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LOUIS L..AND~ CERTIFIED PUBLIC ACCOUNTANT 

126 COMANCHE TRAIL WEST MONROE, LA 71291 

Independent Auditor's Report 

MAYOR AND BOAR[) OF ALDERMEN CITY OF TALLULAH Tallulah, Louisiana 

(318) 396-3636 

l have audited the general purpose financial statements of the City of Tallulah, primary government, as of June 30, 1997, and for the year then ended, as listed in the table of contents. These financial stalements are the responsibility of the City of Tallulah's management. My responsibility is to express an opinion on these general purpose financial statements based on m3 audit. 1 conducted my audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose 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 City of Tallulah as of June 30, 1997, and the results of operations and cash flows of its proprietary funds for the year then ended, in conformity with generally accepted accounting principles. 

PRACTICE LIMITED TO GOVERNMENTAL AUDITINO AND ACCOUNTINO MEMBER AMERICAN -4-- INSTITUTE OF CE.RTIFIED PUBLIC ACCOUNTANTS SOCIETy OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 



MAYOR AND BOARD OF ALDERMEN CITY OF TALLULAH Tallulah, Louisiana Independent Auditor's Report, June 30, 1997 
My audit was made for the purpose of forming an opinion on the general purpose financial statements taken as a whole. The supplemental information schedules listed in the table of contents are presented for the purpose of additional analysis and are not a required part of the general purpose financial statements of the City of Tallulah. Such information has been subjected to tile auditing procedures applied in the audit of the general purpose financial statements and, in nay opinion, is fairly presented in all material respects in relation to the general purpose financial statements taken as a whole. In accordance with Government Auditing Standards and OMB Circular A-128, I have also issued reports dated November 3, 1997, on the City of Tallulah's schedule of federal financial assistance; compliance with laws, regulations, contracts, and grants; and my consideration of the city's internal control structure. 
West Monroe, Louisiana November 3, 1997 
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CITY OF TALLULAH Tallulah, Louisiana GOVERNMENTAL FUND TYPE Combined Statement of Revenues, Expenditures and Changes in Fund Balances For the Year Ended June 30. 1997 

REVENUES Taxes: Ad valorem Sales Other taxes, penalties, and interest Licen.~es and pen~its lntergovernmental: Federal grants State grants Fees, charges, and commissions for services Use of money and property Fines and forfeitures Other revenues Total revenues EXPENDITURES Current: General government: Legislative Financial and administrative Public safety Public work.s Health and welfare Culture and recreation Economic development Debt service Capital outlay Total expenditures EXCES~ (Deficiency) OF REVENUES OVER EXPENDITURES 
(Continued) 

GENERAl., FUND SPECIAL REVENUE FUNDS DEBT SERVICE FUNDS 
$350,642 $120,474 $115,876 967,501 197,418 167.92.4 3,500 139,489 261.020 190,090 33,803 94,351 33,430._ 2,299,679 

5,338 29,915 

Statement B 

UNIFORM BUILDING CAPITAL TOTAL PROJECTS (MEMORANDUM FUND ONLYI 

10,903 432,445 729,578 343,021 150,501 144.961 64,742 1,190 84,017 123,985_ 1.789.881 2,144 531,977 ._$447,762 447.762 

$586,992 967,501 197,418 167,924 142,989 261.020 190,090 69,056 94,351 33.430 2.710.77 
10,903 432,445 729,578 493,522 144,961 64,742 1,190 618,138 571 747 3.067.226 



CITY OF TALLULAH Tallulah, Louisiana GOVERNMENTAL FUND TYPE Combined Statement of Revenues, Expenditures and Changes in Fund Balances, 1997 

OTHER FINANCING SOURCES (Uses) Operating transfers in Proceeds from insurance settlement Proceeds from bank loan Operating transfers out Total other financing sources (uses) EXCESS (Deficiency) OF REVENUES AND OTHER SOURCES OVER EXPENDITURES AND OTHER USES FUND BALANCE~q AT BEGINNING OF YEAR 

GENERA[, SPECIAL REVENUE FUNDS DEBT SERVICE FUND 

StalemenI B 

UNIFORM BUILDING CAPITAL TOTAL PROJECTS (MEMORANDUM 
$70,000 $386,600 158.070 (452,939) (224,862~ 

$70,949 376,813 $527,549 158,070 376.813 554.883 
284,929 (86,915) 414 
648.344 

NONE 
NONE 

198.428 
1.700.130 FUND BALANCES AT END OF YEAR $933.273_ _ $50,448 $914,837 

(Concluded) The accompanying notes are an integral part of this statement. -9- 



REVEN1JES Taxes: Ad valurem Sales Other taxes, pemlties, and interest Licemes and permits Intergovermnental revenues: Federal funds - federal grants State funds - stale grants Fees, ctmrges, and colmnissions Use of money and property Fines and forfeitures Oilier revenues Total revenues EXPENDITURES Current: General govermnent: Legislative Fmance and administrative Public safety Public works Health and welfare Culture m~d recreation Econonfic development Debt service Capital outlay To~al expenditures 

CITY OF TALLULAH Tallulah, Louisialta GOVERNMENTAL FUND TYPE - GENERAL AND SPECIAL REVENUE FUNDS Combined Statement of Revenues, Expenditures and Clmnges in Fund Balances - Budget (GAAP Basis) and Actual For the Year Ended June 30. 1997 
GENERAL FUN[) VARIANCE FAVORABLE BUDGET ACTUAL .~INFAVORABLE~ 

$320,000 905,000 178,610 129.200 
252,700 178,800 20,170 74,400 18,000 2,076~880 

$350,642 967.501 197,418 167.924 3,500 261,020 190,090 33,803 94,351 33,430 2,299,679 
10,800 10 407,050 432 731,630 729 344.550 343 64,710 1,440 85,160 122,150 1,767,490 

903 445 578 021 

Slatement C 

SPECIAL REVENUE FUNDS VARIANCE FAVORABI J: BUDGET ACTUAL (UNFAVORABI J :.~ 
$30,642 $120,000 $120,474 $474 62,501 18,808 38.724 3,500 8,320 11,290 13,633 19,951 ---- 15,430_ ~-- 222,799._ 
(103) (25,395) 2,052 1.529 

139.489 139.489 
2.950 5.338 2.388 

150,000 145,360 150,501 144,961 (501 399 (32) 250 1.143 4.000 2.144 1,856 --- (1.8352 _-- (22.391A 754 EXCESS (Deficiency) OF REVENUES OVER EXPENDITURES 309,390 509,798 . ---- 200,408 (36,921) (32,305) 4,616 
(Continued) .-10- 



CITY OF TALLULAH Tallulah. Louisialm GOVERNMENTAL FUND TYPE - GENERAL AND SPECIAL REVENUE FUNDS CombhwA Statement of Revenues, Expenditures, m~d Cltanges in Fund Balances - Budget (GAAP Basis) and Actual, 1997 

OTHER FINANCING SOURCES (Uses) Operatin~ traltsfers in Proceeds from insurance settlement Proceeds from bank loan Operatiog transfer out Total other fumncing sources (uses) EXCESS (Deficiency) OF REVENUES AND OTHER SOURCES OVER EXPENDITURES AND OTItER USES FUND BALANCES AT BEGINNING OF YEAR FUND BALANCES AT END OF YEAR 

(Conclude, d) 

GENERAL FUND VARIANCE FAVORABLE BUDGET .ACTUAL. (UNFAVORABLE) 
$20,000 $70,000 $50,000 158,000 158,070 

Statement C 

SPECIAL REVENUE FUNDS VARIANCE FAVORAtu ,I BUDGET ACTUAL (ONFAVORABI I:I 

(465,040) (452,939) _-- 12,101 ($54,600) ($54,610) ($111) (287,040) (224,869) __ 62,171 (54,600) (54,610) (10) 
22,350 284,929 262,579 (91.521) (86,915) 4,606 

The accompanying notes are an ituegral part of tiffs statement --11- 



 

CITY OF TALLULAH Tallulah, Louisiana PROPRIETARY FUND TYPE - SEWER ENTERPRISE FUND 

OPERATING REVENUES Charges for services OPERATING EXPENSES Personal services Supplies Maintenance Utilities Travel Miscellaneous Uniforms Insurance Accounting fees Collection fees Depreciation Total operating expenses OPERATING INCOME (Loss) NON-OPERATING REVENUES Interest 

Statement of Revenues, Expenses, and Changes in Retained Earnings For the Year Ended June 30, 1997 

INCOME (Loss) BEFORE OPERATING TRANSFERS OPERATING TRANSFERS OUT NET INCOME (Loss) Add depreciation on fixed assets acquired with restricted federal grant INCREASE IN RETAINED EARNINGS RETAINED EARNINGS AT BEGINNING OF YEAR RETAINED EARNINGS AT END OF YEAR 

The accompanying notes are an integral part of this statement 
12- 

Statement I) 

225,876 11,966 209,187 91,748 2,007 60,107 1,894 6,872 18,000 19,240 151,683 798.580 (169,674 
25.715 (143,959) (20,000) (163,959) 136.661 (27,298 122.874 



 

CITY OF TALLULAH Tallulah, Louisiana PROPRIETARY FUND TYPE - SEWER ENTERPRISE FUND 
Statement of Cash Flows For the Year Ended June 30. 1997 

CASH FLOWS FROM OPERATING ACTIVITIES Operating Loss Adjustments to Reconcile Operating Income (Loss) to Nel cash Provided (Used) by operating activities: Depreciation Increase in accounts receivable Decrease in accounts payable Decrease in interfund receivables lnclease in customer deposits Total adjustments Net cash provided (used) by operating activities CASH FLOW FROM NONCAPITAL FINANCING ACTIVITIF~q Operating transfers out CASH FLOW FROM CAPITAL FINANCING ACTIVITIES Capital acquisition and eonstruclion CASH FLOW FROM INVESTING ACTIVITIES Interest earnings NET CItANGE IN CASH AND CASH EQUIVALENTS CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR CASH AND CASH EQUIVAI,ENTS AT END OF YEAR 

The accx~mpanying notes are an integral part of this statement 
-13- 

Statement E 

151,683 8,486 3,208 (I ,838) 5,634 167,173 (2,501 ) 

25.715 (15,773) 567.771 



CITY OF TALLULAH Tallulah, Louisiana 
Notes to the Financial Statements As of and for the Year Ended June 30, 1997 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
The City of Tallulah was founded in 1856 and is incorporated under the provisions of Lawrason Act. The city is governed by the mayor and a five member board of aldermen. The mayor and aldermen serve four-year terms which expire on June 30, 1998. 
A. REPORTING ENTITY As the governing authority of the city, for reporting purposes, the City of Tallulah is considered a separate financial reporting entity. The financial reporting entity consists of (a) the primary government (the city), (b) organizations for which the primary government is financially accountable, and (c) other organizations for which the nature and significance of their relationship with the primary government are such that exclusion would cause the reporting entity's financial statements to be misleading or incomplete. Governmental Accounting Standards Board (GASB) Statement No. 14 established criteria for determining which component urlits should be considered part of the City of Tallulah for financial reporting purposes. The basic criterion for including a potential component unit within the reporting entity is financial accountability. The GASB has set forth criteria to be considered in determining financial accountability. This criteria includes: Appointing a voting majority of an organization's governing body and 

b 
The ability of the city to impose its will on that organization and/or The potential for the organization to provide specific financial benefits to or impose specific financial burdens on the city. Organizations for which the city does not appoint a voting majority but are fiscally dependent on the city. 

-14- 



CITY OF TALIAJLAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
Organizations for which file reporting entity financial statements would be misleading if data of the organization is not included because of the nature or significance of the relationship. 

Because the city appoints the governing body of the Tallulah [lousing Authority, the housing authority was determined to be a component unit of the City of Tallulah, the financial reporting entity. The accompanying financial statements present information only on the funds maintained by the city and do not present information on the housing authority or the general government services provided by that governmental unit. 
FUND ACCOUNTING The city uses funds and account groups to report on its financial position and the results of its operations. Fund accounting is designed to demonstrate legal compliance and to aid financial management by segregating transactions related to certain government functions or activities. 
A fund is a separate accounting entity with a self-balancing set of accounts that comprises its assets, liabilities, fund equity, revenues, and expenditures. An account group, on the other hand, is a financial reporting device designed to provide accountability for certain assets and liabilities (general fixed assets and general long-term obligations) that are not recorded in the "funds" because they do not directly affect net expendable available financial resources. They are concerned only with the measurement of financial position, not with the measurement of results of operations. Funds are classified into three categories; governmental, proprietary, and fiduciary. Each category, in turn, is divided into separate "fund types." Governmental funds are used to account for a government's general activities, where the focus of attention is on the providing of services to the public as opposed to proprietary funds where the focus of attention is on recovering the cost of providing services to the public or other agencies through service charges or user fees. Fiduciary funds are used to account for assets held for others. The city's current operations require the use of governmental and proprietary fund types described as follows: 



CITY OF TALLULAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
Governmental Funds: 
General Fund The General Fund is the general operating fund of the city. It accounts for all financial resources, except those required to be accounted for in other funds. Special Revenue Funds 
The. Special Revenue Funds are used to account for the proceeds of specific revenue sources that are legally restricted to expenditures for specified purposes. Debt Service l~5unds 
The Debt Service Funds are used to account for the accumulation of resources for and the payment of, general long-term debt principal, interest, and related costs. Uniform Building Capital Projects Fund The Uniform Building Capital Projects Fund accounts for the construction of a new apparel factory building. Financing is provided by a long-term bank loan and contributions from the General Fund. Proprietary Fund Type - Sewer Enterprise Fund 
The Sewer Enterprise Fund accounts for the operations of the city's sewer system. The operations are financed and operated in a manner similar to a private business enterprise, where the intent of the governing body is that the cost (expenses, including depreciation) of providing services on a continuing basis be financed or recovered primarily through user charges. 

C. FIXED ASSETS AND LONG-TERM DEBT Fixed assets used in governmental fund type operations (general fixed assets) are accounted for in the general fixed asset account group, rather than in the General Fund. All purchased fixed assets are valued at cost where historical records are available and at estimated cost where no historical records are available. Approximately 27 per cent of fixed assets are valued at actual cost, while the remaining 73 per cent are valued at estimated cost based on the actual cost of like items. No depreciation has been provided on general fixed assets. 
-16- 



CITY OF TALLULAtt Tallulah, Louisiana Notes to the Financial Statements (Continued) 
The cost of normal maintenance and repairs that do not add to the value of fixed assets or materially extend their useful lives are not capitalized. Public domain (infrastructure) general fixed assets consisting of roads, bridges, drainage, parking lots, etc. are not capitalized, as these assets are immovable and of value only to the city. 
Long-term obligations, such as bonded debt and capital leases are recognized as liabilities of a governmental fund only when due. For other long-term obligations, such as compensated absences, only that portion expected to be financed from expendable available financial resources is reported as a liability of a governmental fund. The remaining portion of such obligations is reported in the general long-term debt account group. The fixed assets used in the proprietary fund type operations are included on the balance sheet of the fund. Depreciation of all exhaustible fixed assets used by the proprietary fund type operations are charged as an expense against operations. Depreciation is computed using the straight-line method over estimated lives of 60 years for the plant, distribution system, and collection system, 3 to 10 years for furniture and equipment. 

D. BASIS OF ACCOUNTING The financial and reporting treatment applied to a fund is determined by its measurement focus. All governmental funds are accounted for using a current financial resources measurement focus. With this measurement focus, only current assets and current liabilities generally are included on the balance sheet. Operating statements for these funds present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other financing uses) in net current assets. The modified accrual basis of accounting is used for reporting all governmental fund types, tinder 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 collectible within the current period or soon enough thereafter to be used to pay liabilities of the current period. The city uses the following practices in recognizing and reporting revenues and expenditures: 

17- 



CITY OF TALLULAtt Tallulah, Louisiana Notes to the Financial Statements (Continued) 
Revenues Ad valorem taxes are recorded in the year the taxes are due and payable. Ad valorem taxes are assessed on a calendar year basis and attach ~ts an enforceable lien and become due and payable on the date the tax roils are filed with the recorder of mortgages. Louisiana Revised Statute 47:1994 requires that the tax roll be filed on or before November 15 of each year. Ad valorem taxes become delinquent if not paid by December 31. q'he taxes are normally collected in December, January and February of the current year. Franchise taxes and intergovernmental revenues are recorded when the city is entitled to the funds. Interest income on time deposits is recorded when the interest has been earned and the amount is determinable. Substantially all other revenues are recorded when they are received by the city. Based on the above criteria, ad valorem taxes, franchise taxes and intergovernmental revenues have been treated as susceptible to accrual. 
Expenditures 
Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is incurred. 

Other Financing Sources Transfers between funds that are not expected to be repaid, proceeds from insurance settlements, and proceeds from bank loans are accounted for as other financing sources and are recognized when the underlying event ocenrs. The Sewer Enterprise Fund is maintained on the accrual basis of accounting. Revenues are recognized when they are earned, and expenses are recognized when they are incurred. 
-18- 



CITY OF TALLULAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
BUDGET PRACTICES A preliminary budget for the ensuing year is prepared by the clerk in May. The proposed budget is reviewed by the mayor and the board of aldermen and made available to the public. During the June meeting of the board of aldermen, the city holds a public hearing on the proposed budget in order to receive comments from citizens. Changes are made to the proposed budget based on the public hearing and the desires of the board of aldermen as a whole. The budget is then adopted during the June meeting, and notice is published in the official journal. During the year, the board of aldeImen receives monthly budget comparison statements which are used as a tool to control the operations of the city. The city clerk presents necessary budget amendments to the board when he determines that actual operatiom are differing materially from those anticipated in the original budget. The board in regular session reviews the proposed amendments, makes necessary changes, and formally adopts the amendments. The adoption of amendments is included in the city's minutes published in the official journal. The budget is established and controlled by the mayor and board of aldermen at the functional level of expenditure. Unexpended appropriations lapse at year-end and must be reappropriated for the following year to be expended. All changes in the budget must be approved by the mayor and the board of aldermen. The city does not use encumbrance accounting in its accounting system. 
CASH AND CASH EQUIVALENTS Under state law, the city may deposit funds within a fiscal agent bank organized under the laws of the State of Louisiana, the laws of any other state in the union, or the laws of the United States. The city may invest in certificates and time deposits of state banks organized under Louisiana law and national banks having principal offices in Louisiana. At June 30, 1997, the city has cash and cash equivalents (book balances) totaling $2,609,301 as follows: 
Demand deposits Petty cash Time deposits Total 

-19 

$1,374,171 1,425 1.233.705 



CITY OF TALLULAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
These deposits are stated at cost, which approximates market. Under state law, these deposits (or file resulting bank balances) lm~st be secured by federal deposit 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. These securities are held in the name of the pledging fiscal ~.gent bank in a holding or custodial bank that is mutually acceptable to both parties. Cash and cash equivalents (bank balances) at June 30, 1997, are secured as follows: 
Bank Balances 
Federal deposit insurance Pledged securities (uncollateralized) "Fatal 

$600,742 3.223.667 
Because the pledged securities are held by a custodial bank in the name of the fiscal agent bank rather than in the name of the city, they are considered uncollateralized (Category 3) under the provisions of GASB Codification C20.106; however, Louisiana Revised Statule 39:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within 10 days of being notified by the city that the fiscal agent bank has failed to pay deposited funds upon demand. For purposes of the statement of cash flows, cash equivalents include all highly liquid investments with a maturity date of three months or less when purchased. 

G. VACATION AND SICK LEAVE Permanent, full-time employees receive from five to ten days of vacation leave each year depending on length of service. Employees may accumulate vacation leave. Sick leave is earned at the rate of ten days per year; however, no employee may accumulate more thalx ten daxjs of sick leave. Employees who resi.gn or retire are compensated for annual leave accumulated to the date of separation, not to exceed 10 days, provided in the case of resignation the employee has completed at least 12 months of continuous service and has given 2 weeks notice of resignation. 
The cost of leave privileges, computed in accordance with the GASB Codification Section C60, is recogniz~xl as a current-year expenditure in the governmental funds when leave is actually taken or when employees are paid for accrued leave upon resignation or retirement. The cost: of leave privileges not requiring current resources is recorded iu the general long-term obligations account group. -20- 



CITY (IF TALLULAtt Tallulah, Louisiana Notes to the Financial Statements (Continued) 
At June 30, 1997, employees of the city have accumulated and vested $22,258, of employee leave benefits, computed in accordance with GASB Codification Section C60. The liability is recorded within the general long-term obligations account group. 

H. RESTRICTEI) ASSETS 
Certain grants received by the city contained restrictions on spending for specific purposes. In the Sewer Enterprise Fund, specially assessed sewer fees are restricted for future repair and maintenance of the sewer system. 
TOTAL COLUMNS ON THE COMBINED STATEMENTS 
The total columns on the combined statements are captioned Memorandum Only (overview) to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position or results of operations in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation, lnterfund eliminations have not been made in the aggregation of this data. 

2. LEVIED TAXES 
The following is a summary of authorized and levied ad valorem taxes: Authorized Levied Millage Millage City taxes: City operations Police and fire departments 1991 Street Program 1988 General Obligation Bond 1981 General Obligation Bond 

17.93 7.53 9.48 Various Various 
17.39 7.53 9.48 8.10 .50 

The difference between authorized and levied millages is the result of reassessments of taxable property required by article 7, Section 18(0 of the Louisiana Constitution of 1974. 
--21- 



CITY OF TALLULAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
The following are the principal taxpayers for the parish and their 1997 assessed valuation 
Trans American Development Hibernia National Bank Peoples Water Service Bell South Telecommunications Rayville Compress and Warehouse Cross Keys Bank Osborne Ford, Inc. National Auto Truck Stops M.P.J.R., Inc. Tallulah Cove Partnership Total 
RECEIVABLES 
The following is a summary of receivables at June 30, 1997 
Class of Receivable Taxes: Sales and use Grants: State Sewer user fees Other Total 

22- 

Assessed Valuation 
1997 $841,612 785,702 593,755 519,600 249,095 245,841 200,891 187,395 172,750 155.815 

Per Cent of Total 6.11% 5.7O% 4.31% 3.77% 1.81% 1.78% 1.46% 1.36% 1.25 % 1.13% 

Sewer General Enterprise Fund Fund Total 
$74,370 $74,370 38,707 38,707 $73,632 73,632 42,025 1,206 43.231 $155,102 ....$~/4,838 $229,940 



CITY OF TALLULAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
DUE FROM/TO OTHER FUNDS Individual balances due from/to other funds at June 30, 1997, are as follows 

General Fund Special Revenue Funds: Section 8 Existing Section 8 Voucher Street Program Uniform Building Capital Projects Fund Sewer Enterprise Fund Tota 
FIXED ASSETS 

Due from Due to Other Other Funds Funds $91,256 $188,465 
1,000 1,000 40,903 2,750 185.715 50.353 

The following presents the changes in general fixed assets for the year ended June 30, 1997 

Land Buildings and improvements Furniture and equipment Fixed assets under capital lease Total 

Balance at July 1, 1996_ Balance at Additions Deletions June 30. 1997 $78,500 1,544,922 $447,762 833,150 168,405 ($112,725) 44.420 
$78,500 1,992,684 888,830 

$2,500,992_ 3616,167 ($157,145L $2,960,014 
Included in additions to furniture and equipment is $44,420 transferred from fixed assets under capital lease. 

-23- 



CITY OF TALLULAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
A summary of plant and equipment used in the Sewer System Enterprise Fund follows 
Land Equipment Sewer plant Sewer lines Total depreciable assets Less accumulated depreciation Net depreciable assets 
PENSION PLANS 

$612,879 247,738 7,866,378 326,942 9,053,937 (1,167,912) 

Substantially all employees of the City of Tallulah are members of either the Firefighters Retirement System of Louisiana, the Municipal Police Retirement System of Louisiana, or the Socia Security System. The state retirement systems are each multiple-employer, public employee retiremen systems (PERS), controlled and administered by separate boards of trustees. 
FIREFIGHTERS' RETIREMENT SYSTEM OF LOUISIANA Membership in the Louisiana Firefighters Retirement System is mandatory for all full-time firefighters employed by a municipality, parish, or fire protection district that did not enact an ordinance before January 1, 1980, exempting itself from participation in the System. Employees are eligible to retire at or after age 55 with at least 12 years of creditable service or at or after age 50 with at least 20 years of creditable service. Upon retirement, members are entitled to a retirement benefit, payable monthly for life, equal to 3 1/3 per cent of their final-average salary. Final-average salary is the employee's average salary over the 36 consecutive or joined months that produce the highest average. Employees who terminate with at least 12 years of service and do not withdraw their employee contributions may retire at or after age 55 (or at or after age 50 with at least 20 years of creditable service at termination) and receive the benefit accrued to their date of termination. 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. That report may be obtained by writing to the Firefighters' Retirement System, Post Office Box 94095, Baton Rouge, Louisiana 70804, or by calling (504) 925-4060. -24- 



CITY OF TALLULAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
Plan members are required by state statute to contribute 8.0 per cent of their annual covered salary and the City of Tallulah is required to contribute an actuarially determthed rate. The current rate is 9.0 per cent of annual covered payroll. The contribution requirements of plan members and the City of Tallulah are established and may be amended by state statute. As provided by Louisiana Revised Statute 11:103, the employer contributions are determined by actuarial valuation and are subject to change each year based on the results of the valuation for the prior fiscal year. The City of Tallulah's contributions to the System for the years ending June 30, 1997, 1996, and 1995, were $6,200, $5,386, and $5,087 respectively, equal to the required contributions for each year. 

MUNICIPAL POLICE EMPLOYEES~ RETIREMENT SYSTEM All full-time police department employees engaged in law enforcement are required to participate in the System. Employees who retire at or after age 50 with at least 20 years of creditable service or at or after age 55 with at least 12 years of creditable service are entitled to a retirement benefit, payable monthly for life, equal to 3 1/3 per cent of the final-average salary for each year of creditable service. Final-average salary is the employee's average salary over the 36 consecutive or joined months that produce the highest average. Employees who terminate with at least the amount of creditable service stated above, and do not withdraw their employee contributions, may retire at the ages specified previously and receive the benefit accrued to their date of termination. 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. That report may be obtained by writing to the Municipal Police Employees Retirement System of Louisiana, 8401 United Plaza Boulevard, Baton Rouge, Louisiana 70809-2250, or by calling (504) 929-7411. Plan members are required by state statute to contribute 7.5 per cent of their annual covered salary and the City of Tallulah is required to contribute at an actuarially determined rate. The current rate is 9.0 per cent of annual covered payroll. The contribution requirements of plan members and the City of Tallulah are established and may be amended by state statute. As provided by Louisiana Revised Statute 11:103, the employer contributions are determined by actuarial valuation and are subject to change each year based on the results of the valuation for the prior fiscal year. The City of Tallulah's contributions to the System for the years ended June 30, 1997, 1996, and 1995, 
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CITY OF TALLI.JLAH Tallulah, Lonisiana Notes to the Financial Statements (Continued) 
were $22,913, $25,141, and $23,116, respectively, equal to the required contributions for each year. 

7. CAPITAl, LEASE 
The city records items under capital leases as an asset and an obligation in the accompanying financial statements. The city's one capital lease was retired during the year ended June 30, 1997. 

8. RESTATEMENT OF FUND BALANCES Subsequenl to the issuance of the financial statements for the year ended June 30, 1996, an error was detected affecting the ending fund balances of the Section 8 Housing Special Revenue Funds. The following schedule reconciles the ending fund balances of the special revenue funds as presented for the year ended June 30, 1996, with the beginning fund balances as presented in the accompanying financial statements: 
Fund balances at June 30, 1996, as previously reported Error in fund balance of Section 8 Existing Fund Error in fund balance of Section 8 Voucher Fund Fund balances due at June 30, 1996, as restated 
BANK LOANS PAYABLE 

$120,815 7,372 9.176 

During tile year ended June 30, 1997, the city secured a bank loan to finance the constructioll of a factory building. The amount of the loan was $376,813 with 7.0 per cent interest. The remaining principal in the amount of $336,648 is due in annual installments of $51,894 through 2006. Loan payments are made for the General Fund. 
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CITY OF TALLI_JLAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
CHANGES IN LONG-TERM OBLIGATIONS The following is a summary of long-term obligation transactions for the year ended June 30, 1997 

Bonded Debt Certificates of Indebtedness Capital Lease Other Total Long-term debt at July 1, 1996 $3,506,554 $190,000 $2,086 $286,528 $3,985,168 Additions 402,594 402,594 Retirements (139,3382._ (90,000, (2,086) (77,056) (308,480) Long-term debt at June 30, 1997 $3,367,216_. i $100,000 NONE $612,066 $4,079,282 The classification, "other", consists of $23,509, which represents a contingent liability as a resull of a lawsuit, $215,564, which represents the balance remaining as a result of the City of Tallulah's Police Retirement Fund merging with the Municipal and State Police Retirement System of Louisiana, $22,258, representing compensated absences payable, and $350,735, representing bank loans. Bonded debt payable and certificates of indebtedness at June 30, 1997, are comprised of the following individual issues: 
General obligation bonds: $260,000 - 1981 General Obligation Bonds. The remaining principal is due in annual installments of $4,555 to $14,527 through October 8, 2021, with interest of 5 per cent. Debt retirement payments are made from the; 1981 General Obligation Bond Debt Service Fund. $217,216 $t,115,000 - 1988 Sewer Bonds, The remaining principal is due in annual installments of $45,000 to $100,000 through March 1, 2008. lnterest rates are 8.00 per cent to 9.75 per cent. Debt retirement payments are made from the 1988 General Obligation Bond Debt Serviee Fund. 745,000 Total general obligation bonds Revenue bond -. $2,930,000 - 1989 Public Improvement Bonds. The remaining principal is due in annual instalhnents of $105,000 to $295,000 through July 1, 2009. Interest rates are 8.25 per cent to 9.75 per cent. Debt retirement payments are made from the 1989 Public Improvement Bond Debt Service Fund. Total bonded debt -27 

962.216 

2,405,000 3.367.216 



CITY OF TALLULAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
Certificate of Indebtedness - $700,000 Certificate of indebtedness. The remaining principal is due in one installment of $100,000 with interest of 8.50 per cent. Debt retirement payments are made from the 1988 Certificate of Indebtedness Debt Service Fund. Total bonded debt and certificate of indebtedness $100,000 $3,467,216 As shown on Statement A, $914,837, is available in debt service funds to service the bonded debt and certificate of indebtedness. The annual requirements to amortize all outstanding debt at June 30, 1997, including interest of $2,352,582, are as follows: 
1998 1999 2000 2001 2002 Thereafter Total 

Total $621,083 498,926 493,599 493,230 496,964 3.828.062 
General obligation bonds totaling $962,216, at June 30, 1997, are secured by an annual ad valorem tax levy. In accordance with Louisiana Revised Statute 39:562, the city is legally restricted from incurring long-term bonded debt in excess of 35 per cent of the assessed value of taxable property in the city. The city is within that statutory limitation. 

I0. CONTRIBUTEI) CAPITAL The city has receiw'.d grants from various federal, state, and local agencies to finance lhc acquisition and construction of the enterprise fund fixed assets. The amount, shown as contributed capital on the balance sheet, is reduced each year by the amount of depreciation expense recognized on fixed assets c~)nstructed or acquired with the grant funds. At June 30, 1997, accumulated amortization on these assets is $680,300. 
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CITY OF TALLULAH Tallulah, Louisiana Notes to the Financial Statements (Continued) 
11. LITIGATION AND CLAIMS At June 30, 1997, the city was involved in several lawsuits. The city's legal counsel estimates that the city has probable exposure to claims in the amount of $23,509, not covered by insurance which is reflected in the General Long-term Obligations Account group. In the opinion of the city's legal counsel. other claims against the city would not materially affect the financial position of the city. 
12. I)EFERRED COMPENSATION PLAN 
The City of Tallulah offers its employees a deferred compensation plan created in accordance with Internal Revenue Code Section 457. The plan permits employees to defer a portion of their salaries until future years. The city does not make any contributions to the plan. The deferred compensation is not available to employees until termination, retirement, or unforeseeable emergency. Deferred compensatkm is available to employees' beneficiaries in case of death. 
All amounts of compensation deferred under the plan, all property and rights purchased with those amounts, and all income attributable to those amounts, property or rights are (until paid or made available to the employee or other beneficiary) solely the property and rights of the city, (without being claims of the city's general creditors. Participants' rights under the plan are equal to those of general creditors of the city in an amonnt equal to the fair market value of the deferred account for each participant. 
In management's opinion, the city has no liability for losses under the plan. However, the city does have the duty of due care that would be required of an ordinary prudent investor. The City of Tallulah believes it is unlikely that it will use the assets to satisfy the claims of general creditors in the future. 
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CITY OF "FALLULAH Tallulah, Louisiana SUPPLEMENTAL INFORMATION SCHEDULES As of and for the Year Ended June 30, 1997 

SECTION 8 EXISTING FUND 

SECTION 8 VOUCHER FUND 

SPECIAL REVENUE FUNDS 

The Section 8 Voucher Fund accounts for the operations of the lower income housing assistance program which provides aid |o very low income families in obtaining decent, safe, and sanitary rental housing. Financing is provided by a federal grant. 
STREET PROGRAM FUND The Street Program Fund accounts for tile maintenance of the city streets. Major means of financing is provided by a specific citywide ad valorem tax. 
BUILDING REPAIR FUND The Building Repair Fund accounts for repairs and maintenance of the city hall funded by a grant from the State of Louisiana. 
TEC BUILDING FUND The TEC Building Fund accounts for revenue received from the rental of a city owned building 
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CITY OF TALLULAH Tallulah, Louisiana SUPPLEMENTAL INFORMATION SCHEDULES As of and for the Year Ended June 30, 1997 
DEBT SERVICE FUNDS 

1988 GENERAL OBLIGATION BOND FUND The 1988 General Obligation Bond Fund accumulates monies for payment of $1,115,000 General Obligation Bonds Dated April 1, 1988, issued for the purpose of constructing a sewer system for Seweralle District No. 1. Funding is provided by an ad valorem tax. 
1988 CERTIFICATES OF INDEBTEDNESS FUND The 1988 Certificates of Indebtedness Fund accumulates monies for payment of the $700,000 Certificates of Indebtedness dated February 1, 1988, issued for the purpose of" refunding and extending certain obligations incurred by the city. Funding is prcwided from the excess of annual revenues accruin~ to the budget of the city for a ten-year period. 
1981 GENERAL OBIJGATION BOND FUND The 1981 General Obligation Bond fund accumulates monies for payment of $260,000 General Obligation Bonds dated October 8, 1981, issued for the purpose of constructing improvements and extensions to the sewer system of the city. Funding is provided by an ad valorem tax. 
1989 PUBLIC IMPROVEMENT BOND FUND The 1989 Public Improvement Bond Fund accumulates monies for payment of the $2,030,000 Revenue Bonds dated January 1, 1989, issued for the purpose of constructing a sewer system and providing for defeasement of the 1978 Public Street Bonds. Funding is provided by a two per cent sales tax. 



ASSETS Cash and cash equivalents Cash with paying agent TOTAL ASSETS LIABILITIES AND FUND, EQUITY Liabilities Fund Equity - fund balances - unreserved - undesignated TOTAL LIABILITIES AND FUND EQUITY 

CITY OF TALLLILAtt Tallulah, 123uisiana DEBT SERVICE FUNDS Combining Balance Sheet, June 30, 1997 
1988 GENERAL OBLIGATION BOND 

1988 CERTIFICATES OF INDEBTEDNESS 
1981 GENERAL OBLIGATION BOND 

$179,697 $108,209 $68,839 
1989 PUBLIC IMPROVEMENT BOND 
$525,759 32~333 

Schedule 3 

$882,504 32.333 
NONE NONE NONE NONE NONF'~ $179,697 $108,209 $68,839 $558,092 $914,837 
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CITY OF TALLULAH Tallulah, Louisiana SUPPLEMENTAL INFORMATION SCHEDULE As of and For the Year Ended June 30, 1997 

COMPENSATION PAID ALDERMEN 
The schedule of per diem paid aldermen is presented in compliance with House Concurrent Resolution No. 54 of the 1979 Session of the lmuisiana Legislature. Compensation of aldermen is includezl in legislative expenditures of the General Fund. In accordance with Louisiana Revised Statute 33:405, aldermen receive $175 for each regular board meeting they attend and $175 for each special meeting attended. The mayor pro tem receives $200 for each regular and special meeting attended. 
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Independent Auditor's Reports on Federal Financial Assistance, Compliance with Laws, Regulations, Contracts, and Grants, and Internal Control Structure 
'Fhe following independent auditor's reports on the schedule of federal financial assistance; compliance with laws, regulations, contracts, and grants and internal control structure are presented iz compliance with the requirements of Government Auditing Standards, issued by the Comptroller General of the United States; the Office of Management and Budget's Circular A-128, Audits of State and Local Govermnents; the Single Audit Act of 1984; and the Louisiana Governmental Audit Guide, issued by the Society of Louisiana Certified Public Accountants and the Louisiana Legislative Auditor. 
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LOUIS L..ANDRIt~ CERTIFIED PUBLIC ACCOUNTANT 

126 COMANCHF, TRAIl, WEST MONROE, LA 7129l 
Independent Auditor's Report on Supplementary Schedule of Federal Financial Assistance 

MAYOR AND BOARD OF ALDERMEN CITY OF TAIA.ULAH Tallulah, Louisiana 

(318) 396-3636 

1 have audited the general purpose financial statements of the City of Tallulah, primary gow;rnment, as of June 30, 1997, and for the year then ended, and have issued my report thereon dated November 3, 1997. These general purpose financial statements are the responsibility of the City's management. My responsibility is to express an opinion on these general purpose financial statements based on my audit. I conducted my audit in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the United States; and the provisions of Office of Management and Budget Circular A-128, Audits of State and Local Governments. Those standards and OMB Circular A-128 require that I plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used and significant estimales made by management, as well as evaluating the overall financial statement presentation. I believe that my audit provides a reasonable basis for my opinion. 
My audit was made for the purpose of forming an opinion on the general purpose financial statements of Ihe City of Tallulah, primary government, taken as a whole. The accompanying Schedule of Federal Financial Assistance is presented for purposes of additional analysis and is not a required part of the general purpose financial statements. The information in that schedule has been subjected to the auditing procedures applied in the audit of the general purpose financial statements and, in my opinion, is fairly presented in all material respects in relation to the general purpose financial statements taken as a whole. 
West Monroe, Louisiana November 3, 1997 PRAC'rlCE LIMITED TO OOVE~ENTAL AUDIT[NO AND ACCOUNTINO M r.MBER ~.,amuĉN -40- INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS SOCIETy OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 
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LOUIS L..ANDRIES CERTIFIED PUBI,IC ACCOUNTANT 

126 COMANCHE TRAIl, WEST MONROE, LA 71291 
Independent Auditor's Report on Compliance With General Requirements Applicable to Federal Financial Assistance Programs 

MAYOR AND BOARD OF ALDERMEN CITY OF TALLULAH Tallulah, Louisiana 

(318) 396-3636 

1 have audited the general purpose financial statements of the City of Tallulah, primary government, as of June 30, 1997 and for the year then ended, and have issued my report thereon dated November 3, 1997. 
I have applied procedures to test the City of Tallulah's compliance with the following requirements applicable to its federal financial assistance programs, which are identified in the accompanying Schedule of Federal Financial Assistance, for the two years ended June 30, 1997: 
Political activity Civil rights Cash management Federal financial reports Drug-Free Workplace Allowable costs/cost principles Administrative requirements My procedures were limited to the applicable procedures described in the Office of Management and Budget's Compliance Supplement for Single Audits of State and Local Governments. My procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the City of Tallulah's compliance with the requirements listed in the preceding paragraph. Accordingly, I do not express such an opinion. With respect to the items tested, the results of those procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of this report. With respect to items not tested, nothing came to my attention that caused me to believe that the City of Tallulah, had not complied, in all material respects, with those requirements. 
PRACTICE LUVnTED TO OOVERNMBblTAL AUDITINO AND A(2COUNT1NO MEMBER AMEitlCAN "44- INS'ITFUTE OF CERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 



MAYOR AND BOARD OF ALDERMEN CITY OF TALLULAH Tallulah, Louisiana Independent Auditor's Report on Compliance With General Requirements, etc., June 30, 1997 
This report is intended for the information of the mayor and board of aldermen of the City of Tallulah; management of the city; and interested federal grantor agencies. This is not intended to limit the distribution of this report, which is a matter of public record. 
West Monroe, Louisiana November 3, 1997 
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LOUIS L..ANDRIKS CERTIFIED PUBLIC ACCOUNTANT 

126 COMANCHE TRAIL WEST MONROE, LA 71291 Independent Auditor's Report on Compliance With Specific Requirements Applicable to Nonmajor Federal Financial Assistance Program Transactimts 
MAYOR AND BOARD OF ALDERMEN CITY OF TALLULAH Tallulah, Louisiana 

(318) 396-3636 

I have audited the general purpose financial statements of the City of Tallulah, primary government, as of June 30, 1997, and for the year then ended, and have issued my report thereon dated November 3, 1997. 
In connection with my audit of the general purpose financial statements of the City of Tallulab and with my consideration of the City of Tallulah's control structure used to administer federal financial assistance programs, as required by Office of Management and Budget Circular A-128, Audits of State and Local Governments, I selected certain transactions applicable to certain nonmajor federal financial assistance programs for the year ended June 30, 1997. As required by OMB Circular A-128, I have performed auditing procedures to test compliance with the requirements governing types of services allowed, eligibility, reporting, and special requirements governing rent and utility allowances, annual adjustment of rent and utility allowances, and initial and annual inspections that are applicable to those transactions. My procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on tire City of Tallulah's compliance with these requirements. Accordingly, I do not express such an opinion. With respect to tire items tested, the results of those procedures disclosed no material instances of noncx)mpliance with the requirements listed in the preceding paragraph. With respect to items not tested, nothing came to my attention that caused me to believe that the City of Tallulah had not complied, in all material respects, with those requirements. 
This report is intended for the information of the mayor and board of aldermen of the City of Tallulah; management of tire city; and interested federal grantor agencies. This is not intended to limit the distribution of this report, which is a matter of public record. 
West Monroe, Louisiana November 3, I997 PRACTICE LIMITED TO OOVERNMENTAL AUDITINO AND ACCOUNTINO M~B~ ~a~EmC*N --46- INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 



 
LOUIS L..ANDRIES CERTIFIED PUBI.,IC ACCOUNTANT 

126 COMANCHE TRAIL WEST MONROE, I..A 71291 Independent Auditor's Report on the Internal Control Structure 
MAYOR AND BOARD OF ALDERMEN CITY OF TALLULAH Tallnlah. Louisiana 

(318) 396-3636 

I have audited the general purpose financial statements of the City of Tallulah, primary government, as of June 30, 1997, and for the year then ended, and have issued my report thereon dated November 3. 1997. I conducted my audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. 
The management of the City of Tallulah is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expex.'ted 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 airy 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 de.teriorate. In planning and performing my audit of the general purpose financial statements of the City of Tallulah, primary government, for the year ended June 30, 1997, I obtained an understanding of the internal control structure. With respect to the internal control structure, 1 obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and I assessed control risk in order to determine my auditing procedures for the purpose of expressing my opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, 1 do not express such an opinion. PRACTICE LIMITED TO OOVERNMENTAL AUDITINO AND ACCOUNTING MEIvIB ER AMERICAN -47 iNSTnTUTE OF CERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISIANA CF-~TIFIEO PUBLIC ACCOUNTANTS 



CITY OF TALLULAH Tallulah, Louisiana Independent Auditor's Report on Internal Control Structure June 30, 1997 
My consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that errors and irregularities in amounts that would be material in relation to the general purpose financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. I noted no matters involving the internal control structure and its operation that I consider to be material weaknesses as defined above. 
This report is intended for the information of the mayor and board of aldermen of the City of Tallulah; management of the city; and intereste.d federal agencies. This is not intended to limit the distribution of this report, which is a matter of public record. 
West Monroe, Louisiana November 3, 1997 
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LOUIS L..ANDRII~ CERTIFIED PUBLIC ACCOUNTANT 

126 COMANCHE TRAIL WEST MONROE, LA 71291 
Independent Auditor's Report on Internal Control Structure Used in Administering Federal Financial Assistance Programs 

MAYOR AND BOARD OF ALDERMEN CITY OF TALI.UI.AH Tallulah, Louisiana 

(318) 396-3636 

I have audited the general purpose financial statements of the City of Tallulah, primary government, as of June 30, 1997, and for the year then ended, and have issued my report thereon dated November 3, 1997. I have also audited the compliance of the City of Tallulah with requirements applicable to major federal financial assistance programs and have issued my report thereon dated November 3, 1997. 
1 conducted my audit in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the United States; and Office of Management and Budget Circular A-128, Audits of State and Local Governments. Those standards and OMB Circular A-128 require that I plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement and about whether the City of Tallulah complied with laws and regulations, noncompliance with which would be material to a major federal financial assistance program. In planning and performing my audit for the year ended June 30, 1997, I considered the internal control structure of the City of Tallulah in order to determine my auditing procedures for the purpose of expressing my opinion on the general purpose financial statements of the City of Tal]ulah and on the compliance of the City of Tallulah with requirements applicable to major programs, and to report on the internal control structure in accordance with OMB Circular A-128. This report addresses lny consideration of internal control structure policies and procedures relevant to colnpliance with requirements applicable to federal financial assistance programs. 1 haw~ addressed internal control structure policies and procedures relevant to my audit of general purpose financial statements in a separate report dated November 3, 1997. 
The management of the City of Tallulah 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 
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CITY OF TALI_,ULAH Tallulah, Louisiana Independent Auditor's Report on Internal Control Structure Used in Administering Federal Financial Assistance Programs, June 30, 1997 
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 financial statements in accordance with generally accepted accounting principles, and that federal financial assistance programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any internal control structure, errors, irregularities, or instances of noncompliance 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. 
For the purpose of this report, I have classified tile significant internal control structure policies and procedures used in administering federal financial assistance programs in the following categories: 
Accounting applications: Revenues/receipts Expenditures/disbursements Payroll/personnel Budgeting/budgetary reporting General Requirements: Political activity Civil rights Cash management Drug-Free Workplace Act Federal financial reports Allowable costs/cost principles Administrative requirements Specific: Requirements: Types of services allowed/unallowed Reporting 
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CITY OF TALI~ULAH Tallulah, Louisiana Independent Auditor's Report on Internal Control Structure Used in Administering Federal Financial Assistance Programs, June 30, 1997 
Special requirements: Rent and utility allowances Annual adjustment of rent and utility allowance Initial and annual inspections Claims for advances and reimbursements For all of the internal control structure categories listed above, I obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and I assessed control risk. For the year ended June 30, 1997, the City of Tallulab had no major federal financial assistance programs and expended 100 per cent of its total federal financial assistance under its non-major federal financial assistance program. 

I performed tests of controls, as required by OMB Circular A-128, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that I considered relevant to preventing or detecting material noncompliance with specific requirements and general requirements that are applicable to the city's major federal financial assistance programs, which are identified in the accompanying Schedule of Federal Financial Assistance. My procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, I do not express such an opinion. My consideration of the internal control structure policies and procedures used in administering federal financial assistance would not necessarily disclose all matters in the internal control structure that might constitute material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a reportable condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that noncompliance with laws and regulations that would be material to a federal financial assistance program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. 1 noted no matters involving the internal control structure and its operations that 1 consider to be material weaknesses as defined above. 
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CITY OF TALLUI_,AH Tallulah, Louisiana Independent Auditor's Report on Internal Control Structure Used in Administering Federal Financial Assistance Programs, June 30, 1997 
This report is intended ff,r the information of the mayor and board of aldermen of the City of Tallulah; management of the city; and interested federal agencies. This is not intended to limit the distribution of this report, which is a matter of public record. 
West Monroe, Louisiana Now~.mber 3, 1997 
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