,907. Data concerning the actuarial status of this system are unavailable. Future deficits in this system will be financed by the Federal government and the Town has no further liability to the system. (8) i 

Later years Total minimum payments required 
16 

Amount $ 1,500 1,500 1,500 1,500 1,500 43,625 $51,125 
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fund Receivables and Individual interfund receivables and payable balances at May 31, 1996, were as follows: 

(4) 

Fund General Fund Proprietary Fund Total 
ue from other Governmental Units 

Interfund Receivables $95,979 0 
Interfund Payables $ 0 95,979 $95,979 $95,979 

Amounts due from other governmental units at May 31, ]996, consisted of the following General Fund 
(5) 
Beer, tobacco, and video poker taxes due from the State of Louisiana 
ted Assets - Propr Restricted assets were applicable to the following at May 31: 

(6) 

Customers' deposits Revenue bonds: Sinking fund Reserve fund Depreciation & contingency fund Construction fund Total restricted assets Chanaes in Fixed Assets 

$5,483 =~==== 
1996 1995 $ 20,425 $ 20,110 
$ 71,343 $ 65,452 

A summary of changes in general fixed assets follows: 
Land Bui]dlngs Equipment Autos and trucks Coding of ordinances Recreation equipment Total 

BALANCE JUNE I, 1995 $ 12,172 74,676 61,589 125,230 3,250 34,860 
ADDITIONS $ 0 10,584 8,067 20,328 0 0 $311,777 $38,979 
15 

DEDUCTIONS $ 0 0 0 0 0 0 

BALANCE MAY 31, 1996 $ 12,172 85,260 69,656 145,558 3,250 34,860 $ 0 $350,756 ======== ======== 



Eugene W. Fremaux II Ccrtificd Public Accountant P. O. Box 134 270 Marthaville Road 

INDEPENDENT AUDITORgE REPORT 
The Honorable P. M. Woods, Mayor and Board of Aldermen Zwolle, Louisiana 

Many, Louisiana 71449 318-256-0332 

I have audited the accompanying general purpose financial statements and the combining, individual fund and account group financial statements of the Town of Zwolle, Louisiana, as of May 31, 1996 and for the year then ended, as listed in the table of contents. These financial statements are the responsibility of the Town of Zwolle, Louisiana, management. My responsibility is to express an opinion on these financial statements based on my 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. I believe that my audit provides a reasonable basis for my opinion. In my opinion, the general purpose financial statements referred to in the first paragraph present fairly, in all material respects, the financial position of the Town of Zwolle, Louisiana, as of May 31, 1996, the results of its operations and the cash flows of its proprietary fund type for the year then ended in conformity with generally accepted accounting principles. Also, in my opinion the combining, individual fund, and account group financial statements referred to in the first paragraph present fairly, in all material respects, the financial position of each of the individual funds and account groups of the Town of Zwolls at May 31, 1996, and the results of operations of such funds and the cash flows of the individual proprietary fund for the year then ended, in conformity with generally accepted accounting principles. My audit was conducted for the purpose of forming an opinion on the general purpose financial statements taken as a whole and on the combining, individual fund, and account group financial statements. The accompanying financial information listed as "Other Supplementary Information" in the table of contents is presented for purposes of additional analysis and is not a required part of the general purpose, combining, individual fund, and account group financial statements of the Town of Zwolle, Louinlana. Such information has been subjected to the auditing procedures applied in the audit of the general purpose, combining, individual fund, and account group financial statements and, in my opinion, is fairly presented in all material respects in relation to the financial statements of each of the respective individual funds and account group, taken as a whole. In accordance with November 15, 1996 Government Auditinu Standards, I of the Town on my consideration have also issued a report dated of Zwolle, Louisiana's internal 



TOWN OF ZWOLLEt LOUISIANA TES TO FINANCIAL STATEMEN MAY 31f 1996 
original maturities of three months or less qualify under this definition. Bad debts Uncollectible amounts due for ad valorem taxes and customers9 utility receivables are recognized as bad debts through the establishment of an allowance account at the time information becomes available which would indicate the uncollectibility of the particular receivable. 
Comparatl financial financial year tota their inc T~ta] cnlumns on combined statements - overview 

g s r e 
Total columns on the combined statements - overview 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 cash flows 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. 
Employees of the Town are entitled to paid vacation depending on Job classification, length of service, and other factors. Employees' vacation earned does not accumulate or vest. Therefore, no liability for compensated absences has been recorded in the accompanying financial statements. The Townts policy is to recognize the costs of compensated absences when actually paid to employees. (2) Ad Valorem Taxes Ad Vslorem taxes attach as an enforceable lien on property as of January i of each year. Taxes are levied by the Town in October and are actually billed to the taxpayers in November. Billed taxes become delinquent on January 1 of the following year and penalties are assessed. All ad valorem tax revenues are recognized in compliance with NCGA Interpretation - 3 and GASB Codification Section P70 (Revenue Recognition - Property Taxes) which states that such revenue is recorded when it becomes measurable and available. Available means due, or past due and receivable within the current period and collected no longer than 60 days after the close of the current period. The Town balls and collects its own property taxes using the assessed values determined by the tax assessor of Sabine Parish. For the year ended May 31, 1996, taxes of 7.80 mills were levied on property with assessed valuations totaling $4,811,710. Total taxes levied were $37,531 which were for general corporate purposes. Ad valorem taxes receivable at May 31, 1996 amounted to $855. 
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Town of Zwolle, Louisiana 
FINANCIAL REPORT YEAR ENDED MAY 31, 1996 

anaer provisions of state law, this report is a public document. A copy of the report has bee,t stlbmit- ted to tile audited, or reviewed, e~tity and other apprepriate public officials. The report is ~vaitable for public inspection at the Baton Rouge office of the Legislative Audi. tor and, where appropriate, ~t the office of the parish clerk of court ~lease Date DFC 1 8 1996 

Eugene W. Fremaux II Cerlified Public Accountant 



S S Iv'J~y 31, 1996 
Proprietary Fund - Enterprise Fund Rnterprlse funds are used to account for operations (a) that are financed and operated in a manner similar to private business enterprises - where the intent of the governing body is that the costs (expenses, including depreciation) of providing water and sewer services 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, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accountability, or other purposes. In addition to the two broad types of governmental funds, the Town also maintains one account group as described below: General Fixed Assets Account Group - This Is not a fund but rather an account group that is used to account for general fixed assets acquired principally for general purposes and excludes fixed assets in the Enterprise Fund. Fixed assets and lena-term liabilities The accounting and reporting liabilities associated with a treatment applied to the fund are determined by its fixed assets and long-term measurement focus. All governmental fund type operations are accounted for on a spending or "financial flow" measurement focus and only current assets and current liabilities are generally included on their balance sheets. Fixed assets used in governmental fund type operations (general fixed assets) are accounted for in the General Fixed ~ssets Account Group, and are recorded as expenditures in the governmental fund types when purchased. The Town has elected not to capitalize public domain ("infrastructure") fixed assets consisting of certain improvements other than buildings, including roads, bridges, sidewalks, and drainage improvements. No depreciation has been provided on general fixed assets. All fixed assets are valued st historical cost or estimated historical cost if actual historical cost is not available. Donated fixed assets are stated at their estimated fair market value on the date donated. Repairs and maintenance are recorded as expenditures; renewals and betterments are capitalized. Long-term liabilities expected to be financed in the General Long-Term Debt Account Group. of May 31, 1995. from governmental funds are accounted for The Town has no long-term liabilities as 
The account group is not a "fund". It is concerned only with the measurement of financial position. It is not concerned with measurement of results of operations. The proprietary fund is accounted for on a cost of services or "capital maintenance" measurement focus, and all assets and all liabilities (whether current or noncurrent) asseeiated with their activity are included on their balance sheets. Depreciation of all exhaustible fixed assets by the proprietary fund is charged as an expense against its operations. Depreciation has been provided over the estimated useful lives using the straight-line method. The estimated useful lives are as 11 



FINANCIAL STATEMENTS OF INDIVIDUAL FUNDS AND ACCOUNT GROUPS 
GENERAL FUND 

TO account for resources traditionally associated with governments which are not required to be accounted for in another fund. 
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TOWN OF ZWOLLE, LOUISIANA COMPARATIVE STATEMENT OF CASH FLOWS - PROPRIETARY FUND IYPE YEARS ENDED MAY 31, 1996 AND 1995 

Cash flows from operating activities: Cash recetved t[om customers Cash payments to suppliers and employees Cash received from customers' deposits Cash refunded for customers' deposits Net cash provided by operating activities Cash flows from capital and related financing activities: Principal paid on revenue bonds Interest paid on revenue bonds Payments for consturction activities Payments for capital acquisitions Net cash provided (used) by capital and related fin~cing activities Cash flows from Investing activities Receipt of Interest Net cash provided by investing activities Net increase (decrease) in cash and cash equivalents Cash and cash equivatents, beginning of year Cash and cash equivalents, end of year Reconciliation of operating income (loss) to net cash provided by operating activities: Operating income (loss) Adju.~;tments to reconcile operating income (loss) to net cash provided by operating activities: Depreciation Prevision for doubtful accounts receivable (Increase) decrease in accounts receivable Decrease In prepaid insurance (Deorease) in payroll taxes payable Increaes (decrease) In sales taxes payable Increase In accounts payable anti eccn}ed wages payable Increase in customers' deposits Increase (Decrease) in due to other funds Total adjustments to operating Income (less) Net cash provided by operating actMt/es 

lhe accompanying notes are an Integral pad of these statements, 9 

EXHIBIT E 

Y E!~gE N D ED MAY31 1996 1995 
$235,207 (84,205) 5,600 __~5,28_5) $236,632 (t25,873) 7,100 .. (5 JSO) ._ 151,317 ~ 1t2,109 
(10,802) (7,250) (98,628) (38,371) (17,549) (21,859) _ (to,5~j _ (~5,826) (77,482) _ (!23,~) _ %=064 _ _s,52e _ .. 8,964._ . 6,529 82,799 (4,668) 
_~j.43t .$25o,6~ 
$25,970_. _ (~,B61) 
60,218 859 (957) 1,139 (54) tt 4,072 315 .59,774 1;~5,~17 

57,554 173 21 1,230 (t 4) (42) 54,421 i .350 32,277 _ 146,97o 



 
TOWN OF ZWOLLE, LOUISIANA COMBINED STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS PROPRIETARY FUND TYPE YEARS ENDED MAY 31,1996 AND 1995 

Oper atlng revenues: Water charges Sewer chaTges Tap. connect and reconnect fees Total operating revenues Operating expenses Water Department: Audit fee Bt~d debt expense Depreciation Insurance Miscellaneous Office supplies Payroll taxes Rent Repedrs and maintenance Salaflee Supplies Telephone Travel Truck expense Utilities Total water department expenses Sawer Department: Chemicals Audit fee Cows,at~nt ~ees Depreciation Insurance MIscetlez~eous Office suppites Payroll taxes Repairs and malntenezlce Salaries ~ewer testing Supplies Travel Truck expenses Utilities Total sewer department expenses Tot~d operetlr~g expenses Operating Income (loss) Nonopere't~ng revenues l expenses): Interest Income Interest expense 
Net income (loss) Ret~dned earnings, beginning of year Retedm~d as, fringe (deficit), end o( year 

The accompanying notes are an Integral pad of these statements 8 

EXHIBIT D 
YEAR ENDED MA__Y 31 1996 t 995 $168.086 52,428 f5~80 
1,725 893 38,972 9.092 499 4,299 2,616 1,750 9,756 34,227 16,175 996 2,482 8,837 19,tTt 
5,253 1,725 228 21,246 1,161 696 175 1,375 3.696 17,969 3,198 1,876 896 287 _~ 63~40 

$168,499 51,840 ts,27~ 236~tl 
1,725 393 87,697 7,637 889 3,033 2,346 1,750 10,557 27,065 2t,202 779 68~ 3,390 t7,304 
5,780 1725 52,715 19,657 2,955 566 0 869 27,159 1 t ,356 7,435 2,114 O 0 ~~ 2,21=0 134,54t _710 22~ _ 271,472 _ 25._970 (34~86!) 8,964 6,529 _._ 3~9~ (35.6E6) _ .(29,0~2) (32,t 47) (3,052) (67,005) (9~4~ . ~6,074 



 



control structure and a report dated November 15, 1996 on its compliance with laws and regu]atlons. The financial information for the year ended May 31, ]995, which is included fo comparative purposes, were taken from the financial report for that year in which expressed a unqualified opinion dated October 24, 1995, on the genera] purpose combining, individual fund, and account group financial statements of the Town o Zwolle, Louisiana. 
EUGENE W. FNEMAUX II, CPA November 15, 1996 



control structure and a report dated November 15, 1996 on its compliance with laws and regulations. The financial information for the year ended May 31, 1995, which is included for comparative purposes, were taken from the financial report for that year in which I expressed a unqualified opinion dated October 24, 1995, on the general purpose, combining, individual fund, and account group financial statements of the Town of Zwolle, Louisiana. 
EUGENE W. FREMAUX II, CPA Nove~ber 15, 1996 



EXHIBIT B TOWN OF ZWOLLE, LOUISIANA COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUND TYPE GENERAL FUND YEARS ENDED MAY 31, 1996 AND 1995 

Revenues Taxes Licenses and permits Intergovernmental Charges for services Fines and torfelts Miscellaneous Total revenues Expenditures: Current: General government Public safety: Police department Fire department Highways and streets Health and sanitation Recleation Total expenditures Excess of revenues over expenditures Fund balances, beginning of year Fund balances, end of year 

YEAR ENDED MSY 31 1996 1995 
$283,224 64,655 34,600 42,332 35,361 2!~019 

$308,802 64,372 23,008 42,102 55,467 18.395 481~191 512,146 
125,239 115,848 178,630 4,520 74,392 41,693 222 

160,995 3,152 75,737 79,951 69 424,696 435.752 
56.495 
_~3~660 

The notes to the financial statements are an Integral part of this statement. 6 

76,394 320,771 _.$397~6~ 
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GENERAL PURPOSE FINANCIAL STATEMENTS (COMBINED STATEMENTS - OVERVIEW) 



OTHER SUPPLEMENTARY INFORMATION 
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XAL I~y 31r 1996 
arise when a potential revenue does not meet both the "measurable" and "available" criteria for recognition in the current period. Deferred revenues also arise when resources are received by the Town before it has a legal claim to them. In subsequent periods, when both revenue recognition criteria are met, or when the Town has a legal claim to the resources, the liability for deferred revenue is removed from the combined balance sheet and revenue is recognized. Budsets and Budaetarv Accountlnn The Town follows these procedures in establishing the budgetary data reflected in these financial statements: I. The Town Treasurer prepares a proposed budget and submits same to the Mayor and Board of Aldermen no later than fifteen days prior to the beginning of each fiscal year. 2. A summary of the proposed budget proposed budget is available for public is called. is published and the public notified that the inspection. At the same time, a public hearing 
3. A public hearing is held on the proposed budget at least ten days after publication of the call for the hearing. 4. After the holding of the public hearing and completion of a]l 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. 5. Budgetary amendments involving the transfer of funds from one department, program or function to another or involving increases in expenditures resulting from revenues exceeding estimated amounts require the approval of the Board of Aldermen. 6. All budgetary appropriations lapse at the end of each fiscal year. 7. The budget for the General Fund is adopted on a basis consistent with generally accepted accounting principles (GAAP). Budgeted amounts are as originally adopted, or as amended from time to time by the Board of Aldermen. 8. A budget is adopted for the Proprietary Fund on an accrual basis. Cash and cash equivalents Consistent with GASB Statement 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmental Entities That Use Proprietary Fund Accounting, the Town of Zwolle defines cash and cash equivalents as follows: 
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GENERAL FIXED ASSETS ACCOUNT GROUP 
TO account for fixed assets not used in proprietary fund operations 
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Eugene W. Fremaux II P. O. Box 134 270 Marlhaviile Road Certified Public Accounlan! Many, Louisiana 71449 318-256-0332 
INDEPENDENT AUDITORgS REPORT ON cOMPLIANCE WITH LAWS AND REGULATIONS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING S_~TANDARDS 

Honorable P. H. Woods, Mayor and Board of Aldermen Zwolle, Louisiana I have audited the general purpose financial statements of the Town of Zwolle, Louisiana, and the combining, individual fund, and account group financial statements of the Town of Zwolle, Louisiana, for the year ended May 31, 1996, and have issued my report thereon dated November 15, 1996. s, s, te nd se 

The results be reported of my tests disclosed no instances of noncompliance that are required to under Government Auditinu Standards. This report is intended for the information of the Mayor and Board of Aldermen and the Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 
EUGENE W, FREMAUX II, CPA November 15, 1996 
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Eugene W. Fremaux II Ccrtificd Public Accounlant P. O. Box 134 270 Matlhaviile Road Many, Louisiana 71449 
318-256-0332 

~NDEPENDENT AUDITOR gB REPORT ON INTERNAL CONTROL STRUCTURE RELATED PL~TTHRS NOTED IN FINANCIAL STATEMENT AUDIT coNDUCTED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Honorable P. M, Woods, Mayor and Board of Aldermen Zwolle, Louisiana I have audited the general purpose financial statements of the Town of Zwolle, Louisiana, and the combining, individual fund, and account group financial statements of the Town of Zwolle, Louisiana, for the year ended May 31, 1996, and have issued my report thereon dated November 15, 1996. I conducted my audit in accordance with generally accepted audit Government Auditing Standards, issued by the Comptroller General of the and the provisions of Office of Management and Budget Circular A-128, " and Local Governments". Those standards and OMB Circular A-128 require perform the audit to obtain reasonable assurance about whether the finan are free of material misstatement. 

ing standards, United States, Audits of State that I plan and cial statements The management of the Town of Zwolle, Louisiana is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of general purpose financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 

38 



functions. I noted no matters involving the internal control structure and its operation that I consider to be material weaknesses as defined above. Thls report is intended for the information of the Mayor Louisiana Legislative Auditor. However, this report is its distribution is not limited. 
EUGENE W. FREMAUX, CPA November 15, 1996 
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Eugene W. Fremaux II P, O. Box 134 270 Marthaville Road Certified Public Accountant 

Honorable P. M, and Board of Town of Zwolle, Woods, Mayor Aldermen Louisiana Dear Mayor and Aldermen: 

Many, l~uislana 71449 318-256-0332 

In connection with my audit of the general purpose, combining, individual fund, and account group financial statements of the Town of Zwolle, Louisiana for the year ended May 31, 1996, I offer the following observations and recommendations, which are intended to help improve recordkeeping procedures and are intended to be constructive in nature: STA~JS OF PRIOR YEAR RECOMMENDATIONS i. Existino condition Louisiana sales tax payments in the Utility Fund are being expensed when they should be recorded against the related liability account, thereby overstating operating expenses. Recommended action Sales tax payments should be recorded correctly Action taken Sales tax payments were recorded correctly 2. Existinu condition Depreciation expense in the Utility Fund was not recorded for one month during the year, thereby unders~ating operating expenses. In addition, interfund receivables and payables at May 31, 1995 were not in balance. Recommended action Monthly checklists should be used to all significant accounting procedures have been followed, including the balancing of interfund receivables and payables. Action taken Monthly checklists are being used. 3. Existinu condition General ledger transaction registers each month. In addition, the (Hours/Earnings Report) is not being worked is on the copy of the payroll d 
are not being printed at the end of payroll report of hours worked printed. The only record of hours check stub. 

General ledger transaction registers and payroll reports of hours worked are necessary records and should be printed and retained as part of the 40 



TOWN OF ZWOLLE. LOUISIANA S MAY 31, 1996 

The following is a schedule by years of future principal payments under the above Bonds: 
Year ending May 31 Principal Interest Total 1997 1998 1999 2000 2001 Later years Total 

$ 7,922 8,327 8,753 9,201 9,672 712,944 
$ 37,661 37,256 36,830 36,382 35,911 678r748 $756,819 $862,788 $1,619,607 

Under the terms of the bond agreement with FmHA, all income and revenues earned or derived from operations of the utility fund are pledged and dedicated to the retirement of the Bonds, and are to be used for the following expressed purposes: (a) Payment of all reasonable expenses of operation and maintenance of the system. (b) Each month there will be set aside into a fund called the "Water Revenue Bond and Interest Sinking Fund" (the "sinking Fund"), a sum equal to one-twelfth (I/12th) the interest falling due on the next interest payment date during the first year the Bonds are outstanding and, thereafter, a sum equal to the total amount of principal and interest falling due on the next principal and interest payment date together with such additional proportionate sum as may be required to pay said principal and interest as the same respectively become due. Monthly deposits of $3,250 are required through September 25, 1993, and $3,799 monthly thereafter. The balance required at May 31, 1996 is $3,799. The present balance is $4,038. (c) There will be set aside monthly into a "Water Revenue Bond Reserve Fund" (the "Reserve Fund"), commencing with the month following completion of and acceptance of the improvements and extensions financed with the proceeds of the Bonds, a sum at least equal to five percent (5%) of the amount to be paid into the Sinking Fund provided for in paragraph (b) above, the payments into the Reserve Fund to continue until such time as there has been accumulated in the Reserve Fund a sum equal to the highest combined principal and interest falling due in any year on the Bonds as a Debt Service Reserve, the money in the Reserve Fund to be retained solely for the purpose of paying the principal of and interest on bonds payable from the Sinking Fund as to which there would otherwise be default. Monthly deposits of $163 are required through September 25, 1993 and $190 monthly thereafter until the balance reaches $45,583. The balance required at May 31, 1996 is $8,036. The present balance is $12,890. 
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TOWN OF ZWOLLE, LOUISIANA COMPARATIVE STATEMENT OF GENERAL FIXED ASSETS MAY 31, 1996 AND 1995 
General fixed assets, at cost: Land Buildings Equipment Automobiles, trucks and machinery Coding of ordinances Recreation equipment Total general fixed assets 
nve=~tment in general fixed assets General fund revenues Federal revenue sharing funds Grants Contributions Total Investment in general fixed assets 

1996 
$12,172 85,260 69,656 145,558 3,250 

EXHIBIT H- 1 

1995 
$12,172 74,676 61,589 125,230 3,250 34,860 

$195,038 120,215 16,774 18.729 
$166,642 120,215 6,191 + 18,729 _.$~350,75~6 $311,777 

The accompanying notes are an integral part of these statements 31 



 
TOWN OF ZWOLLE, LOUISIANA COMPARATIVE S1ATEMENT OF REVENUES. EXPENSES AND CHANGES IN RETAINED EARNINGS WATER AND SEWER FUND - BUDGET (GAAP BASIS) AND ACTUAL YEARS ENDED MAY 31. 1996 AND t995 

Operating revenues: Water charges Sewer charges Tap, connect and reconnect fees Total operating revenues Operating expenses Water Department: Audit f,se Bad dl~bt expense Depreciation InsurBiICe Misceti~aleous Office supplies Payroll taxes Rent P~pe, t~s eLr~.d mednta~nce Salades Supplies Telephor~ Travel Truck i~xpensa Util~et~ Tot~ water department expenses Sewer t)epartment: Chemlce~s Audit fl~e Consultant fees Deprec:latlon Insurance MisceTle, neous Office ~upplies Payroll taxes Repalre and maintenance Se~ar;e~ Sewer ~estir~ Supplies Travel Truck t,xpanses Utilities Total sewer department expenses Tote~ opera:ring expenses Operating Income (loss) Nonoperating revenues (expenses) Interest Income Interest expense Net Income (loss) Retalned e~rnlngs, beginning of year Ret~.e<| earntngs (deflc~l). end olye~a 

BUDGET $168,000 52,000 _!4,~0P 234,600 
3,000 0 36,600 9,550 5,000 3,oo0 8,000 1,800 23,500 33,000 16,060 800 2OO 4,000 _ _I_8,_o9o __ 157,510 5,000 500 7,000 18,000 200 O 50 2,000 17,000 12,000 4,000 3,000 30O 0 5,000 _ "/4,o50 231,560 

=1096 VARIANCE FAVORABLE ACTUAL (UNFAVORABLE) $168,086 52,428 _!~.~o ~ 236,194_ 
1,725 893 38,972 9,092 49g 4,299 2,618 1,750 9,758 34,227 16,175 996 2.482 3,837 _ ._Is,161 .._ 14s,,~64 5,253 1,725 228 21,246 1,161 6BB 175 1,375 3,696 17,969 3,198 1,876 696 287 3,969 __ 63,749_ 

1,275 (693) (2,872) 45B 4.501 (I.L~9) 382 5O 13,742 (1,227) 016) (I ~) (2,282) 163 -_ 11,026 (263) (1.225) 8,772 (3,246) (~1) (~6) (128) 625 13,304 (5,~g) 802 1.124 

EXHIBIT G-2 
1995 ACTUAL $168,499 51,840 _!~.~77 236,611 
1,725 393 37.897 7,837 889 3,033 2,348 1,750 10,557 27,065 21,202 779 682 3,390 17,384 i~.9~i 
5,780 1,725 52,715 19,657 2,955 568 o 869 27,159 1 !,356 7,435 2,114 0 0 2,210 

210,224 21,336 .271,472 ___ s.o4o _ 25,9~o 7,000 8,004 ~3_9.ooo~ _ (3L9~ _ (3I.oop) _ (29,9;~2) (28,960) (3,052) 
_~930 1,964 __ 2,978. 25,908 0 

The accompanying notes are an Integral part of these statements 29 

_ ~,34.861) 6,529 (~B,67~J _ (32,147) (87.000) ~ 66j074 -~ t$934) 



Town's accounting records Action taken The above reports are being printed and retained 4. Existinu condition All payroll checks are issued from the General Fund, however the Utility Fund did not reimburse the General Fund for these payments during the year ended May 31, 1995 resultlng in an amount due the Utillty Fund of $36,205 at the end of May, thereby causing loss of interest revenue to the General Fund. Recommended action The Utility Fund should reimburse the General Fund on a monthly basis for payroll. Action taken No action was taken on this condition, however the monthly checklist used to process the general ledger information will be modified so that a monthly reimbursement will be made. 5. ExlstinQ condition 

The Treasurer should monitor the actual results versus the budget on a monthly basis and notify the Council if the situation arises whereby the budget should be amended. Action taken The budget for the year ended May 31, 1996 was amended as needed during the year. 5. Existinu condition As in the prior year, present controls over general ledger posting are not adequate ~o detect errors on a timely basis, thereby possibly resulting misleading interim financial information. Numerous adjusting entries had to be made to properly reflect transactions in the general ledger. Recommended action A checklist should be used in connection with the processing of each month's general ledger to be sure that all key control areas are reconciled and properly reviewed. The checklist should be prepared by the town clerk and reviewed by the Alderman assigned to the Treasurer function. 
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TOWN OF ZWOLLE, LOUISIANA ENTERPRISE FUND - WATER AND SEWER FUND COMPARAT|VE BALANCE SHEET MAY 31. 1996 AND 1995 
:LIABILITIES AND FUND EQUITY Liabilities: Current liabilities (payable from currant assets Accounts payable Sales taxes payable Payroll taxes payable Accrued wages payable Due to General Fund Total current liabilities (payable from current assets) Cu rrent liabilities (payable from restricted assets) Customers' meter deposits Water revenue bonds Interest payable Total current liabilities (payable from restricted assets) Long-term liabilities: Water revenue bonds Total liabilities Fund equity: Contributed capital- Municipality Federal Revenue Sharing HUD Block Grant FHA Grant LDUCA CDB Grant Total contributed capital Retained earnings (deficit): Reserved for revenue bonds- Sinking fund Reserve fund Depreciation & contingency fund Con,.~truction fund UnreseFved (deficit) Total retained earnings (deficit) Total fund equity Total liabilities end fund equity 

EXHIBIT G- I Page 2 of 2 

1996 1995 
$62,954 499 0 585 95.979 

$58,794 468 54 703 36.205 
160.047 96.244 
20,425 7,922 830 20,110 7,320 1.472 
29,177 28,902 
_ 748,897 760,301 998.121 885.447 
133,944 62,540 72,272 195,000 560,75t 

133,944 62,540 72,272 195,000 560.751 1,024.507 1.024.507 
4,038 12,690 12,890 21,100 . (_54,90~) 

3,934 10.154 10,154 21,100 . _(~46,276) (3;986) __ (934j 1,020,521 1,023,573 ~I~9,~64~ $1~0~,o20 
The accompanying notes are an Integral pat1 of these statements 28 



ASSETS 
TOWN OF ZWOLLE, LOUISIANA ENTERPRISE FUND - WATER AND SEWER FUND COMPARATIVE BALANCE SHEET MAY 31. 1996 AND 1995 

Current assets: Cash end cash equivalents Accounts receivable, net of allowance for doubtful accounts of $3,029 in 1996 end $2,170 In 1995 Prepaid Insurance Total current assets Restricted assets: Cash and cash equivalents Cu=.=tomers' deposits Revenue bonds: Sinking fund Reserve fund Depreciation & contingency fund Construction fund Total restricted assets Land Plant and equipment, at cost, net of accumulated depreciation of $661,989 in 1996 and $601,772 in 1995 
Total assets 

EXHIBIT G- 1 Page 1 of 2 

1996 1995 
$270,088 21,481 1.164 _ 292,733 

$193,180 21,353 2,303 
.2!6~836 

20.425 20.110 4,038 12,890 12,890 21.100 
3,934 10,154 10,154 21.100 71,343 65.452 1.560 1.593.006 1,560 1.625,172 

_$1,958,642 $1~909~020 

The accompanying notes are an Integral part of these statements 27 



ENTERPRISE FUND 
Water and Sewer Fund - To account for the provision of water and sewer services to residents of the Town. All activities necessary to provide such services are accounted for in this fund, including, but not limited to, administration, operations, maintenance, financing and related debt service, and billing and collection. 
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EXHIBIT F-2 Page 3 of 3 TOWN OF ZWOLLE, LOUISIANA GENERAL FUND STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL YEAR ENDED MAY 31, 1996 WITH COMPARATIVE ACTUAL AMOUNTS FOR YEAR ENDED MAY 31, 1995 

Expenditures: (continued) Fire depadment Highways and streets Salaries Payroll taxes Repairs & maintenance Supplies & materials Miscellaneous Street signs Street lighting Street truck & tractor expense Insurance Capital outlay Total highways and streets Health and sanitation: Salaries Payroll taxes Garbage truck expense Miscellaneous Insurance Supplies Capital outlay Total health and sanitation Recreation: Repair & maintenance Miscellaneous Utilities Total recreation 
Total expenditures 

BUDGET $0 
24,000 2,0oo 41,400 10,000 400 1,200 19,000 4,400 4,950 _ 2,000 106.750 
20,000 1,400 4,700 0 2,900 200 0 

1996 
ACTUAL $4,520 
27,716 2,120 3,347 11,156 933 1,176 20,066 3,967 3,737 149 

1995 VARIANCE FAVORABLE (UNFAVORABLE) ACTUAL ($4,520) = $3,152 
(3,716) (12o) 36,053 (1,156} (536) 24 (1,066) 413 613 1.651 

18,913 1,447 4,759 11,333 364 7,226 18,388 4,553 6,965 1.767 74,392 34,356 75,737 
31,419 2,404 2,061 0 5,163 626 0 
(11,419) (1,oo4) 2,619 0 (2,263) (426) 0 

17,052 1,304 3,526 100 4,759 432 52.776 29,20() 41,69_3 . (12,493) 79,951 150 0 150 300 
0 25 197 _ 222 
150 (25) (47) 78 

11 5 53 69 
4.20,479 _ 424~696 (4,226) 435,752 

Excess (deficiency) of revenues over (under) expenditures 55,875 56,495 Fund balance, beginnning of year Fund balance, end of year 39E,!65 397,165 620 O 76,894 320.771 
The accompanying notes are an integral pad of these statements 25 



 
EXHIBIT F-2 Page 2 o1 3 TOWN OF ZWOLLE, LOUISIANA GENERAL FUND STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL YEAR ENDED MAY 31, 1996 WITH COMPARATIVE ACTUAL AMOUNTS FOR YEAR ENDED MAY 31. 1995 

Expenditures: Current: General government: Salaries - Administrative Salades - Mayor & Atderman Salaries - office Legal & accounting Payroll taxes Unemployment benefits Office supplies & printing Inaulance Court costs Depot maintenance Audit Dues and subscriptions Advertising Supplies Utilities and telephone Collection fee Repairs & maintenance Travet & seminars Miscellaneous Fiesta expense Capital outlay Total general government 
Public safety: Police department: Salaries Training Jail expense Polic-e cat expense Insurance Miscellaneous Supplies Payroll taxes Telephone Uniform maintenance Capital outlay Total police department 

BUDGET 
$31,200 27,000 14,000 2,000 5,000 0 3,700 14,680 600 400 3,800 600 2,500 1,300 5,820 4,000 1,750 6,000 1,700 1,300 ~,,ooo 

1996 1995 VARIANCE FAVORABLE ACTUAL (UNFAVORABLE) ACTUAL 
$5,579 27,500 23,930 1,972 3,214 3,948 5.933 12,531 0 269 3,450 346 2,286 2,407 7,346 3,336 613 4,221 4,322 1,250 '[q,664 

($25,621) 600 9,930 (28) (t ,766) 3,948 2,233 (2,349) (600) 13t 350 254 214 (1,107) (1,528) 664 937 1,779 (2,622) 50 (6,564) 

$29,442 17,050 11,429 2,134 3,038 0 4,010 9,574 t ,287 392 3,450 6t0 2,453 2,169 5,676 4,494 2,100 7,396 3,065 1,437 4,622 131,750 125.239 6.511 115.848 
85,000 1,200 700 15,100 13,700 4,170 1,700 6,300 1,400 1,200 _~_ 20,000 

96,568 787 2,365 17,215 17,603 6,501 3,234 7,336 1,269 908 24.794 

(11,566) 413 (1,665) (2,1~5) (3,903) (2,331) (I ,634) (t ,o66) 131 292 (4,794) 

82,637 675 369 21,749 15,037 4,208 1,945 6,322 1,222 2,121 24,510 __'150,470 _ 176,630 __ (26,160) _ 160~995 
The accompanying notes ere an integral part of these statements 24 



Action taken A checklist and review procedure were implemsnted beginning in October 1995. The procedures have significantly improved internal controls over the general ledger. 
Y i. Interest payable over the life of the FHA loan has been reduced by approximately $33,000 due primarily to the prepayment of one monthly payment during the year ended May 31, 1996. 

Action taken Additional prepayments will be considered 

The above observations and recommendations are not all inclusive. I would llke to thank you, the Board of Aldermen, and the Town employees for your cooperation during my engagement. Sincerely, 
EUGENE W. FREMAUX, CPA November 15, 1996 
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ASSETS 
TOWN OF ZWOLLE, LOUISIANA GENERAL FUND BALANCE SHEET MAY 31.1996 AND 1995 

Cash and cash equivalents Receivables Due from Water and Sewer Fund Due 'from State of Louisiana Prepaid insurance Total assets 
LIABILITIES AND FUND BALANCE Liabilities: Accounts payable Payroll taxes withheld and payable Accrued wages payable Unearned revenue Total liabilities 
Fund Balance: Fund balance - undesignated Total fund balance Total liabilities and fund balance 

EXHIBIT F- 1 

1996 1995 $360,963 14,937 95,979 5,483 9.924 
$351,066 15,646 36,205 3,800 9.053 $487~286 _$415,770 

$ 310 510 928 878 
515 513 822 755 33,62_6- _~ 18,605 

453,660 397,165 453,660 . 397,165 $48~,285 ~ $4! 5,770 

The accompanying notes are an integral part of these statements 22 



 
EXHIBIT F-2 Page I of 3 TOWN OF ZWOLLE, LOUISIANA GENERAL FUND STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL YEAR ENDED MAY 31, 1996 WITH COMPARATIVE ACTUAL AMOUNTS FOR YEAR ENDED MAY 31. 1995 

Revenues: Taxes: Ad valorem taxes Franchise taxes: Cleco Transla Gas Company Illini Cablevision, Inc. Bales taxes Total taxes Licenses and permits: Occupational licenses Beer licenses Total licenses and permits Intergovernmental: Beer tax Tobacco tax Video poker Federal and state grants Payment in lieu of tax - Sabine Parish Housing Authority Total intergovernmenta revenue 
Charges for services: Garbage and trash charges Total charges for services Fines and Forfeits Fines Total fines and forfeits Miscellaneous revenues Intere=~t income Other Total miscellaneous revenues Total revenues 

BUDGET 
1996 1995 VARIANCE FAVORABLE ACTUAL (UNFAVORABLE) ACTUAL 

$42,000 $37,664 26,000 7,000 2,000 217.ooo 
30,014 7,855 2,636 _ 2~5,o56 296,009 253j224 

63,800 _ _ !,6oo 
7,000 9,000 0 1,5OO 

52,725 1.930 

($4,336) 2,014 855 636 
( ! 2,176J 
(1 ,o75) 330 

$39,221 27,224 6,1o7 2,372 233,876 308.602 
63,087 1.285 _ 64.~655 (745) 64,372 

8,590 8,482 3,276 0,584 5,000 3,668 
1,590 (515) 3,276 9,054 

137 170 712 431 _ (1,~32) 3,556 22,500 _ _ 34t600 12,100 23,008 
42,000 42.000 
41,o09 41.000 
9,000 445 

42,332 42.332 
_36,361 35.361 
11,257 9,762 

332 332 
(5,639 (5,639) 
2,257 9,317 

42.102 42.102 
_ 55,467 55.467 
10,029 _8,366 _ g.,445 __ 21:019 11,574 16,395 :76,345 _48!t191 4,846 512,146 The accompanying notes are an integral part of these statements 23 


